
Australia’s Exchange Rate Systems

Pre 1976

Fixed (direct)

A fixed exchange rate is 
where the government 

determines the exchange 
rate for a period of time 

based on the value of 
another country’s 

currency such as the US 
dollar.

Under a fixed exchange 
rate system the 

government, or RBA, 
officially sets the 

exchange rate. The 
government can attempt 

to maintain a fixed 
exchange rate by either 
buying or selling foreign 
currency in exchange for 

$A.

1976

Managed Peg (direct)

A managed exchange 

rate is where the 
government intervenes in 
the market to influence 
the exchange rate or set 
the rate for short periods 
such as a day or week. A 

flexible per system 
provides more flexibility 
than the fully fixed rate, 
but it can still allow the 

official rate to drift away 
from that which would 

exist under pure market 
forces.

1983

Floating (direct)

A flexible or floating 

exchange rate is where 
the market forces of 
supply and demand 

determine the exchange 
rate. Under a flexible or 

floating exchange rate the 
value of a country’s 
currency changes 

frequently, even by the 
minute. The market rate 

will depend on the 
demand for, and supply 
of, that currency in the 
forex markets. When 

there is no intervention in 
the free market 
operations by a 

government agency 
a “clean float” is said to 

exist.

Dirty Float (direct)

Managed float regime is 
the current international 
financial environment in 

which exchange rates 
fluctuate from day to day, 
but central banks attempt 

to influence their 
countries' exchange rates 

by buying and selling 
currencies.  It is limited 

by the amount of foreign 
reserves and gold 

available.

Monetary Policy 

(indirect)

Monetary policy 
initiatives are an indirect 

way of influencing the 
exchange rate and are 

rarely used for this 
purpose. If the RBA wants 

to curb a rapid 
depreciation, it may 

increase the demand for 
$A by raising interest 
rates. Higher interest 
rates will attract more 
foreign savings, which 

must be converted into 
$A. This will increase the 
demand for $A and put 
upward pressure on the 
exchange rate. However, 
this policy will generally 
only be effective for a 

limited time.
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