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Weapons in the Currency War

A range of policy tools can drive competitive devaluations and be characterized as
attacks on other countries

Jawboning

When leaders
publicly advocate
for a weaker
currency, they're
said to be “talking it
down” — an implied
threat to take action

Managed FX rates
Some countries,
including China,
don't let their
exchange rates
float freely, but
rather peg to other
currencies or
intervene in the
market directly

Capital controls
Taxing transactions
or limiting transfers
can slow inflows of
“hot money,” cooling
demand for a
currency

Economic stimulus
Cutting interest
rates or pumping
cash into the
economy sends
money fleeing to
other countries with
higher rates,
strengthening their
currencies
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Box 1. New Treasury Thresholds Under the 2015 Act

Previous New
Criteria Benchmark threshold threshold
Total Bilateral
Major Trading Goods Trade 12 largest 1
. 540 billion
Partner Coverage (Imports plus | trading partners
Exports)
Skenif “]BII . Goods Surplus
gnificant Bllateral i1 the United | $20 billion $20 billion
Trade Surplus with
States
the United States
2 Current Account
Material Current 3% of GDP 2% of GDP
Balance
Account Surplus
(3)
Persistent, Net FX Purchases 2% of GDP 2% of GDP
One-Sided
Intervention Persistence of
In Fors(zm Net FX Purchases | 8 of 12 months | 6 of 12 months

Exchange Markets

(months)

Lasof 2018, 21 trading partners exceeded this threshold.

B Vietnam Annual Trade Balance with US

02030405060708091011121314151617 18

W Vietnam Current Account Balance

______ A IE 3% |
M 7|= 2%

02030405060708091011121314151617 18

X2 228 2 1M( Macroeconomic and Foreign Exchange Policies of Major Trading Partners of the United States, 2019.05), Bloomberg, Thomson Reuters, 41323 S&TMIE
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