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Today, the exchange rate between the Chinese Yuan and the American Dollar is approximately Yuan to 1 Dollar. Some
argue that China should revalue the.

Choosing the former, it set the rate at 6. In Singapore, the one-year yuan non-deliverable forward rate then
rose to 7. European Union Textiles and Clothing imports Zoom Original jpeg, 56k 12Third, the current
undervaluation should only come from a recent appreciation of the equilibrium real exchange rate because: i
the Real Effective Exchange Rate REER is almost stable since as reported in Figure 1; and ii was marked by
depreciation tensions, suggesting the exchange rate was not undervalued in this year. Less welcome will be the
export of unemployment, as Beijing effectively prices western workers out of a job to protect its own
economy. When a government pegs its currency, it essentially commits to a non-inflationary monetary and
fiscal policy - something which the Chinese have consistently delivered. Second, a change in or lifting of the
yuan peg to the dollar at this time could threaten financial instability in China, which has a heavily
debt-burdened, inefficient state-owned financial system where an estimated one-third of all loans are
unrecoverable. Additional destabilising effects on the financial sector may be expected if the revaluation is
carried through a flexibilisation of the exchange rate, but this point is related to the exchange rate regime, and
not to the revaluation itself see below. However, one can suggest that trade balances would be more relevant
than exports and then recognise that Chinese imports also grew rapidly last year. In other words, if China were
to stop earning surplus US dollars over and above what it needs for imports and lending them to the US
government, the dollar would fall even further taking the yuan down with it , inflation would rise in the US,
and so would interest rates. It's the weakness of the dollar which has caused the yuan to be weak. A cheaper
yuan, of course, means a stronger dollar, and that hurts U. How can it help the Chinese economy? Is the yuan
undervalued? A Treasury Department spokesperson reacted cautiously to China's devaluation and its planned
reforms to its currency system. But cheaper Chinese goods will reduce inflationary pressures and keep interest
rates lower for longer. However, such a result depends on the very nature of trade imbalances and on the value
of trade price-elasticities. Some US industries have reacted to the economic slowdown by accusing a top
exporter, China, of purposefully undervaluing the yuan. In the meantime, they would lose profits until their
new strategies could be implemented. Real Effective Exchange Rate and Yuan Misalignement Zoom Original
jpeg, 80k 9What reasons are there to be sceptical about the existence of a large undervaluation? This small
revaluation 2. Print China has devalued the yuan, also known as the renminbi or RMB. The devaluation of the
yuan isn't likely to affect the U. In the second half of , the Chinese government shocked markets by devaluing
the yuan. So, China will probably continue to manage its currency in the background even if it keeps its value
against the dollar relatively high, analysts said. The exchange rate stabilised at RMB8. In January, China's
currency extended gains by another 3. Morgan Stanley analysts said in a note this week that the
trade-weighted yuan should remain "largely stable" around current levels as Beijing's capital control efforts
have worked. They tried in , it didn't work, turned into a vicious cycle and they're kind of stuck right now with
always trying to control everything but not knowing how to get a weaker currency through a structural
slowdown in a way that does not cause a lot of disturbances to domestic financial markets for instance," said
Jason Daw, head of emerging markets FX strategy at Societe Generale. Others believe that current should
allow â€¦show more contentâ€¦ This would allow people in the United States to export the goods they produce
more easily due to them being relatively cheaper in comparison to their past price. As in other countries, this
was to ensure that currency volatility would not interfere with trade and investment flows on which the
country's growth vitally depends, and to build confidence in the currency and the government's management of
it. The basis on which the government had fixed the daily exchange rate has been a secret, though significant
capital outflows in recent months have suggested that the yuan should be losing value and it hasn't. Against a
trade-weighted basket of currencies, the Chinese yuan is still mostly stable. At the time, China was
commended by the international financial community as well as its Asian neighbors for resisting the
temptation to similarly devalue, instead maintaining the competitiveness of its exports through the painful
process of domestic deflation. And then, there is the Trump factor should China be seen to deliberately adjust
its currency downward. Here's what you need to know: What does it mean for a country to devalue its
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currency? The huge and ballooning US current account trade in goods and services deficit, for example, is
caused mainly by record low domestic savings and a record large budget deficit. Australian dollar falls to 
Trade intensity is a basic argument for pegging: The United States is still a major trade partner of East Asian
countries even if share has slightly declined over the last two decades , and of China in the United States
accounted for  Furthermore, the benefits of the dollar peg are reinforced by the lack of foreign exchange rate
hedging instruments the only way to hedge foreign exchange risk with yuan is to rely on the offshore
non-deliverable forward markets located in East Asian financial centres, mainly Hong Kong and Singapore 
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