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Housing Finance 
Show Me The Money 

 The value and number of new home loans surged in December. Owner-occupiers led the 
increase, as they have done for much of the recent recovery.  

 On the back of surging house prices and increasing fears of missing out (FOMO), the value of 
new home loans (excluding refinancing) rose 4.4% in December. A 5.1% jump in the value of 
loans to owner-occupiers drove the result. The value of new investor loans rose 2.8%. 

 The number of new loans (excluding refinancing) to owner-occupiers increased 3.5% in 
December. On an annual basis, loans to owner-occupiers turned positive, increasing 3.5% over 
the year. 

 The number of loans to construct a dwelling rose 5.1% in December, bouncing back from an 
8.5% fall in November. Lending for this purpose has been volatile in recent months, but has 
shown tentative signs of improvement, rising in three of the past four months. 

 During his semi-annual testimony to parliament, and in other RBA communication last week, 
Governor Philip Lowe made it clear that the Bank was carefully watching housing finance for 
signs that credit growth was starting to run too hot. Today’s data show that the looser policy 
stance by the RBA since June is having a clear impact on housing prices and lending.  
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Number of Loans to Owner Occupiers 

The number of loans to owner-occupiers (excluding refinancing) jumped 3.5% in December, 
according to our calculations. This represents the biggest monthly increase since August 2015. The 
surge followed a 0.8% fall in the number of new loans in November and was the first increase in 
three months. 

Owner-occupiers have been driving the increase in lending since the Reserve Bank (RBA) began 
cutting rates in June. Despite the number of loans to owner-occupiers spluttering in October and 
November, they recorded a 3.5% annual increase in December. This was the first and only positive 
outturn in 2019. The last time the annual pace of new loans to owner-occupiers was positive was 
February 2018. 

Over the past six months, the fastest increase in type of lending has been to purchase a new or 
established dwelling. This has also been borne out in residential construction investment, which 
has been slow to recover despite housing prices recovering at rapid rates. 

Loans to construct a dwelling rose 5.1% in December, bouncing back from an 8.5% fall in 
November. Lending for this purpose has been volatile in recent months, but has shown tentative 
signs of improvement, rising in three of the past four months. On an annual basis, loans for 
construction continue to fall, and were down 3.4% in December.  

Loans for the purpose of purchasing new dwellings recorded the fastest growth in December, at 
5.6% while loans to buy established dwellings saw a 2.9% increase. Loans to buy new dwellings 
appear to have consolidated their recovery with the annual increase up to 18.9% in December. 
The recovery in owner-occupier loans to purchase established dwellings has been less rapid. 
However, established dwelling loans rose 2.3% over the year in December, its first annual increase 
in two years. 

Refinancing activity picked up among owner-occupiers in December, increasing 6.4% following a 
large 5.0% fall in November. 

 

Value of Owner-Occupier Loans by State 

On an annual basis, the rate of lending growth was highest in Victoria (13.5%) and the ACT 
(15.0%). Lending in South Australia also appears to be picking up, with the State registering 8.3% 
annual growth in December following a protracted period of contraction in lending. 

The predominantly mining areas of Queensland and the Northern Territory both switched to 
positive annual growth, increasing 1.9% and 1.0%, respectively. New lending in Western Australia 
remains negative, at -10.2% over the year in December. New South Wales saw a mild contraction 
of 1.5% and Tasmania saw a 3.1% reduction in the number of new owner-occupier loans to finish 
the year. 

 

Value of Housing Finance 

The value of new home loans (excluding refinancing) surged 4.4% in December after rising 1.9% 
the month before. Rising prices and the release of pent-up demand has meant that the value of 
home loans hasn’t fallen since May 2019. The increase has been driven by owner-occupiers, which 
surged 5.1% in December. Loans to investors grew 2.8% over the month. 

On an annual basis, the value of new lending to owner-occupiers is up 17.9%, its fastest annual 
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growth in four years. Investor lending saw a 4.9% increase over the year. 

 

Outlook 

During his semi-annual testimony to parliament, and in other RBA communication last week, 
Governor Philip Lowe made it clear that the Bank was carefully watching housing finance for signs 
that credit growth was starting to run too hot. Today’s data show that the looser policy stance by 
the RBA since June is having a clear impact on housing prices and lending.  

However, the recent recovery in new lending has seen loans for the construction of dwellings 
underperform. Additionally, existing mortgage holders appear to be paying down their debts at a 
faster rate. This suggests that more time is required for the housing market recovery to permeate 
to residential construction investment and consumption. 

 

Nelson Aston, Economist 

Ph: 02-8254-1316
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The Detail 
 
The information contained in this report (“the Information”) is provided for, and is only to be used by, persons in Australia. The information may not 
comply with the laws of another jurisdiction. The Information is general in nature and does not take into account the particular investment objectives 
or financial situation of any potential reader. It does not constitute, and should not be relied on as, financial or investment advice or 
recommendations (expressed or implied) and is not an invitation to take up securities or other financial products or services. No decision should be 
made on the basis of the Information without first seeking expert financial advice. For persons with whom Bank of Melbourne has a contract to supply 
Information, the supply of the Information is made under that contract and Bank of Melbourne’s agreed terms of supply apply. Bank of Melbourne 
does not represent or guarantee that the Information is accurate or free from errors or omissions and Bank of Melbourne disclaims any duty of care in 
relation to the Information and liability for any reliance on investment decisions made using the Information. The Information is subject to change. 
Terms, conditions and any fees apply to Bank of Melbourne products and details are available. Bank of Melbourne or its officers, agents or employees 
(including persons involved in preparation of the Information) may have financial interests in the markets discussed in the Information. Bank of 
Melbourne owns copyright in the information unless otherwise indicated. The Information should not be reproduced, distributed, linked or 
transmitted without the written consent of Bank of Melbourne. 
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