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Abstract

The undervalued exchange rate refers to the state that a country’s real exchange rate is lower than
the equilibrium exchange rate, which can bring unfair import and export trade advantages to the
undervalued country, so it may constitute a subsidy under the WTO system. WTO has jurisdiction
over the issue of exchange rate. According to the relevant provisions of WTO law on foreign ex-
change arrangements, undervaluation of exchange rate can become a gap issue in WTO. Although
the undervaluation of the exchange rate can be regarded as a government subsidy measure in the
broadest sense, according to the subsidy definition rules of the SCM Agreement, the government’s
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exchange rate management measures and the exchange behavior of foreign exchange financial in-
stitutions when the exchange rate is undervalued do not exercise the government’s authority,
there is no transfer of financial resources, there is no benchmark for the granting of benefits, and
there is no de facto and legal specificity. Therefore, the undervaluation of exchange rate does not
constitute a subsidy under the WTO system.
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