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N
@ Governor

Deputy Govern

HOUSING

Treasury?s Mr Freney 'phoned at 11.30 to discuss
revisions to the Traaﬁuryfﬂank paper on housing, The revised
paper was to go to the Treasurer at lunch-time.

Most of the changes were of a minor character; I
agreed that they be accepted. We initially disagreed over the
rewording of an existing paragraph, which we thought looked a
bit too rosy, but which Treasury wanted to keep in:

"Indications are that in most areas both
private and government commencements have
bottomed out. However, local government
approvals for dwellings have not yet begun

an upward trend; an increase in commencements
may occur during the June quarter."

Eventually, we agreed to replace that paragraph by:

"There are signs that the decline in local
government approvals for private dwellings

is bottoming out although an upward trend

has not vet emerged. Commencements will lag
but the decline could be arrested in the June
quarter.”

The revised paper was to be typed out in Treasury;
g copy will come to us on Monday.

Research Department
7 April 1978

DHStammerfnu

cc. Mr Brady, BFD
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CONFIDENTIAL

The Treasurar
INFORMATION FAPER OH HOUSING

As forechadowed, attached is n joint Treasury/lLicsorve
Bank popor on housing finance and activity. Suijoect
to your concurrence we will submit 1t to Thi k:.--'. inet
Sacrotarigt for distribution to the members ol WNe
Monatary Policy Committoe as an information paped.

You will probably also wish fto send a copy to Nr Uroom
and & cover lettor 1s attached for that purpose.

You have rocently had briefing on the wore policy-
ordonted zespects of this subjec: naty the iten nppodIs
ocn the Agendn we shall resul: the inn pointe as an
apide-mezoire for amy discussica that 1t nriso.

C.. Bva
Firat Assisticont Secrotary
21 Mar 1978

LOopyY TOo3

The Secretary
Mr Stone

Mr Daniel

Mr Prowse

Mr ATEY

i

.
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HOUSING FINANCE AND ACTIVITY - INFORMATION PAPER

RECENT TRERDS

rivate dwelling activity expanded strongly over 1976 but eased
in the First half of 1977. This was primarlly as a result of a
surplus of unsold new dwellings carried over in aomec statez from
the high volume ol speculative bullding which had run well ahead
of underlying demand in 1976; there was also a reduction in
finance approvals in the March Quu.tﬂ“i‘ [(Activity data are
shown in Table C.) Both the number and, more markedly, the
value of finance approvals increased in the second half of 1977
but this has not yet translated into stronger activity. In fact
compencements of new dwellinga fell in each quarter of 1977 and
completions have fallen in each of tha last three quarters
Hore details on recent trends follow.

The value of housing loan approvals by major lenders (table A)
reached an all-time high in the Septesber quarter of 1977, aflter
récovering from a low level in the March quarter. Permanent
bullding soclety approvals were vary strong in the September
quarter then fell away in the December quarter: this largsely
raflected a reduction in the flow of funds to Queensland
accietiea following a failure of confidence in aocieties in that

In January/February, approvals of Savings Banks were about
the same as the December quarter average; approvals by
permanent building societles were above the December guarter
average but well below the peak reached in hhe September
quarter. In recent times, loans outstanding for housing
have risen more rapidly than many other financial aggregates.
dwellinga fell slightly in the second nhalf of 16 This

new/total ratioc has bean runhing a good deal be lavels of

earlier years (a decline from around 46 per cent in 19683-67 to

around 30 per cent in the last few years). The relative

importanasa of funds flowing to new, 83 oppozed to existing

housing, while of szome importance in asseaszing the ahort-term

impact of finance on activity, can be eaally exaggerated unless

due consideration is gi of

the housing stock

aticn., With the

Yen to the adaguacy 4
for the nﬁeée—ﬂﬂé—ihu—ﬂvaﬂ&h—rntﬂ-nf the popu

¥ =
LA
large post-war ;:pznx.nn in thh of houszes,

glteraticns and

part because of

uncertainties ab ¢ final cost of t?ﬂutn-**_-
also Uc nmtnj tr finano ! = rohaae of exi:
flows t Lo irchases when vendors
purchases ”L*u |1ﬂ Plh zaeds.
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HOUSING FINAMCE AND ACTIVITY - INFORMATION

RECENT TRENDS

Private dwelling activity expanded atrongly owver 197& h-' nu:cﬂ
in the Ffirst half of 1977. This was primarilly as a a
surplus of unscld new dwellings carried over in some states ‘ﬂP"
the high volume of speculative building which had

f underlying demand im 1976; there was also a r

finance approvals in the March Quarhﬂ“ll~ Entt;v1bj
shown in Table C.) Both the number and, more mark
value of finance approvals increased in the Su:nnd ha:f
but this has not yet translated into stronger activity.
commancementa of new dwellinga fell in each quarter of 1977 and
completions have fallen in each of the last three quarters.
More details on recent trends follow.

The value of housing loan approvala by major lenders (table A)
reached an all-time high in the Sepltember quarter of 1977, after
recovering from & low level in the March guarter. Permanent
building society approvals were very astrang in the September
quarter then fell away in the December quarter: this largaly
reflected a reduction in the flow of funds to Queensland
aocietliea following & Pzilure of confidence in societies in that
atate. Savings Bank approvals continued at 2 high level in the
December quarter.  This—eeflects—some—tabing—up—of—toarrs—that
would otherwise have been made- by—permifients; Orficlal
EnonouN A sanant—Por—horsing—tending T w T Eradeat-portfoiio

H /| adijustment following-the—change—to 19 per—cent—prescribed
asset—-ratio.

iz Table A shows, the proportion of finance going into new
dwellings fell slightly in the second half of 1977. This
new/total ratioc has been running a good deal below levels G"
earlier years (a decline from arcund N6 per cent in 1968-69 to
arcund 30 per cent in the last Tew years). The relative
importance of funds floWing to new, as oppozed to existing
housing, while of zome importance in asseasing the ahort=te
impact of finance on aectivibty, can be easlly exaggerated un
due consideration is given to the af

A for the necde—aadthe—gerewtirate-

= large pas LHEP expansion in the

alterations and additions

= i~ Do .l....r‘_ W :tf"‘l
part because of locat iDntL e i
uncertainties aboukt the inal cost :f
also ba pnoted that finance for the
flows through to new house purchases
purchases with sale proceeds.
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The pattern of finance flows deacribed above or the naticonal
totals has been fairly uniform across the states, cobserved
variations in activity trends being due mainly to the different
stock situationa. Thus the fall in private commencements (Table
0} in the first half of 1977, while fairly general, was heaviesi
in Victoria and South Australia, where the stock carry-over [rom
1976 was largest. These atates recorded further falls in the
second hall despite increaszed [inance; prtrntﬂ cgmmencements
also fell in New South Wales, but largely in the 'other' (mal
mpulti-unit) dwelling segment, and in Hnstcrn ﬂuntral;-. whera
excess astocks did not emerge until well inte 1977 following o
lengthy period of unsustainably hi activity. Commencement
Queensland and Tasmanie rose in the second half. Owerall, an
decline in private commencements continued throughout 1977, but
abated markedly in the second half.

Tt
=
E

Governmant commentements, which of couras are unrelated to
private mortgage finance flows, were lower in the second half
than in the first half of 1977; sizable declines were confined
to Victoria and the Northern Territarw

rovals
1ine in local government app
i oming out, although an upward

I’*-:3r|1~'|'-ew-~Errnr;r-'nﬁta will lag but the
June gquarter.

There are sign
for private dwellings is bott

d.
trend has not yet emerge
decline could be arrested in the

==
_____.,-Wmtu.uz.pa about EIE' per cent of new building
work; im the first half of 1977 the proporticn was almost B per
cent. (Estimates including smaller jobs are at least twizce as
Y large.) To some extent this development has reduced the iﬁplﬂt
% on the construction industry ﬁf the deelines in compencement
%,  dwellingg.*KF already noted, more gf“pl“ are :;:.r*y*ﬂ-
“xrrﬂgﬁzﬁa for improved e&ﬂnuﬂﬂdﬂt cn by medifying exlsting
dwellings.

PROSPECT

With axocess stocks ol unacld houses apparently close
worked off in most atates, there should be & more d
connection between housing finance and new building

i 1977 .

Lending by housing finance instituticnz in the
depend heavily on their intake of funds and c
neads Deposit intakes by housing ; |
the overall liquidity
tora to the redcent]

Bt raterexpoctations—an 2ol avant
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The pattern of finance flows deacribed above [or the naticnal
totals has been fairly uniform across the states, observed
variations in activity trends baing due mainly to the {ferent
stoock situationa. Thus the fall in private commencement: (Table
C) in the first half of 1977, while fairly gensral, was h'_'f".'.r'l-'.-.':",
in Viotoria and South Australia, where the stock carry-over [rom
1976 was largest. These states recorded lfurther falls in the
second hall despite increased Cinance; private commencements
also fell in Mew South Wales, but largely in the 'other' (mainly
pulti-unit) dwelling segment, and in Western Australia, where
exocess atocks did not emerge until well inte 1977 following a
lengthy period of unsustainably high activity. Commencements
Queensland and Tasmanie rose in the second half. Owverall, the
decline in private commencements continued throughout 1977, but
abated markedly in the asacond half.

Government commentements, which of couras are unrolated to
private mortgage finance flows, were lowar in the second halfl
than in the first half of 1977; sizable declines were conlined
to Victoria and the Northern Territory.

Indiaati-ame—rrrimt—if--moil apeas bolh-prbyabe—ana—aoreTnmont
LommerrcemETTtr—have—boblonad—aut—However; TOTE] EOVAFTNAAL
approvalas—fop—dwedllugs have not yel. hﬂ.nﬂnﬂﬂ—uﬂﬂﬂrﬂ—fF*ﬂd+——iﬂ
Lo repse—im oA AR AR LS WY — R CU P — e R R e T T 1
I'n 1974, work done on alterations and additions (valued at more
than %$10.000) constituted about 3.5 per cent of new boilding
work: in the first half of 1977 the proportion was almost 8 per
cent. (Estimates ineluding amaller jobs are at least twice as
| large.} To some extent this development has reduced the impact
Hk& on the construction industry of the declines in COmQEnc ETﬂﬁhﬁ ol

duellings "5 already noted, mora people are xn:?'“yxw-

emand for improved accommodation by modifying exlsting
dwellinga.

PROSPECTS

With axecess atocka of unsold houses apparently closs to being
vorked off in most states, there should be a more direct
onnection between housing finance and new building in 1978 than

in 1977

Lending by houaing
uchnd heavily on their
neads. Depozlt intakes by
the overall liqaidlLI ErO
tora to the redsentl
ETETEST ratereXPoTtacIons arL alsg

i |
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Dozmestic seasocnal influences and external acoount
developments will be important determinanta of short-term
movementa in primary liguidity; bevond ,hc June quarter,
a-further expansion Iin primary liquidity seems likely.

Coencerning interest rates, little data are yet avallable
to asszess the effect on funda {lows of the new
reélativities. To J8=Merah, net ralaings of Ser 1u-
Australian Savings Bonds have averaged about &F mi
wesly—taperine—dowr—in—the—more—recent—weeks. .
Has_.t;m-cr-%—}iam_tn._;..:aﬂ’fr-a yield on the Australian
Ea?ingf Hﬁnd

Expectations of falling interest rates could be
encouraging some depositors to awitch funds from housing
finance institutuions (moat of which are at call and/or
carry a variable intereat rate) to fixed *n:cpnﬂ‘
securdities although the aignificance of this effect ia
hard to judge.

The February tax reductions will serve to hoost household
disposable income: =zome part of this will Flow an
depoalts with major housing lendera.

A factor bearing on the lending le

will be the specd at which thay ad sk

prescribed azaset ratio. The rugldjuj of Ll 1 sLr

will be contingent on the need to maintain a satisfactory

level of liquidity, particularly keeping in mind the

seasonal rundown in the current half vear and on their

views about longer-term trends in deposit grouth.

Expasatations about further declines in official interest

rates may also have dprf T . e j i il | Py
\

Lending by the permanent building ie '." {especially,

of courae, in Queensland) will also be luenced by

considerationa of desirable liquid

Housing lendera are well

nesurage housing lending

where the capacity of the bui

Within this general policy it

lenders to determine the eXtent of

thelir own balance sheet positiona and assessment
gituation in thelr owm areas of operations.

Overall, with the seasonal liqu rundown imminent, finance
approvals for buyers seem 1 1y to flatten cut at arocund
the lavel acnieved in &

Mg in the latter hal i | The cutlook for speculs

h.ﬁ- ant irter of ]:_;-‘If:r belore
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i
i

uilding activity has improved with the rundown iIn
of dwellings. Finance companies, which are e major

funds for. builders and developers, appear woell placed G

i 4

L4 ]

[e]
-y

[2]

ct

Cr b {3 [a
5 @ hoer
o

3
o]

v

ce
demand £8¢ this segment of the dwelling construction

0On the basis of %ﬁsﬁuutlaﬁk sugaenbed-above for lending, Fer—home
pupahasers-andfor_apesalabive-building, the docline in dwelling
investment evident in 1977 should be arrested in eesdd 1975 and
there should be a moderate expanaion in resldential conatruction
gativity later in the year.

SUMHMARY

Recent indieators portray & declining sctivity pieture. This is
seen largely as the consequence of the excess stock position
which had built up in 1976 when conatruction rates ran well
ghead of underlying demand. In the latter part of 1977 and Into
1978 lending has been quite strong. Although lending iz likely
to leval out in the liquidity rundown, anticipated fundas [lowa
should be sufficient., in conjunction with the petering out of
the steock adjustment, to prevent -;:}-_'_i:‘u;_l;h:;l‘r_ i.ig:'::'l ine in now
constructicn activity. Subject tojmajor lending instit
recalviag-—nmadequate—iniloi-of-Fande, thore are prospa

moderate 1ift in activity as the year progrésses. U

the bulk of new finance will, as usual, go to Clnance
transactions in exisating housesa as people satisfy their changing
housing demands in this way.

Funds flowa over coming months will be heavlly influenced by
seasonal and other factors and, &s usual, a nuober of
uncertainties surrcund the various projections. The funds
intake and liguidity of the major IzswesE institutions will
require continuing close at;entiﬂﬂhin coming menths,

|

Traasury

Reserve Bank of Austre
et 1978

I. .' _r_
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A. FINANCE FOR HOUSING BY MAJOR LENDERS (a)
(Seasonally Adjusted - #m)

SAVINGS TRADING PERMANENT ] RATIO
BANXS BANKS BUILDING HEW/TOTAL
SOCIETIES

1973-T4 1,138 : 754
1974=-T5 1,723 : TOT
1975-T6 2,082 6 1,549
1976=T 1,997 645 1,553

1976-TT 535
130
471
478
1977-78 532

I
oA

g976 II 1,065 ) 52 B
1977 1 ghg > &1 2, 0Be 668
1977 II 1,069 5 L L TOY

(a) Loan Approwvals to individuals by Banks and Permanent Building Sooaleties
for construction or purchase of dwellings.

Spurce: Seasonally adjusted series of the Reserve Bank.
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) ]k a i CAlTTrES
E APPROVALS: ALL SOURLES
i 5
figures)

PRIVA]

TOTAL

- LAk
WO L) o L

= i) G il

=

S iR U

=] o} Ji =
-

WO Bd =

1976 5 124,591
1977 134 113,118

118,223

"Housling Finance
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Governor \ o

Deputy G cverﬁ

Mr Freney, Treasury, 'phoned (subsequent to
Dr Higgins' call). He'd heard, via PM & C, that the Prime
Minister has sought (separately) the views of the Treasurer
and Minister for EHCD on the housing situation. The views are
required by the end of the week.

Hnuaing

Treasury will be having another look at the Treasury/
Bank paper on housing prepared for {(but not sent to) the
Monetary Policy Committee. The Treasurer might be wanting to
send this on to the Monetary Policy Committee. Treasury would,
if necessary, come back to us.

Research Department

& April 1978

DWStammer/ss

cc Mr Brady, BFD
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Covernor

Deputy Governor

Paper on Housing prepared for Monetary
Policy Committee of Cabinet

Dr Higgins 'phoned to say the Treasurer did not
intend, at this stage, to put the paper on housing activity
and prospects to the Monetary Policy Committee of Cabinet.
The Treasurer requested that the paper not be circulated to

other pepedss D.potna.ls.

Research Department
& April 1978

NS DWStammer/ss

cc Mr Brady, BFD
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Deputy GG?EFEJ

Dr Higgins phoned to discuss the suggestions we'd
made on the revised draft of the paper on housing finance and
activity being prepared for the Monetary Policy Committee of
Cabinet. (The comments we offered are attached.)

Joint Treasury/Bank Paper on Housing

The first seven of our suggestions were incorporated
in the new draft, as were the 9th and 12th suggestions. But:

. on p. 4, line 7: he said he'd much prefer "there should
be" to "there could be®;

on ps &4, line 16: he said he'd much prefer "should"
to "could". We discussed these two suggestions for a
while; given the extent to which our earlier
suggestions had been taken on board, I said I could
agree to adopt his preferred wording in these two
instances;

on p. 4, line 11: he said he'd much prefer
"overwhelmingly" to "importantly®™. I said we wouldn't
be keen on that change. We then agreed on the word

"largely".

He suggested a change in wording on p. 3 to take on
board the decision of the Monetary Policy Committee to lower
the yield on ASB. The following sentences on p. 3 are to be
deleted: "To date, net raisings of Series 11 Australian Savings
BEonds have averaged about $6 million a week. The yield on
Australian Savings Bonds is currently under review." The
replacement sentences are: "To date, net raisings of Series 11
Australian Savings Bonds have averaged about $6 millicn a week,
tapering down in recent weeks. A decision was taken on 16 March
to lower the yield on Australian Savings Bonds and net
subscriptions in the weeks ahead are likely to be negligible."

Dr Higgins also let us know that the Treasurer
would be sending a copy of the paper to the Minister for
Environment, Housing and Community Development.

I asked for a copy of the retyped paper.

Research Department
21 March 1978

DWStammer/ss

cc Mr Brady
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Deputy Govern

Joint Treasury/Bank Paper on Housing

Treasury this morning sent us a revised draft of the
paper on housing finance and activity being prepared for the

N

Monetary Policy Committee of Cabinet. A copy is attached.

The redraft incorporates almost all the drafting
suggestions we made. However, in a few spots there are changes
to our proposed wording which alter the tone of the message;
after further discussions with BFD, I've sent the attached list
of suggestions to Treasury.

Research Department
. 20 March 1978

DWStammer/ss
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CONFIDENTIAL

Facsimile Message from
Reserve Bank of Australia Sydney

Message No

HOUSING

The following are our suggestions on your revised draft
paper on housing finance and activity:

1, 1line 15: replace "lifting sharply" by "recovering™

1, final line: after "confidence" add "in societies®

1{b), line 1: replace "increased" by "continued at a high level"

Z(b), line 1: delete colon
3(b), line 3: delete semi-colon; after "year" add "and on"
3(b), line &4; replace semi-colon and "and" by full-stop

3(b), lines 5-7: replace existing words by "(Expectations about
further declines in official interest rates
may also have an influence)."

Y S
line 7: after "and" add “ther&}cculd be®

lines B=9: delete "is expected to occur"®
L 4]
line 11: replace "overwhelmingly" by "importantly" JngqﬁH

L5 - 3 L

line 16: replace "should" by "could™ Cowl o

-

0: would suggest including series on private approvals

Hhﬂuﬁhn:ﬂ#wdﬂuﬁﬂtﬂhﬂﬂﬂumﬂnmmmﬂﬂﬂdehmrnuﬂunﬂpanMﬂ!ﬂhﬂdﬂmﬂbdﬁxﬂﬂwwnmmmHmh
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CONFIDENTIAL

DRAFT

The Treasurar

INFORMATION PAFER ON HOUSING

- I - -, - N ..I.- 1 -y P
As foreshadowed, attached is a joint Treasury/Reserve
Bank paper on housing finance and activity. Subject
to your concurrence we will submit it to the Cabinet

Secretariat for distribution to the members of the

Monetary Policy Committee as an information paper.

You have recently had considerable briefing on the more
policy-oriented aspects of this subject. When the 1tem
appears on the Agenda wea shall resumbit the main points

as an aide=memmre for any discussion that might arise.

C.R., Rye
First Assistant Secretary
17 Mar 1978

Copy toi

The Sccretary
Mr Stone

Mr Daniel

Mr Prowsea

Mr Argy

Mrr Moore

CONFIDENTIAL
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IR s xA

Tha Secretary to Cabinet

[NFORMATION PAPER ON HOUSING FINANCE AND ACTIVITY

Attached is a paper on Housing Finance and Activity

propared jointly by Treasury and Lhe Reserve Bank.

The Treasurer has agreed that it be submitted for
information to the Monetary Policy Committee ol
Cabinet. Would vou please arrange for : stribution

to the memboers of that Committoo.

F.H. WHEELER
Socretary to the ITreasury
17 Mar 1978
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HOUSING F IMARE VITY - IMFORMY

. " 19 . . I [T T I
Private dwelling activity expanded stronaly

iin the First half of 1977. This was P il

surplus of unsold new dwellings carried over in Some
d the high valume of speculative buildinyg wiieh [tag 1run
3 Y

of underlying demand in 13976; there was alsg & peduction

{ finance approvals in the March guarier. {Aactivity
:- shown in Table Cl. Both ithe rnumber and; more marHesd

Hvalue of fFinance approvals increased in the second hald of

B but this has not vet translated into stronger activiiy. In

§ : . T £ 1977
commencements of new dwellinugs fell in sach quarter of 1977

B ompletions have fallen in each of the ast thresa gquariel

More details on recent irends follow.

WThe value of housing loan approvals by major lenasrs {(table A)
! ' 1 L= E=k i
qroached an all=time high in the September guarter of 1977, af L

G PR

%]

|I o BN . | : i
S8 lafting &.I[-.::'p—l-‘:' from a low level in the March guarter.
BPermanent building socilety arprovals were very sleong in
‘I r 1 — 1 | 2
WSepiember guarter then fell away in Lhe Uecember quariels

L

:1...-'|.I"1_-'|l~_'1',|-' retlected a reduction in ithe Flow of runds

Tl e J"xl"

i eocieties fullowing a farlure of
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Ca 5 P e k - N |

. ; oy gr = hop b la :
---,:.I: ik approvals incegscesad it The Decemnber guartier. Thas

-

ts wome taking up of loans 1hat would otherwise have been
mEnents s gfficial encourdaygem=nt for hodsing lending;
1 portifelio adjusiment fullowing the change to a 45

presceiided asset ratio.

A showsy the proportion of finance going intio new
vallings fell slightly in the second half of 1977. This
=/ tolal ratiosy has in recenit years been rumming a yood deal
levels of earlier years {(a decline from around 46 per cent
== 1o around 30 per cent in the last Ffew yveargd), The
lative iwmportance of funds Flowing Lo new, as opposed to

i pod L i ¥
isting housing, while of some imperfaace inegessing the shest

i'm impact of Ffinance r.~1|ﬁﬁi1.'j'.'-‘i y Can be easily exaugerated

;o8 due consideration is siven 1o the adequacy of the housing
for the needs and the growth rale of the peopulation.
ereasinaly, with the larye post war wBxpansion in the stock of
isesy peuple have loocked 10 the sxistinyg housing stock
nt luding alterations and additions) : i Fy their housing
=dsy in part because of locatiuny the rise in building costs
uncertainties about the final cost of construction.
be noted that finance for the purchase of u-u,j-_,,i_ﬂt;ﬁ[ F
- i

aai o Hiae gk

iging flows th 4 i LI PEITR Y Ir Chisses when, vendors make
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-
=

itiern of. finance flows describsd above for ithe national
Leen fairly uniform across the states, Ob sy e
in attivity trends bBeing due maitily to the differoent
s1lietations. Thus, the fall in private CUMmMEen C aments
in the first half of 1977, while fairly guneral, was
eaviest in Victoria and South Australia, where the stock
arry-over from 1976 was largest. These states recorded further
ithe second half¥ despite increaswed Finance private
ommeEncements also fell in Mew Boutiy Wales, but largely in the
bnainly multi-unit) dwelling seament, and in Westepn
1stralia,; where excess stocks did not emerge Until well into
37T folluwing a lengtihy period of unsustainably hiogh activity.
mencements in Gueensland and Tasmania rose in the g ond
Overally the decline in private commencements continued

moughout 1907 but abated mai*Hedly in the second hal€.
vernment comnencementes, which of course are unrelated to
"Avate murlgage finance flows,; were lower in the second hal+
H; £ 5 g ol . TE 4 < 1
N 1n the first half of 1977F sizable declines were confined
Victoria g the NMorthern Territory.
icationy are that i it are both private and gsovernment

Rncements have bouttomed outl, However, local & &y e rmen b

Fovals tor dwellings have not yet bevan an upward trend and

It rease in COTMmencements 5eemng unlikely until the June

*Lap




This is third party material in which the RBA does not own copyright. It may not be reproduced, published, communicated to the public, adapted or otherwise used in whole or part without obtaining
the consent of the third party owner (specifically or, if the material has been published by a third party, under published licence terms or other terms of use), It is the responsibility of users to obtain
consent from the relevant third party copyright owner before reproducing, publishing, communicating to the public, adapting or otherwise using this material.

y Work coene on altierations and addationsy valued sl more
"-1'.':',"_'."""_3'..-._-I!‘- tituted about 2.5 per cent of new Building
ok} in ihe firdt half of 1977 the proportion was almost B pop
ent. (Estimates including smaller jobs dre at least twice ag
arge. ) To some extent this development has reduced the impact
n the construction indusiry of the declines in conmencements of
wellings. A% already notedy; more pepople are satlisfyinag their

rmproved accommodation by modifying existing

th excess stocks uf unsold houses apparently close to Leinu
rked off in most states, there should be a more direct
innection between housing finance and new building in 1978 41han

y 1977.

nding by housing finance instifutions in the period ahesd will
spena heavily on iheir intake of funds and on theip liquidity

igds . Deposit intakes by housing fingnce institutions will

rf#lect 1he overall liquidity growlh in the economy and the

saction of dinvestors 1o the recently chanyed pattern of

1terest rates; interest rate expectalions are also relevant:
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Domestic =@ L : and external account
develepments wil : tant determinants of short=term
movements iy primary liguidiiy; Dbeyond the June guarters

s further erpansion in primary liguiditly seems likely.

Concerning interest-rates, little data are yet available
to assess the effect on funds flows of the new
relativities. To date;, net praisings of Seriegs 11
pustralian Savings Bonds have averaged about $E million
waeelk. The yield on the Australian Savinuys Bund is

currently Under revidiv.

Expectations of falling interest rates
encouraging some depositors to switch funds frowm housaing

finance-institutuions (most of which &re at call and/ur

carry a variable interest rate) to fixed interest

serurities although the significance of this effect is
hard to judge.
The February tax reductions will serve to boost household

dispoeable incomej some part of this will fluw on 1o

deposite with major housing lenders.

A factor bearing on the lending levels of savings banks
wiill be the speed at which thuy adiusi to the chansed

prescribed asset ratio. The rapidity of this adjiustment
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Lending Ly the permenent building socieities (especially,
of course, in Gueensland) will alsuo be influencod Ly

conslderaiions of desirable ligquiditiy levels.

wsing lenders are well aware of the guvermment's wislh to
Icouragse housing lending particularly in those states and ap
gre the capacity of the building industry i€ underutiliued.
tthan this general policy it has been left to individusl

:nders to determine the extent of their lending in the liuht of
eir own balance sheet positiuns and assessment of the housing

fustion in their ven area of operations.

‘arally with the seasonal liquidity rundown ivminent, finance
provals fur home buyers seem likely to flatien out at around
2 level achieved in the last yuarier of 1977 before growing

ain in the latter hal# of 1978. The outlook for epeEculative

CME TRERT T A




This is third party material in which the RBA does not own copyright. It may not be reproduced, published, communicated to the public, adapted or otherwise used in whole or part without obtaining

the consent of the third party owner (specifically or, if the material has been published by a third party, under published licence terms or other terms of use). It is the responsibility of users to obtain
consent from the relevant third party copyright owner before reproducing, publishing, communicating to the public, adapting or otherwise using this material.

R-71-2209-12

fhas imploved wWiih L b

il y 14
CinPan1iesy Wil L

L 3 e ¥ af, 16 O i Ay a
i o i "'.-"'.!L' 'ul:'].t Pilaal - D MmeEe L
=1 'J L ER L=}

el

A ol w E§ ":Il".l_[' 4
| R R b ructien indls ¥
Yhe dwalling Lunst

; gugmenti of Chie i
gamand ror S FUE

the outlook sugld
ild *i el
far speculative bLulldingy thae d
Ta pEL =
srrested in
i lendt An 1877 should Le arres
% . 4 ud '|'|r||_| =
investmani

&t d g tivity a5
iy |-|-_--:..'H.':|,-H*.-.r'.'.1 conatiructaan ¢
ba o moderate gipansion

= i £ by ':I"E"HII-
| s oecuip later AN LIE
R LS U
S s Y

< 3 -LJ-l ] 1| = L5
L] 3 1‘: =3 4 L 1% l|Il |
L.\'||I. 'Ilf:l._l_l_l:.;I\ = I-Lll I‘df aegl T1a Lkt E-1! I'- lt 1L = 1L E

=
neo

r-q._l‘_..]..],___l--\..

£ the esxcess stock
holmingly as the consequence OF the ®
sean ovérwhelming

] 1 a ] e e L 1 L & ) " [ CR-CHS |
H F : i 3 LD ] -'_:l.l‘. = 1"
i 'L"'l. I l 1 1‘- = 116 COi= ';-l 5 LT
) L 0n IIJ.I.I i ]I.. I-." L
HUS L k& L L L 4 L LLE 4=l 1 [

L b= 1 ahrad o7 Ty el |-5 R I J 1' i | [LE=§ il '-'l'l- i_i | r."ll':i
- 14 L& -
16 L':I"J.'l e - | £

i IERES L -L-I.d
; i thouah 1 ending
1 | has besn yulle strong. Alth
STH ending 48 bDE |
it 12is

d J Lit il 1 | aLEL = . i B L L

I 1 ¥ 1 + by e l TIL !I =gy =T anmigll E":'ll ' 'Fr'¢|"|ll'\=
I. e LY Li) t. 1 I. L 1% 1081 ':I" Lt (& ] ?

1 = = - B

il I.II' giiFEFLC L el L Cort 1 L ol L] I e |-|'i"l"" ¥ LlLl.t
LI- =Lt A it
I..'. ; 1 1 ] 1 s | e 1L L1
] L.
= LAt i =

'
ik

t 4 i L * o r I. “'.'\-:' '||i'l I 1 JETIL ¥ Tk L 1 ! 1 il 1n 1k
! Ue = LANE - B Sda
¥ iy adl 1K
- ! i} - e - l'.'- k e

aitivily

: 5 T1E i By PECELVINY
= iy 3 o e Jor IR EAE R inNGtlL TR
AatirucTl --I'f_ Gty JeC T Lk 1

T e i fFor @ ‘;I!I.I'J"."l' 3 te
£ fun i Ly == prUspeC LS or

andE 1 Onia i+ Tl da s - 3

s @ ‘."!'!",".fd'..l_" infFlow O

3

Y hE OF courser
BEIT pUrRSSES

: k as the y8uar pirua

activity <2

1 afiC e L= il =il i i -|: PaEETIL B Vi an 1 §1Y L

T R - = ] ] SRR L -
a L L1 - = =

4 21 - _Jj 1 . | ]. -]

% Tennayathy o
howsing demnanes

s shair changind
2 ’ sEaap le: 4a I-"-""I_T' e 10 - i
prxisting houses as Fe-




This is third party material in which the RBA does not own copyright. It may not be reproduced, published, communicated to the public, adapted or otherwise used in whole or part without obtaining
the consent of the third party owner (specifically or, if the material has been published by a third party, under published licence terms or other terms of use), It is the responsibility of users to obtain

consent from the relevant third party copyright owner before reproducing, publishing, communicating to the public, adapting or otherwise using this material.
R-71-2209-12

cominng wmonihs will bBe heavily

seasonal and other faciors ands as

uncertainileds surrouna the various 5;|-.-__:|_a..:‘.:i|_--||-_.

ntake and liguidity of the wajor lending instiiud

equire cluse attention i smming months.

regasury
Eeamde Boaly of Aaxtrealio

L Mar 19/7/E




This is third party material in which the RBA does not own copyright. It may not be reproduced, published, communicated to the public, adapted or otherwise used in whole or part without obtaining
the consent of the third party owner (specifically or, if the material has been published by a third party, under published licence terms or other terms of use). It is the responsibility of users to obtain
consent from the relevant third party copyright owner before reproducing, publishing, communicating to the public, adapting or otherwise using this material.

R-71-2209-12

MNEW/TOTAL

Loan Approves to individuals by Banks and Permanend Building Societi

purchase of awallings.

-Suur-.'r_. - ‘tn_'--h:n-'-----..-.'|'n‘.‘t .--L.I:J_...._;.H:'l feries of e Reserys Baak




This is third party material in which the RBA does not own copyright. It may not be reproduced, published, communicated to the public, adapted or otherwise used in whole or part without obtaining
the consent of the third party owner (specifically or, if the material has been published by a third party, under published licence terms or other terms of use), It is the responsibility of users to obtain
consent from the relevant third party copyright owner before reproducing, publishing, communicating to the public, adapting or otherwise using this material.

PRIVATE

20,324

oy T4
45,737 13325
29,744 120,031

45,632 130,506

ource: & 0 for Dwner Occupation”

21 Month of December is estimaled by a pro-rata of 2 month to Movember

LUl Es .

e ¥ Al TR Ry LR RS Lol e e 5 g ey e s Ty S8 T R T,




This is third party material in which the RBA does not own copyright. It may not be reproduced, published, communicated to the public, adapted or otherwise used in whole or part without obtaining
the consent of the third party owner (specifically or, if the material has been published by a third party, under published licence terms or other terms of use). It is the responsibility of users to obtain
consent from the relevant third party copyright owner before reproducing, publishing, communicating to the public, adapting or otherwise using this material.

R-71-2209-12

IKDICATORS OF DWELLING EZECTCH ACTIVWITI

[ Zeasonally &djusted)

SCTA FRIVATE COMMETCEME

Bl e e e e
AFTFIVALS




R-71-2209-12

Governor, i

s

Deputy Governo

Housing

1. The Treasury/Bank paper on housing finance and activity
for the Monetary Policy Committee of Cabinet:

I 'phoned Mr Freney to ingquire about progress with
this paper. He said he was glad to have our comments and
he and his colleagues had "seen their way clear to taking
most of them on board®™. A revised version was with the typlat;
this would be sent to us. Mr Freney noted it would be wvery
unlikely that the paper would go to today's meeting of the
Monetary Policy Committee.

R The BFD/RD paper on housing for possible discussion
at EPAC next weelt:

We plan to get a copy of this paper to you late
Friday or early Monday morning.

Research Department
16 March 1978

DHEtammerfjh

ci. Mr Brady, BFD
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DEPUTY GOV LHHGM
HOUSING

Attached is the MESEEEE£UDCEHEKEd to Treasury concerning
the information paper on Housing being prepared for the Monetary
Policy of Cabinet. The message takes on board the comments
you made yesterday and has been agreed with Mr Erady.

Dr Higgins or Mr Freney is te 'phone me this afternoon
to discuss the paper. I suspect Treasury will be looking te
"brighten" up the message, If that is the case, and their
suggestions go beyond the guidelines you outlined to us, would
you like me to float the possibility of the paper going forwar
just as a Treasury plece?

Research Department
15 March 1978

DWStammer/kt

cc. Mr Brady, BFD
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Facsimile Message from

FRENEY, TREASURY, CANBERRA Reserve Bank of Australia Sydney

STAMMER, RESERVE BANK, SYDNEY Message No. S 69
- X

The following are our suggestions for changes to the draft
paper on housing finance and activity. We would appreciate an
opportunity to comment further on the revised draft before it goes
forward and on the covering note to be sent with it.

RECENT TRENDS

p.l para 1

"The value of finance approvals picked up in the second
half of 1977 but ..."
Comment :
The value of all finance approvals rose by around
7 per cent in the perioed, but the number of loans rose by only
3.5 per cent; increases for new housing are slightly lower.
Pl paRra 2, 3
"The walue of housing leoan approvals by major lenders
(Table A) was a record in the September quarter of 1377, after
recovering from a low level in the March quarter. Permanent
building society approvals reached a high level in the September
quarter, then fell away in the December quarter; this largely
reflected a reduction in the flow of funds to Queensland
societies following a failure of confidence
in that state. Savings bank approvals continued at a high
level in the December gquarter. This reflects ... asset ratio,."
Comments:
PBS lending in the September guarter was only about
£10 million above that in December quarter 19753 given
the problems of seasonally adjusting the series, it
might be unwise to claim a record;
our fipures show savings bank lending in the June quarter
1976 was higher than in the December quarter 1977;
your observation on portfolio adjustment needs rewording

(see below) and is better placed in the Prospects section.
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GUNEIBENTI.&L

p.lb, para 1 (continuing on p.2)

His Table A shows, the proportion of finance golng
into new dwellings declined slightly in the second half of
1977. This ratio, which is relevant to the short-term impact
of finance on new activity, has in recent years been running
a good deal below levels of earlier years (a decline from around
46 per cent in 1968/69 to around 30 per cent in the last few
years), Increasingly, people have looked to the existing
housing stock (including alterations and additions) to satisfy

lseodrorm

their housing needs, in part because nfithc rise in building

constructions,’

1

costs and the uncertainties about the final cost of

Comment i

The existing paragraph on the ratiec of new/total
finance is hard to follow and interrupts the flow of the
analysis. As far as the short-term impact of finance on new
activity is concermned, the ratio is important. Short-run
relative price factors could be included in any discussion.

Ps2y; PpATra 2

Suggesti

"The number of finance approvals also picked up in
the second half of 1977."
Comment :

The increase in numbers was gquite small - around 3 par
cent = and the level did not approach previous records.

p.2(b), para 2

Suggest replacement of "Indications ... out" by

"Local government approvals for dwellings declined
in the December quarter and again in January. These falls
suggest that private commencements in most areas are likely
to remain subdued in the current guarter.”

P;Ejh}r after para 2

¥e suggest a paragraph be added,

The following is suggested:
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GONFIDENTIAL

3.

"Tn 1974, work done on alterations and additions,
valued at more than $10,000, constituted about 3.5 per cent
of new building work; d4in the first half of 1977 the proportion

was almost 8 per cent., (Estimates including smaller jobs are

at least twice as large.) To some extent this development

has reduced the impact on the construction industry of the
declines in commencements of dwellings. As already noted,
more people are satisfying their demand for improved accommodation
by modifying existing dwellings.
For the Prospects section, our preferred wording runs
as follows:
PROSPECTS
¥ith excess stocks of unsold houses about dissipated
in most states, there may be a more direct conmnection between

housing finance and new building in 1978 than in 1977.

= L

fzénding by housing finance institutions in coming
heavily
periods will depend/on their intake of funds and on their

-

ligquidity needs.

Deposit intakes by housing finance institutions will
reflect the overall liquidity growth in the economy and the
reaction of investors to the recently changed pattern of
interest rates; interest rate expectations are also relevant:

Domestic seasonal influences and external account developments
will be important determinants of short-term movements in
primary liquidity; beyond the June guarter, a further
expansion in primary liquidity seems likely.

Concerning interest rates, little data are yet available

to assess the effect on funds flows of the nmew relativities.
To date, net raisings of Series 11 Australian Savings Bonds
have averaged about $6 million a week. The yield on the
Australian Savings Bond is currently under review.
Expectations of falling interest rates could be encouraging

some depositors to switch funds from housing finance




 CONFIDENTIAL

institutions [mﬂﬁt of which are at call undfur carry a
variable interest rate) to fixed interest securities.
The significance of this effect is hard to judge.

The February tax changes will serve to boost household

disposable income; a part of this will flow on to deposits with
ma jor housing lenders.

A factor bearing on the lending levels of savings banks
will be the speed at which they adjust to the changed prescribed
asset ratio. The rapidity of this adjustment will be contingent
on the need to maintain a satisfactery level of liquidity,
particularly keeping in mind the seasonal rundown in the
current half year, and their views about longer-term trends
in deposit growth (it may also be influenced by expectations
about further declines in official interest rates)., Lending
by the permanent building societies (especially, of course, in
Queensland) will alsc be influenced by considerations of
desirable liquidity levels.

Housing lenders are well aware of the govermment'!s wish
to encourage housing lending particularly in those statesand
areas where the capacity of the building industry is under-
utilised. Within this general policy it has been left to
individual lenders to determine the extent of their lending
in the light of their own balance sheet positions and assessment
of the housing situation in their own area of operations.

Overall, with the seasonal liquidity rundown imminent,
finance approvals for home buyers seem likely to flatten out
at around the level achieved in the last quarter of 1977 before
growing again in the latter half of 1978. The outloock for
speculative building activity has improved with the rundown in
excess stocks of dwellings. Finance companies, which are a
major source of funds for builders and developers, appear wall
placed to meet demand for this segment of the dwelling

| construction industry.

| On the basis of the outlook suggested above for lending

|fur home purchasers and for speculative building, the decline
e Gy =
|in dwelling investment evident in 1977 =hetrkd be at

least arrested in the current half year; there could be a
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i moderate expansion in residential construction later in the year."

Comment i

This sugpested section would:
avoid giving an overly optimistic view of prospective trendsj
remove the emphasis given to expectations of falls in
official yields as a possible restraining influence on
lending by savings banks, a point which we feel was
overplayed in your draft.
For the final section, we'd suggest wording along the
following lines:
"SUMMARY
Recent indicators portray a declining activity
picture. This is seen as a consequence of the excess stock
situation which had built up in 1976 when construction rates
ran well ahead of underlying demand. In the latter part of
1977 and into 1978, lending has been quite strong. Although in
the liquidity rundown period, lending is likely to level out,
it may be sufficient, in conjunction with the petering out of
the stock adjustment, to prevent a further decline in activity.
Subject to major lending institutions receiving an adequate
inflow of funds, there are prospects for a moderate 1ift in
activity as the year progresses. O0Of course, the bulk of new

finance will, as usual, go to finance transactions in existing

houses as people satisfy their changing housing demands in this way.

As noted, funds flows over coming months will be heavily
influenced by seasonal and other factors and, as usual, a number
af uncertainties surround the various projections. The funds
intake and liquidity of the major lending institutions will
require close attention in coming months,"

Lomment

The changes to the draft would:
make it less sanguine about prospects for finance and

activity;
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omit the assertion about queues, on which the available
evidence is, at best, contradictorvy.

OTHER FPOIRNTS

Tables A and B do not sit together very well = why

not show a number of loans by the major lenders and

perhaps a series for average value of loana?

Table CG: No figures are given for private approvals,

The data for commencements by states do not correspond

to the series we use = what is the source?

Some figures in Table A do not incorporate recent revisions.

An up=to=date table is attached.
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Deputy Governor

HOUSING

Following the Governor's regquest at the 9.30 meeting,
I phoned Mr Freney in Treasury to inguire about the nature of
the Treasurer's interest in the paper on housing finance and
activity going as a joint Treasury/RBEA paper.

Mr Freney said that, in a paper they had prepared
to brief the Treasurer on housing for his meeting on 9 March
with the Minister for EHCD, they had suggested the Mindster T wa...a-
offer a paper on housing to the Monetary Policy Committee;
Treasury also floated the idea that this might be a joint

W

Treasury/Bank piece. The Treasurer marked on the file _—
I agree with your suggestion regarding a Treasury/RBA paper

On the basis of this, Mr Freney rang me on 10 March
(diary note attached).

f., Research Department
v 14 March 1978

DWStammer,/d]j
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FOvVernor J |
Deputy Governpry ,

l

;nuﬁina

Mr Freney, Treasury, 'phoned. He began by noting that
housing trends and housing finance were attracting quite a bit
of attention at present.

The Treasurer had received a call from the Minister for
Environment, Housing and Community Development 1
had also been some pressures from HIA and other sources). Th
Minister for EHCD had outlined a generally depressing view of
the housing sector. In response, the Treasurer had said that
the situation merited close monitoring but no policy change was
peritades wosreaiobad.

ast night (there

On a suggestion from Treasury, the Treasurer is to
volunteer a paper on the housing situation to the Monetary
Policy Committee of Cabinet., It wee®proposed to have this

E
t
go to the Committee early next week.

paper
The Treasurer looked to

have this paper a joint Treasury/RBA offering.

Mr Freney sai
draft of the paper to u

d Treasury would vocadex a copy of a
5
would be looking for on

by close of business today; <tThey
reactions early next week.

Department
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Deputy Gover:

Fossible Information Paper on Housing To

Monetary Policy Committee of Cabinet

VWe'de discussed the draft information paper on housing
finance and activity with BFD,.
o

We have important reservations about the paper:

it is not well drafted; but that could be fixed up
. - - i 3 -

quickly enough. (See point 1 overleaf);

some statements need to be tied in more closely with

available data. (See point 2 overleaf);

the "Prospects" section is more sanguine than we are
inclined to be. (See point 3 overleaf).

The attached paper i1s a draft of a possible response to
Treasury: we would propose, if you are agreeable, to vocadeXx
our comments to Treasury tomorrow morning.

search Department
March 1978

TR T

DWStammer/kw
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Comments on proposed Information Paper

on Housing Finance and Activity

i As mentioned to us in a 'phone conversation, the paper is
an early draft. Presumably, some tidying up of the expression
is in hand. As it stands, the paper 1sn't as clear as it might
be. For instance, the activity picture - as distinct from the
finance picture - doesn't come out very clearly; the material
offered on the split of lending between new and existing
dwellings is a little hard to follow; the prospects section
could be shortened and tightened.

2. The paper views some recent trends in a favourable light.
This might be a useful counterweight to the unreasonably
pessimistic view others are taking, but it is important that
individual arguments stand up to close scrutiny by others:

(a) on p. 1 there iz a comment that "Finance approvals
increased strongly in the second half of 1977...".
This is not true for the number of finance approvals.

(b) on p. 1 there is a comment that "Savings bank approvals
were a record in the December quarter®™. Our figures
suggest a figure for approvals in the June guarter of
1976 higher than in December quarter of 1977.

on p.2 there is a comment that "The number of finance
approvals grew strongly in the second hall of 1977,
approaching previous record levels", This statement
is not supported by the dsta—{atleast—by—the seasonally
adjusted data we usually make reference tol.
e )

o {d) on p. 3 the net weekly intake of funds into ASE series 11
is compared with net weekly intake inte all previous
series, including series 1, Others might loock for a
comparison with more recent series.

i

(e) on p. 3(b) the comment is made that "speculative
building activity should increase since stocks of new
houses are at a more normal level", There could be -
lags here: for confidence and other reasons, activity
may take a little while to pick up.

(f}) on p. 4 there is the comment that there is "no
indication of growing gqueues of unsatisfied "credit- i)
worthy" borrowers", The "evidence" is, as always,

somewhat contradictory, but we suggest deletion of this/ ™™

A in most areas poth private and government commencements

have bottomed out"™. This could be too strong a
'atatement, Hecent figures Ifor local government
rapprgvﬂls suggest the possibility of a further small
| fall in commencements in the March quarter. And, the
{ comment on government commencements 1s not backed up
\elsewhere in the paper.

%
L}
%

{g](;p. 2({b) there is the comment that "Indications are that

-,
e 01

3. The prospects section takes a somewhat more sanguine view
than we would be inclined towards. Our suggestions for that
section would be:

(a) to be more guarded in claiming (e.g. p. 3b lines 4-8B
and p. & line 7) that finance is expected to support
moderate increases in constructien activity. A4 the
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statements need to be sl much more
changed stock

to mention existing policy, which i%.fﬂT an :
encouragement of an increase in lending for housing;
major housing lenders are well aware of this;

of lending for

L=

1 heavily on funds

to reduce th smphasl s , to expectations of

in alds as a | ible restraining influence
on ; '

S0me

We'd suggest a rewording of the section in brackets
in lines 4 to 8 of p. ° s follows: "(The speed of
this acuﬂu,menL i onting however, on the need
to maintain a satis o1y awel of liquidity,
particularly keeping ni: A seasonal rundown
in the second half of the year and possibly because

of the widely anticipated future reductions in
interest rates)." But tﬁ:F observation is
one so near the be; 1 of the paper; we

4 =
it be ilncorporate Jr: Pr
S

a distracting
| —_— 4=
1 SUgErestT

=

rospects section.

final sentencej: 18 to suggest that "close

. A
ing" alone ca sure" moderate activity

L]

in Table C, no "; s are given for approvals
private dwellings s : data by states do
correspond with the s ally adjuste
usually refer to. What 1 ; BEoUrcey

=L

=

= L

_'h'
A

[ - abE -1
sSeries

Research Depar

13 March 1978

Stammer /Kw
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_ FINAMCE FOR HOUSING BY MAJOR LEHDERS

Seasonally Adjuated - $m)
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SAVINGS  TRADING FERMANENT
HEW/TOTAL
EAKKS BAHES BUILDING

SOCIETIES

,014
973=78 2
2,869
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L,300
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4,195
1576=T1

1976-T7 Sep - 1, 0LY -323

; .318
Dec 1,099 3

Har 1,026 .325

.31k
: 1,066 3
Jun

1I ‘59 "31'ﬁ
1977-78 Sep

1,085 -312
Dag

. 320
1976 11 1,065 2,143 =
1977 1 Gh9 2,092 2
I 1,069 2,244 TO4 M
1977 2

i1di poietien
{a}) Loan Approvals to individuals by Banka and Permanent Building &
for construction or purchase of dwellings.
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B. FIEANCE AFPROYALS:; ALL SOURCES

f'000 original Figures)

FRIVATE

61,507 . 23,052 65,929
63,084 . 22,685 67,323

17,923 57,332 19,713 61,073

18,211 55,786 20,031 58,958
20,250 60,232 k- 22,479 64,389
6,621 19,036 . 7,309 20,324

7,398 22,359 B,125 23,754
1576 11 52,150 TEQ,SQI_ 2 L5 . T37 133,252
1977 1 36,138 113,118 39,74l 120,031
1977 II (e) 41,279 122,324 g 45,632 130,506

ABS 5609 "Houaing Finance for wner coupation®

{(e) Month of December is estimated by a pro-rata of 2 month to Novesber

Ffigures.
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1576=TT

1977=T8 Sep 532
Dec 53T

1976 1I 1,085 373
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1977 11 1,069 326

by Banka and Permpanent Building Societies

{a) Loan Approvals to individuals

for construction or purchase of dwellings.
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B. FIBANCE APPROVALS: ALL SOURCES

("000 original figurea)

FRIVATE

19TE Sep 21,226 .34 23,052

Dec 20,924 .3 22,685

17,923 57,332
18,211 55,786
20,250 60,232
6,621 19,036

7.398 22,359

1976 II 42,150 124,591

1577 1 36,138 113,118

1977 II (e) §1,279 122,328

Source: ABS 5609 "Housing Finmnce for wner ococupation™

(e) Month of December is eatimated by a pro-ratn of 2 month to HWovember

figures.
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Mr Freney, Treasury, 'rhoned. He began by noting that
housing trends and housing finance were attracting quite a bit
of attention at present,

The Treasurer had received a2 call from the Minister for
nvironment, Housing and Community Development last night (there
hed slsc been some pressures from HIX. and other sources). The
Minister for ENCD had outlined a generally depressing view of
the housing sector. In response, the Treasurer had sald that
the situation merited close monitoring but no policy change was
Seplted, osen -bad |

On a suggestion from Treasury, the Treasurer is to
volunteer a paper on the housing situation to the NMonetary
Policy Committee of Cabinet. It we's proposed to have this paper
go to the Committee early next week. The Treasurer locked to
have this paper a joint Treasury/RBEA offering.

Mr Freney said Treasury would vocadex & Copy of a

draft of the paper to us by close of business today; they
would be looking for our reactions early next week.

fesearch Department
10 March 1978

WS tammer//kw

ce. Mr Mallyom, BFD
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