China Currency Manipulation Act of 2008
(Bunning-Stabenow)

What the amendment does?

· Makes a Congressional finding that the Chinese government is deliberately intervening in currency markets to keep the value of the Yuan low against the dollar to gain an unfair competitive advantage.
· Instructs the Secretary of the Treasury to designate China under a federal law that requires Treasury to monitor the currency practices of foreign nations.

· Requires the Secretary to take the steps specified in Dodd-Shelby currency legislation reported by the Senate Banking Committee in July 2007 with respect to currency manipulators.
Why it’s needed.

· Despite China’s massive intervention in currency markets, despite the approx. $1.4 trillion in reserves it has built in service of that effort, and despite the $1.2 trillion trade surplus China has accumulated since 2000, the Treasury Department has maintained in every semi-annual determination since the Spring of 1994 that China is not deliberately manipulating its currency.  The bill will change this, finally.
· Senior IMF officials have stated that they are influenced by Treasury’s semi-annual determinations on China.  They have said that U.S. officials can’t criticize the IMF for failing to act when Treasury’s own semi-annual report gives China a clean bill of health.  (See “IMF Chief Opposes United States on China,” Paul Blustein, Wash. Post, Sept. 28, 2005, D 06)
· Article IV of the International Monetary Fund (IMF) charter requires members to “avoid manipulating exchange rates . . . to gain an unfair competitive advantage over other members,” and Article XV of the General Agreement on Tariff’s and Trade (GATT) enjoins members from maintaining exchange rate policies that “frustrate the intent” of the GATT.  When called to enforce Article XV, the World Trade Organization (WTO) looks to the IMF for guidance.  

· With the United States’ support, the IMF can help to moderate China’s historic currency-induced trade surplus in an orderly way.  The bill would require Treasury to negotiate directly with China and to seek IMF assistance to end China’s currency policies.  IMF support may be needed to pave the way for a successful challenge to China’s practices under Article XV of the GATT.
· China’s currency practices not only subsidize Chinese exports but they are a formidable barrier to U.S. imports into China.  The bill would help to remove this barrier to trade.
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