
Economics  |  26 November 2022  

 

Analyst certifications and other disclosures on last page. This research report has been created by CCB International Securities Ltd. 1 
 

 
 

  

 

 

 

The PBoC delivered a 25bp cut to the Required Reserve Ratio (RRR) yesterday, in 

line with the message at the State Council meeting two days ago. The cut signals 

policy support amid surging Covid cases and nation-wide tightening of Covid 

controls. In our view, the banks will facilitate some of released liquidity to support 

cash-strapped property developers.  

Additional broad-based RRR cuts are likely in view of the fragile economic picture. 

A sharper-than-expected deterioration in the economic outlook could also prompt 

the PBoC to cut policy rates, although this is not our baseline.  

 

中国人民银行昨日下调存款准备金率 25 个基点，与两天前国务院常务会议上的表态一致。

疫情急剧恶化下，降准释放进一步支持经济的信号。银行可能会通过降准释放的流动性，

增加对房地产开发商的信贷支持。 

我们预计对房地产行业的定向宽松政策将继续。未来数月可能进一步全面降准。我们预计

人民银行将维持政策利率不变。除非经济前景大幅弱于预期，我们预计人民银行将维持政

策利率不变。 
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What happened? 

On 25 November 2022, the PBoC announced a 25bp RRR cut to take effect on 5 December 2022. 

According to the PBoC’s statement, the RRR cut will be applied to all financial institutions except 

those that currently have a 5% RRR. The PBoC estimates that the cut will release long-term liquidity 

of RMB500b.  

According to the PBoC, the RRR cut will help maintain ample interbank liquidity provisions and 

reasonable credit expansion while supporting the real economy. Liquidity released by the RRR cut 

provides long-term and interest-free funding to financial institutions, compared with a liquidity 

injection through the one-year Medium-term Lending Facility (MLF). The PBoC estimates the RRR 

cut will save financial institutions interest rate costs of about RMB5.6b every year. 

 

Our view  

The PBoC’s move to cut the RRR by 25bp is in line with market expectations after the State Council 

signaled such a cut on 23 November 2022 to help support the economy. Funding conditions for 

developers have been tight in recent months in view of sluggish housing sales (Fig 2). Policymakers 

announced a series of measures this month to improve the funding environment for developers, 

focused on increasing funding for housing projects under construction, and funding for high-

quality developers (see here for details). Most recently, the media reported that the six large banks 

have announced a RMB1.275t credit line to 17 property developers, including both SoEs and 

private developers. In our view, additional liquidity released by the RRR cut would enable 

participating banks to extend more lending. 

The RRR cut also sends a signal of policy support and easing liquidity for businesses struggling 

against a challenging macro backdrop. The number of daily new Covid cases in China has 

increased rapidly since October, topping the highs of April. Many large cities, including Beijing 

and Guangzhou, have tightened or imposed new restrictions on people’s mobility, implying 

downside pressure on the economy in coming months. 

Additional broad-based RRR cuts are possible in coming months, given the downside pressure to 

the economy. We do not expect the zero Covid policy to change materially in the near-term, 

thus the tight controls are likely to remain in place. Deterioration in the economic outlook could 

prompt the PBoC to cut interest rates to support growth and stabilize sentiment, although this is 

not our baseline.  

 

Fig 1: RRR trended lower  
 

Fig 2: Funding for property has plunged 
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