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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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Elevated pace maintained

Mantas Vanagas
Senior Economist

Private sector credit growth has been trending higher for over
two years. Earlier this year, the pace accelerated, with monthly
increases rising to 0.6—0.7%mth. In October, we saw a pick-up
of 0.7%mth. While the latest figures indicated a slight step
down in November to 0.6%mth, the elevated pace is consistent
with recent trends. On an annual basis, growth inched higher to
7.4%yr, the new highest level in this cycle.

e Housing credit (63% of total private credit) has been a key
source of strength in recent months. Easing monetary policy
earlier this year has helped lift momentum in the housing
market, with housing credit increasing by 0.6%mth over the
previous three months, edging towards the rounding barrier
for a 0.7%mth increase (0.66%mth). The November data
showed another 0.6%mth rise.

e The breakdown of housing credit by category — owner-
occupiers and investors — continued to show diverging
trends. Owner-occupier credit rose by 0.5%mth for a ninth
consecutive month. Meanwhile, investor credit increased
by 0.8% mth. While this appeared to be a slight loss of
momentum from October’s 0.9%mth rise, which was the
steepest since early 2015, comparing the figures to more
than one decimal shows only a minor dip from 0.86%mth to
0.84%mth.

e Other personal credit (4% of total private credit) surprised
to the downside, falling by 0.5%mth, the steepest drop
since early 2022. This category tends to be somewhat more
volatile, and occasional decreases are not entirely uncommon.
In fact, the last time it reported negative growth was the
previous November, while December readings have often
been negative in prior years. This pattern suggests that
there could be some residual seasonality at play, not fully
accounted for in the seasonal adjustment of the data.

e Business credit (33% of total private credit) rose 0.7%mth,
which was 0.1ppt lower than in October but right in line
with the average pace over this year. If annualised, that pace
represents a 9% increase. Having peaked at 10.0%yr in July,
the year-ended growth appears to be converging towards
that level, slipping 0.1ppt lower in November to 9.2%yr.

Credit growth is expected to remain elevated near-term;
however, we anticipate some gradual easing further out. Our
updated outlook for the RBA now sees the cash rate remaining
on hold throughout 2026. Housing market activity might be
marginally softer over 2026, compared to earlier expectations,
placing some downward pressure on housing turnover. On

the other hand, the 5% government deposit scheme, which
was restarted under more generous terms in October, might

provide some additional support, particularly in the near term.

We interpret the slight step-down in personal credit growth
largely as noise for now, though we will be monitoring it
closely. While a more assured recovery in consumer spending
would be consistent with higher credit growth, much will
depend on the evolution of real household incomes.

Finally, business credit growth appears to be on a steady path
for now. While the latest national accounts provided some
early hints of recovery in business investment that is starting
to broaden across sectors, the correlation with credit growth is
usually not direct. Some further gradual easing in growth rates
as business leverage rises would be expected.
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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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