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China Risk Factors
China is a country with the largest economy in the world. There are risks that investors should analyze before making decisions to invest in China. The political risk in China can be described as minimal since there is political stability. The ruling China Communist Party has established a favorable political environment for investors seeking to do business in China (Tian n.p). Even though the country in the recent past has been accused of tougher rules on its foreign policy and FDI, its political stability assures investors that they cannot lose their investment to political unrests and revolutions. The political risk rating can be said to 1. China should reinforce its political system and address border disputes with countries such as Taiwan and Hong Kong.
The economic or financial risks in China can be said to be moderate. The Chinese economy is fast growing and is supported by the government. In China, the greatest risk is the government runs competition in the economy since the majority of the businesses (Tian n.p). Even if the free market principles are observed, the accounting principles and the devalued currency poses more risks to foreign businesses. The foreign exchange with the dollar favors the Yuan, which means that investors will greatly lose their investment due to foreign exchange. The general economic risk index is 2, and business should adopt accounting policies that are favorable for foreign investors.
The social risk in investing in China is intense. The Chinese have a unique culture that is the exact opposite of western culture. Individuals investing in China should have a better understanding of the culture that avoids practices that can undermine the culture of the local people. The Chinese culture favors collectivism rather than individualism, that is common in western culture (Tian 40). As such, this risk can greatly affect investments since penetrating markets when the company is not paying attention to cultural issues in the society will be difficult. The risk index of social risk is 3. Investors should first research the social risk in China and put in place mechanisms to embrace social issues into their investments.
The Technical-commercial risk is China is low because of the culture and business practices in the country. The Chinese culture and the leadership of the country abhors corrupt practices. There are tougher penalties for individuals who engage in corrupt business activities in the country (Tian n.p). The risk of losing investment to trading partners is low. Chinese people value integrity and understand that observing trade agreements is the only way to achieve success in business. The risk index for Technical-commercial risk is 1. Businesses and investors seeking to do business in China should research on reliable and trusted partners whom they risk not to lose their investments.
[bookmark: _GoBack]The natural risk in China is minimal. Even though the country lies in a region that can be affected by disasters such as earthquakes, the country has established a disaster center that provides the necessary warnings to the country. The natural risk is minimal, and investors should not worry about the impact disasters can have on their investments (Tian n.p). The infrastructure in the country is well developed, and the country can readily respond to disasters. The risk index for this risk is one. Investors should consider investing in areas that have a low risk of being struck by natural disasters. 
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