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Reserve Requirement Ratios Reduction Alleviates Bond Market Risks    

On 7 October 2018, the People’s Bank of China (PBOC) announced a plan to reduce the 
Reserve Requirement Ratios (RRR) by 1.0% for large commercial banks, joint stock banks, 
city commercial banks, non-county rural commercial banks and foreign banks effective 15 
October 2018. At the same time, the Medium-term Lending Facility (MFL) due on the same 
day would not be renewed. This RRR reduction would release RMB 1.2 trillion into the 
market, of which RMB 450 billion would be used to repay the MFL due on 15 October, and 
the remaining amount would be used as incremental funds.  

This was the fourth RRR cut undertaken by the PBOC so far this year. In January 2018, the 
PBOC tactfully cut RRR for selected commercial banks that met the lending thresholds to 
micro-financing, which was conducive for the development of small enterprises. Likewise, in 
July 2018, the PBOC cut RRR by 0.5% to facilitate the “debt-to-equity” swap effort with a 
particular emphasis to support small enterprises. Similar to the April RRR cut, the PBOC 
reduced the RRR by a full percentage point, this time. While this RRR cut marked the 
second full percentage point reduction, this did not imply an established pattern of repeated 
full percent point reduction going forward. The magnitude and frequency of RRR reduction 
are dependent on the pace of economic growth, funding cost, expected rate of inflation, 
exchange rate and many other indicators.  

For more details, please refer to the Chinese report:                                                           
《年内第四次降准利好实体经济融资，可有限缓解债市信用风险》

http://www.lhcis.com/news/1518.html 

Source: 《年内第四次降准利好实体经济融资，可有限缓解债市信用风险》, United Credit Ratings Co., 

Ltd, and China Lianhe Credit Rating Co., Ltd. published on 11 October 2018. 
Note: In case of any discrepancies between the English version and the Chinese version, the Chinese 
version shall prevail.
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Disclaimer 

Credit rating and research reports published by Lianhe Ratings Global Limited (“Lianhe Global” or “the Company” 

or “us”) are subject to certain terms and conditions. Please read these terms and conditions at the Company’s 

website: www.lhratingsglobal.com 

A credit rating is an opinion addresses the creditworthiness of an entity or security. Credit ratings are not a 

recommendation to buy, sell, or hold any security. Credit ratings do not address market price, marketability, and/or 

suitability of any security nor its tax implications or consequences. Credit ratings may be subject to upgrade or 

downgrade or withdrawal at any time for any reason at the sole discretion of Lianhe Global. 

All credit ratings are the products of a collective effort by accredited analysts through rigorous rating processes. 

No individual is solely responsible for a credit rating.  All credit ratings are derived by credit committee vesting 

processes. The individuals identified in the reports are solely for contact purpose only. 

Lianhe Global conducts its credit rating services based on third-party information which we reasonably believe to 

be true. Lianhe Global relies on information including, but not limited to, audited financial statements, interviews, 

management discussion and analysis, relevant third-party reports, and publicly available data sources to conduct 

our analysis. Lianhe Global has not conducted any audit, investigation, verification or due diligence. Lianhe Global 

does not guarantee the accuracy, correctness, timeliness, and/or completeness of the information. Credit ratings 

may contain forward-looking opinions of Lianhe Global which may include forecasts about future events which by 

definition are subject to change and cannot be considered as facts.   

Under no circumstance shall Lianhe Global, its directors, shareholders, employees, officers and/or representatives 

or any member of the group of which Lianhe Global forms part be held liable to any party for any damage, loss, 

liability, cost, expense or fee in connection with any use of the information published by the Company. 

Lianhe Global receives compensation from issuers, underwriters, obligors, or investors for conducting credit rating 

services. None of the aforementioned entity nor its related party participate in the credit rating process aside from 

providing information requested by Lianhe Global.  

Credit ratings included in any rating report are solicited and disclosed to the rated entity (and its agents) prior to 

publishing. Credit rating and research reports published by Lianhe Global are not intended for distribution to, or 

use by, any person in any jurisdiction where such use would infringe local laws and regulations. Any user relies on 

information available through credit rating and research reports is responsible for consulting the relevant agencies 

or professionals accordingly to comply with the applicable local laws and regulations.  

All published credit rating and research reports are the intellectual property of Lianhe Global. Any reproduction, 

redistribution, or modification, in whole or parts, in any form by any means is prohibited unless such user has 

obtained prior written consent from us.  

Lianhe Global is a subsidiary of Lianhe Credit Information Service Co., Ltd. The credit committee of Lianhe Global 

has the ultimate power of interpretation of any methodology or process used in the Company’s independent credit 

ratings and research.  

Copyright © Lianhe Ratings Global Limited 2018. 

 


