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FINANCE • CHINA TRADE WAR

Will There be a Currency War? Behind China’s
‘Momentous’ Decision to Weaponize the Yuan

By Erik Sherman August 5, 2019
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Devaluation is an economic tool because it combats tariffs. "Allowing the

yuan to weaken makes Chinese imports into the United States less

expensive, effectively offsetting the impact of the tariffs, and making

U.S. companies less competitive," said Nicole Tanenbaum, chief

investment strategist at Chequers Financial Management. In addition, a

"weak yuan will help boost the China's exports while hurting foreign

competition," so China might be able to additionally support its exports

with other markets.

Ultimately, though, this was "not about the currency, but rather the

signal that the trade war is heating up," Engle said.
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