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Private Sector Credit 
Demand for Credit Remains Weak 

• Credit to the private sector fell 0.1% in July, falling for a third consecutive month. The last time 
credit fell for three consecutive months was early 1992 as the economy struggled out of its last 
recession. Weak economic conditions translate into weak demand for credit. 

• Business credit fell for a third consecutive month, declining 0.6% in July.  The demand for 
business credit surged in March as businesses sought to strengthen their cash positions. Since 
then, however, demand has tailed off. Business credit tends to grow as the economy expands. 
Given the level of uncertainty about the economic outlook, it is not surprising that demand for 
credit is restrained.  

• There is a divergence between activity in the owner occupier sector of the housing market and 
credit for investor housing. Credit for owner occupied housing rose 0.4% in the month while that 
for investor housing fell 0.1%. Credit for owner occupied housing is up 5.4% over the year but for 
investor housing it is down 0.7%.  

• Only when COVID 19 restrictions are eased can we expect to see a renewed appetite for 
business and housing credit. The appetite for ‘other personal credit’, however looks set to 
remain weak for a long time. 
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Credit to the private sector fell 0.1% in July, falling for a third consecutive month. It fell 0.2% in 
June and 0.1% in May. The last time credit fell for three consecutive months was in early 1992 as 
the economy struggled out of its last recession. Weak economic conditions translate into weak 
demand for credit. 

On an annual basis, credit growth eased further, from 2.8% to 2.4%, a seven-month low.   

The largest monthly decline was in ‘other personal’ credit which fell 1.8% in July to be down 12.1% 
over the year.  As noted last month, the annual rate of decline in ‘other personal’ credit is the 
largest in the history of this series which began in the 1970s. Other personal credit has now 
declined for 55 consecutive months as consumers reconsider their capacity to take on and service 
such debt.  

Business credit fell for a third consecutive month, declining 0.6% in July.  The demand for business 
credit surged in March as businesses sought to strengthen their cash positions. Since then, 
however, demand has tailed off. Business credit tends to grow as the economy expands. Given the 
level of uncertainty about the economic outlook, it is not surprising that demand for credit is 
restrained.  

Business credit grew by 3.7% over the year to July 2020. In the year to July 2019, it grew by 3.8% - 
a reflection, back then, of modest growth in economic activity.  Until the health and social 
distancing issues of COVID-19 are resolved, businesses, on aggregate, seem likely to remain 
conservative in their demand for credit. 

Not everything was going backwards in July. Housing credit maintained its pattern of 0.2-0.3% 
growth seen since late 2018. Credit for housing grew 0.2% in July to be up 3.1% over the year.  

There is, however, a divergence between activity in the owner occupier sector of the market and 
credit for investor housing. Credit for owner occupied housing rose 0.4% in the month while that 
for investor housing fell 0.1%. Credit for owner occupied housing is up 5.4% over the year but for 
investor housing it is down 0.7%.  

Monthly credit growth for investor housing has now been zero or negative since early 2018. On an 
annualised basis growth in credit for investor housing has been negative since late 2019.  

Unsurprisingly, today’s private sector credit data paints a fairly grim picture of the economy. 
Businesses appear to be hamstrung by uncertainty, consumers are adopting a conservative 
approach towards their borrowings and housing investors are in retreat. 

The weakness in the demand for housing credit suggests to us that the construction sector, which 
is a large employer of labour, is unlikely to see an upturn soon. The lack of immigration is also 
adding to their concerns. 

Only when COVID 19 restrictions are eased can we expect to see a renewed appetite for business 
and housing credit. The appetite for ‘other personal credit’, however looks set to remain weak for 
a long time. 

 
Hans Kunnen, Senior Economist 

Ph: 02-8254-1316 
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Besa Deda Janu Chan   
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Nelson Aston    
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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. 

 


