INTERNATIONAL

From Strength to Strength

Nine Years of Continuous Growth in Leasing

The 41st Global Leasing Report, released by White Clarke Group in associa-
tion with the World LeasingYearbook, is the definitive guide to the world’s top
50 leasing markets. The report provides a leading analysis of country trading
environments and trends in auto and equipment finance. Highlights show that
the global leasing industry has grown by 131% in the past nine years— from
2010 to 2018. The White Clarke Group Global Leasing Report continues a
history of tracking the worldwide market for leasing products for more than

30 years.

(Red.)

For the 41st edition of the World
Leasing Yearbook, we can announce
that the global leasing industry has
reported the ninth year of uninter-
rupted growth, albeit at a more mod-
est pace than in recent years. This
indicates very well that the internation-
al leasing industry remains an es-
sential contributor to global economic
development and continues to demon-
strate innovation and flexibility in the
face of regulatory change and eco-
nomic turbulence. The top 50 coun-
tries in 2018 reported growth in new
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business volume of 0.33%, rising
from US$1,282.73bn in 2017 to
US$1,287.01bn in 2018.

This performance follows on from the
remarkable growth of 16.6% in 2017
and 9.4% in 2016. The Report shows
that the global leasing industry has
grown 131% in the past nine years (see
Table 3)".

Three Important
Regions

Three regions, North America, Europe
and Asia, account for more than 95%
of world volume. North America ex-
perienced growth of 3.2%, while all
other regions, bar Africa, showed a de-
cline in growth when expressed in US
dollars. It is important when analysing
this data to stress that the Global Leas-
ing Report (GLR) employs the US dol-
lar as the common currency baseline
for country comparisons, using ex-
change rates prevailing at the end of the
year. (For this report the date of conver-
sion is December 31, 2018).

Care should be taken when making
comparisons year on year for individual
countries and regions in this data as
currency fluctuations inevitably impact
the US dollar figures in the Report. The
growth figures we specify in Table 2 are
as actually reported by each country,
before conversion into US dollars, so
they are unaffected by the vagaries of
currency fluctuations and give a more

accurate picture of domestic perfor-
mance year on year.

North America

The North American region consists of
the US, Canada and Mexico. The sec-
tor has maintained its position as the
world’s biggest market, with new busi-
ness volume of US$460.1bn, repre-
senting 35.8% of the total global mar-
ket share in equipment leased.

The US is the dominant player of the
region, and the largest single market in
the world by some margin. New busi-
ness volume for the equipment finance
industry expanded by 4.4% in 2018
according to the Equipment Leasing
and Finance Association’s Annual Sur-
vey of Equipment Finance.

This is down on 2017's 6.9% growth
figure but still impressive when com-
pared with US gross domestic product
(GDP) of 2.9% for 2018 as reported by
the US Department of Commerce. New
US equipment finance business volume
in 2018 was estimated at US$428.4bn.

Canadian economic growth slowed in
2018 to 1.6% from 3% in 2017. Uncer-
tainty over North American Free Trade
Agreement (NAFTA) negotiations be-
tween the US, Canada and Mexico as
well as fears over tariff wars has creat-
ed concerns over trade and dampened
growth. Deteriorating confidence in the
global economic environment has led
the Bank of Canada to predict slower
economic growth and the Canadian
economy is only expected to grow
around 1.4% in 2019 and 2% in 2020.

New business in Canada was up 0.3%
in 2018 compared with 2.7% in 2017.
Total new business volumes have risen
by an average 3.3% a year between
1990 and 2018. The asset-based
finance sector is now estimated to ac-
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count for around 39% of all spending
on equipment in Canada. According to
data supplied by the Alta Group,
Mexico experienced a decline in new
business in local currency of 6.7% in
2018.

Europe

Europe reported a decline in growth of
0.3% in 2018 when expressed in US
dollars bringing total new business to
US$427bn and it maintains its position
as the second largest region in the
world. Europe accounts for 33.2% of
total world volume.

The leading five European countries
(UK, Germany, France, Italy and Poland)
feature in the world’s top 10 countries
for new business, contributing 64% of
the total European volume. Sweden has
dropped out of the top five.

The United Kingdom and Germany are
positioned as the third and fourth
largest leasing markets in the world and
remain the dominant players in Europe.
They accounted for 39% of the Euro-
pean market and 13% of the world
market in 2018.

In 2018, the UK industry captured
US$92.2bn of new business register-
ing a growth rate of 5.3% (in local cur-
rency) as compared with previous year
and locating it third in the global rank-
ings after the US and China. At the time
of writing (November 2019) Brexit ne-
gotiations continued to dominate the
UK political agenda though the UK
economy has proved to be incredibly
resilient despite the prevailing econom-
ic uncertainties.

The second largest European leasing
market is Germany which registered
growth of 2.4% in 2018 in local curren-
cy in comparison to 2017 with new
business volume of US$73.3bn

Cars and estate vehicles (57%) and
trailers & trucks (17%) occupy the main
types of asset being leased. A highlight
in 2018 was the demand for office
equipment and IT systems which grew
by 12.8%.

Table 1: Volume and growth by region (2017 to 2018)

Rank Region Annual Growth Percentage | Percentage | Change
by volume 2017 to of world of world in market
volume (US$bn) 2018 (%) | market vol- | market vol- | share 2017
ume 2017 ume 2018 to 2018
1 “NAmerica | 46011 : 32 348 358 ! 1.0
Europe 42703 -0.3 33.4 33.2 -0.2
.‘ASia 350.65 276 272 -0.4
Aus/NZ 28.51 2.5 2.2 -0.2
S America 14.55 1.3 1.1 -0.2
Africa 6.16 0.4 0.5 0.0
i Total 1,287.01 H H

Source: White Clarke Group Global Leasing Report 2020
I

France remains in sixth place in the top
50 rankings, with new business volume
of US$52.2bn and reporting growth of
9.8%. ltaly ranks as the fourth largest
European market with new volume at
US$35.9bn and growth of 5.5%. Po-
land has moved into fifth position in Eu-
ropean ranking with new business of
US$22.2bn, registering growth of
21.8%. As a result of Poland's strong
performance Sweden slips out of the
top 10 as result of a decline in new busi-
ness of 19.6%.

Other significant domestic growth perfor-
mances worth highlighting throughout
the European region are: Bulgaria 20.2%,
Netherlands 19.7%, Portugal 16.7%, Rus-
sia 20.7% and Hungary 13.3%.

Overall the members of Leaseurope
(the European federation of leasing and
finance companies) recorded a consol-
idated increase in new business of
7.69% .2

The overall decline in Europe shown in
this GLR conflicts with the 7.69% rise
in new business by Leaseurope mem-
bers because The Global Leasing Re-
port adopts the US dollar as its base
rate, as published on the last day of the
year (2018). Leaseurope employs the
euro as its base currency, adjusted for
exchange rate fluctuations.

Asia

New business volume in Asia fell by 1%
to US$350.7bn reflecting the slow-

down in the Chinese leasing market.
This follows the remarkable growth in
the Asian region of 59% in 2017. Asia
occupies a 27.2% share of the world
market.

China remains the second largest leas-
ing market in the world. New business
stood at US$254.4bn in 2018. Growth
slowed dramatically in 2019 to 1.27%
compared to the impressive 20.4% in
2017.

However, it should be noted that the
Chinese leasing market has experi-
enced growth of 168% in new leasing
business since 2014, a remarkable feat.
Leasing market penetration stands at
around 7% showing that this market
has tremendous potential for further de-
velopment.

Japan, which is the fifth largest leasing
market in the world, experienced an in-
crease in lease transaction volume in
2018 of 6.8% with new business vol-
ume of US$66.3bn. It remains the sec-
ond largest market in Asia after China
and approximately 5% of private capital
investments are made through leasing.

The Taiwanese market is now the third
largest in the Asian region and regis-
tered growth of 16.9% in 2018 with
new business volume of US$13.4bn
ranking it 14th in the Top 50.

The fourth biggest leasing market in
Asia is Korea which ranks 15th in the
world achieving new business volume
of US$12.2bn which is up 5.9% on
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Table 2: White Clarke Group Global Leasing Report

Rank- | Conti- | Country Annual % Growth % Market Source
ing nent volume 2017 to 2018 | penetration
Code (US$bn)
Us e

1 NA 428.40 4.40 215

2 ‘A :China : 254.42 127 69: (9
3 E UK 92.17 5.30 329 (2
4 ‘E ‘ Germany : 73.32 239 ! 15.9 | 2)
5 ‘A “ Japan 66.34 6.80 5.2 (1
6 E “France ; 52.18 9.79 169 (2)
7 ‘E Italy 35.90 5.47 : 16.1 | 2)
8 ANT " Australia f 2851 0.25 400 0 (1)
9 ‘NA  iCanada 2446 0.30 . 330 (1)
10 E  Poland 22.20 21.80 270 - (2)
nE - Sweden 20.88 -19.61 : 224 (2
12 E ‘Russia 20.59 : 2071 nfa . (2)
13 E  Switzerland 13.49 8.01 : 125 (2
14 A  Taiwan 13.42 16.89 : 108 (1)
15 A ‘Korea : 12.18 5.94 9.0 1 (1)
16 iE “ Spain 11.89 11.61 6.6 : 2)
17 E - Denmark 11.49 : 0.97 253 | 2)
18 E Austria 9.36 1078 1o
19 E ‘ Netherlands 8.71 19.67 80 | 2)
20 E : Norway 8.57 : 531 : 121 @2
21 E ‘Belgium 772 463 10.0 : 2
22 INA Mexico 725 -6.77 na (4
23 E ‘Czech Republic 5.36 -1.92 ¢ 123 0 (2)
24 E Turkey 5.24 : -4.16 nfa : (2)
25 E “Finland 5.20 196 160 (8
26 E ‘ Portugal 498 16.70 : 18.7 2
27 iSA ‘Colombia 484 -20.15 : na: (4
28 SA  Chile 4.74 9.90 nfa i (4
29 AF : South Africa 351 12.86 : na i (8
30 E ‘Hungary 293 ! 13.30 : 85 2)
31 E Slovakia 2.79 ~747 150 0 (2
32 iSA ‘ Brazil 269 22.90 ! nfa i (4
33 E ‘ Romania 255 2.00 : na (8
34 E ‘ Lithuania 2.41 7.06 : 3164 - (2)
35 E “Slovenia 1.76 377 19.6 2
36 E ‘ Bulgaria 171 20.21 : 13.9 2)
37 A ‘India 158 60.21 06 (9
38  SA ‘Peru 156 : -840 nfa i (4)
39 E _Estonia 145 4.08 : 292 1 (2)
40 A ‘ Malaysia 141 -10.48 | nfa : (1
41 AF - Morocco 127 2.20 : 180 (1)
42 E Latvia 0.99 : 374 149 0 (2
43 A ran 0.85 : -1700 05 (1)
4 E “Ukraine 0.81 10.84 : nfa i (2
45  AF “Egypt 0.73 45.00 : nfai (8
46 AF “Nigeria 0.65 : 11.00 | nfa: (9
47 A “Hong Kong 0.45 : 137 nfa (1)
48 E Greece 0.38 : -36.58 21 @2
49 SA - Puerto Rico 0.37 : 523 : na i (4)
50 SA ‘ Argentina 0.35 -20.82 nfa i (4

f Total . 1,28701 | f ’

Market penetration rates quoted by Leaseurope appear as those reported and defined in the Leas-
europe’s 2017 Annual Survey. Country growth figures display the figure reported by each country i.e. it is
unaffected by the vagaries of currency fluctuations. It is intended to display true growth as experienced
on the ground.
Key to Sources: (1) National Leasing Association
(2) Leaseurope
(3) Asian Leasing Association

(4) Alta Group (7) Central bank data
(5) Other trade associations  (8) Author's estimate
(6) Government statistics (9) Others' data
White Clarke Group Global Leasing Report is prepared
by White Clarke Group, Milton Keynes, UK, in association with the World Leasing Yearbook.

2017. In Hong Kong new business for
2018 was up 11% at US$0.4bn, Malay-
sia fell 10% at US$1.4bn and India was
up an impressive 60% at US1.6bn. In-
dia is a market ripe for tremendous ex-
pansion. We do not have reliable data
for Thailand, Singapore, Pakistan and
Indonesia.

Rest of the World

Leasing in Australia is a mature product,
having been offered as part of a portfo-
lio of equipment financing techniques
for over 60 years. Leasing is a proven
equipment financing technique suitable
to all stages of the economic cycle and
it is expected it will continue to play an
important role in supporting and devel-
oping the Australian economy.

The Australian Finance Industry Asso-
ciation estimates that total equipment
finance in Australia in 2018/19 was
A$40.4bn, up just 0.25% on the previ-
ous year. Australia ranks in eighth place
in the Top 50, with new volume of
US$28.5bn.

We have no reliable data for New Zea-
land. Australia/New Zealand represents
a 2.2% share of global volume.

Africa accounts for 0.5% of the world
market in leasing with four African
countries achieving a placing within the
top 50 leasing threshold: South Africa,
Nigeria, Morocco and Egypt. The region
increased volume by 9% to US$6.2bn.

The African leasing industry is still in its
infancy and there is still a scarcity of
quantitative information available. The
International Finance Corporation (IFC),
a member of the World bank, has been
supporting the development of leasing
markets for over 10 years and has inter-
vened in over 20 countries. There re-
mains, however, no definitive study of
the region and estimates are challeng-

ing.

Under the initiative of the Moroccan
Leasing Association and the support of
the IFC, Africalease was founded in
2017 with a view to developing and pro-
moting leasing in the region. In May and
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June 2019 Africalease led a mission to
Cote d’lvoire, Liberia, Senegal, Togo
and Gabon to promote leasing. It is to
be hoped that new national leasing as-
sociations will be formed in the African
region in coming years and with that re-
liable data which can be used in forth-
coming editions of the GLR.

In South America new business volume
figures are generally not recorded by
the national leasing associations where
the emphasis is on portfolio value. This
makes it difficult to ascertain annual
new sales volume for the region and
many of the figures in this report are
therefore estimates.

We are most grateful to the CEO of the
Alta Group — Latin American Region,
Rafael Castillo Triana, for giving us ac-
cess to his research and facilitating us
with data used in this Report. In the ab-
sence of growth figures, we have
adopted the growth in portfolio value,
giving at least some indication of the
health of the industry.

Overall new business volume for the
South American region was US$14.6bn,
down 14.5% in 2018. South America
accounts for 1.1% of total global lease
volume.

The largest leasing markets in South
America by size ranking are Colombia,
Chile, Brazil, Peru, Puerto Rico and Ar-
gentina. New business volume was up
(in local currency) in Brazil (22%), Chile
(10%) and Puerto Rico (5%), but down
in Columbia (20%), Peru (8%), Mexico
(7%) and Argentina (21%) (See the Alta
report in the World Leasing Yearbook for
further detail on the region).

Leasing Penetration

For countries where reliable data has
been made available, Table 2 includes
a measure of leasing penetration for the
year 2018. We provide two measure-
ments for leasing penetration. One
shows the percentage of investment in
a given country financed by leasing and
hire purchase. It is calculated as total
new business volume divided by total
investment, excluding real estate. For

Table 3: Leasing volume by region 2002 to 2018 (US$bn)

| oo | aove | 200 | evie | zorb | evie | zov7 | 20 |

Europe 164.1 1 2720 2330 3278 3228 3463 4283 4272
‘NAmerica = 2160 2411 2133 3684 4078 4168 4459 460.1
Asia 687 817 1056 1950 2230 2899 3544  350.7
AuSNZ 33 192 254 107 138 129 170 146
'S America 58 86 108 356 312 284 315 285
Africa 37 111 64 68 67 54 57 62
AnnualTotal 4616 . 6337 5945 9443 10053 1,099.8 12827  1,2870

Source: London Financial Group, White Clarke Group Global Leasing Report
. __________________________________________________________________________________|]

the largest countries, a back run of
these figures for 20 years is given.

The second method of expressing pen-
etration, introduced into the Global
Leasing Reportin 1999, is in relation to
GDP, that is national output as a whole.
You find figures and rankings for each
country in the White Clarke Group/GDP
ratio for 2018 in the World Leasing Year-
book.

Of the two measures, the first (invest-
ment penetration) is a better indication
of how leasing compares in competition
with alternative forms of financing.
However, calculation of the investment
penetration ratio depends on identify-
ing the correct statistic for plant invest-
ment, against which leasing should be
compared. The White Clarke Group/
GDP ratio is a more reliable indicator in
that it is based on a broader denomina-
tor. Furthermore, information for all
countries is more readily available.

In measuring leasing by reference to
economic activity as a whole, this ratio
highlights which countries have rela-
tively mature leasing industries, or, in
some cases, where leasing is being pro-
moted strategically as a source of in-
vestment funding.

The Sources

The White Clarke Group Global Leasing
Report is assembled from a number of
disparate sources, the most important
primary sources being the national as-
sociations that represent leasing com-
panies in most individual countries.

The chief role of the national associa-
tions is to act as lobbying groups, with
the aim of influencing the regulatory en-
vironment. These bodies almost all
make efforts to extend their member-
ship bases as widely as possible within
the local leasing industry, and to meas-
ure and publicise local leasing business
activity.

In several regions, including Europe,
Asia and Latin America, continental
leasing federations add substantial val-
ue to the process of recording activity
at national as well as continental levels.

In Europe, the Leaseurope federation
endeavours to standardise the meas-
urement of equipment leasing business
for each European country, on a basis
that broadly matches the Global Leas-
ing Report’'s concept of the scope of
leasing. We are particularly grateful to
Leaseurope for the quality and depth of
their data.

As mentioned before, readers will note
some differences between figures
quoted for European countries by the
two organisations. This is because
Leaseurope publishes its data in euros,
using average exchange rates over the
year for non-Euro countries, while the
Global Leasing Report is published in
US dollars, employing the last pub-
lished exchange rates for the year.

National associations also remain
important sources of information in
Europe, with many of them providing
significant information and narrative be-
yond that required by Leaseurope. We
are grateful to the Alta Group for their
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assistance in preparing much of the
Latin American data.

Other important sources of information
for some countries include official sta-
tistics from central banks or finance
ministries. And in some cases trade
bodies, which have a wider remit than
the leasing industry but who can make
a clear differentiation between leasing
and other financial products.

In some of the less developed coun-
tries, IFC, the private sector arm of the
World Bank, has been active in promot-
ing leasing activity. IFC is in a position
to provide market volume estimates for

with Panama itself in North America.
Australia and New Zealand together are
treated as a separate region.

Cross-border leasing is included within
the national total for the home state of
the lessor, rather than that of the les-
see. Strictly speaking, the national to-
tals represent leasing industries rather
than leasing markets.

Deriving the Figures

The statistics measure new business
value for each year, that is the value of
equipment newly assigned on lease to

»The national totals represent leasing industries
rather than leasing markets.«

several developing countries. It has
been a very helpful source of informa-
tion for the Global Leasing Report for
many years.

For a few countries, where it is clear
that locally based sources have provid-
ed data representing only part of total
leasing activity, or where reasonably
comprehensive information for earlier
years had not been available, we have
had to make an author's estimate of the
national leasing total. The various sourc-
es of information for each country are
identified in the footnotes to Table 2.

Identifying the Top 50

The global and continental aggregates
are compiled from the top 50 countries
only, and estimates are not made for
countries outside that group. It is esti-
mated that all the excluded countries
together would probably have account-
ed for around US$14bn of measurable
leasing business in 2018.

For the purposes of identifying region-
al or continental groups, Turkey is taken
as the eastern extremity of Europe.
Africa is divided from Asia at the Suez
Canal, with Egypt in Africa. The Ameri-
cas are divided at the Panama Canal,

customers during the year. Strictly
speaking, that does not necessarily de-
note new equipment: it could include
second-hand equipment, and sale-and-
lease-back transactions for equipment
already in use by the seller/lessee.

The widespread adoption of hire pur-
chase as a financial instrument for
equipment finance (in some countries,
hire purchase has become the major
source of revenue for leasing compa-
nies) prompted a change in our indus-
try reporting since 2011. Since then, all
reference to leasing and the leasing
sector includes equipment hire pur-
chase.

Real estate leasing is excluded from the
Report. In some countries the national
leasing associations (or other informa-
tion sources) are concerned with the
leasing of land and buildings as well as
that of equipment. Nevertheless, in
most of those cases the primary data
sources make a sufficiently clear dis-
tinction between the two in their own
statistics.

In other cases, some estimating is nec-
essary within the Global Leasing Report
in order to strip out a portion of the re-
ported total leasing activity believed to
represent real estate leasing.

Likewise, consumer credit financing is
excluded. In principle, the dividing line
between leasing and consumer finance
is a simple functional one, that is
whether the equipment is largely for
business use, or primarily for the cus-
tomer’s private non-professional use as
an individual or householder.

This still leaves some problem areas as
to what types of commercial equip-
ment financing transaction should be
counted as leasing. However, in many
countries the line between leases and
other forms of finance is reasonably
clear.

There is no obvious solution as to
where to draw the line on a consistent
basis for all countries. In such problem
areas the approach adopted by the
White Clarke Group Global Leasing Re-
port (within the overriding parameters,
such as excluding both real estate and
consumer transactions) is to follow the
local definition of leasing.

The Global Leasing Report employs US
dollar as the common currency baseline
for country comparisons, using ex-
change rates prevailing at December
31, 2018.

The Outlook

As a conclusion to this Report we al-
ways attempt to forecast the climate
and flavour of the leasing industry dur-
ing the coming years. Of the Top 20
countries, only Sweden failed to report
growth in new business levels in 2018.

The five largest countries in the GLR
ranking (US, China, UK, Germany and
Japan) account for more than 70% of
world volume. Performance in these
countries drives the overall picture of
global business volume and the GLR
data. A focus on these regions can give
us an idea of where we are headed in
future years. More details you find in
the World Leasing Yearbook 2020.

Notes

1) All values are quoted in US dollars.

2) For an in-depth breakdown of the European
data, please see the Leaseurope report in the
World Leasing Yearbook |
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