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ABSTRACT: 

The adoption of predictable, market-determined exchange rate policies is critical for the wellbeing of national and global 

economies. Orderly exchange rate policies facilitate cross-border trade and investments in a sustained manner. However, 

many nations adopt myopic, self-serving exchange rate policies that give immediate gains to the said nations but disrupt 

the international objective of achieving market efficiency. To elaborate, administered undervaluation of a country‟s 

currency tends to improve its trade balance by boosting exports and reducing imports, increase foreign exchange reserves, 

and attract foreign investment. However, this “beggar thy neighbour” attitude is contrary to the primary goal of achieving 

international market efficiency for general welfare. It also runs the risk of nudging other countries to manipulate their own 

currencies in self-defence. From that point on, there is a high possibility of the global economy plunging into pervasive 

economic stagnation and worse. For instance, immediately after the World War I, major economic players of that age, 

competitively devalued their currencies in the hope that the boost in exports would provide the necessary stimulus for 

economic growth. Unfortunately, the said devaluation, combined with protectionist trade policies, contributed 

significantly to the intensity and duration of the Great Depression.  

In fact, the Great Depression served as a catalyst for efforts to create international institutions and compacts that would 

guard against administered pricing of currency. These efforts culminated into the formation of the IMF and the conclusion 

of the GATT- both involved ceding of a part national sovereignty over monetary and trade affairs in the interest of 

boosting standards of living around the world.  However, this international legal framework has not been strong enough to 

tackle the problem of currency manipulation. The practice of administered devaluation of currencies continues unabated 

and this is more worrying- given the interconnectedness and interdependence of economies, currency wars between two 

economies could impact the world economy. It precludes the value of currency from being determined by market 

fundamentals of demand and supply and thereby causes imbalances on cross-border flow of goods, services, and 

investments.  

Prudence indicates that remedial steps are warranted. As the drafters of the IMF's Articles and the GATT recognized, 

currency manipulation and the resultant skewed exchange rates have extensive and undesirable repercussions for 

international trade and investment. With so much at stake, and in the hope that study of the past can encourage a 

constructive course of action for the future, the research paper initially reviews the economic rationale behind currency 

manipulation and studies the difficulties that arise with competitive currency manipulation. It and then focuses upon the 

international legal framework created in response to currency manipulation- both the IMF‟s Articles of Agreement and 

various WTO Agreements. It concludes by suggesting that, short of any amendments to their constitutional charters, the 

WTO and the IMF, in tandem, could apply their resources in a coordinated fashion to deter and hold any resurgence of 

competitive currency manipulation. 

KEYWORDS: Currency manipulation, devaluation, trade equilibrium, inflation, growth, The Great Depression, 

Unemployment, aggregate demand, import substitution, Jamaica Agreement, Most-Favoured Nation, National Treatment, 

Agreement on Subsidies and Countervailing Measures. 

MATERIALS AND METHODS: Doctrinal study with reliance placed on Books, Articles, Caselaws.. 
 

I. INTRODUCTION 

One of the major threats to the stability of the international monetary system has been competitive currency 

manipulation. Competitive manipulation is the use of exchange rate policy to manipulate (usually, devaluate) 

home currency and consequently, gain competitive advantage over trading partners. While it offers certain 
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short-term benefits to the country adopting it, in the long run, it can have a devastating effect on the global 

economy. Still, countries resort to competitive devaluation. 

To understand why, it is pertinent to first understand the structuring of cross-border transactions. Most cross-

border transactions require the buyer of the goods to pay the seller in the seller‟s currency. For instance, a buyer 

of Chinese goods in the United States will need to use US$ to buy RMB to pay for the goods. Likewise, a 

Chinese buyer of U.S. goods will use RMB to buy US$ to pay for U.S. goods. Here, the exchange rate between 

U.S.$ and RMB becomes a vital element to the transaction. Where the exchange rate is „floating‟, it would be 

determined by the market forces of demand and supply. So, greater the demand for a particular currency, the 

higher would be its price. To illustrate through the same example, greater the demand for Chinese goods in the 

United States, there will be a greater requirement for Chinese RMB and consequently, the RMB would become 

more expensive. The RMB would appreciate as against the foreign currency. This means that larger amounts of 

the foreign currency, U.S.$ in this case, would be needed to purchase the same amount of RMB. As a result, the 

Chinese goods become more expensive to the consumer in the United States and automatically, the demand-

supply equilibrium would be restored. Therefore, the floating system of exchange rate determination has an in-

built mechanism to restore equilibrium in currency prices and trade.  

Now, if China were to artificially devaluate its currency, its goods would remain less expensive to the U.S. 

consumer, irrespective of the rise in demand for Chinese RMB. As a result, the United States would continue 

import more Chinese goods. At the same time, goods from United States would become expensive to Chinese 

consumers and as a result, China would import fewer U.S. goods. This affects the trade equilibrium between the 

United States and China without any mechanism for restoration of the said equilibrium. 

Despite global opposition, a lot of countries continue to manipulate currency rates. The Chinese practice is the 

most glaring illustration of competitive currency manipulation in the present day. Unlike other major 

economies, China refuses to allow RMB to float as a form of currency.
1
 China claims that its financial system is 

too unstable to be subjected to floating exchange rates.
2
 Rather, the RMB is pegged to a small basket of 

international currencies.
3
 It evens retains the power to change and lower the RMB‟s peg at any time. 

The core of the U.S. dissatisfaction with China‟s currency system is the claim maintained by many economists  

                                                           
1
 See Daniel C.K. Chow & Thomas J. Schoenbaum, International Trade Law: Problems, Cases, And Materials 44 (2d Ed. 2012) At 

44-48 
2
 See Daniel C.K. Chow & Thomas J. Schoenbaum, International Trade Law: Problems, Cases, And Materials 44 (2d Ed. 2012) At 

45-48 
3
 Id 
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and politicians that China‟s currency exchange rate is consistently undervalued.
4
 The United States argues that 

China‟s RMB is undervalued by 45%. Currently, the market exchange rate stands at 6.65 RMB to 1 US$. If the 

45% devaluation is taken into account, the exchange rate stands at 2.9RMB to 1 US$. This means that US 

consumers are purchasing almost 7RMB of Chinese goods for 1 US$ instead of 2.29RMB worth of Chinese 

goods for 1 US$. To counter the adverse effects of administered valuation of Chinese currency on the trade 

balance between US and China, the US Government imposes a countervailing duty on Chinese products. If 

other countries follow suit, the global economy might fall into a rut. For the US, the trade imbalance means 

shutting down of factories are they are unable to compete, the resultant unemployment, and depressed wages 

for the jobs that survive.
5
 

China is not the only country resorting to this practice. Other countries like Venezuela (2018), Zimbabwe 

(2008) have also resorted to currency manipulation due to the following short-term advantages that flow from 

such manipulation: 

1. Improved Current Account Deficit- Devaluation renders exports cheaper when compared to domestic 

goods in foreign countries. As a result, there is a greater demand for exports from economies that have 

resorted to devaluation. At the same time, imports become more expensive in these countries; thereby, 

resulting in a reduced demand for imported goods in these countries. The net effect of increased exports 

and reduced imports is an improved current account deficit.   

2. Increased Aggregate Demand
6
 that can result in higher rates of economic growth. The high export 

demand will spur economic activity, industrialisation, and employment. 

However, persistent manipulation of currency rates will expose the domestic economy and the global economy 

to the following risks: 

1. Inflation- Devaluation is likely to cause inflation due to: 

 The resultant increase in the price of imported goods/raw material will have two consequences- import 

of consumer goods will directly increase the rate of inflation while the import of capital goods and raw 

materials will push up the cost of production of finished goods, thereby, resulting in cost-push inflation.  

                                                           
4
 Economists first calculate what the exchange rate would be if the RMB were allowed to float; the PRC pegged rate is then compared 

to the hypothetical floating or market rate of exchange. It can then be determined if the pegged rate is higher or lower than the market 

rate. If the pegged exchange rate is lower than the market rate, then China is in effect devaluing its currency. 
5

 See Fred Bergsten, Currency Manipulation: Why Something Must be Done, FORBES (Feb. 25, 2015), 

http://www.forbes.com/sites/realspin/2015/02/25/currency-manipulation-why-somethingmust-be-done/#209e677f31c8 

(countervailing duties must be imposed to offset effects of China‟s currency manipulation). 
6
Aggregate Demand (AD) or Domestic Final Demand (DFD) is the total demand for final goods and services in an economy at a 

given time. 
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 Import substitution- As the demand for exports increases, there will be reduced availability of the said 

good in the domestic market. At the same time, because the cost of imports increases, domestic 

consumers would want to consume domestically produced goods. With the resultant increase in demand 

for domestic goods, there will be demand-pull inflation.  

2. Reduced real wages and purchasing power of citizens-With inflation increasing at a rate higher than the 

increase in wage rate, there will be a fall in the real wages of a domestic worker and resultantly, a fall in 

his/her purchasing power.  

3. Rapid and continued devaluation makes investors hesitant to hold government debt as devaluation is 

effectively reducing the real value of their holdings. While initially, devaluation attracts foreign 

investment,continued devaluation may scare off international investors. 

4. Impact on growth- Refusing to learn from the experience of the Great Depression, competitive currency 

manipulation favours a myopic, beggar-thy-neighbour approach
7
. In the short term, it benefits the 

economy that adopts it. But in the long term, it is harmful to the said economy
8
 and the global economy. 

It destabilizes the global economic balance by working contrary to the market fundamentals. As 

evidenced by the Great Depression, competitive devaluation by one country will nudge others to adopt 

similar policies that will only bring the global economy to ruin.  

Clearly, the debilitating effects flowing from currency manipulation outweigh the plausible benefits. It is in 

recognition of this reality that all Bretton Woods institutions, in their design and regulatory concerns, have had 

their central focus as maintaining orderly trade and exchange arrangements.  

II. REGULATORY FRAMEWORK RELATING TO CURRENCY MANIPULATION 

Evolution of the Regulatory Framework relating to currency manipulation 

The first major instance of intention currency manipulation came immediately after the World War I. In an 

attempt to revive their battered economies, major economic players adopted aggressive nationalist economic 

policies, including currency undervaluation, to gain competitive advantage in trade
9
. Britain, France, United 

                                                           
7
 Growing U.S. trade deficits with China—due, in part, to the Chinese government‟s manipulation of its currency—caused 2.4 million 

U.S. jobs to be lost or displaced in manufacturing and other trade-related industries between 2001 and 2008 alone. 
8
 See also, China Currency Under Pressure WASH. Post, May 3, 2011, at A-16 [hereinafter "China Currency Under Pressure"]., The 

Chinese government's policy of setting a low exchange rate contrary to market forces is increasingly being recognized in China as 

exacerbating inflation of prices for important items such as imported fuel and food, restricting domestic consumption, and limiting 

international use of the renminbi. Since it distorts the balance achieved by the market, it allows export-oriented businesses to benefit 

for reasons other than efficiency. 
9
Andreas F. Lowenfeld, International Economic Law, Volume Iv: The International Monetary System 14 (2d Ed. 1984) [Hereinafter 

"International Economic Law 1984"]. 
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Kingdom and other major economies of the age followed a beggar-thy-neighbour
10

policy wherein they 

devalued their currencies in order to boost exports and followed a protectionist, nationalist trade policy. At that 

time, national monetary policy was viewed as a prerogative of the sovereign. There was no institutional or legal 

framework to oversee and regulate harmful economic behaviour in terms of monetary policy. As a result, when 

World War I broke out, there was no legal obligation holding countries to the gold standard on currency value 

determination and the system collapsed overnight. As trade contracted sharply and unemployment increased 

worldwide, each of the major countries tried to use competitive devaluations, multiple exchange rates, trade 

restrictions, subsidies, and controls of various kinds to divert economic distress abroad.
11

 In the absence of an 

institutional and legal framework to tackle economic distress, each Nation was left to its own devices to 

recover- and these Nations adopted myopic measures such as devaluation to boost exports and employment As 

a result, they exported unemployment and stagnation to other countries. As all countries picked up policy, the 

world economy plunged into depression.  

Learning from this experience of the Great Depression, post-World War II, these countries shared a revulsion 

towards nationalist economic policies. The Great Depression made the economies reminisce the advantages of 

fixed exchange rates, trade expansion, and growth of transnational investment. An understanding was 

established that competitive currency depreciation, high tariff and non-tariff barriers will only devastate 

national economies and international trade and investment. World economies came together to construct a 

multilateral rule-based trading and monetary system. In the special context of international monetary policy, 

they underlined the need for relatively stable exchange rates- the monetary system was to maintain stability 

while allowing for administered pricing only to correct fundamental long-term distortions- not to obtain 

competitive advantage in international trade.  

This led to the establishment of the International Monetary Fund (IMF), International Bank for Reconstruction 

and Development (IBRD/ World Bank), and the conclusion of General Agreement in Tariffs and Trade 

(GATT). The IMF came into formal existence in December 1945, when its first 29 member countries signed its 

Articles of Agreement. It began operations on March 1, 1947.
12

 One of its primary purposes was to "promote 

exchange stability, to maintain orderly exchange arrangements among members, and to avoid competitive 

exchange depreciation."
13

 The IMF‟s initial Articles of Agreement ensure stability of exchange rates by 

adopting a gold-based, par-value system, while under the Jamaica Agreement, it permitted certain flexibility 

                                                           
10

 Dietmar Rothermund (1996). The Global impact of the Great Depression 1929–1939. Routledge. ISBN 0-415-11819-0 Pages 6-7 
11

Andreas F. Lowenfeld, International Economic Law 500 (2003) (internal citations omitted) [hereinafter "International Economic 

Law 2003"]. 
12

 Cooperation and Reconstruction (1944-71), Int'l Monetary Fund (last visited Apr. 5, 2011), available at 

http://www.imf.org/external/about/histcoop.htm. 
13

 Article I (iii) of IMF Articles of Association 
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within defined limits.
14

 Even the GATT
15

 provided a set of "commercial policy principles to guard against the 

value of the tariff concessions being eroded by other, non-tariff restrictions."
16

This was a marked change in the 

international monetary system- from an informally regulated laissez-faire model to a genuinely international 

system whereby nations surrendered a degree of economic sovereignty and accepted a measure of oversight by 

international institutions.
17

 It was hoped that the IMF and GATT/WTO would usher a new rule-based, orderly, 

stable trading and currency exchange regime for the world. However, that was not the case. As is evidenced by 

the unabated practice of exchange rate manipulation by numerous economies
18

, these international institutions 

have not been effective in fulfilling their mandate. Before analysing the reasons for their failure, it is pertinent 

to look at their provisions in detail. 

Regulatory Framework under the IMF‟s amended Articles of Agreement (The „Second Agreement‟ or the 

„Jamaica Agreement‟) 

The Second Agreement permitted members to establish exchange arrangements of their choice while tasking 

the IMF with surveillance and review of exchange rate policies.
19

 The members were therefore allowed to 

choose their exchange rate regimes but they still had to comply with IMF‟s Articles. 

Article IV contains certain obligations regarding Exchange Arrangements. All member nations are under the 

obligation to assure orderly exchange arrangements and promote stability in exchange rate systems. In 

particular, they are required to promote stability in their economic and monetary systems, align their policies 

with the IMF‟s goal of orderly exchange arrangements, avoid exchange rate manipulation
20

 to gain unfair 

competitive trade advantage over other members, etc. Section 1(iii) of Article IV is "the key specific obligation 

that relates to exchange rates."
21

 Article IV(1)(iii) requires members to "avoid manipulating exchange rates or 

the international monetary system in order to prevent effective balance of payments adjustment or to gain unfair 

                                                           
14

 H.D. White, The International Monetary Fund: Some Criticisms Examined, 23 FOREIGN AFFAIRS 195, 208 (1944-45) at 195, 

199 
15

 Havana Charter, which would have created the International Trade Organization to facilitate free trade via the reduction of tariff 

rates and rules of non-discrimination. 
16

 Richard N. Gardner, Sterling-Dollar Diplomacy: The Origins And The Prospects Of Our International Economic Order 361 (2d Ed. 

1969). 
17

 Dietmar Rothermund (1996). The Global impact of the Great Depression 1929–1939. Routledge. ISBN 0-415-11819-0  Page 128 
18

China since 2001, Venezuala since 2018, etc.China's intervention in 2003 exceeded the total increase in its GDP. Japan's 

intervention in the first quarter of 2004 exceeded the global total of the US current account and budget deficits, i.e., the Bank of Japan 

by itself more than financed each of our twin deficits. As a result of this intervention, all four countries cited here amassed foreign 

exchange reserves far in excess of any conceivable needs they might have-to levels of $850 billion for Japan, almost $500 billion for 

China, $200 billion for Taiwan, and $160 billion for Korea. 
19

North-South: A Program For Survival, The Report Of The Independent Commission On International Development Issues Under 

The Chairmanship Of Willy Brandt 205-206 (1980) 
20

 Intervention was permitted only if rendered necessary to counter disorderly conditions characterized by disruptive short-term 

movements in the exchange value of the member's currency. Protractive long-term intervention in currency markets was prohibited. 
21

 " Michael Mussa, IMF Surveillance over China's Exchange Rate Policy, Paper Presented at the Conference on China's Exchange 

Rate Policy, PETERSON INST. FOR INT'L EcoN. 8-9 (Oct. 19, 2007) at Page 10 
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competitive advantage over other members."
22

 Therefore, for action under Article IV, a member should have 

deliberately manipulated exchange rate with the intent to prevent effective balance of payment adjustment or 

gain unfair competitive advantage over other members.
23

 

Under the Second Agreement, the IMF is charged with surveillance, review, and consultations (that includes the 

power to call on members to take specific actions) to ensure orderly exchange rate arrangements. The IMF‟s 

primary purpose is to curb competitive currency manipulation. The IMF does have the broad authority to call 

upon a member to align its exchange rate policies with the overall global objectives of order and stability. 

However, “when the Fund consults with a poor and weak country, the country gets in line. When it consults 

with a big and strong country, the Fund gets in line. When the big countries are in conflict, the Fund gets out of 

the line of fire." The IMF lacks an Enforcement or Dispute Settlement mechanism. Without an Enforcement or 

Dispute Settlement mechanism like that of the WTO, the IMF has little leverage, except moral suasion, 

especially over strong economies that have abundant foreign exchange reserves. This has rendered the IMF 

largely ineffective against major global economic players. 

III. CURRENCY MANIPULATION- REGULATORY FRAMEWORK UNDER THE WTO 

"There are compelling reasons for the WTO to address exchange rate undervaluation .... An undervalued 

exchange rate is both an import tax and an export subsidy and is hence the most mercantilist policy 

imaginable."
24

- Arvind Subrmanian and AadityaMattoo 

As evidenced by the Great Depression, competitive currency undervaluation can be corrosive and destabilizing 

to global trade, economic growth, and well-being. It adversely affects cross-border trade and in that, it violates 

the following principles of the GATT: 

A) Article I of the GATT embodying the principle of Most-Favoured-Nation (MFN)- The principle 

requires member States of the WTO to behave in a non-discriminatory manner. The prohibition on non-

discrimination extends to de facto and de jure discrimination.
25

 Inparticular, the principle is violated if any 

member State is extending a particular advantage to one or few other member States to the exclusion of 

others.
26

 

For instance, Country A undervalues its currency relative to country B‟s currency. There is another country C  

                                                           
22

 Id. 
23

 Clarified in the 2007 "Decision on Bilateral Surveillance over Members' Policies" adopted by the IMF Executive Board. 
24

Arvind Subramanian and AadityaMattoo, Currency Undervaluation and Sovereign Wealth Funds: A New Role for the World Trade 

Organization, 2 Working Paper No. 142, CTR. FOR GLOBAL DEV. (2008) 
25

See, e.g., Appellate Body Report, Canada - Certain Measures Affecting the Automotive Industry, WT/ DS139/AB/R, 

WT/DS142/AB/R, 1 78 (June 19, 2000). 
26

See Panel Report, Indonesia - Certain Measures Affecting the Automobile Industry, WT/DS54/R, WT/DS55/ R, WT/DS59/R, 

WT/DS64/R, 1 14.138 (July 23, 1998) 
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whose currency, by reason of market forces, is weaker than the currencies of both country A and B. Country C 

will have a competitive advantage over country B in terms of trade in country A. This is because country C‟s 

exports to country A will be less expensive than country B‟s exports to country A only due to country A‟s 

administered undervaluation of its currency relative to country B‟s currency. This implies that Country C is 

gaining from country A‟s practice of artificial devaluation relative to the currency of country B. And country B 

is being deprived of similar benefits.  

B)  Article II of the GATT relating to tariff bindings forbids the imposition of "ordinary customs duties" 

and "all other duties or charges of any kind" in excess of a member state's tariff binding. It also requires that 

every member State‟s schedule of concessions be effected on an MFN basis.
27

 To ensure strict compliance with 

the requirement of adherence to tariff bindings, Article II also forbids members from altering their method of 

converting currencies so as to impair the value of tariff concessions.
28

 

In the context of the preceding illustration, assuming that A has persistently undervalued itscurrency in relation 

to B by 30 percent. The exchange rate, without the said undervaluation, would have been 7A=1B. Due to the 

undervaluation, it stands at 10A=1B. Like all other WTO member States, A is under a tariff binding to limit its 

ad valorem tax to 5% of the value of the good imported. Without the administered undervaluation, a good 

worth 700B= 4900A for which the ad valorem tax would be 245A (5% of 4900A) . Due to the undervaluation, 

a good worth 700B= 7000A for which the ad valorem tax would stand at 350A (5% of 7000A). This means 

that though technically, country A is sticking to its tariff bindings, in spirit, it is vitiating the purpose and 

discipline of Article II. 

C) Article III of the GATT and the requirement of Non-Discriminatory National Treatment for Imports 

As a provision to tackle protectionism, Article III requires that once imported, all products be accorded 

treatment no less favourable than that accorded to like products of national origin in respect of all laws, 

regulations and requirements relating to sale, offering for sale, purchase, distribution, etc.
29

Again, in the 

preceding illustration, once imported, B‟s goods would also face higher indirect taxes in country A only due to 

the fundamental misalignment of A‟s currency as against that of B. Like goods of domestic origin would not 

face magnified indirect taxes as undervaluation of currency does not affect them. 

D) Articles VI and XVI of the GATT and Subsidies  

Article VI of the GATT recognises that certain currency practises amount to an export subsidy and they may be 

met by imposition of countervailing duties. Article XVI requires member States to notify other States of 

                                                           
27

Detlev F. Vagts, William S. Dodge, & Harold Hongju Koh, Transnational Business Problems 129- 30 (4th Ed. 2008) At Page 132 
28

 Article II:3 
29

Article III:4, GATT 
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currency practices that have an effect of a subsidy.
30

 Further, the Agreement on Subsidies and Countervailing 

Measures (ASCM) amplifies these provisions by adding the specifics.
31

 Under the ASCM, a subsidy exists 

when  (1) there is a governmental financial contribution and (2) the recipient of that contribution receives a 

benefit from that contribution.
32

 If both these criteria are fulfilled by a subsidy that has the requisite 

„specificity‟
3334

, there are certain counter measures that can be legally initiated. For instance, countervailing 

duties may be imposed if the importing country can show that it is materially injured by the subsidized imports. 

While the specificity of administered undervaluation has been a divisive legal issue, the administered 

undervaluation, inarguably, has the effect of a subsidy that should attract countervailing measures. It is hoped 

that this debate would be put to rest soon through a multilaterally agreed, negotiated clarification or an 

amendment to the ASCM. 

E) Article XV of the GATT - Exchange Arrangements 

Article XV acknowledges the interactive overlap between exchange measures and trade measures. It imposes a 

general obligation on member States to refrain from frustrating the intent of the GATT and Articles of 

Association of the IMF by exchange action and trade action respectively.
35

 

The preceding analysis leads us to the conclusion that currency manipulation erodes GATT‟s core values and 

give rise to a cause for complaint. Like Harry Dexter White said, the reduction of barriers to international trade 

is not possible without the assurance of orderly exchange rates and freedom in exchange transactions for trade 

purposes.
36

However, WTO has not been able to deal with currency manipulation due to disputes regarding 

WTO‟s jurisdiction over matters relating to exchange rates. 

As a result, the practice of currency manipulation has continued unabated. 

IV. CONCLUSION 

Competitive currency depreciation continues to be a serious problem with major economies routinely and 

persistently resorting to the practice to gain unfair trade advantage. This is because the current legal and 

regulatory framework is toothless.  

                                                           
30

There are exceptions to Article XI: 1; see, e.g., GATT, supra note 4, at art. XI:2, As when export prohibitions or restrictions are 

temporarily necessary to relieve critical shortages of foodstuffs. 
31

Moreover, in the event that GATT Articles VI and XVI are ever found to be in conflict in any way with the ASCM, the ASCM is to 

prevail. See id. at General Interpretative Note to Annex IA, reprinted in Uruguay Round Agreements Act, Statement of 

Administrative Action, H.R. Doc. No. 103-316, Vol. I at 1338 (1994). 
32

Article 1.1, ASCM 
33

Article 3, ASCM 
34

 In the context of currency devaluation, specificity can be proved in terms of the fact that the subsidies are export-specific; i.e., 

available only for exporters and not for domestic sales of the same good.  
35

 Article XV:4 
36

H.D. White, The International Monetary Fund: Some Criticisms Examined, 23 FOREIGN AFFAIRS 195, 208 (1944-45) at Page 

195 
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The IMF has primarily been tasked with regulation of exchange rate arrangements. However, the breakdown of 

the Bretton Woods systems in the late 1970s, coupled with the fact that the IMF has no Dispute Settlement or 

Enforcement mechanism has weakened IMF‟s oversight over exchange arrangements. On the other hand, while 

currency manipulation violates the founding principles of GATT and adversely impacts world trade, WTO‟s 

jurisdiction over the matter has been questioned as the WTO was primarily established to oversee trade.  

Fortunately, the WTO and the IMF share complementarity of objectives and functional complementarity. Both 

aim at ushering a multilateral rule-based trading and currency system while the WTO has a strong Dispute 

Settlement mechanism that allows for compensation and suspension of concessions for the member in violation. 

The recognition of this complementarity of objectives and functions must nudge the WTO and the IMF to 

deepen their partnership while respecting each other‟s jurisdiction and expertise. They should work together to 

eradicate enforced currency misalignment and its adverse effects on international trade. This way, they can 

overcome the political sensitivities involved.  

The experience from the Great Depression suggests that unless countries are willing to cede a part of their 

sovereignty over their monetary and trade policies, the global economy will plunge into despair. The risk of the 

global economy falling into a rut is only higher, given that present global economy is increasingly 

interdependent. Therefore, it is vital that the IMF and WTO join forces to guard against exchange rate 

disruptions in the hope for better standards of living for all. 


