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New Treasury Secretary Timothy Geithner potential-
ly stirred up a hornet’s nest in his reply to a ques-

tion posed by Sen. Charles E. Schumer (D-N.Y.) of the
Senate Finance Committee on Jan. 21. When asked about
the new administration’s stance on China’s monetary 
policy, Geithner replied, “President Obama — backed 
by the conclusions of a broad range of economists —
believes that China is manipulating its
currency.”

While China’s active management
of its currency, the yuan (or renminbi),
is a widely known reality, to label it as
“manipulation” — a term with a dis-
tinct connotation of, as Geithner puts
it, “undermining fair-trade principles”
— goes slightly beyond the language
the previous U.S. administration had
used.

Gradual appreciation
In 2005, China ended the direct peg of
its currency to the U.S. dollar in favor
of a “limited float” against a basket of
currencies. The yuan gradually appre-
ciated over the next few years, but the
U.S. consistently pressured China to
allow the currency to strengthen fur-
ther, arguing it remained highly
undervalued. 

However, Figure 1 shows the U.S.
dollar/Chinese yuan (USD/CNY) pair
hit a wall in July 2008 as the world eco-
nomic meltdown hit full stride. The
pair has since traded mostly in a tight
range between 6.8 and 6.9.

The U.S. Treasury Department is
required to release two reports a year,
one in April and one in October, high-
lighting potential foreign exchange
conflicts. In these reports it can name
countries it believes are manipulating
their exchange rates. Under U.S. law, if
a country is designated a “currency
manipulator,” the Treasury Depart-
ment is required to attempt to resolve

the issue through diplomatic means. If that process fails,
measures to correct the imbalance can go so far as the
implementation of trade tariffs; the confrontational scenario
in this case could result in U.S. import duties on Chinese
goods.

China was the U.S.’s second largest trade partner behind
Canada according to Census Bureau data through

Managed money: Barclay Trading Group’s 
currency trader rankings for December 2008

Top 10 currency traders managing more than $10 million 
as of Dec. 31, ranked by December 2008 return.

2008 $ Under
Rank Trading December YTD mgmt.

advisor return return (millions)

1. Friedberg Comm. Mgmt. (Curr.) 26.56% 21.48% 84.3

2. DynexCorp Ltd. (Currency) 9.26% 2.03% 53.5

3. Appleton Cap'l (25% Currency) 7.18% -17.61% 13.6

4. Goldman Sachs (Fund. Currency) 5.46% 27.26% 316.5

5. Dominion Capital Mgmt. (FX) 4.36% 3.99% 10.0

6. Excalibur Absolute Return Fund 3.74% 12.22% 26.1

7. QFS Asset Mgmt (QFS Currency) 3.03% 1.30% 728.0

8. Appleton Cap'l (10% Currency) 2.99% -4.42% 23.7

9. 24FX Management Ltd 2.90% 32.51% 24.1

10. Hathersage (Daily Currency) 2.86% 12.40% 125.3

Top 10 currency traders managing less than $10 million and more than 
$1 million as of Dec. 31, ranked by December 2008 return.

1. FEM Currency Portfolio Ltd 9.07% 9.94% 1.3

2. Dominion Capital Mgmt. (FX) 4.36% 3.99% 10.0

3. H3 Global Advisors (Currency) 3.67% 1.48% 4.6

4. Forex Cap'l Mkts (Trend Strat) 3.41% 0.22% 2.7

5. Forex Cap'l Mkts (Trend Strat II) 3.38% -18.19% 5.3

6. Ketch Capital Management (Tack Fund) 3.36% 3.62% 4.0

7. Coe Capital Advisors (FX) 2.36% 8.02% 4.1

8. Hyman Beck (FastTrac) 2.29% -1.27% 2.0

9. Wallwood Consultants (Forex) 2.04% -41.49% 2.0

10. Swing Capital (FX) 1.79% 27.93% 7.0

Source: BarclayHedge (http://www.barclayhedge.com). Based on estimates of the composite of all
accounts or the fully funded subset method. Does not reflect the performance of any single account.
PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE PERFORMANCE.
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New Treasury Secretary claims 
Chinese currency manipulation
While China’s tight currency leash is hardly a secret, Treasury Secretary Timothy Geithner introduced

some harsher terminology as he establishes the new administration’s stance on the issue.
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