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Abstract: International diversification is a main way to realize the preservation and appreciation of VE 2 4 3% 50 B
foreign exchange reserves and offshore investment funds. This paper investigates the benefits of ™
international diversification based on the selection of investment markets and application of investment b HELHE
strategies from the perspective of Chinese investors. Our results show that, compared with diversifying b SAKTF
into developed markets, diversifying into emerging markets helps Chinese investors gain a higher return, P B

which will be helpful for the preservation and appreciation of foreign exchange reserves and offshore
investment funds. If investors decide to invest in developed markets, the strategy of minimizing tracking
error variance can also enable investors to achieve the target. On the other hand, if developed and
emerging markets are all included in target markets, then the equally weighted investment strategy could
bring investors the best performance.
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