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Abstract: Based on some existing documents, this paper analyzes the theoretical model of the choice of multinational
FDI, and utilizes the cointegration and VEC model to test the impact of the RMB exchange rate volatility on both market—
oriented and cost—oriented FDI inflow. The result suggests that the market share of international companies in China and the
average wage provided by these companies hold the key to the two kinds of FDI inflow respectively. In a long term, the RMB
exchange rate volatility has negative impact on both types of FDI inflow, though the specific impact might differ for each. In a
short term, the RMB exchange rate volatility has no obvious influence on the FDI inflow into China.

Keywords: RMB Exchange Rate; Volatility; Multinational Corporation; FDI Inflow
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