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“Hidden risks”




“The hidden risks in Taiwan’s boom”

Economist (2025), 2025/11/13

« A weak-currency policy is punishing consumers and storing
up financial risk.

« CBC has kept the currency undervalued, giving
manufacturing exporters a competitive boost.

- Call it Taiwanese disease, or Formosan flu: when a central
bank'’s efforts to suppress the currency to keep exports
competitive leads to worrying economic strains.



The costs and distortions

The costs and distortions of Formosan flu:

« Ataxon consumers. ... A policy that was meant to help
Taiwan get rich is now depriving ordinary Taiwanese

« The cheap currency is inflating property prices. ... a
quadrupling of house prices since 1998.

+ And the weak-currency policy has seeded risk deep in the
heart of Taiwan’s financial system.
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“A measure of independence”

Deming (1961, B 88):

« “First, and of the highest order of importance, is the need to
recognize that no central bank can be any stronger than the
men who guide it” (fE;A N ELAB1T)

+ “Second, there needs to be written into the law that the
central bank has a measure of independence within
government and that its counsel must be listened to even
though is may be overruled.”
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+ Economist: "This bolsters the CBC's political authority”
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- (FEB2A):

“Taiwan must unpick its outdated economic model ...
The CBC should gradually loosen its grip on the currency.”
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- (FEE2A):
“Taiwan must unpick its outdated economic model ...
The CBC should gradually loosen its grip on the currency.”
- BB REERITIRBGERIABRE IR INGIEE,
IR ZRR [1TTEFRHEE R | & outdated model

« Deming (1961): “First, and of the highest order of
importance, is the need to recognize that no central bank
can be any stronger than the men who guide it
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