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Private Sector Credit 
Businesses Turn Off Borrowing Tap 

 Private sector credit grew just 0.3% in January, following growth of 0.3% in December. The 
annual pace of growth held steady at 4.9% in January.  

 Housing credit was solid in January, lifting by 0.5% in January, for a 6.2% annual gain. It was, 
however, the slowest annual pace of housing credit growth since May 2014. Credit for investor 
housing rose just 0.2%, the same pace as in the previous seven months. Measures by the 
regulator to curb investor housing credit growth are having an impact. 

 The slowdown in credit growth in January reflects a weakening in business credit. Business 
credit fell 0.1% in January, after rising just 0.1% in December. It was the first monthly decline in 
business credit since February 2017. The decline comes despite ongoing resilience in business 
conditions and confidence. 

 Other personal credit (which includes credit cards) remains soft. Although it increased by 0.1% in 
January, it was only the second monthly increase in 26 months. 

 Overall, credit to the private sector is continuing to grow at a modest pace, and points to a 
moderate expansion in economic activity.   
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Private sector credit grew just 0.3% in January, following growth of 0.3% in December. The annual 
pace of growth held steady at 4.9% in January.  

Housing credit was solid in January, lifting by 0.5% in January, for a 6.2% annual gain. It was, 
however, the slowest pace of annual housing credit growth since May 2014. Credit for investor 
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housing rose just 0.2%, the same pace as in the previous seven months. Measures by the regulator 
to curb investor housing credit growth are having an impact. Owner occupier credit growth is 
more robust, rising by 0.6% for the fifth consecutive month. For the year to January, owner 
occupier housing growth lifted by 8.0%, the strongest annual growth rate since November 2016. 

The slowdown in credit growth in January reflects a weakening in business credit. Business credit 
fell 0.1% in January, after rising just 0.1% in December. It was the first monthly decline in business 
credit since February 2017. The decline comes despite ongoing resilience in business conditions 
and confidence. NAB business conditions and confidence are elevated and well above their long 
term average, suggesting a positive outlook for investment spending. Capex spending has risen for 
three consecutive quarters and tomorrow we receive an update on businesses’ spending 
intentions. Weakness in business credit doesn’t necessarily translate into weaker business 
spending.  The annual pace of business credit rose to 3.4%, from 3.2%. 

Other personal credit (which includes credit cards) remains soft. Although it increased by 0.1% in 
January, it was only the second monthly increase in 26 months. For the year to January, other 
personal credit fell by 0.9%, an improvement from December (-1.1%), but still dismal. Households 
are unwilling to take on more personal debt given high levels of household debt and slow wages 
growth. 

 

Implications 

Growth in investor housing credit remains soft as regulatory measures impact the market. This 
trend is expected to continue. Annual housing credit is still running above income growth. Other 
personal credit growth remains dismal as high levels of household debt hamper consumer debt 
appetites.  

The discrepancy between soft business credit growth and strong business conditions is more of a 
puzzle. Elevated business conditions are still suggestive a more positive outlook for business 
investment, despite slow business credit growth.   

Overall, credit to the private sector is continuing to grow at a modest pace, and points to a 
moderate expansion in economic activity.   
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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 unauthorized 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. 
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