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DATA SNAPSHOT                                          

Housing Finance � Shifting Lanes?                           Wednesday, 6 April 2011 

• Finance for owner occupied housing was weaker than consensus expectations, falling 
5.6% in February. This follows a decline of 6.3% in January and leaves the annual rate 
down 7.2% for the year to February. 

• Housing finance for the purchase of new dwellings slumped 12.0% for the month, and 
financing for the purchase of established dwellings fell 6.0%. Meanwhile, housing 
finance for construction eked out a 1.0% gain in February. 

• The decline in housing finance reflects a sharp fall in refinancing, leaving housing 
finance excluding refinancing down a smaller 3.8% in February.  

• Given the flood impact on housing finance which was certainly evident in January, the 
RBA will likely adopt a �wait and see� approach to economic data. However, the 
expected boost to incomes and investment from the mining boom and high terms of 
trade means the RBA is likely to continue raising interest rates later this year. 

 

     

 

Housing finance fell 5.6% in February, close on the heels of a larger decline in January. This is 
in contrast to the second half of 2010, when a run of moderate increases in housing finance 
was seen. The flooding in January (in Queensland as well as parts of NSW and Victoria) and a 
late reaction to the November interest rate rise from the RBA clearly weighed on housing 
finance in the first couple of months of 2011. 

The decline in housing finance reflects weakness in financing for the purchase of new 
dwellings (-12.0%). This is the third consecutive monthly decline larger than 10%, leaving 
financing for the purchase of new dwellings down 20.2% for the year, and highlights the lack 
of supply in the Australian housing market.  

Finance for the purchase of established dwellings fell 6.0% in February, and follows a similar 
size drop in the previous month. For the year, finance for the purchase of established 
dwellings slipped back into negative territory in February (-3.6%), after posting a small gain in 
annual terms in January. 

On a somewhat brighter note, housing finance for construction rose 1.0%, after a sharp fall in 
January. Housing finance for construction has shown small gains in six of the last seven 
months (with January�s 10.1% decline breaking the positive run). However, earlier weakness 
puts housing finance for construction down 25.7% for the year to February, although this 

Number of Housing Loans
(Monthly % Change)

-12

-8

-4

0

4

8

Jul-08 Jul-09 Jul-10

% m/m

-12

-8

-4

0

4

8

% m/m

Sources: ABS, St.George

Housing Finance
(Annual % Change)

-50

-40

-30

-20

-10

0

10

20

30

40

50

Jan-06 Jan-07 Jan-08 Jan-09 Jan-10 Jan-11

WA

Qld.

Vic. NSW

SA

y/y %



 
 

St.George Bank Data Snapshot – 8 December 2010 2

compares to some annual readings less than �30% in the second half of 2010. 

By State, there was a sharp divergence in housing finance, although all states and territories 
showed declines for the month. The worst performers were Tasmania (-13.7%), Northern 
Territory (-11.4%) and NSW (-10.1%), while Queensland showed the smallest decline of 0.5%, 
following on from a severe 15.7% decline in January in the wake of the floods.  

First-home buyers took a back seat to up-graders in February, with first home buyers as a 
proportion of all housing finance falling to 14.9% in February, from 15.2% in January. This was 
the lowest proportion since June 2004, well before the introduction of the First Home Owner 
Boost. Fixed loans as a proportion of all new loans slipped from their recent highs, to 7.3% in 
February, from levels over 8% in each of the previous three months.  

Investor housing finance was less weak than owner-occupied housing finance in February, 
falling 2.3% in value terms, compared to a 4.8% decline for owner-occupiers.  

Overall, it is too early to gauge the underlying trend in housing finance, given the impact of the 
floods. The RBA will look through any flood disruption in the housing finance numbers. As the 
RBA has acted pre-emptively and is ahead of the curve in raising interest rates, it has the 
room to �wait and see� where the data is pointing. However, given the RBA�s ongoing focus on 
the mining boom and terms of trade, and the flow-on effect to incomes and the upcoming 
investment boom, the RBA is expected to raise interest rates further, most likely in the 
second half of this year. 

 

  

 

Josephine Heffernan, Senior Economist 
Ph: (02) 9320-5751 

Email: heffernanj@stgeorge.com.au 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

mailto:heffernanj@stgeorge.com.au


 
 

St.George Bank Data Snapshot – 8 December 2010 3

St.George Contact Listing 
 

 

 

 

Economics & Strategy:    
    
Chief Economist Besa Deda dedab@stgeorge.com.au (02) 9320 5854 
    
Senior Economist Kate King kingk@stgeorge.com.au  (02) 9320 5892 
    
Senior Economist Josephine Heffernan heffernanj@stgeorge.com.au (02) 9320 5751 
    
Market Economist Amanda Tan tanam@stgeorge.com.au (02) 9320 5816 
    

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