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Private Sector Credit 
Business Credit Expanding 

• Private sector credit grew 0.5% in December, a touch below expectations, but still tracking at a 
reasonable tilt.  The annual pace of growth remained steady at 6.6% but remains only marginally 
below the best pace since 2008. 

• Business credit picked up in December (0.5%) after taking a breather in November. With job 
growth continuing, capacity utilization improving and technological change demanding a 
response, further growth in business credit and capital investment should be expected.  

• Credit growth for housing continues to cross over from investor housing to owner occupier 
housing. The annual pace of investor housing credit fell back to 8.5% in December, its slowest 
pace since April 2014. At the same time, annual growth in owner occupier credit stepped up to 
6.8%, its strongest pace since late 2010. 

• The lagged impacts of low interest rates and the weaker currency will maintain economic 
growth at acceptable levels in the near term and lift growth in 2016-17. As such, we expect the 
RBA to keep its cash rate on hold in February and throughout 2016. 
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Private sector credit grew 0.5% in December, a touch below expectations, but still tracking at a 
reasonable tilt.  The annual pace of growth remained steady at 6.6% but remains only marginally 
below the best pace since 2008. 

Business credit picked up in December (0.5%) after taking a breather in November. The solid 
result in December comes after very strong growth of 1.1% in both September and October. The 
annual pace of growth in business credit came in at 6.3%, a touch below the recent peak of 6.6% 
growth in October. With job growth continuing, capacity utilization improving and technological 
change demanding a response, further growth in business credit and capital investment should be 
expected.  

The next reading on capital spending comes on 25th February and will cover the December quarter 
plus expectations for the year ahead. We expect the decline in mining investment during the 
December quarter will swamp any improvement in non-mining investment. 

The monthly growth of 0.7% in owner occupier housing credit maintains the pick-up seen since 
September. For the past four months, monthly credit growth in this sector has been between 0.7% 
and 0.8% giving annual growth of 6.8%. This is the strongest pace of growth since December 2010. 

Investor housing credit grew just 0.3% for an annual pace of growth of 8.5% - the slowest pace 
since May 2014.  The squeeze placed on investor housing lending by APRA appears to be having its 
desired impact with annual growth well below the ‘speed limit’ of 10% established earlier last 
year.   

Overall, credit for housing grew 0.5% in December, broadly maintaining the pattern of monthly 
growth seen over the past 12 months. In the last four months, the driver has been owner occupier 
credit rather than in investor credit. 

Growth in “other personal” credit, including credit cards and personal loans, continued to lag 
behind other forms of credit. It saw zero growth in December and zero growth in the year to 
December.   

 

Outlook and Implications for the Cash Rate 

Credit growth continues to gradually pick up, indicating that low interest rates are acting to 
support lending and economic activity. The recent pickup in business credit adds to signs that 
activity in non-mining sectors is improving. This increases the prospect for a pick-up in non-mining 
business investment over time.  

Our view is that the lagged impacts of low interest rates and the weaker currency will maintain 
economic growth at acceptable levels in the near term and lift growth in 2016-17. As such, we 
expect the RBA to keep its cash rate on hold in February and throughout 2016. 

 

 

 
Hans Kunnen, Chief Economist 

Ph: 02-8254-8322 
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Contact Listing 
  
Chief Economist Senior Economist Senior Economist 

Hans Kunnen Josephine Horton Janu Chan 
 kunnenh@bankofmelbourne.com.au hortonj@bankofmelbourne.com.au chanj@bankofmelbourne.com.au 
(02) 8254 8322 (02) 8253 6696 (02) 8253 0898 
  
  
  
  
  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
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 BankofMelbourne. 
Any unauthorized use or dissemination is prohibited. Neither Bank of Melbourne- A Division of Westpac Banking Corporation ABN 33 007. 
If you no longer wish to receive this information, please reply to this email with the word "Unsubscribe" in the subject heading along with your full name and 
company name. 
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