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F, =0+ p)F_, u>0 (7
BRBE K, =0, M@t (1) Q)M(NARNESRETE .
=1 r 1

B, = (1 +pu) F.{l—;—[(l-—m)} (8)

FE@)KXP, MR r=p, PFEREETF FDIM KR, N B, = F, . XE%REFHIEERKEFKE
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(13)85(16) KB, FDI & B E PRI ST SR 4 Z A 89 FDI A Rt £ BRI FDI £ Y
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Will FDI Cause Balance of Payments Crisis?

Yao Zhizhong He Fan
(The Institute of World Economy and Politics, CASS, 100732)

Abstract: FDI can stimulate the economic development of developing countries from the channel of capital formation, technology
progress and competition promotion. FDI can also affect developing country’s balance of payments. If the stock of FDI liabilities
will grow much faster than the capacity to service those liabilities, a financial crisis will happen finally. However, because FDI
also affects production, exports and imports, we need a more comprehensive model to analysis its net effect on the balance of
payments. This paper analyses the dynamic effect of FDI on the balance of payments of the host country in a system of difference
equations and finds that the net effect is not always negative because of the pattern of trade of FDI, even though the outflows of
profits of FDI are in excess of the amount of net inflow of FDI. This paper brings forward two propositions. One is on the condition
whether the net effect of FDI on the balance of payments is positive or negative, the other is about whether the net effect of FDI on
the balance of payments is stable or not in long time. According to the two propositions, this paper investigates the long-run
dynamic effect of FDI on Chinese balance of payments.
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