
Data Snapshot – Friday, 28 February 2020 
 

 
 

1 
 

Private Sector Credit 
Signs of Stabilisation 

 Credit growth in the private sector expanded 0.3% in January, increasing from 0.2% in the month 
before. 

 Housing credit expanded at a moderate pace in January. Outstanding loans for housing grew 
0.3% for the fourth consecutive month. 

 Housing credit growth continued to be driven by credit extended to owner-occupiers, although 
there was a small contribution from investors in January. Owner-occupier credit expanded 0.4% 
over the month. For housing investors, credit expanded 0.1%, its first positive reading since 
December 2018. 

 Business credit picked up in January, rising 0.5% compared with a 0.2% increase in the month 
before. It was the highest pace of business credit growth since March 2019. Easing concerns over 
economic growth in late 2019 and in January 2020 appear to have encouraged borrowing. 

 Record-low interest rates and increasing house prices will support credit growth over the year 
ahead. However, the emerging impact of the coronavirus may dent the recovery in business 
borrowing while heavily indebted households may be reluctant to increase their leverage. 
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Credit growth in the private sector expanded 0.3% in January, increasing from 0.2% in the month 
before. On an annual basis, growth ticked up to 2.5%. It was the highest annual pace of growth 
since October last year, however, annual growth remains subdued by historical standards. 

Housing credit continues to expand at a moderate pace. Outstanding loans for housing rose 0.3% 
in January for the fourth consecutive month. Growth continued to be driven by owner-occupier 
credit, although there was a small contribution from investors in January. Owner-occupier credit 
expanded 0.4% over the month, down slightly from 0.5% growth in December.  

Investor credit grew 0.1% in January, its first positive outturn since December 2018. Investors have 
been largely absent from the latest housing market upswing, which is atypical compared with 
previous cycles. Tighter regulations on investor lending, as well as concerns about building quality, 
have weighed on investor borrowing. 

On an annual basis, housing credit expanded 3.1% in January, unchanged from the month before. 
The lacklustre pace of credit growth for housing, despite the apparent pick up in the housing 
market, suggests that households with mortgages are using savings from lower interest rates to 
help pay down their debts. 

Business credit picked up in January, rising 0.5% compared with a 0.2% increase in the month 
before. It was the highest pace of business credit growth since March 2019. Businesses pared back 
their demand for credit over 2019 as global uncertainty and weak domestic demand weighed on 
business confidence. Some of these risk factors abated late in 2019 and early in 2020 (most 
notably the US-China trade tensions). The latest increase is an encouraging sign, however, 
renewed downside risks to global growth threatens to once-again dampen business appetite for 
borrowing. 

The other major category of credit is “other” personal credit, which includes credit cards and 
personal loans. This form of credit contracted 0.6% in January and has been in decline for 16 
consecutive months. On an annual basis, personal credit contracted 5.0%. The contraction in 
“other” personal credit is a sign that households are continuing to repair their balance sheets amid 
high household debt and low wages growth. However, an emerging area of credit growth has been 
in “buy-now-pay-later” (BNPL) services, which are not included in the figures published by the 
Reserve Bank (RBA). Popular BNPL provider Afterpay reported a 26% increase in active customers 
in Australia and New Zealand in the second half of 2019 to 3.1 million users. Although outstanding 
BNPL credit remains small compared with total “other” personal credit, its surging popularity 
means it could be important in the future. 

Credit growth has been broadly weak over the last year, reflecting soft conditions in the domestic 
economy. The latest increase, although small, suggests that the tide may be beginning to turn. 
Ultra-low interest rates and a continued increase in housing prices and turnover suggest that 
housing credit will continue to recover. Balancing this, global growth risks are skewed to the 
downside and households are heavily indebted. Borrowing is likely to continue growing at a 
moderate pace throughout the year. 

 
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. 

 
 
Any unauthorised use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007 457 141 
AFSL 233714 ACL 233714, nor any of Westpac’s subsidiaries or affiliates shall be liable for the message if altered, changed or falsified. 

 


