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China is not a currency manipulator
That’s good news but it does not affect China’s currency strategy

Source: Shutterstock

China isn’t a currency manipulator, according to the US Treasury’s bi-annual currency report.
When the US Treasury told the world that China has acted to avoid a “disorderly” depreciation
and allowing the CNY to strengthen against the USD, it is odd because the result has been
mainly linked to the weakening dollar.

The US report does not mean whether China has reduced intervention or will intervene less.
The report is just a description that CNY has appreciated against the dollar. During March to
June the CNY appreciation speed stagnated vs the then fast weakening of the dollar. That
deviation had been caught up by September.

The CNY fixing mechanism follows the prior day close plus a basket of currencies (which we
believe is the USD index basket), and the recently introduced counter-cyclical factor. Among
these three factors, the countercyclical factor looks like a black box to us, and doesn’t seem to
be applied daily.

Going forward, with a weakening USD the People's Bank of China (PBoC) will be happy
to ride the trend to strengthen the CNY and attract net capital inflow into the
Mainland. 

In his speech, yesterday President Xi mentioned allowing the market to play a more
significant role in pricing. Though he did not pinpoint a particular market, his tone
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echoed PBoC officials that the central bank would intervene less and allow the market
to find the value of USD/CNY. 

That confirms our view that the CNY trend will be more likely to sync with the direction
of other Asian currencies coming off the weak USD. We reiterate our 6.50 USD/CNY
forecast for the end of 2017 and forecast further 4% appreciation in 2018.

Author

Iris Pang
Chief Economist, Greater China
iris.pang@asia.ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BR000341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

mailto:iris.pang@asia.ing.com
https://www.ing.com

