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Private Sector Credit  
Business Credit Upswing Deepens 

• Omicron failed to sideline the economic recovery. The credit figures speak to the resumption of 
the recovery in economic activity after the lockdowns of Delta hurt growth in the September 
quarter.  

• Credit extended to the private sector grew 0.6% in January, taking annual growth to a fresh 13-
year high of 7.6%. Households borrowing for housing and businesses borrowing to invest and 
expand are driving this growth. 

• Credit extended for housing continues to be a stellar performer. It grew 0.7% in January, which 
is the third straight month of growth at this pace. Housing credit grew by 7.7% on a year ago - 
the fastest annual pace since August 2010.  

• The upswing in business credit, that began early last year, continued in January. Business credit 
jumped 0.6% in January, after two incredibly solid monthly rises of 1.1% and 1.6%, respectively. 
This takes the monthly increases to nine in a row. Annual growth of business credit rose to 9.0%, 
which is a 13-year high, and well above the 10-year average of 3.7%. 

• Generous government incentives, namely, the loss carry back and instant asset write-off 
initiatives are still available until the end of the 2022-23 financial year. These incentives are 
helping underpin growth in business spending and credit. 

• There had been a modest uptick in businesses calling for relief due to Omicron, however, this 
has only been short term. An internal survey of our SME customers revealed the impact of 
Omicron is expected to be short lived. And nearly three quarters of SME leaders are expecting 
their business to grow or sales to increase in the next year. 
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Omicron failed to sideline the economic recovery. The credit figures speak to the resumption of 
the recovery in economic activity after the lockdowns of Delta hurt growth in the September 
quarter. Credit extended to the private sector grew 0.6% in January, taking annual growth to a 
fresh 13-year high of 7.6%. Households borrowing for housing and businesses borrowing to invest 
and expand are driving this growth. 

Housing  

Credit extended for housing continues to be a stellar performer. It grew 0.7% in January, which is 
the third straight month of growth at this pace. It’s a pace that is firmer than the 2021 average. On 
a year ago, housing credit grew by 7.7% - the fastest annual pace since August 2010.  

Housing credit continues to grow strongly despite worsening affordability pressures. This follows 
significant increases in housing prices over 2021 and increases in fixed mortgage lending rates 
across lenders. Credit growth for owner occupiers continues to outpace investors. Owner-occupier 
credit rose 0.8% in January, versus 0.4% for investors.  

Business 

Meanwhile, the upswing in business credit, that began early last year, continued in January. 
Business credit jumped 0.6% in January, after two incredibly solid rises of 1.1% and 1.6%, 
respectively, over December and November. This takes the monthly increases to nine in a row.  

Annual growth of business credit rose to 9.0% in January, which is a 13-year high, and well above 
the 10-year average of 3.7%. 

Generous government incentives, namely, the loss carry back and instant asset write-off initiatives 
are still available until the end of the 2022-23 financial year. These incentives are helping underpin 
growth in business spending and credit. 

A recent internal survey of a large number of our SME customers revealed that a high share of 
SME leaders (72%) are optimistic about the current business environment. Such findings are 
consistent with the improvement underway in confidence as Omicron has peaked. It’s also 
consistent with a resumption in the economic recovery. 

Customer liaison suggested there has been a modest uptick in businesses calling for relief due to 
Omicron, however, this has only been short term. Indeed, the same internal survey revealed the 
impact of Omicron is expected to be short lived; the average SME leader anticipates their business 
will recover from Omicron in just over 5 months. And nearly three quarters of SME leaders are 
expecting their business to grow (72%) or sales to increase (72%) in the next year. 

Other personal 

Other personal credit, which includes credit cards and personal loans, bucked the trend. This 
category slid 0.6% in January, resuming the renewed decline that began in December. 

Outlook 

We expect the expansion in credit growth to continue in coming months, underpinned by a 
resumption of the economic recovery, low rates, falling unemployment and generous government 
incentives. However, we expect the Reserve Bank to start a rate-hike cycle in August. Geopolitical 
tensions have also added to uncertainty. The major concerns for Australian businesses remain 
labour shortages, global supply-chain disruptions and mounting inflationary pressures. 

Besa Deda, Chief Economist 
Ph: 0404 844 817 
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Contact Listing    

    
Chief Economist Economist   
Besa Deda Matthew Bunny   
dedab@bankofmelbourne.com.au matthew.bunny@bankofmelbourne.com.au   
(02) 8254 3251 (02) 8254 1316   
    

Senior Economist Associate Economist 
Jarek Kowcza Jameson Coombs 
jarek.kowcza@bankofmelbourne.com.au jameson.coombs@bankofmelbourne.com.au 
0481 476 436 0401 102 789 
  

 
 
 
 
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. 

 


