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Summary

• Home lending growth continues 

to relax, driven by easing housing 

turnover and regulatory shifts.

• While the finger is being pointed at 

regulators and the Credit Contracts and 

Consumer Finance Act, it’s unreasonable 

to expect credit growth to continually 

exceed income growth, particularly in 

a rising interest rate environment. 

• Non-banks are lifting their market 

share of new loan commitments. 

• Bluestone’s property cycle indicator 

is showing regions moving from 

strength to moderation. 

• Moderating housing activity flags the 

same for lending growth given the 

historical relationship. 

• Inflation pressure is rising and will 

take some taming. Inflation is not 

growth friendly.

• Household net worth is estimated 

to have risen to $2.492 trillion in 

September 2021, a rise of almost 

$500 billion in a year.
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Bluestone property 
indicator

Property market activity is a key driver of new 

commitment lending activity. The property 

market goes through a counter clockwise 

cycle, ranging from very strong, to moderation, 

to a tough market and recovery. The Bluestone 

property indicator tracks New Zealand (NZ) 

and its regions through the various stages. It 

combines both levels and changes in activity 

(full details in appendix). 

Moving from strength  
to moderation

Regions are showing signs of going from 

strength to moderation (moving counter 

clockwise from right to left). While many 

regions remain in the strong phase of the 

cycle, particularly when looking at levels 

(i.e. low median days to sell), moderation 

is emerging from changes in activity.
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Figure 2: Housing Composite Indicator

Figure 1: Stage in the cycle - by region

Bluestone’s housing 

composite indicator  

(figure 2) showed a bounce 

back in the December 

quarter, largely driven by 

Auckland emerging from 

lockdown. Looking at more 

timely monthly figures 

shows a moderating trend. 
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Home lending

Total housing lending stood at $331 
billion at December 2021.

Home lending (net of drawdowns, repayments 

etc) rose by $2.2 billion in the month of 

December (0.7%), which outside of the 

lockdown curb in lending in August 2021, 

is the lowest monthly rise in lending since 

August 2020. Annual growth decreased from 

11% in November to 10.5% in December. 

Lending growth is easing

Annual growth of 10.5% remains brisk, 

though more timely measures such as the 

annualised monthly movement (twelve 

times 0.7%) or the annualised quarterly 

rise (four times 2.2%) show lending growth 

easing below a double-digit rate.

Lending growth in the December 2021 quarter 

was $7.1 billion, well down on the $9.4 billion 

rise seen in the December quarter of 2020. 

Figure 3: Home lending

Source: RBNZ 

1 Coverage is registered banks

Source: RBNZ 

The stock of residential mortgage lending 

reflects a combination of drawdowns, 

interest charges and repayments, 

including scheduled and repayment in 

full (Table 1).
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Table 1: How lending changes $ billion1

Opening home lending  

October 2021

320.3

Drawdowns 26.3

Interest charged 2.4

Scheduled repayments 4.9

Repayments in full 12.9

Other repayments 4.4

Other adjustments 0.3

Lending as at end December 2021 327.1
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Non-bank share rising

Tougher regulatory hurdles and diminished 

risk appetites are seeing borrowers turn more 

to non-bank lenders, particularly for deals that 

require additional effort and thinking or sit a 

little bit outside of the rigid box being applied 

by banks at present. 

Non-bank lending institutions accounted 

for 1.5% of the total home lending market in 

December 2021, up slightly from 1.2% a year 

ago and 1.4% on September 2021. Non-bank 

lenders’ share has been slowly inching higher 

since 2016 when it was around 0.7%.

The overall market share or stock numbers 

mask a more telling trend. Non-bank lenders 

accounted for 6.5% ($467 million) of the net rise 

in home lending in the December 2021 quarter. 

Non-bank lenders have gone from writing less 

than 2% of new home loans each quarter a year 

ago to more than 6% in December 2021.

Figure 4: Non-Bank share of the monthly rise in home lending (%)

Source: RBNZ 

Source: RBNZ 

A key feature of the 

increase has been a 

consistent pattern 

of gains rather than 

jumps from month 

to month that 

could signal one-off 

projects.

Table 2:  
Business lending

$ billion

Banks Non-bank

December 2020 109.3 6.7

December 2021 115.7 7.5

Annual % rise 5.8% 11.6%

Non-bank business lending up

A similar story is apparent in business 

lending. While non-bank lending 

institutions represent a small component of 

business lending, lending growth is faster 

which has seen non-bank lenders’ share rise 

from 5.8% to 6.1% in the past year.
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New lending – the numbers and characteristics

New loan commitment trends continue to be 

driven by housing turnover with housing sales 

and turnover moderating in recent months 

and loan commitments following suit.

New monthly mortgage commitments were 

$7.9 billion in December 2021, down on the 

prior month of $9.1 billion. New commitments 

fell below levels seen in 2020 for the last four 

months of 2021. There were $1.7 billion fewer 

new loan commitments in December 2021 

relative to December 2020.

Owner occupiers accounted for $4.95 billion 

(63%) of new commitments, down from $5.7 

billion in November 2021. 

New commitments to investors were $1.3 

billion in December 2021, down from $2.5 

billion in December 2020. First home buyer 

commitments eased to $1.6 billion from $1.7 

billion in November 2021 and $1.7 billion a 

year ago.

Source: RBNZ

While down in dollar value, the share of 

new loan commitments to first home 

buyers (19.75%) was the highest seen since 

August 2020, and first home buyers’ share 

rose over the final three months of 2021.
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Figure 5: New loan commitments versus residential property sales

Figure 6: New loan commitments
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The December quarter saw a decline of new loan commitments being drawn by investors, and 

well below the average since 2014. Conversely, first home buyers and other owner occupier shares 

are well above the average since 2014.

Table 3: Share of new loan commitments %

First home 
buyer

Other owner 
occupier Investor

Average since 2014 15.0 59.8 24.1

December 2019 18.5 60.8 19.9

December 2020 17.5 56.3 25.4

October 2021 18.9 63.2 17.0

November 2021 19.1 62.9 16.9

December 2021 19.8 62.6 16.6

Table 4: Loan-to-value ratio of new lending

Above 
80%

Below 
80%

Average since 2014 8.5 91.6

December 2019 11.1 88.9

December 2020 9.2 90.8

October 2021 10.3 89.7

November 2021 9.1 90.9

December 2021 8.4 91.6

Source: RBNZ 

Source: RBNZ 
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Majority of new loans with less than 
80% LVR

Commitments with a loan-to-value ratio 

(LVR) below 80% accounted for 91.6% of new 

loans, and 8.4% had a LVR greater than 80%. 

Interest-only lending steadily declining

More than 75% of new lending was on 

principal and interest terms. The share 

of lending that is interest only has been 

declining steadily from 40% in 2015.

More than 80% of existing lending (the 

stock of $265 billion) is principal and interest. 

This trend has been rising.

More than half fixed rate residential 
lending due to reprice

Fixed lending accounts for around 89% of 

residential mortgage lending. Around $119 

billion of owner occupier fixed rate lending 

is due to reprice in the coming year and 

around $49 billion of residential investor 

property loans. Collectively, that is around 

$170 billion, or just over half of all residential 

mortgage lending.
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Credit conditions

In our last update, the Reserve Bank of New 

Zealand (RBNZ) six monthly Credit Conditions 

Survey reported strong credit demand for the 

six months up to September 2021, but loan 

demand was expected to ease. This was due to 

a combination of tighter lending regulations, 

economic challenges, higher interest rates and 

credit availability tightening (Table 5).

CCCFA legislation not entirely to blame

The finger is being pointed increasingly at 

the Credit Contracts and Consumer Finance 

Act (CCCFA). Some criticism is warranted - 

the legislation needs to be modified.

However, pointing the finger at the CCCFA 

and a tighter credit environment overlooks the 

need for people to borrow so much in the first 

place, namely a housing market that trades at 

eleven times earnings or around eight times 

household income.

Current borrowing trajectory not 

sustainable

Housing credit growth of just under 11 per cent 

in a year is not normal. Housing debt has risen 

$31.5 billion in the past year at an average of 

$2.6 billion a month. That sort of borrowing 

trajectory is not sustainable, amidst 5-6 percent 

income growth, and rising interest rates.

Assuming home borrowing converges to 

income growth of 5-6 percent over the coming 

years, home loan growth should be around  

$17-20 billion or $1.6 billion per month.

Table 5: Credit conditions – residential mortgages. RBNZ Credit Conditions Survey2

2 A strong positive number indicates strong demand and availability. Numbers are scaled from 100 to minus 100.

Loan demand – 
observed change over 

past 6 months

Loan demand expected 
change coming six 

months

Credit availability 
expected change next 

six months

September 2020 33.9 -0.4 -0.6

March 2021 68.0 1.3 8.2

September 2021 20.6 -11.8 -23.1
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Figure 7: Monthly change in net home lending
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SPECIAL FEATURE

Why inflation could take some 
taming

The headline inflation rate has risen to 5.9% and looks set to 

rise further in the March quarter of 2022. Inflation is a thief 

that steals people’s money and dilutes spending power. The 

Reserve Bank is tasked with keeping inflation around 2% 

but achieving that might not be easy over the coming years.

Some inflationary pressure is beyond the Reserve Bank’s 

control. They have no influence over Covid related 

disruptions to international supply chains or movements 

in international oil prices. Petrol prices are up more 30% on 

a year ago and tradable (imported) inflation has risen 6.9% 

in the past year. The hope is that Covid related disruptions 

dissipate over the coming years.

Of real concern is the inflationary pulse coming from non-

tradable or domestic inflation. This reflects how domestic 

demand is affecting consumer prices.

Non-tradable inflation has risen 5.3% in the past year, the 

largest rise since 1990, reflecting strong or should we say 

excessive, domestic demand. Inflation excluding petrol is 

up 5%. Various core inflation measures such as the Reserve 

Bank’s sectoral factor model are steadily rising, hitting 3.2%. 

Housing and household utilities inflation is up 7.6%.

This is inflation the Reserve Bank more directly influences 

via monetary conditions and the Official Cash Rate and 

taming it requires domestic demand to ease. Lifting interest 

rates is not growth friendly but required if inflationary 

pressure is to lessen.

The Reserve Bank has the tools to do this, and current 

market expectations are the Official Cash Rate is headed 

towards 2.75%, a further increase of 200 basis points.
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Various factors could add persistence to inflation over the coming 

decade. They include:

• the inflationary costs of climate change

•  prospects for permanent worker shortages as the  

population ages

•  continued pressure for governments to expand the social  

safety net and spend more

• a push-back against globalisation

•  demographics and the baby boomers starting to spend.

This combination could make achieving inflation around 2% on 

average difficult.

Figure 8: inflation measures (annual % change)

Source: RBNZ
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Insight corner – did you know?

Household net worth is estimated 
to have risen to $2.492 trillion in 
September 2021, a rise of almost 
$500 billion in a year and around 

$700 billion in two years.

Statistics New Zealand data reports 
household loans of $267 billion against 

assets of $2.759 trillion. Households 
have lots of mortgage and consumer 
debt but also considerable assets.

There are projected to be nearly 
2.3 million households in New 
Zealand by 2043, a rise of around 
0.5 million from 1.8 million in 2018. 

Family households are projected to grow 
from 1.3 million to 1.7 million.

A positive aspect of national lockdowns has been increases in household saving.  
The household savings ratio was 7.5% in the September 2021 quarter as households 
saved $3.85 billion in the quarter.

There were 48,899 new homes 
consented in the year ended 
November 2021. Auckland led with 

more than 20,000 new homes consented 
over the year, driven by multi- unit homes 
such as townhouses, apartments, and flats.

The latest OECD Economic Survey for New 
Zealand notes that New Zealand house 
prices have increased more relative to 
fundamentals – household income and 
rents – than in most other OECD countries. 
They note that even if nominal house 
prices were to remain at their 
current level (i.e. not grow at all), 
it would take eight years for the 
median price-to- income ratio to 
return to the pre-COVID level.

Auckland’s population is estimated to 
have shrunk in the past twelve months. 
The population was boosted by a natural 
increase of 12,900 but 
suffered a net migration loss 
of 14,200, largely internal 
migration into other regions. 
Auckland is estimated to 
have lost almost 36,000 
people into other regions in the past 3 
years, equivalent to the entire population of 
Gisborne.
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Figure 9: Household estimated net worth $ billion

Source: Statistics NZ
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Appendix

How is the Bluestone property cycle 

indicator calculated?

The Bluestone property cycle indicator is 

derived using six gauges from the Real Estate 

Institute of New Zealand (REINZ).

REINZ figures are derived from when a sale 

is unconditional, as opposed to when the 

house changes hands which can be weeks or 

months later. REINZ data is a timely measure 

of housing activity.

The indicator includes:

• the REINZ house price index

• the median sales price

• the average sales price

• median days to sell

• volumes of sale

• the ratio of the sales to list price. 

We include a combination of barometers 

that capture a broad range of information. 

Specific indicators can be skewed by 

market composition changes (e.g., a large 

composition of high-end housing sales).

Indicator relative to historical averages

The indicator looks at both level and change 

relative to historical averages. For example, 

an increase in the median days to sell may 

represent a softening in the market, if the 

median days to sell is still below historical 

averages that may not be the case. In that 

instance the market is moderating from 

strength as opposed to outright softening.

Each series is derived from looking at both 

the level and the quarterly change and then 

aggregated to form the composite measure. 

It is expressed as a standard deviation from 

average so a number towards three is a 

representation of three standard deviations 

from average (exceptional strength) and 

minus three exceptional weakness.

An example of evolution over time

We can present both the latest spot 

estimates for each region, but also how 

regions are evolving over time such as 

Auckland below. This shows how Auckland 

has evolved since 2019. Momentum started 

to build over 2019 before Covid hit, and it was 

booming in 2020 and 2021.
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Change in activity
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Disclaimer: Bluestone home loans are serviced by Bluestone Servicing NZ Limited (FSP 181924) on behalf of the credit provider 
NZGT Custodians (Bluestone) Limited (FSP 40011). The information in this publication is given in good faith, believed to be 
accurate at the time of publication and subject to change at any time.

This information has been prepared on a strictly confidential basis and may neither be reproduced in whole nor in part, nor 
may any of its contents be divulged to any third party without the prior written consent of Bluestone. This information is not 
intended to create legal relations and is not binding on Bluestone under any circumstances whatsoever. 

No responsibility or liability whatsoever (in negligence or otherwise) is accepted by any person for any errors, misstatements or 
omissions in this information or any other information or materials. Without prejudice to the foregoing, neither Bluestone, nor 
any of its associates, directors, officers, employees nor any other person shall be liable for any loss or damage (whether direct, 
indirect or consequential) suffered by any person as a result of relying on any statement in or omission from this information. 
Nothing in this information should be construed as legal, financial, accounting, tax or other advice. 

Figure 10: Auckland from late 2018
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