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Private Sector Credit
Credit Flat in October
•

Credit to the private sector remained unchanged in October. It is the third straight month of nil
growth. The annual growth rate slowed to 1.8%, the slowest since February 2010 and well below
the 10-year average of 7.7%. The result reflects reduced demand for business and personal
credit.

•

Business credit contracted 0.3% in October, representing the sixth consecutive month of decline.
The annual growth rate declined to 1.4% from 1.9% in September, the lowest annual rate since
October 2013.

•

Housing credit rose 0.3% in the month, underpinned by lower interest rates and an
improvement in sentiment around housing prices. Owner-occupier housing credit has been
resilient, despite the pandemic, and rose 0.4% in October to be up 5.4% over the year. Investor
housing credit increased just 0.1% in October and is down 0.3% over the year.

•

“Other personal credit” improved marginally in October, falling by 0.7%, which is its best
outcome in eight months. However, other personal credit has recorded a fall every month since
mid-2017.

•

The soft result for October suggests the road to recovery for the Australian economy is still frail.
Fiscal and monetary stimulus measures announced in the last few months, as well as the easing
of restrictions in Victoria, could see private sector credit improve in the year ahead. However,
the improvement is likely to be modest.
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Credit to the private sector remained unchanged in October. It is the third consecutive month of
nil growth. The annual growth rate slowed to 1.8%, the slowest since February 2010 and below
the 10-year average of 7.7%. The result reflects reduced demand for business and personal credit.
Business credit contracted 0.3% in October, which is the sixth consecutive month of decline. The
annual growth rate declined to 1.4% from 1.9% in September, the lowest annual rate since
October 2013.
Stimulatory measures announced in the 2020-21 Federal Budget, low levels of interest rates and
improvements in business confidence were not strong enough to prevent a decline in business
credit in October. Businesses are reluctant to take on debt because of the high levels of
uncertainty and the lingering weakness in the economy. Businesses instead have been shoring up
their liquidity positions.
Housing credit continued to help support total private sector credit, as demand for housing
continues to grow. Low interest rates and an improvement in housing sentiment has encouraged
growth in housing credit. Housing credit rose 0.3% in the month and in the year to October,
growth was 3.3%. Owner-occupier credit has been resilient, despite the pandemic, and rose 0.4%
in October to be up 5.4% over the year. Investor housing credit increased just 0.1% in October and
is down 0.3% over the year.
Housing credit should continue to expand as the outlook for housing remains encouraging.
Housing demand has been supported by several Budget measures, notably the HomeBuilder
program, and by ultra-low interest rates. State Budgets have also provided stimulus to home
buyers and house-related sentiment has rallied since August.
“Other personal credit” has improved marginally from the decline of 1.0% recorded in September
and August. It declined 0.7% in October, which is the best outcome in eight months. However, this
form of credit has been falling each month since mid-2015. In annual terms, other personal credit
(which includes personal loans and credit cards) declined 12.7%, which matches the pace in
September and is the weakest in the history of the series (dating back to October 1976).
The soft result for private sector credit in October suggests the road to recovery for the Australian
economy is still frail. Fiscal and monetary stimulus measures announced in the last few months, as
well as the easing of restrictions in Victoria, could see private sector credit improve in the year
ahead. Any improvement is likely to be modest.
Felipe Pelaio, Economist
Ph: 02-8254-0646
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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.
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