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~ Treasury has been engaging closely with China over developments in the nese renmin
(RMB). China has a long history of facilitating an undervalued currency through
protracted, one-sided intervention in the foreign exchange market and other tools. Over
the summer, China took concrete steps to devalue the RMB. Subsequently, Treasury
determined under Section 3004 of the Omnibus Trade and Competitiveness Act of 1988
that China was a currency manipulator, given that the purpose of China’s devaluation was
to gain unfair competitive advantage in international trade.

Intensive trade and currency negotiations between the United States and China over the
last few months resulted in a Phase One agreement that requires structural reforms and
other changes to China's economic and trade regime in several key areas, including
currency and foreign exchange issues. In this agreement, China has made enforceable
commitments to refrain from competitive devaluation and not target its exchange rate for

competitive purposes. China has also agreed to publish relevant information related to
exchange rates and external balances. Meanwhile, after depreciating as far as 7.18 RMB
per U.S. dollar in early September, the RMB subsequently appreciated in October and is
currently trading at about 6.93 RMB per dollar.

In this context, Treasury has determined that China should no longer be designated as a
currency manipulator at this time.

Treasury remains disturbed by the persistent and excessive trade and current account
imbalances that mark the global economy. The U.S. trade deficit in non-oil goods has
Macroeconomic and reached new historical highs over the last year, rising above 4 percent of GDP. Meanwhile,
the trade and current account surpluses of several major U.S. trading partners remain at
extremely high levels. In aggregate, the current account surpluses of China combined with

REPORY TO CONGRESS

Foreign Exchange
Policies of Major the major U.S. trading partners covered in this Report whose surplus exceeds 2 percent of

GDP totaled $1.1 trillion over the four quarters through June 2019, or around 1.3 percent of

Tradlng Partners of the global GDP. Subdued real interest rates across the global economy are a symptom of

United States substantial excess saving that is not being productively employed within the domestic
economies of Germany, the Netherlands, China, and other major economies. In order to

U'S. DEPARTMENT OF THE TREASURY achieve stronger and more balanced global growth, key economies that have maintained

OFFICE OF INTERNATIONAL AFFAIRS large and persistent external surpluses must pursue reforms that will revitalize

January 2020 domestically driven growth, create productive opportunities for investment, and spark

private sector-led growth.
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