BankSA

DATA SNAPSHOT

Private Sector Credit: Remains Subdued Wednesday, 30 November 2011

Private sector credit growth gained 0.2% in October, after rising 0.5% in September.
For the year, private sector credit growth, at 3.5%, remains quite subdued.

Business credit was unchanged in October, but followed a strong rise in September,
business credit is up 0.7% for the year to October, the second consecutive month the
annual rate was in positive territory.

Other personal credit, which includes purchases on credit cards and personal loans,
was weaker, falling 0.3% in October. For the year, other personal credit has declined
1.4%, reflecting householder caution.

Housing credit rose 0.4% in October. This saw the annual rate of housing credit growth
slip to 5.7%, its lowest since 1976, when the data became available.

The weak growth in private sector credit suggests that the process of “de-leveraging”,
or paying down debt, is continuing. It is likely that this process has further to run,
although a rate cut from the RBA in November and the possibility of another one
should go some way to boosting borrower sentiment.
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Private sector credit rose by 0.2% in October, below consensus expectations for a 0.4% rise.
Annual growth held at 3.5% in October, indicating that while we saw a pick up in private sector
credit growth in September, the trend remains subdued. The slower growth rate in October
reflects a decline in other personal lending, while business credit was unchanged for the
month.

Business credit was flat in October, after a strong result in September. For the year to
October business credit accelerated to 0.7% growth. This was the second consecutive month
of increase in the annual rate of business credit growth, a result not seen since May-June
2009. Business confidence also improved slightly in October, according to the NAB business
confidence measure, which moved back into positive territory in October. Business confidence
was likely supported by speculation the RBA would cut interest rates (and this rate cut was
delivered by the RBA in November), however, business conditions deteriorated in October. The
Australian dollar rose 9% against the US dollar over the month of October, putting pressure
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on non-mining exporters.

Household credit (housing and other personal) was more subdued in October, despite media
speculation about the possibility of a rate cut from the RBA in November. Other personal
credit, which includes purchases on credit cards and personal loans, fell 0.3% in October,
reflecting householder caution. This saw the annual rate of other personal credit growth fall
to a decline of 1.4%, the largest rate of decline since November 2009.

Housing credit rose 0.4% in October, with owner-occupier housing credit up 0.4%, while
investor housing credit gained 0.3% in October. The 0.4% increase in housing credit was well
below the 1.0% average increase seen in the past ten years, highlighting the lack of vigour in
housing credit. For the year to October, housing credit growth eased to 5.7%, from 5.8%
previously, to be at its lowest since these records began in 1976. The annual rate of owner
occupied housing credit eased back to 6.2%, from 6.3% in the year to September. Investor
housing finance rose 4.4% in the year to October, its lowest annual rate since January 2010,
and compared to a 10-year average of 13.5%.

Subdued housing conditions are also reflected in the moderation in dwelling prices this year.
Earlier today, RP Data-Rismark data showed home prices declined 0.5% in October, taking the
annual rate of dwelling price growth down to a decline of 4.0%.

The weak growth in private sector credit suggests that the process of “de-leveraging”, or
paying down debt, is continuing. It is likely that this process has further to run, although a rate
cut from the RBA in November and the possibility of another one should go some way to
boosting borrower sentiment.

Jo Heffernan, Senior Economist
Ph: (02) 9320-5751
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Chief Economist Besa Deda dedab@stgeorge.com.au (02) 9320 5854
Senior Economist Josephine Heffernan heffernanj@stgeorge.com.au (02) 9320 5751
Economist Janu Chan chanj@stgeorge.com.au (02) 9320 5854
State Manager SA Mark Goldsmith goldsmithm@banksa.com.au (08) 8424 5597

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 BankSA has a contract to supply Information, the supply of the Information is made under that contract
and BankSA’'s agreed terms of supply apply. BankSA does not represent or guarantee that the Information is
accurate or free from errors or omissions and BankSA 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 BankSA products and details are available. BankSA 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. BankSA owns copyright in the information unless otherwise indicated. The
Information should not be reproduced, distributed, linked or transmitted without the written consent of BankSA.

Any unauthorized use or dissemination is prohibited.
Neither BankSA - 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.
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