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RBNZ survey reinforces shifting credit trends 

• Credit demand continues to firm overall, but limited appetite for capex funding suggests caution still abounds.  

• Sectoral differences becoming more apparent in credit availability metrics. 

• Banks report strong appetite for corporate and agricultural lending. By contrast, the credit cycle in all things 
property appears to be in the twilight phase. 

 

The latest edition of the RBNZ’s six-monthly credit conditions survey didn’t produce any flashing red lights when it 

comes to its indicators of credit availability – something other surveys suggest is getting problematic. Credit demand is 

firming and credit availability – in aggregate – is ok. But there are a couple of watch outs that matched some of the 

trends we flagged in Full Credit. First, at least part of the upturn in corporate credit demand is related, not to capex, 

but to increased working capital and liquidity requirements, themselves associated with difficulties with inventory and 

supply chain management. Second, sectoral disparities are widening. The survey reports bank appetite for agricultural 

and corporate credit is rising, and is up around multi-year highs. By contrast, the credit cycle in all things property 

(commercial, residential, and consumer) appears to be in the twilight phase.  

 

As the disruption and difficulties facing NZ businesses from COVID restrictions drag on, the availability of credit is 

becoming an important theme to keep an eye on. The cost of credit is now clearly rising and will continue to do so as 

the RBNZ normalises interest rates. But if this is accompanied by a crimping in credit supply it would amplify the 

headwinds facing the recovery.   

In our newly-minted Full Credit publication, we 

argued demand for credit was strengthening and 

broadening as the economy started to find its feet 

again. But there were some question marks about 

availability. Banks generally expected availability to 

increase, but businesses didn’t necessarily share 

this optimism. In the least, there were signs of 

increased differentiation of borrowers across 

sectors and risk grades.  

The RBNZ’s six-monthly Credit Conditions survey 

provides a useful cross-check on these broader 

credit trends. It’s a survey of twelve NZ banks, with 

the latest iteration completed in September. The 

aggregate indicators charted in this note are 

compiled from bank responses to the RBNZ survey. We also draw from the RBNZ’s accompanying commentary. 

https://www.asb.co.nz/content/dam/asb/documents/reports/corporate-hedging-toolbox/corporate-hedging-toolbox-september-2021.pdf
https://www.asb.co.nz/content/dam/asb/documents/reports/corporate-hedging-toolbox/corporate-hedging-toolbox-september-2021.pdf
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Credit demand to remain firm, particularly from agriculture, corporate sectors 
Banks see demand for credit holding firm over the coming six months. This is particularly so for agricultural and 

corporate/institutional borrowers (chart above). 

On the agriculture side, returning confidence, low interest rates, and high commodity prices are expected to drive 

demand out of the dairy and kiwifruit sectors in particular.  

For the corporate (annual turnover >$50m) and SME sectors (<$50m turnover), the credit story is a little more 

nuanced. Demand for capex funding remains subdued, as firms await more certainty on the COVID front. By contrast, 

requests for working capital and liquidity facilities are rising and are expected to continue to do so, as firms work 

through inventory issues arising from supply disruptions and shipping delays.  

Loan demand from the consumer and residential 

mortgage sectors are expected to cool over the coming six 

months. We’d be surprised if it didn’t. Mortgage debt has 

been on a tear over the past 12 months but we’re now, 

finally, seeing reliable signs that housing demand is 

coming off the boil amid higher mortgage interest rates 

and tightening lending restrictions.  

Should all of these trends pan out along the lines expected 

in the survey, it would deliver a welcome rebalancing to 

the lop-sided nature of credit growth since COVID first 

appeared on our shores. The stock of housing lending has 

boomed by around $44b since February 2020 (chart 

opposite), while business lending is still below where it 

was prior to COVID’s arrival. 

Credit availability to pick up, but sectoral differentiation increasing 
Not only do banks anticipate an easing in property-related lending demand, but this is expected to be matched by a 

pull-back in credit supply to the sector. Indices tracking the expected change in credit availability over the coming 6 

months took a dive for the commercial property, 

residential property, and consumer sectors (chart 

opposite). 

On the commercial property side, the RBNZ reported that 

banks expect to continue to take a cautious approach to 

hospitality, tourism, smaller retailers, and lower-grade 

office assets in particular.  

Outside of the property/consumer sectors, credit 

availability is expected to increase, and particularly so for 

the corporate and agricultural sectors.  

This is encouraging, and should be supportive of the 

economic upturn. But it’s tempered to some degree by: 

(a) the fact the extra credit availability reportedly partly 

relates to credit support (working capital etc.) related to the current Delta outbreak; and (b) credit allocation is 

becoming noticeably sector specific, largely according to COVID exposures. 

Also worth highlighting, as we did in Full Credit, is the fact banks are increasingly targeting sustainable lending to 

corporates, as scrutiny over firms’ alignment to ESG principles continues to ramp up.  
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Finally, it’s worth noting that businesses themselves still 

don’t share the same degree of optimism with respect 

to credit availability. The ‘ease of credit’ indices from 

the ANZ business outlook survey, for example, are 

plumbing close to the lowest levels in the history of the 

survey (chart opposite).  

Crosswinds affecting credit availability  

So where’s the extra expected credit availability coming 

from? The big increase this quarter was from a 

loosening in balance sheet constraints (grey line in 

chart below). As we noted in Full Credit, banks indeed 

appear to be in a well-funded position thanks to an 

influx of retail funding through COVID, as well as a 

strong return to wholesale debt markets recently. 

There was also a further slight loosening in perceptions 

of banks’ risk tolerances in the latest survey. 

On the flipside, “regulatory changes” have returned to 

being the most restrictive factor in credit availability 

according to banks surveyed. This is no doubt at least 

partly related to the higher bank capital requirements 

due to kick in mid next year.  

 
 
 
 
 
 
 

 

ASB Economics & Research  Phone 
Chief Economist Nick Tuffley   nick.tuffley@asb.co.nz  (649) 301 5659 
Senior Economist Jane Turner Jane.turner@asb.co.nz (649) 301 5957 

Senior Economist Mark Smith mark.smith4@asb.co.nz (649) 301 5657 
Senior Economist Mike Jones mike.jones@asb.co.nz (649) 301 5661 
Senior Economist, Wealth Chris Tennent-Brown chris.tennent-brown@asb.co.nz  (649) 301 5915 

Economist Nat Keall nathaniel.keall@asb.co.nz (649) 301 5720 
 
www.asb.co.nz/economics 

   

@ASBMarkets 

 

Disclaimer 

This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or 
needs. Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard 
to your objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   

We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based 
on the information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as 
to accuracy, reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this 
document are subject to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed 
elsewhere by ASB Bank Limited. We are under no obligation to, and do not, update or keep current the information contained in this document. 
Neither ASB nor any person involved in the preparation of this document accepts any liability for any loss or damage arising out of the use of all or 
any part of this document.   

Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are subject to 
contingencies and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant 
that any of these valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.   
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