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Summary

• Home lending growth has slowed 

considerably in March and the first 

quarter of 2022, in line with easing 

housing market activity.

• The moderation is sharp compared 

to the previous year, but loan 

commitment growth is above levels 

seen in March between 2014 and 2020.  

• A range of factors are slowing credit 

growth including regulators, the Credit 

Contracts and Consumer Finance Act, 

reduced housing market turnover, 

less tolerance for risk across banks 

and buyer caution. Double-digit credit 

growth is not sustainable.  

• Non-banks continue to increase their 

market share of home lending.  

• Bluestone’s property cycle indicator is 

showing considerable weakness across 

the property market.  Many regions 

have gone from strength to weakness 

and skipped the fading strength phase 

of the cycle.

• With the housing market entering 

a weaker phase, this will likely be 

reflected in lending growth over 

coming months.  

• Conditions are ripe for borrowers to 

consolidate their debt positions over 

the coming 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) through the various 

stages, combining both levels and changes in 

activity (full details in appendix). 

Moving towards a tough market

Regions are showing signs of moving 

from fading strength to a tough 

market.  While many regions are 

still reporting good activity levels, an 

easing and weakness is emerging from 

changes in activity.
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Figure 2: Housing Composite Indicator

Figure 1: Stage in the cycle - by region

3.00

-3.00

2.00

-2.00

-1.00

0.00

L
e
v
e
l 
o
f 
a
c
ti
v
it
y

Change in activity

-3.00 3.00-2.00 2.00

Tough Market

Fading strength

Signs of building 
momentum

Very strong

1.00-1.00

1.00

00

AKLD

BOP

HB

CAN

MAN

NZ

NLD

OTG

SLD

TAR

TNM

WAI

WLG

GIS

g 

g

Bluestone’s housing composite indicator 

(figure 2), which includes both levels and 

changes in activity, is showing weakness in 

the March quarter.  Auckland is at the weaker 

end, and conversely, Taranaki is showing more 

resilience. Five regions (Auckland, Gisborne, 

Manawatu, Southland, Wellington) are in 

the tough market phase along with NZ in 

aggregate (figure 1).
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Home lending

Total housing lending stood at $336 
billion at March 2022

Home lending (drawdowns, repayments etc.) 

grew by $1.6 billion in the month of March 

(0.5%), which matches growth seen in March 

2018 and March 2019 (pre Covid). Annual 

growth continues to ease, from a peak of 12% 

growth in the year to July 2021, to 8.7% in the 

year ended March 2022. 

Lending growth continues to ease

Home lending rose 1.4% in the March quarter 

which represents an annualised growth rate 

of just below 6%.    

Lending growth in the March 2022 quarter 

was $4.7 billion, approximately half the $9.3 

billion rise seen in the March quarter of 2021. 

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  

September 2021

327.1

Drawdowns 19.6

Interest charged 2.5

Scheduled repayments 4.9

Repayments in full 9.5

Other repayments 3.6

Other adjustments 0.2

Lending as at end December 2021 331.4
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Table 3:  
Business lending

$ billion

Banks Non-bank

March 2020 109.6 6.9

March 2021 118.1 7.7

Annual % rise   7.7% 12.9%
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Non-bank share rising

Non-bank lending institutions share of home 

lending continues to rise, albeit off a low base.  

Non-banks accounted for 1.6% of the total 

home lending market in March 2022, up from 

1.2% a year ago, and their share has been slowly 

inching higher since 2016. 

Non-bank lenders wrote 10.1% ($473 million) 

of the net rise in home lending in the March 

quarter.  They have gone from writing less than 

2% of new home loans each month a year ago 

to more than 10% in the month of March 2022.

The stock of non-bank home lending has risen 

44.7% in the past year (table 2). 

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

Source: RBNZ 

Source: RBNZ 

Table 2:  
Home lending

$ billion

Banks Non-bank

March 2020 305.0 3.8

March 2021 330.2 5.5

Annual % rise 8.2% 44.7%

Monthly and quarterly flows tell a 
stronger story

A similar story is apparent in business 

lending. While non-bank lending institutions 

represent a modest component of business 

lending at around 6%, 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

Housing turnover is a key driver of new loan 

commitment trends and this has moderated, 

resulting in less loan demand. While housing 

turnover and loan growth accelerated in March 

2022 in line with the normal seasonal pattern, 

housing turnover was down 28.6% compared 

to March 2021. 

New monthly mortgage commitments were 

$7.3 billion in March 2022, up from February 

($5.7 billion) but notably down on March 2021 

($10.5 billion). New commitments have now 

fallen below levels seen in 2021 for the past 

seven months (figure 6). There were $3.2 

billion fewer loan commitments in March 2022 

relative to March 2021 and while this is a large 

drop, March 2022 lending levels still exceeded 

other March lending months between 2014-

2020. 

Changes in the composition of home 
loans

The new loan commitment value in March 

2022 was still 17.7% higher than March 2020. 

But according to the Reserve Bank, the 

number of new commitments dropped 18.6% 

compared with two years ago, while the 

average loan size increased by 44.5%.

Source: RBNZ
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Figure 5: New loan commitments versus residential property sales

Figure 6: New loan commitments
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New loans declining compared with March 2021

Owner occupiers accounted for $4.7 billion (64.7%) of new commitments in March 2022, up from 

$3.6 billion in February. New commitments to investors were $1.3 billion in March 2022, up from $1.1 

billion in the month prior. First home buyer commitments rose to $1.2 billion from $1.0 billion as 

seasonal factors influenced demand. All segments showed a large decline compared with March 

2021; first home buyers (-$0.6 billion), owner occupiers (-$1.6 billion) and investors (-$1.0 billion). 

Decline in first home buyer loans 

The share of new loan commitments to first home buyers in the month of March was 16.5%, the 

smallest proportion since February 2021, though still above the 7-year average.  

The March quarter saw a decline in the share of loan commitments being drawn by first home 

buyers. Investor activity remains below average, but other owner occupier share was well above 

the average since 2014.

Table 4: Share of new loan commitments %

First home 
buyer

Other owner 
occupier Investor

Average since 2014 15.1 59.9 23.9

March 2020 18.4 59.3 21.3

March 2021 16.9 59.9 22.2

January 2022 17.6 64.0 17.4

February 2022 16.7 63.7 18.5

March 2022 16.5 64.7 17.6

Table 5: Loan-to-value ratio of new lending

Above 80% Below 80%

Average since 2014 8.4 91.6

March 2020 10.1 89.9

March 2021 8.0 92.0

January 2022 5.6 94.4

February 2022 5.5 94.5

March 2022 5.1 94.9

Source: RBNZ 

Source: RBNZ 
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Decline in high LVR lending

The past months have seen a decline in 

lending at a loan-to-value ratio (LVR) greater 

than 80%. New lending share above 80% LVR 

has eased to 5.1%. Commitments with a LVR 

below 80% accounted for 94.9% of new loans.  

Principal and interest strongly favoured

More than 74% of new loan commitment was 

on principal and interest terms. Interest only 

loans feature more for investors and accounted 

for 39% of new investor loan commitments. 

Around $270 billion of lending is principal and 

interest, 81% of all lending.  

Around half of all home lending due to 
reprice in the coming year

Fixed lending accounts for around 88% of 

residential mortgage lending. This means a 

high proportion of loans do not immediately 

see the impact of movements in the Official 

Cash Rate (OCR), but they will as mortgage 

terms expire. Fixed interest rates have moved 

up faster than the OCR. Around $113.7 billion 

of owner occupier lending is due to reprice in 

the coming year and around $46.8 billion of 

residential investor loans. This is around half of 

all home lending.    
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SPECIAL FEATURE

Borrowing consolidation

Conditions are ripe for borrowing consolidation, which we 

are already seeing as credit conditions tighten from both a 

demand and supply perspective.  

The Reserve Bank is having an impact on this, with the 

imposition of loan-to-value ratio restrictions and possibly 

debt serviceability constraints, which some banks are 

applying anyway. Banks are shifting debt serviceability test 

rates higher and restraining borrowing capability. They 

have also shifted their risk tolerance, which falling house 

prices will magnify. Rising inflation is reducing household 

purchasing power.

The housing market has slowed as interest rates have risen, 

naturally curbing loan growth.  

The Credit Contracts and Consumer Finance Act (CCCFA) 

has received considerable attention for penalising some 

borrowers. Some criticism is warranted but let’s not lose 

sight of the bigger picture; recent trends in borrowing 

growth were not sustainable.

10
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Home lending outstripping income growth by almost       
2 to 1

Home lending has risen $54.3 billion, or 19.3% in the past two 

years, outstripping income growth by close to 2 to 1. In contrast, 

personal consumer lending has shrunk.  

Households have around $350 billion of debt, around the same 

size as the entire economy and close to 170% of disposable 

income. Those figures are high relative to other countries in 

the Organisation for Economic Co-operation and Development 

(OECD).

While the ratio of interest payments to disposable income is 

currently low (around 6%) and many people have no debt, this 

is expected to climb rapidly if market expectations for the OCR 

transpire. 

Home lending growth averaged 2% per year from 2010 to 2012. 

That period followed the global financial crisis which may seem 

like an extreme example, but it serves to highlight how major 

shifts in borrowing behaviour can occur, particularly following 

debt splurges, which occurred between 2005 and 2008. Home 

lending growth is also suppressed by falling house prices, 

which is now occurring.

Figure 7: Home lending growth (annual % change)
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Two-year ahead inflation expectations in New 
Zealand sit at 3.3%, which is disappointing 
for the Reserve Bank, who have a 1-3% policy 
band target range.  Having inflation outside 
the bank range on the occasional year is ok, 
but not for the current year and with 
expectations of another two.  This 
explains the tough inflation-fighting 
language from central banks.

Insight corner – did you know?
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Figure 8: Inflation expectations - two years ahead (%)

Source: RBNZ

Inflation is the top household concern 
according to the IPSOS issue monitor, 
knocking housing off pole position. 
With wage inflation growing around 
3% and inflation almost 7%, the net 
result is negative 4%, and this reduces 
disposable income.   

The past two years has seen a major shift in 
the composition of bank deposits. The split 
of bank deposits used to be roughly 25% 
held in transaction accounts, 25% in savings 

accounts, and 50% in term 
deposits.  The split is now broadly 
30,30,40.  This mix has helped 
keep bank funding costs low.      

There are two schools of thought 
on forthcoming migration trends 
in New Zealand. The first is that a 
flood of people want to enter. The 
second is that a bow-wave want to 
leave, either to travel or work elsewhere. The 
latest migration figures show a net exodus of 
7,300 in the past year.

Here is some housing maths…There are around 2.6 people per house. At previously 
experienced population growth of 90,000 (including 60,000 from net migration) and an 
allowance for depreciation on the housing stock, you need to be building around 40,000-
45,000 units per year. At current population growth of 22,500 you need around 15,000-
18,000 units versus current consent issuance of 50,000. That is the flow. At that rate, 
the housing shortage is being eroded quickly. The attrition rate on those consents could be high 
though given the 18% rise in construction costs (i.e. many do not get built).   

The most often quoted statistic 
on the labour market is the 
unemployment rate which sits at 
3.2%, one of the lowest around the 
globe. The unemployment rate 

for full-time employees is even lower at 2%.  
Meanwhile, we have 350,000 on a benefit, 
which is 11% of the working age population.

Bank non-performing loans are 
0.4% of total lending and 0.3% for 
housing. Higher interest rates are 
likely to see this rise, but it is from a 
position of extreme strength.
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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, then it was booming strength 

in 2020 and 2021 (with a pause in the 

September 2021 lockdown), but hit a brick 

wall in 20222.   

2 Estimates for other regions across New Zealand are also derived quarterly.
13
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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 9: Auckland from 2019
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