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US and Japan's Exchange-Rate Policy
Choices (1985-2001)

Zheng-jia Tsai

Abstract

The economy of the US faced both financial and trade deficits in the
1980s. Therefore, after the Plaza Accord in the 1985, Japan was forced to
rapidly revaluate the yen under pressure from the US, Britain, and France.
Nevertheless, the US economy still did not recover. In addition, since the
collapse of the bubble economy in 1991, the Japanese government also used
the exchange rate policy to stimulate it's stagnating economy. Even so, Japan's
economy has not recovered. Why did changing the exchange rate fail to help
the economy? How is a country to achieve an optimum exchange rate policy?
This article argues that the main reason for the recessions in the US and Japan
was not the exchange rate problem but was rather due to domestic problems.
These two countries must reform their inefficienct financial systems. This
article explores the political factors behind the exchange rate policies in the
US and Japan since 1980.

Keywords: Plaza Accord; Louvre Accord; Exchange rate system; Japan; US
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