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Perspective on Revaluation of Chinese Yuan and Effects on the Korean Exports
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Abstract

China has pegged its currency to the US dollar (at RMB 8.3 to the dollar) since 1994. The yuan’s
dollar peg has increased demand for chinese exports, which account for about a third of gross domestic product.
The peg has also helped to attract $308 billion in foreign investment.

But there has been criticism that China has over the past two years been engaging in protracted, large-
scale intervention in one direction in exchange markets. According to many reports, RMB is undervalued
by somewhere between 15 and 30% by manipulation.

China may not want to float the currency at once, since doing so would have a dramatic and negative
effect on the economy. However, there has so far been strong pressure from trading partners including the
Unite States, Japan, EU.

Considered all these things, China may eventually allow some changes in the Yuan’s value. This may
come in the form of widening a band of movement for the currency, rather than letting it float freely in

the market.
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