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Australian private credit, March
Credit growth remains subdued.
February 0.3% mth, 5.1% yr.

Private sector credit grew by 0.3% in March, a slight softening Credit
on the 0.5% gains in January and February and compared to the
average of the past half year (0.41% per month).

Item Feb Mar Feb Mar
Total credit 0.5 0.3 5.0 51
Business 0.6 0.5 6.8 7.0

This modest growth occurred in an environment of elevated

interest rates and a sluggish economy - but also an economy

operating at a high level of capacity, with unemployment still

near historic lows and a housing market where demand is Other personal 0.3 0.3 24 29

outstripping limited supply. Housing, total 0.4 0.4 4.2 4.3
. . ) Owner-occupier housing 0.4 0.4 4.8 5.0

Annual credit growth ticked up slightly to 5.1%. T_ha_t compares Investor housing 02 03 2.0 2.0

with a post 2000 average of 7.5%yr. Note that this is in the

context of relatively high inflation, the CPIl up 3.6% over the year Sources: RBA, Westpac Economics.

to March.

All components recorded slight up-ticks in annual credit growth.

Housing credit annual growth lifted slightly from 4.2% to 4.3% Credit ngth holds at around 5%yr

but remains near historic lows. The only weaker period was

through 2019 (at 3.0%) and 2020 (at 3.5%). It is in line with the % ann % ann
low point of the 2013 cycle.
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Business credit growth nudged up to 7%yr but remains down A —Total
on the brisk 11.9%yr pace in 2022 and is broadly in line with the 154\, A | —Housing
historic average. Note that a material component of that 7% will ‘ |
relate to business investment inflation, which was running at an
elevated 3.7% for 2023, the capex survey reports. 5

The March detail included: housing expanded by 0.4%mth; 01 “t‘ L\ 0

business grew by 0.5%mth; and personal rose by 0.3%mth. |/
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Sources: RBA, w

The back story: credit growth slowed appreciably in 2022 in the 10 Westpac Economics

face of sharply higher interest rates which reduced borrowing Mar-04  Mar99 Mar-04 Mar09 Mar-14  Mar19  Mar-24

capacity. Credit grew an average 0.7% per month over the

initial 9 months of 2022 (including 0.6% for housing and 1.1% for

business). The monthly pace has since stepped lower to around

0.4-0.5%.

The housing market felt the impacts of sharply higher interest Housing credit: growth pulse a subdued 4.7%
rates in 2022, new lending for housing down by 33% over the

year to Feb 2023 (retreating from very high levels). But since

then the established housing market has lifted, prices squeezing 16
higher as strong population-driven demand combined with tight

supply. New lending since February 2023 is up by 13%. 12

3 mth % chg, annl’sd 3 mth % chg, annl’'sd

—Owner-occupiers Latest, 3 mth annls'd:
— t Owner-occupiers: 5.4%
nvestors Investors: 3.2% L 12

—Total Total: 4.7%

Turning to business credit: annual growth has moderated from
a 2022 peak of almost 14%, to 7% currently. Some further
moderation in business credit growth is likely against the
backdrop of soft economic growth. There was a material 4
cooling of real non-mining business investment over the second

half of 2023 (contracting by -1%, a sharp turnaround from a 0 A
14.2% expansion in the year to the June quarter 2023) and the vV

prospect of a flat first half of calendar 2024. . Sources: RBA, Westpac Economics
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From mid-2024 and into 2025, as policy settings become less Mar-24

restrictive, we anticipate that positive investment fundamentals
will reassert themselves, driving an emerging upward trend in
business investment spending.

Matthew Hassan, Senior Economist

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts are based
are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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Business credit & investment Housing finance: rehounded in 2023
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Business credit: 6 mth annls’d growth at 6.6%
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Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the assumptions on which the forecasts are based
are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results ultimately achieved may differ substantially from these forecasts.
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Disclaimer
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necessary permission none of Westpac or its related entities accepts any responsibility for the accuracy or completeness of any such
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Disclaimer continued overleaf
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Disclaimer continued

The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the SEC in the United States. Information
on such non-U.S. securities or related financial instruments may be limited. Non-U.S. companies may not be subject to audit and reporting
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passing on the information in this communication to any third party.

This communication contains general commentary, research, and market colour. The communication does not constitute investment
advice. The material may contain an ‘investment recommendation’ and/or ‘information recommending or suggesting an investment’, both
as defined in Regulation (EU) No 596/2014 (including as applicable in the United Kingdom) (“MAR”). In accordance with the relevant
provisions of MAR, reasonable care has been taken to ensure that the material has been objectively presented and that interests or
conflicts of interest of the sender concerning the financial instruments to which that information relates have been disclosed.

Investment recommendations must be read alongside the specific disclosure which accompanies them and the general disclosure
which can be found here:_https:/www.westpacig.com.au/terms-and-conditions/investment-recommendation-disclosure. Such
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