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quietly acquiescing in the dollar"s recent slide
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A strong dollar is in




our nation"s interest and currency values
should be determined in open and competitive markets in response to underlying

economic fundamentals.

Quiet Acquiescence Holds
Possible Risks for Economy;

Surge in Exports in March

WASHINGTON -- The Bush administration is quietly acquiescing in the dollar"s
recent slide, a potentially risky approach but one it hopes may gently narrow the

yawning U.S. trade gap by realigning world currencies.
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Treasury Secretary John Snow and other members of President Bush®s economic team

see continued dollar weakness -- combined with stronger economic growth abroad --

helping curb the trade deficit, according to people familiar with the

administration®s thinking.

"I1f we"re going to get our trade deficit down to manageable proportions, it"s
hard to see how that could happen without a very substantial depreciation of the
dollar, and that means against most currencies,” says Princeton University

economist Alan Blinder, a former vice chairman of the Federal Reserve Board.
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U.S. might move to stem the decline of dollar

inflation fear
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This report expresses particular concern about the international economic and
exchange rate policies of China and reaches the central conclusion that far too
little progress has been made in introducing exchange rate flexibility for the
renminbi. In the final analysis, however, the Treasury Department is unable to

determine, from the evidence at hand, that China's foreign exchange system was

operated during the last half of 2005 for the purpose (i.e., with the intent) of

preventing adjustments in China's balance of payments or gaining China an unfair

competitive advantage in international trade.
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