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We examine three major historical episodes of 

Taiwan’s currency appreciation and their 

associated impacts on exports, GDP, monetary 

policy, and asset prices. 

 

Three historical episodes  

 

Over the past four decades, Taiwan has 

experienced three significant episodes of 

currency appreciation:  

 

Late 1980s (1986-1992): A significant 37% 

cumulative appreciation (approximately 6% 

annually), driven by a large trade surplus and 

substantial foreign hot money inflows. Trade 

frictions with the US also intensified. The US 

Treasury designated Taiwan as a currency 

manipulator (alongside Japan and South Korea) 

in 1988, and again in 1992. 

 

Post-Global Financial Crisis (2008-2011): A 

more moderate 10% appreciation 

(approximately 3% annually), primarily 

attributed to domestic capital repatriation due 

to global risk aversion and foreign capital 

inflows spurred by the Fed’s QE policies. 

 

COVID-19 pandemic (2020-2021): A 9% 

appreciation (approximately 5% annually), 

fueled by Taiwan’s strong trade performance 

amidst the pandemic. Despite global lockdowns, 

Taiwan benefited from surging global demand 

for technology products and its well-managed 

domestic public health situation. 
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• We examine three historical 

episodes of TWD appreciation – the 

late 1980s, the post-GFC, and the 

COVID-19 pandemic. 

 

• Across these episodes, exports 

showed no significant adverse 

impact from currency appreciation.  

 

• Monetary policy responses involved 

a complex balancing act. 

 

• Asset price rallies accompanied each 

episode of currency appreciation. 

 

• Forecast implications: GDP forecast 

remains at 3.0% for 2025 and 2.4% 

for 2026, with a modest 12.5bps 

rate cut anticipated by end-2026 
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Exports and GDP 

 

Across the three historical episodes, there is no 

substantial evidence that currency appreciation 

hurt Taiwan’s export competitiveness. Instead, 

global macroeconomic factors consistently 

dominated export and GDP performance. 

 

Late 1980s: Export growth fell sharply, from 

about 30% YoY in 1986–1987, to 10% in 1988–

1989, and further down to just 1.5% by 1990. 

GDP growth followed a similar downward 

trajectory, decelerating from 12% to 8%, and 

then to 5.5%. This downturn, however, 

coincided with a global economic slowdown, 

attributed to the 1990 oil shock, US recession, 

and Japan’s asset bubble burst. 

 

Examining Taiwan’s overall share in the global 

export market, it remained above 2% 

throughout the 1986-1992 period. While 

traditional industries such as textiles and 

footwear suffered from currency strength, 

manufacturers successfully moved up the value 

chain, particularly in PCs and semiconductors. 

Taiwan’s share in global exports began to 

decline notably and persistently only from the 

early 2000s, following China’s accession to the 

WTO and the rising wave of Taiwanese 

manufacturing relocation to the mainland. 

 

Post-GFC: Exports and GDP were also primarily 

influenced by global macroeconomic conditions. 

Exports dropped by 20% in 2009 due to the 

collapse in global demand but rebounded 

strongly with double-digit growth in 2010 and 

2011. GDP growth mirrored this pattern, 

contracting temporarily before recovering 

robustly. Taiwan’s share in the global export 

market remained stable at around 1.7% during 

this period. 

 

COVID-19 pandemic: Exports and the overall 

economy successfully accommodated currency 

appreciation, which was primarily an outcome 

of export outperformance. Exports grew by 5% 

in 2020, driven by pandemic-related demand 

for technology, and surged by approximately 30% 

in 2021 as global demand broadly recovered. 

GDP growth also remained strong, expanding 

by 3.4% in 2020 and accelerating to 6.7% in 

2021. 

 

Manufacturers took the opportunity presented 

by the pandemic to consolidate and expand 

their position in the global tech supply chain. 

Taiwan’s share in the global export market 

increased during this period, returning to 2%. 

Its export structure was also significantly 

upgraded, with tech-intensive products rising to 

more than 60% of total exports. 
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Monetary policy 

 

Monetary policy responses varied across the 

three different episodes. The significant 

currency appreciation of the late 1980s posed 

complex challenges, requiring the central bank 

to balance multiple objectives: financial 

stability, price stability, exchange rate stability, 

and economic development. In contrast, 

monetary policy priorities during the GFC and 

the COVID-19 pandemic were more focused. 

 

Late 1980s: The monetary base expanded 

substantially from 17% of GDP in 1986 to a peak 

of 27% in 1989, due to currency intervention 

and incomplete sterilization. Initially, the policy 

rate was lowered by 75 bps in 1986 and held at 

4.50% through 1987-88 to mitigate currency 

appreciation pressures. In response to the 

subsequent asset price bubble and broader 

inflation pressures, the policy rate was raised by 

325bps to a peak of 7.75% in 1989. Following 

the bursting of the asset bubble, the policy rate 

was lowered to 5.625% in 1992 to support the 

economy.  
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Sources: CEIC, DBS 

1986 1987 1988 1989 1990 1991 1992
Export growth % YoY avg 29.6 34.6 13.1 9.3 1.5 13.6 7.3
GDP growth % YoY avg 11.5 12.8 8.0 8.7 5.5 8.4 8.3
CPI inflation % YoY avg 0.7 0.5 1.3 4.4 4.1 3.6 4.5
Equity prices % YoY avg 26.7 126.0 143.7 65.6 -21.4 -27.5 -13.1
Policy rate % eop 4.50 4.50 4.50 7.75 7.75 6.25 5.625

2008 2009 2010 2011 2020 2021
Export growth % YoY avg 3.7 -20.4 35.2 12.6 4.9 29.3
GDP growth % YoY avg 0.8 -1.6 10.2 3.7 3.4 6.7
CPI inflation % YoY avg 3.5 -0.9 1.0 1.4 -0.2 2.0
Equity prices % YoY avg -16.8 -9.5 24.0 3.2 11.9 40.3
Sinyi property prices % YoY avg 3.2 4.7 17.0 13.9 4.5 11.5
Policy rate % eop 2.00 1.25 1.625 1.875 1.125 1.125
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Post-GFC: The monetary base expanded 

modestly from 17% of GDP in 2008 to 19% in 

2011. The central bank cut the policy rate 

aggressively by 237.5 bps, from a peak of 3.625% 

in mid-2008 to a low of 1.25% by the end of 

2009, in response to the contraction in GDP and 

deflation. As the economy recovered, the policy 

rate was gradually raised again to 1.875% by 

2011. 

 

 

COVID-19 pandemic: The monetary base again 

expanded modestly along with currency 

appreciation. The central bank implemented a 

moderate rate cut of 25 bps, from 1.375% at the 

start of 2020 to 1.125% by the end of 2021, in 

response to the temporary GDP contraction and 

decline in inflation. 

 

Asset prices 

 

Each of the three episodes witnessed asset 

price rallies. The monetary factors associated 

with currency appreciation, such as capital 

flows, liquidity supply, and interest rates, 

significantly influenced asset price performance. 

 

Late 1980s: Substantial capital inflows, a surge 

in the monetary base, and lower interest rates 

resulted in a speculative boom in the asset 

markets. For example, the Taiwan Stock 

Exchange Index soared by an extraordinary 

1,000% between 1986 and 1989, from 

approximately 1,000 to 10,000. 

 

Post-GFC: Capital repatriation, liquidity 

expansion, and sharply lower interest rates 

supported asset prices, mitigating the adverse 

effects of reduced corporate earnings and 

household income. While the TAIEX initially 

declined in 2008–2009, it rebounded strongly in 

2010–2011. Property prices rose significantly 

during this period, with Sinyi housing prices 

increasing by a total of 44%. 

 

COVID-19 pandemic: Liquidity expansion, ultra-

low interest rates, and Taiwan’s resilient 

economic performance provided strong 

support to the asset markets. The TAIEX 

climbed 60% during 2020–2021, while Sinyi 

housing prices increased by 17%. 
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Current episode 

 

The current episode presents a complex picture. 

As of mid-year, Taiwan’s currency has 

appreciated by 11% against the USD. If the 

current level is sustained, the average annual 

appreciation will be approximately 5%. Multiple 

factors are at play: speculation surrounding 

currency alignment amid ongoing tariff 

negotiations with the US, export frontloading in 

anticipation of tariff implementation, the 

strong demand for AI-related products, and a 

possible increase in capital repatriation and 

foreign inflows amid concerns over USD 

credibility and global de-dollarization trends. 

 

Consistent with historical experiences, we 

expect exports and GDP to be primarily driven 

by global macroeconomic dynamics. A 

slowdown is anticipated in 2H 2025 and into 

2026. Export shipments will likely experience a 

payback following the earlier frontloading. 

Global demand, including demand for AI-

related products, is likely to soften as tariff 

increases weigh on businesses and consumers. 

 

The negative impact of currency appreciation 

on exports is likely to be limited. Thanks to the 

further upgrading of its export structure to high 

value-added tech products and a leading 

position in global tech supply chains, Taiwan’s 

export pricing power is stronger than before, 

and industrial competitiveness has been 

enhanced. 

 

Monetary policy will require careful balancing. 

The slowdown in GDP growth and disinflation 

suggests the need for rate cuts. On the other 

hand, the elevated asset prices – both stock 

market capitalization relative to GDP and 

housing price-to-income ratios are at historical 

highs – present a challenge. Modest rate cuts 

appear to be the most likely outcome. 

 

Finally, asset markets are expected to remain 

buoyant. This considers capital repatriation, 

foreign inflows, increased liquidity supply, and 

possible modest rate cuts, which will likely 

offset the negative spillovers from weaker 

corporate earnings and household income.  
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Related reports: 

 

Taiwan: Appreciation impacts 

Taiwan: Initial assessment of reciprocal tariff 

impacts 

Taiwan: Tariff risk assessment 

Taiwan 2025 outlook: Trade risks and five 

opportunities  

Chartbook: Tracking US tariff impacts on Asia 

Chartbook: Asia’s exposure to US tariffs 

 

 

 

 

 

 

 

  

https://www.dbs.com.sg/corporate/aics/templatedata/article/generic/data/en/GR/052025/250513_insights_taiwan.xml#:~:text=Taiwan's%20economy%20showed%20strong%20momentum,growth%20is%20projected%20at%202.4%25.
https://www.dbs.com.sg/treasures/aics/economics/templatedata/article/generic/data/en/GR/042025/250404_insights_taiwan.xml
https://www.dbs.com.sg/treasures/aics/economics/templatedata/article/generic/data/en/GR/042025/250404_insights_taiwan.xml
https://www.dbs.com.sg/treasures/aics/economics/templatedata/article/generic/data/en/GR/022025/250211_insights_taiwan.xml
https://www.dbs.com.sg/sme/aics/templatedata/article/generic/data/en/GR/112024/241126_insights_annual_outlook_taiwan.xml?pk_source=google&pk_medium=organic&pk_campaign=seo
https://www.dbs.com.sg/sme/aics/templatedata/article/generic/data/en/GR/112024/241126_insights_annual_outlook_taiwan.xml?pk_source=google&pk_medium=organic&pk_campaign=seo
https://www.dbs.com.sg/treasures/aics/templatedata/article/generic/data/en/GR/052025/250521_insights_chartbook_asia.xml
https://www.dbs.com.sg/treasures/aics/archive/templatedata/article/generic/data/en/GR/032025/250327_insights_chartbook_asia.xml
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Sources: Data for all charts and tables are from CEIC, Bloomberg and DBS Group Research (forecasts 
and transformations) 
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