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Private Sector Credit 
Housing Gains Traction, Business Still Weak 

•  Credit to the private sector ticked up in January, growing 0.2%. In annual terms, growth is still 
muted at 1.7%.  

• Business credit growth remained anaemic, declining 0.1% in January. Over the year, business 
credit grew at 0.5%, the slowest annual growth since 2011. Businesses have been reluctant to 
take on debt given the ongoing uncertainty over the economic outlook. 

• Housing credit has picked up a little since late 2020, growing 0.4% in January and 3.6% in annual 
terms. The increase has been driven by owner-occupiers, with annual credit growth at 5.7%. 
Credit to investors was flat over the last 12 months. 

• Other personal credit growth declined by 0.9%, to be down 12.4% over the year. Other personal 
credit growth has come off its lows in recent months as spending on credit cards has picked up 
with the easing of social-distancing measures.  

• We expect credit to the private sector to improve over the year ahead, led by an expansion in 
housing credit. We know the economic recovery will be bumpy and this may be holding back 
credit growth in the short term.  

• However, the gradual reopening of the economy alongside the global rollout of vaccines will 
provide consumers and businesses with more certainty over the economic outlook. In turn, this 
will help increase demand for new loans. Record low interest rates and continued fiscal stimulus 
will also continue to boost demand for credit.  
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Credit to the private sector ticked up in January, growing 0.2%, in line with our forecasts. In annual 
terms, growth remains muted at 1.7%. This continues to reflect weakness in demand for business 
and other personal credit, while housing credit growth continues to increase. 

Business credit growth remained anaemic, declining 0.1% in January. Over the year, business 
credit grew at 0.5%, the slowest annual growth since 2011. Businesses have been reluctant to take 
on debt given the ongoing uncertainty over the economic outlook. Businesses have also taken 
advantage of loan repayment deferrals and temporary government initiatives which have reduced 
their need to take on new loans. This print suggests that businesses remain cautious, despite the 
increase in confidence over recent months. 

Housing credit has picked up a little since late 2020, growing 0.4% in January and 3.6% in annual 
terms. The increase has been driven by owner-occupiers, with annual credit growth at 5.7%. This 
follows the easing of COVID-related restrictions, better jobs growth, lower interest rates, 
government support for first-home buyers and the HomeBuilder program. Credit to investors was 
flat over the last 12 months.  

Other personal credit growth declined by 0.9%, to be down 12.4% over the year. Growth in other 
personal credit, which captures personal loans and credit cards, has been negative for several 
years and declined sharply over 2020. This reflects lower credit card spending and households 
prioritising paying down debt. The ability to repay debt was boosted by superannuation 
withdrawals and income support payments. Other personal credit growth has come off its lows in 
recent months as spending on credit cards has picked up with the easing of containment 
measures.  

We expect credit to the private sector to improve over the year ahead, led by an expansion in 
housing credit. We know the economic recovery will be bumpy and this may be holding back 
credit growth in the short term. However, the gradual reopening of the economy alongside the 
global rollout of vaccines will provide consumers and businesses with more certainty over the 
economic outlook. In turn, this will help increase demand for new loans. Record low interest rates 
and continued fiscal stimulus will also continue to boost demand for credit.  

 

Matthew Bunny, Economist 
Ph: 02-8254-0023 
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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 BankSA has a contract to supply 
Information, the supply of the Information is made under that contract and BankSA’s agreed terms of supply apply. BankSA does not represent or 
guarantee that the Information is accurate or free from errors or omissions and BankSA 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 BankSA products and details are available. BankSA 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. BankSA owns copyright in the information unless otherwise 
indicated. The Information should not be reproduced, distributed, linked or transmitted without the written consent of BankSA. 

 
  
Any unauthorized use or dissemination is prohibited. Neither BankSA- 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. 

 


