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China's central bank may soon opt for more easing moves as the United States is poised
for an interest rate cut cycle, as headwinds are emerging amid efforts to stabilize
domestic economic momentum, analysts said on Wednesday.
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Possible measures include a reduction in the reserve requirement ratio — the proportion
of deposits banks must keep as reserves, or a cut in lending rate benchmarks and
mitigation in financial burdens of outstanding mortgages, they said.
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"We anticipate that China is entering a key period for monetary policy, in which the
probability of cuts in the RRR and interest rates as soon as possible is increasing,” said
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Wu Chaoming, deputy director of the Chasing International Economic Institute.
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"Measures such as intensified use of structural tools and reduction of existing home loan
rates are also worth looking forward to," Wu said.
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The US Federal Reserve's shift in policy stance will create more favorable conditions for
China to cut interest rates, Wu said, adding that domestic factors also point to the rising
possibility of rate cuts, including insufficient demand, weakening momentum of month-
on-month economic growth and elevated real interest rates.
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He added that the necessity has significantly increased for an RRR cut in the near term,
which would coordinate with strengthening fiscal support, alleviate pressure on
commercial banks and mitigate the impact of a large volume of maturing medium-term
lending facilities on market liquidity.
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The Fed held its latest Federal Open Market Committee meeting from Tuesday to
Wednesday and had yet to disclose interest rate decisions of the meeting up to the
deadline for this story's publication.
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Analysts, nevertheless, said it was a foregone conclusion for the Fed to cut rates on
Wednesday, either 25 basis points or 50bp, as US inflation has eased while the labor
market softened.
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Mark Haefele, chief investment officer of UBS Global Wealth Management, said that in a
base case forecast scenario in which the US economy will achieve a soft landing, there is
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room for 100bp of interest rate reductions this year and another 100bp in 2025.
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