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Solid growth continues

. Private sector credit growth surprised Private sector credit, March 2026
to the upside in March, ticking up %mth %yr
to 0.7%mth. Year-ended growth Item Feb Mar Feb Mar
also rose, exceeding 8.0% for Total credit 0.6 0.7 7.8 8.1
the first time since late 2022. Business 0.8 0.8 9.5 9.9
Other personal 0.4 0.6 4.3 4.5
» Housing credit growth remained steady, Housing, total 086 06 71 73
recording a seventh 0.6%mth increase Owner—occupier o e o 5
in the past eight months. Both owner- Investor 0.7 0.8 9.2 9.6
occupier and investor credit continued Source: RBA, Westpac Economics.

to follow recent trends, with the latter
category maintaining a faster pace.

. Business credit was little changed,

with the 0.8%mth increase remaining
a key driver of overall growth. MarCh.
[
. Looking ahead, we continue to expect

credit growth to ease, given the impact .l.o 70/ mth
of higher energy prices, rising inflation, ) 0 9
as well as tighter RBA monetary policy. o
+8.1%yr
[

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.

WESTPAC ECONOMICS 1



Credit growth pushes ahead

Mantas Vanagas
Senior Economist

Contrary to our expectations of a slowdown to 0.5%mth,

total private sector credit growth increased from 0.6%mth to
0.7%mth in March. Credit growth has so far remained resilient
to tighter monetary policy and a more uncertain economic
environment amid the ongoing global energy price shock. The
annual growth rate rose to 8.1%yr, the highest since late 2022.

e Housing credit (62% of total credit stock) growth remained
unchanged, recording a 0.6%mth increase for the seventh
time in the past eight months, pointing to a positive and
stable momentum in the housing market. This seems to be
consistent with the latest signals from the house price data,
which appeared resilient to the recent rise in uncertainty.

e Within housing credit, owner-occupier and investor segments
were little changed from recent trends. Owner-occupier
credit rose by 0.6%mth, among the highest readings in the
current cycle. Investor credit remained on a steeper trajectory,
increasing by 0.8%mth, in line with the six-month average.

e Other personal credit (4% of total private credit) grew by
0.6%mth, an elevated pace by historical standards.

e Business credit, which has been the main driver of total
credit growth in recent months, also showed no clear signs
of slowing. It increased by 0.8%mth, broadly consistent with
the firm pace recorded through 2025.

Looking ahead, credit growth faces sizeable headwinds, and
we continue to expect some moderation over coming months.
Higher borrowing rates following increases in the RBA cash
rate in February and March should begin to weigh on credit
demand. With an expectation of another three RBA hikes,
these effects are likely to intensify.

That said, evidence from previous tightening cycles is mixed
across the major credit components. While the hiking cycle
that beganin 2022 helped rein in the very strong post-
pandemic credit expansion, the effect proved short-lived.
Earlier episodes in 2009 and 2002 show divergent patterns
across components.

Elevated economic uncertainty, alongside direct income
pressures on households and businesses from higher energy
costs and rising inflation, is also likely to act as an additional
drag. With consumer sentiment and business confidence
having fallen sharply in recently, credit demand is likely to
soften in the near term. However, given the strong inertia in
credit data, any such effect may emerge with a delay.
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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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