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Key Points 

•  Total private sector credit rose by 0.5% in July (11.2% through year), in 
line with the market expectation of 0.5% in the month.  

• Housing credit expanded by 0.5 % in July (9.8% through year). 

• Business credit growth rebounded, rising 0.7 % in the month (15.0% 
through year). 

• Personal credit was again very weak contracting 0.7 in the month (3.0% 
through year). This was the largest single month fall since December 1991. 

• Expected interest rate cuts in coming months should go some way to easing 
the downward pressure on credit growth into 2009.  

     Key Figures 

 
Credit 
($bn) 

Monthly 
change 

(%) 

Annual 
change 

(%) 

Housing 967.0 0.5 9.8 

    Owner Occupier 663.2 0.5 10.4 

    Investor 303.8 0.4 8.4 

Business 753.3 0.7 15.0 

Personal  153.4 -0.7 3.0 

Total Credit 1,873.8 0.5 11.2 
Source: RBA 

    Figure 1: Annual credit growth by sector 
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Credit growth again soft but some hope in sight  

Unsurprisingly private sector credit growth figures for July were again soft. High 
interest rates, weak sentiment and a slow down in the economy have seen the 
demand for credit from both businesses and households slow markedly. 

The peak in mortgage rates and negative sentiment towards the property market has 
seen housing finance approvals plummet for several months and this is now weighing 
heavily on housing credit growth. Housing credit growth is now at its weakest level 
since late-1986. This will give renewed ammunition to those calling for the RBA to cut 
by 50bps next week.  In our view, a more measured approach from the RBA seems 
likely (particularly in light of yesterday's very strong business investment figures).  
What today's data does is confirm that a 25bps cut is on the way next Tuesday at 
2:30pm 

Today's credit data also showed that consumers are pulling back on spending as 
pressures on household budgets build. Weaker motor vehicle sales (in part due to the 
institution increases to the luxury car tax), less purchases on credit cards and 
evaporating interest in margin trading have seen consumer credit contract further this 
month. This was the largest monthly fall in personal credit since 1991 – when the 
economy was in recession.  

Ongoing tighter credit conditions and a slowing economy have also kept growth in 
business credit subdued in July. That said, yesterday's strong business investment 
intentions data (which implied double-digit growth in business investment next year) 
suggests we could see a pick up in business credit over the coming year. 

The expectation of interest rate cuts in coming months should serve to stabilise credit 
growth in late 2008. We then anticipate that credit growth should begin to show signs 
of a turnaround in 2009 as interest rates are cut further and conditions and sentiment 
begin to improve. 

 

Figure 2: Housing finance approvals lead housing credit growth down 
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Important Notice 

Australia and New Zealand Banking Group Limited is represented in: 
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Australia and New Zealand Banking Group Limited ABN 11 005 357 522 

14th Floor 100 Queen Street, Melbourne, Victoria, 3000, Australia 

Telephone +61 3 9273 6224   Fax +61 3 9273 5711 

UNITED KINGDOM by: 

Australia and New Zealand Banking Group Limited 

ABN 11 005 357 522 

40 Bank Street, Canary Wharf, London, E14 5EJ, United Kingdom 

Telephone +44 20 3229 2121    Fax +44 20 7378 2378 

UNITED STATES OF AMERICA by: 

ANZ Securities, Inc. (Member of NASD and SIPC) 

6th Floor 1177 Avenue of the Americas 

New York, NY  10036, United States of America 

Tel:  +1 212 801 9160   Fax:  +1 212 801 9163 

NEW ZEALAND by: 

ANZ National Bank Limited 

Level 7, 1-9 Victoria Street, Wellington, New Zealand 

Telephone +64 4 802 2000 
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Banking Group Limited ABN 11 005 357 522 (“ANZ”) and in New Zealand by ANZ National Bank Limited (“ANZ NZ”). 
ANZ holds an Australian Financial Services licence no. 234527 and is authorised in the UK by the Financial Services 
Authority (“FSA”).   

This document is being distributed in the United States by ANZ Securities, Inc. (“ANZ S”) (an affiliated company of 
ANZ), which accepts responsibility for its content.  Further information on any securities referred to herein may be 
obtained from ANZ S upon request.  Any US person(s) receiving this document and wishing to effect transactions in any 
securities referred to herein should contact ANZ S, not its affiliates. 

This document is being distributed in the United Kingdom by ANZ for the information of its market counterparties and 
intermediate customers only.  It is not intended for and must not be distributed to private customers.  In the UK, ANZ 
is regulated by the FSA.  Nothing here excludes or restricts any duty or liability to a customer which ANZ may have 
under the UK Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of the 
FSA. 

This document is issued on the basis that it is only for the information of the particular person to whom it is provided.  
This document may not be reproduced, distributed or published by any recipient for any purpose.  This document does 
not take into account your personal needs and financial circumstances.  Under no circumstances is this document to be 
used or considered as an offer to sell, or a solicitation of an offer to buy. 

In addition, from time to time ANZ, ANZ NZ, ANZ S, their affiliated companies, or their respective associates and 
employees may have an interest in any financial products (as defined by the Australian Corporations Act 2001), 
securities or other investments, directly or indirectly the subject of this document (and may receive commissions or 
other remuneration in relation to the sale of such financial products, securities or other investments), or may perform 
services for, or solicit business from, any company the subject of this document.  If you have been referred to ANZ, 
ANZ NZ, ANZ S or their affiliated companies by any person, that person may receive a benefit in respect of any 
transactions effected on your behalf, details of which will be available upon request. 

The information herein has been obtained from, and any opinions herein are based upon, sources believed reliable.  
The views expressed in this document accurately reflect the author’s personal views, including those about any and all 
of the securities and issuers referred to herein.  The author however makes no representation as to its accuracy or 
completeness and the information should not be relied upon as such.  All opinions and estimates herein reflect the 
author’s judgement on the date of this document and are subject to change without notice.  No part of the author's 
compensation was, is or will directly or indirectly relate to specific recommendations or views expressed about any 
securities or issuers in this document.  ANZ, ANZ NZ, ANZ S, their affiliated companies, their respective directors, 
officers, and employees disclaim any responsibility, and shall not be liable, for any loss, damage, claim, liability, 
proceedings, cost or expense (“Liability”) arising directly or indirectly (and whether in tort (including negligence), 
contract, equity or otherwise) out of or in connection with the contents of and/or any omissions from this 
communication except where a Liability is made non-excludable by legislation.  

Where the recipient of this publication conducts a business, the provisions of the Consumer Guarantees Act 1993 (NZ) 
shall not apply. 


