
 

 
- 1 - 

March 2, 2015 

(Translated Date: March 11, 2015) 

Mizuho Bank (China), Ltd. 

Advisory Division 

―Monetary Policy― 
 

Mizuho China Business Express 
(No. 370) 

 

People’s Bank of China cuts benchmark bank interest rates, 
raises the upper limit on deposit interest rates to 130% of the 

benchmark interest rate 
 

On February 28, 2015, the People’s Bank of China (PBOC) announced to cut RMB benchmark deposit and loan 

interest rates. The one-year benchmark deposit and loan interest rates will be both lowered by 0.25%, 

adjusted to 2.5% and 5.35%, respectively. The new benchmark interest rates have been applied since March 1. 

 

The PBOC also announced to raise the upper 

limit of the floating range for deposit interest 

rates of financial institutions to 130% of the 

benchmark interest from 120%. This effectively 

lowers the upper limit of one-year term deposit 

interest rates by 5 bps from 3.3% to 3.25%. 

 

 Second cut in just three months 

Some three months have elapsed since the PBOC 

last cut the benchmark interest rates on November 

22, 2014. China’s consumer price index (CPI) 

rose 0.8% on year in January amidst mounting 

evidence of its economic slowdown and sparking 

concerns about impending deflation, which may 

have been one factor behind the decision to cut now. In a statement, the PBOC hit a positive note, saying: “The 

consumer price level is at a historic low, leaving room for further interest rates adjustment,” but went on to point 

out that: “The rate adjustment is intended to reinforce the positive results of falling financing costs, and to create a 

neutral, appropriate monetary and financial environment for the adjustment, restructuring and upgrading of the 

economy,” before emphasizing that: “The focus of the interest rate cut is to keep real interest rate levels suitable 

for fundamental trends in economic growth, prices and employment.” 

Table1: RMB Benchmark Deposit and Loan Interest Rates

Benchmark deposit interest rates  %

 Pre-adjustment Post-adjustment Scope 

Ordinary deposits 0.35 0.35  0 

T
er

m
 d

ep
os

it
s 

3-month 2.35 2.10 − 0.25 

6-month 2.55 2.30 − 0.25 

1-year 2.75 2.50 − 0.25 

2-year 3.35 3.10 − 0.25 

3-year 4.00 3.75 − 0.25 

Benchmark loan interest rates  %

 Pre-adjustment Post-adjustment Scope 

R
es

pe
ct

iv
e 

lo
an

s 

1-year 5.60 5.35 − 0.25 

15 years 6.00 5.75 − 0.25 

Over 5 years 6.15 5.90 − 0.25 

* The new benchmark interest rates have been applied since March 1, 2015. 

(Compiled by the Advisory Division from PBOC announcements)
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The latest move follows hot on the heels of a blanket 0.5% cut in the RMB deposit required reserve ratio 

(RRR) for financial institutions, which the PBOC announced on February 5, 2015. This cut in the RRR was 

accompanied by an additional 0.5% for city commercial banks and non-county level rural commercial banks that 

have complied with prudential requirements and have reached the required ratios in their lending to small and 

micro enterprises, and an additional 4% for the Agricultural Development Bank of China, which is a policy bank. 

 

 Is a deposit insurance system on the horizon? 

When the PBOC cut benchmark 

interest rates in November 2014, 

it simultaneously raised the upper 

limit on deposit interest rates to 

120% of the benchmark interest 

rate from 110%. Its decision to 

raise the upper limit on the 

floating range of interest rates 

again just three months later 

suggests that it is eyeing the 

introduction of a deposit 

insurance system. On November 

30, 2014, the PBOC released 

draft Regulations on Deposit 

Insurance, and invited comments from the public. The deadline for public comments has now passed and all that 

remains is for these rules to be officially promulgated. The PBOC has also stated that it intends to lift the ban on 

the offering of certificates of deposit (CD) to corporations and individuals at an appropriate time, which is being 

seen as an indication of its intention to push ahead with market-based interest rate reform. 

 

Naoki Tsukioka, Advisory Division, Mizuho Bank (China), Ltd. 

 

 

Table. 2: A Chronology of Recent Interest Rate Easing Moves by the PBOC

October 29, 2004

Upper limit on loan interest rates abolished 

(with the lower limit set at 90% of the benchmark interest rate)

Lower limit on deposit interest rates abolished 

June 8, 2012

Lower limit on loan interest rates raised to 80% of the 

benchmark interest rate 

Upper limit on deposit interest rates set at 110% of the 

benchmark interest rate 

July 6, 2012
Lower limit on loan interest rates raised to 70% of the 

benchmark interest rate 

July 20, 2013 Lower limit on loan interest rates abolished 

November 22, 2014
Upper limit on deposit interest rates raised to 120% of the 

benchmark interest rate 

March 1, 2015
Upper limit on deposit interest rates raised to 130% of the 

benchmark interest rate 

(Compiled by the Advisory Division from PBOC announcements)

Disclaimer & Confidentiality 
1. Legal and accounting advice: The information contained herein does not incorporate advice on legal, accounting or tax issues. You should obtain 

your own independent professional advice on the legal, accounting and tax aspects of this information. 
2. Confidentiality: The information contained herein is given for general informational purposes only and shall be kept strictly confidential. This 

information is intended for your company’s internal use only, and the disclosure to any third party is strictly prohibited. 
3. Copyright: The information contained herein is, as a general rule, the intellectual property of MHBK (China), and may not be copied, duplicated, 

quoted, reproduced, translated, or lent, in whole or in part, in any form or by any means for any purpose whatsoever without prior consent. 
4. Limitation of liability: 

(a) The information contained herein was obtained from information sources deemed reliable by MHBK (China) but in no way is the accuracy, 
reliability or integrity of such information guaranteed. MHBK (China) disclaims any liability whatsoever for any damage arising out of or 
relating to this information. Moreover, the analysis herein is hypothetical and is not intended as an indication of the certainty or completeness of 
the results thereof. 

(b) Please note that information to be disclosed hereafter, appraisals, the opinions of credit rating agencies, and/or changes in the system and/or 
financial environment may necessitate substantial modification to the relevant processes and/or schemes, which may have the effect of 
rendering the analysis herein ineffectual. Further, this information is not intended to be an exhaustive statement of the risks to which your 
company is exposed. 

5. The information contained herein does not constitute a solicitation or offer by MHBK (China) to buy or sell any financial instruments or to provide 
investment advice or service. 


