
The number of Australian consumers using buy now, pay later platforms has nearly doubled in a year, according to a review

undertaken by the Australian Securities and Investments Commission (ASIC). But with one in five consumers struggling to make

repayments, there is a growing concern about vulnerable consumers facing financial hardship as a result of taking on too much

debt. Consumer advocates are now calling for more regulation around this type of credit. Generally speaking, you don’t need to

close your account when applying for a home loan. But depending on how you use it, having an active BNPL account could lower

your chances of being approved for the loan. If you often miss BNPL repayments and have to pay late fees, or have previously

defaulted on a repayment, then a lender could look at this and see you as an untrustworthy borrower, just as they would if they

saw: Too much spending (i.e gambling), too much debt (i.e car loans, credit cards.), too low an income or a poor history of savings.

The buy now pay later (BNPL) industry is booming in Australia. According to ASIC’s recent report into the industry, the amount of

credit taken out through BNPL services almost doubled in the 12 months to June 2019. There are also more than 6.1 million open

BNPL accounts, which represents about 30% of the adult Australian population, it said.

IS 'BUY NOW, PAY LATER' HARMFUL TO YOUR CREDIT RATING?

 

 MARKET INSIDER  
FINANCE NEWS

ECONOMIC  OUTLOOK 

MY FINANCE AGENT ~ 02 8313 8400 ~ WWW.MYFINANCEAGENT.COM.AU

WANTING TO BUY AN INVESTMENT PROPERTY AND DON'T KNOW WHERE?

MAY  2021

 *Information within in this publication has been sourced from various publications including APRA, ABS, Corelogic, Real Estate.com.au, CBA, RBA and other reports. 

Residential real estate in Australia is now worth $8 trillion, four times the size of the country’s GDP, following a surge in values.

According to CoreLogic data, in the three months to April, national home values rose 6.8 per cent, which is the highest quarterly

dwelling growth rate since December 1988. 

Treasury revealed that the federal government would expand some of its existing schemes to help Australians buy residential

property, and launch a new measure that would help more single parents purchase family homes, as part of its upcoming Budget

for 2021/22.

The economy is back to its pre-pandemic level of GDP, with growth being flat. Meanwhile, unemployment is now 5.6 per cent,

half a percentage point higher than it was pre-COVID. Underemployment has also declined, while participation in the labour

market is at a high.

The Reserve Bank has lifted its 2021 calendar year economic growth forecast from 4.00 per cent to 5.25 per cent. If realised,

economic growth would be the strongest for over 30 years. But notably the 2.5 per cent contraction in 2020 was the biggest in

quarterly records going back to 1959. What are the Implications: Strong economic growth, lower unemployment, benign inflation

and record low interest rates is a powerful combination. Investors must be alert to the risks of boom-like conditions. But investors

must always be alert to the opportunities for investments in consumer discretionary, construction, construction materials and

information technology. 

The current investment environment is positive for consumer discretionary, construction, construction materials and information

technology sectors of the Australian sharemarket. Financials will benefit from the expectation of firmer borrowing, but super-low

interest rates will cap margins and revenue. The RBA won’t be lifting interest rates until wage growth is closer to 3 per cent. At

present wages are a little under 2 per cent over 2021, with expectation they will gradually increase to around 2¼ per cent by mid

2023. The Covid-19 pandemic shocked economies across the globe in 2020 and the response to the pandemic has varied. Those

shocks are still reverberating. Australia has done well in suppressing the virus, and all levels of government and the Reserve Bank

acted quickly in supporting businesses and families.


