China’s Exchange Rate Policy:
Overview of Some Key Issues

Conference on China’s Exchange Rate Policy

Washington, DC
October 19, 2007

Nicholas R. Lardy
Senior Fellow

Peterson Institute for International Economics

I
||I Person nstitue
' nnnnnnnnnnnnnnnnnnnnn NICh0|aS R Lal’dy



Real Effective Exchange Rate of RMB
Feb 2002 — Sept 2007
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China’s Current Account

1992 - 2007F

16%

460

410 +

360 |

N N w
[y o =
o o o
| | |
I

US$ Billion

160 |

110 +

1 14%

+ 12%

+ 10%

T 8%

+ 6%

T 4%

T 2%

+ 0%

1 -2%

-4%

for International Economics

#Pelersnn st

== Current Account Balance =#=9; of GDP

Nicholas R. Lardy



Nominal RMB-Dollar Exchange Rate and
Prices of Chinese Imports in the US
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Percent of GDP

Household Savings and Interest Income

1992-2006
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Real Interest Rate on Household
Demand Deposits, Jan 2003-Aug 2007
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