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By Andrea Ricci 

NEW YORK (Reuters) - The dollar fell in choppy trade on Thursday as traders tried to sort out what a surprise interest rate hike from China meant 
for currencies. 

The dollar initially rallied on the news, especially against the yen and the commodity currencies, as traders reckoned a slowdown in China's 
economy would adversely affect its Asian neighbors and crimp demand for raw materials. 

But the dollar soon fell as the market mulled whether the rate hike suggested that a revaluation of China's currency also might be in the offing. 

Michael Woolfolk, senior currency strategist at Bank of New York, said he believed the rate hike "takes off the table" a near-term revaluation of the renminbi. 

"It means that China is attempting to use more traditional policy measures to attempt to control imbalances in the economy and is likely to continue to use those rather than fall back on 
foreign exchange," he said. 

At the same time, however, the rate move, combined with other market liberalizing measures by Beijing, raised the odds that China would adjust the exchange rate regime next year. 

"There is a limit to how high they can raise rates without negatively impacting growth, so the obvious solution will be a more flexible exchange rate in the not-so-distant future," said 
Woolfolk. 

China's central bank raised the benchmark one-year yuan lending rate to 5.58 percent from 5.31 percent, and the rate on one-year deposits to 2.25 percent from 1.98 percent in an effort 
to cool its red-hot economy. 

Financial markets have for months expected a tightening, but the timing surprised many participants. 

At midmorning in New York, the euro was up 0.33 percent at $1.2750 (EUR=: Quote, Profile, Research) . The dollar was down sharply against the Swiss franc at 1.1986 francs (CHF=: 
Quote, Profile, Research) . 

Against the yen, the dollar was down 0.12 percent at 106.21 yen (JPY=: Quote, Profile, Research) .    Continued ... 

© Reuters 2004. All Rights Reserved. 

  1 | 2   Next 

More Business

China's Central Bank Hikes Interest Rate 

Oil Extends Slide, U.S. Inventory, China 

Exxon Profit Soars on Record Oil Prices 

Stocks Fall as China Raises Rates 

Viacom Posts Loss; Sets $8 Bln Buyback 

MORE

Reuters.com Help & Info. | Contact Us | Feedback | Advertise | Disclaimer | Copyright | Privacy | Corrections | Partner Newspapers

http://www.reuters.com/newsArticle.jhtml?type=businessNews&storyID=664578210/28/2004 5:50:58 AM

http://www.reuters.com/home.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY
http://about.reuters.com/
http://about.reuters.com/productinfo/index.asp
http://customers.reuters.com/landing/
http://about.reuters.com/careers
http://www.investor.reuters.com/GoTo.aspx?.m=%2fstocks&.p=NoCompany&type=new&.t=%2f
http://www.investor.reuters.com/GoTo.aspx?.m=%2fstocks&.p=login&go=http%3A%2F%2Fwww.reuters.com/newsArticle.jhtml?type%3DbusinessNews%26storyID%3D6645782&.t=%2f
http://www.reuters.com/-helpSection.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY
http://www.reuters.com/home.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY
http://www.reuters.com/news.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY
http://www.reuters.com/newsChannel.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=businessNews
javascript:commonPopup('printerFriendlyPopup.jhtml?type=businessNews&storyID=6645782', 540, 525, 1, 'printerPopup')
javascript:commonPopup('emailPopup.jhtml?type=businessNews&storyID=6645782&link=%2FnewsArticle.jhtml%3Ftype%253DbusinessNews%2526storyID%253D6645782', 540, 575, 1, 'emailPopup')
javascript:commonPopup('http://www.icopyright.com/3.5398?icx_id=6645782', 580, 760, 1, 'purchasePopup')
http://www.reuters.com/newsrss.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY
http://www.reuters.com/newsrss.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY
http://www.reuters.com/newsEarlierArticles.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=topNews
http://www.reuters.com/newsArticle.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=topNews&storyID=6642529
http://www.reuters.com/newsArticle.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=topNews&storyID=6642529
http://www.reuters.com/newsArticle.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=topNews&storyID=6646733
http://www.reuters.com/newsArticle.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=topNews&storyID=6646733
http://www.reuters.com/newsArticle.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=topNews&storyID=6646968
http://www.reuters.com/newsArticle.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=topNews&storyID=6646968
http://www.reuters.com/newsEarlierArticles.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=topNews
http://www.reuters.com/newsEarlierArticles.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=topNews
http://www.investor.reuters.com/FullQuote.aspx?ticker=EUR=&target=%2fstocks%2fquickinfo%2ffullquote
http://www.investor.reuters.com/CompanyOverview.aspx?ticker=EUR=
http://www.investor.reuters.com/StockReports.aspx?ticker=EUR=
http://www.investor.reuters.com/FullQuote.aspx?ticker=CHF=&target=%2fstocks%2fquickinfo%2ffullquote
http://www.investor.reuters.com/CompanyOverview.aspx?ticker=CHF=
http://www.investor.reuters.com/StockReports.aspx?ticker=CHF=
http://www.investor.reuters.com/FullQuote.aspx?ticker=JPY=&target=%2fstocks%2fquickinfo%2ffullquote
http://www.investor.reuters.com/CompanyOverview.aspx?ticker=JPY=
http://www.investor.reuters.com/StockReports.aspx?ticker=JPY=
http://www.reuters.com/newsArticle.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=businessNews&storyID=6645782&pageNumber=1
http://www.reuters.com/newsArticle.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=businessNews&storyID=6645782&pageNumber=1
http://www.reuters.com/newsArticle.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=businessNews&storyID=6645782&pageNumber=1
http://www.reuters.com/newsChannel.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=businessNews
http://www.reuters.com/newsArticle.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=businessNews&storyID=6645138
http://www.reuters.com/newsArticle.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=businessNews&storyID=6646249
http://www.reuters.com/newsArticle.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=businessNews&storyID=6644414
http://www.reuters.com/newsArticle.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=businessNews&storyID=6646344
http://www.reuters.com/newsArticle.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=businessNews&storyID=6646813
http://www.reuters.com/newsChannel.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=businessNews
http://www.reuters.com/newsChannel.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=businessNews
http://www.reuters.com/
http://www.reuters.com/-helpSection.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY
http://www.reuters.com/-helpSection.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?p=contactUs
javascript:commonPopup('http://aboutreuters.custhelp.com/cgi-bin/aboutreuters.cfg/php/enduser/site_fdbck.php',640,390,1)
http://www.microsite.reuters.com/MediaKit/index.html
javascript:commonPopup('bottomDisclaimer.jhtml', 540, 525, 1, 'bottomNav')
javascript:commonPopup('bottomCopyright.jhtml', 540, 525, 1, 'bottomNav')
javascript:commonPopup('bottomPrivacy.jhtml', 540, 525, 1, 'bottomNav')
http://www.reuters.com/newsEarlierArticles.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY?type=correctionsNews
http://www.reuters.com/nationalNewsCenter.jhtml;jsessionid=N4LFLX25MWXGQCRBAE0CFEY

	reuters.com
	Latest Business News and Financial Information | Reuters.com


	KNCBMMCNFGPLHPKNFPKFFOPOPNHCDJJN: 
	form1: 
	x: 
	f1: [false]


	form2: 
	x: 
	f1: 
	f2: /stocks/quickinfo/stockoverview
	f3:  Quote

	f4: 

	form3: 
	x: 
	f1:  Search
	f2: [a]

	f3: 

	form4: 
	x: 
	f1: [Channel:]





