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Abstract 

Leasing represents a large worldwide industry.  The goal of this paper is to determine which 
macroeconomic indicators have an impact on the leasing industry and what the relationship is 
between them.  Using previous literature and interviews with representatives of the industry, 
indicators are chosen and hypotheses are formed for each.  Using an OLS regression method, 
certain indicators are found to be significant with leasing volume and leasing flow for specific 
countries in North America and Europe.
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Introduction 

 Leasing is a large, growing industry.  Total worldwide leasing volume is over $600 

billion and rising.  8 out of every 10 companies use some form of leasing. Leasing provides 

individuals and companies an alternative option for acquiring goods.  Because of these reasons, it 

is important to understand the determinants of leasing and what leasing is dependent upon.  

The goal of this paper is to attempt to measure the effect that certain economic indicators 

have on the leasing industry.  Using macroeconomic indicators regressed upon leasing volume 

for individual countries, I hope to show what impact certain indicators have on leasing.  This 

study presents two models that are used to determine what effects particular indicators have on 

leasing.  The indicators used in this paper were determined by previous academic studies and 

interviews conducted with representatives in the leasing industry.   

This paper contains 6 sections.  In order to set up the background for this study, the first 

section outlines the foundations of the leasing industry.  Secondly, I summarize literature 

previously written on leasing.  There have been many articles on the microeconomic factors that 

determine leasing and the relationship between credit debt and leasing.  My paper expands upon 

these studies and uses macroeconomic data to explain leasing volume.  The third section is a 

review of interviews with representatives from the leasing industry, which gives a current view 

of the beliefs within the leasing industry.  In the fourth and fifth sections of this paper, the data 

and model for this study are laid out and the regression results are examined.  The final section 

outlines the conclusions and limitations of the model and study. 
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Section 1: Background Information 

What is Leasing? 

Simply put, leasing is one party renting a good or material to another party.  A 

straightforward definition of leasing is, “A contract between two parties where one party (the 

lessor) provides an asset for usage to another party (the lessee) for a specified period of time, in 

return for specified payments (Fletcher, Freeman, Sultanov and Umarov 2005).”  Many 

companies and manufacturers use leasing as a way to acquire new goods and also as a way to 

earn profits.   

Types of Leasing Companies 

A leasing agreement is generally drawn up between two companies or between a 

company and an individual.  The leasing companies themselves fall into one of three groups: 

independent leasing companies, captive finance organizations and lease brokers, or packagers.   

Independent leasing companies, also known as third-party lessors, purchase goods or 

materials from a manufacturer and then lease these items to a lessee.  Such a transaction 

generally involves 3 parties; the lessor (independent leasing company), the manufacturer (whose 

only role is to sell the good to the lessor) and the lessee.  Most banks, thrift institutions and 

insurance companies are also considered independent leasing companies.   

A captive finance organization exists when the manufacturer decides to create its own 

leasing company to finance their own equipment.  The main reason for this type of set up is that 

by leasing its own product, the manufacturer is able to offer more sales options, which 

theoretically could increase sales.  In this type of arrangement there are two parties, the lessor 

(captive finance organization) and the lessee.   
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The third type of leasing company is known as a lease broker, or packager.  The broker 

brings the lessor and the lessee together and usually has no ties to the product once the lease ends.  

The broker takes a small commission on the transaction.  This type of lease is difficult to 

orchestrate and the least used method of the three. 

Types of Leases 

There are two main types of leases; a finance lease and an operating lease.  

The finance, also called capital, lease is the most common type of lease, with finance leases 

being used roughly two and a half to three times as much as operating leases.  Under this kind of 

lease, the lessee usually has control of the good for the majority of the good’s lifespan. The 

International Financial Reporting Standards (IFRS) defines something as a finance lease if one of 

the following scenarios occurs: 

 ownership of the good is automatically transferred to the lessee at the end of the lease  
 the lessee has the option to purchase the asset at a price which is expected to be 

sufficiently lower than fair value at the date the option becomes exercisable that, at 
the inception of the lease, it is reasonably certain that the option will be exercised  

 the lease term is for the major part of the economic life of the asset, even if title is not 
transferred  

 at the inception of the lease, the present value of the minimum lease payments 
amounts to at least substantially all of the fair value of the leased asset  

 the lease assets are of a specialized nature such that only the lessee can use them 
without major modifications being made 

 

An operating lease is similar to a finance lease in that both types of leases have scheduled 

payments.  The main difference between the two is that an operating lease usually lasts for a 

relatively short amount of time when compared to a finance lease.  Operating leases are usually 

an agreement for usage only and the property transfers back to the owner.  In most ways an 

operating lease is a true rental agreement.  What makes operating leases attractive to companies 

is that they usually do not show up on company balance sheets.  This is different than finance 
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leases, which count towards a company’s debt.  Common examples of operating leases are the 

renting of an apartment or automobile.  The renting of an apartment is an operating lease because 

the agreement is a short amount of time relative to the lifespan of the apartment and ownership 

rarely changes from the lessor to the lessee.  The leasing of an automobile is considered an 

operating lease because the agreement is also a relative short amount of time and the amount 

paid during the lease agreement is only a portion of what it is worth.   

Why Does Leasing Exist? 

 When asking the question why leasing exists, one must look at it from the perspectives of 

both the lessee and the lessor.  Both groups want the process to work in their favor, and in 

successful leases that can very well be the case.  When both groups have researched the 

opportunity and understand the risks, all parties involved can walk away happy.   

Reasons for Lessees to Lease 

Lower Cost 

One reason to lease a good is that there is generally a lower cost in terms of monthly or 

annual payments associated with leasing.  Lease payments are almost always cheaper than if one 

were to buy the same good.  This is typically because the lease does not cover the entire life of a 

good and therefore the lessee is only paying for the use of the good over a specified period.   

Take the case of leasing a car.  This type of lease is generally short (2-3 years) and the car 

must be returned or purchased (which could cost more than what was paid over the life of the 

lease) at the end of the lease.  In this case, the lessee is paying simply for the use of a portion of 

the car’s lifespan 

Risk of Obsolescence  
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Many companies and individuals choose to lease is because it is a way to avoid the risk 

of something becoming obsolete.  This is especially the case when dealing with technology 

leases.  A good such as a computer can be rendered near useless, relative to new technology, in 

the matter of a few years.  Because of this, many companies prefer to lease these types of items 

and replace them periodically.  This enables the companies to be flexible and always have 

current technology while paying less than 100% of the total cost of the good.   

Leasing also transfers more of the risk that the good may lose significant value to the 

lessor, because the lessor usually retains ownership at the end of such a lease.  The reason the 

lessor may be willing to take this risk is because they know that what is obsolete to one person 

may be valuable to another and they are usually better equipped to resell or re-lease the good.   

Flexibility and Convenience  

Leasing can also be an advantage for a company or individual because some leases have 

an option to buy the good at the end of the lease.  This offers the lessee flexibility when having 

to purchase a good.  While the lessee may pay more than what the good is worth between the 

lease payments and the end purchase price (ultimately giving the lessor profits), this comes in 

exchange for being able to test the good for a period of time and being able to become 

comfortable with the good.  Most individuals would pay extra in order to be able to choose 

whether to return something long after they have started to use it or to give it back with no 

further payments.  The end purchase option on a lease gives the lessee this option.   

Leasing also offers a way to bundle together costs of a good.  Costs such as sales tax and 

insurance can be incorporated into lease payments, lowering upfront costs.  This is beneficial to 

individuals or companies with fewer resources or who are anticipating revenue.   

Reasons for the Lessor to Lease 
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Maximize Profits 

The first reason for lessors to lease, to make profits, is straightforward.  The main ways to 

accomplish this are to structure the payment schedule so that the lessee pays more over the lease 

than it costs to acquire the good or to earn more by leasing the good and then selling it than the 

good cost to acquire.  How profits are made differ from company to company.  Most have 

complex equations and regulations that are used when deciding whether to lease a good to a 

customer.  While a lease is generally easier to acquire for a lessee than a loan, the lessor must be 

sure not to take on excessive risk.   

Tax Benefits 

The other main reason lessors choose to lease is because of the many tax benefits 

available.  If a company follows certain guidelines set forth by the IRS, they are eligible for tax 

benefits specific to leasing.  These benefits include; “Accelerated depreciation, gross profit tax 

deferral, the Investment Tax Credit (ITC) and tax-exempt interest income on municipal leases to 

qualifying state, county and city governments (Halladay & Amembal 2005).”  By using these 

benefits to their advantage, companies are able to profit from leasing by charging customers 

more over the life of the lease than it costs to acquire the good.  These benefits can also be 

passed down to the lessee to make the lease more attractive.   

Risks of Leasing 

 As pointed out in the benefits section, leasing can be beneficial for all parties.  But not all 

leases are good leases.  Like any transaction, there are inherent risks in leasing for both the lessee 

and the lessor and even the best leases can carry significant risk.  

Risks for the Lessee  

Termination Fees  
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 Most leases have costly early termination fees that are built in at the insistence of the 

lessor because the lessor wants to ensure that the lease is seen through to the end.  This hurts the 

lessee because if they lease a good and find out soon after that they do not need or like it, they 

either have to pay a large penalty to return it and stop the payments or they have to continue to 

make payments on something they no longer want or have a need for.   

Stipulations 

 A different sort of risk for lessees is that once they decide to lease a good, they are no 

longer in control of that good.  What this means is that they do not own it and have to use it with 

stipulations set by someone else, which can include a mileage limit on a leased car or a limit to 

how many copies a copier can make.  While any limitations should be known beforehand, they 

can quickly become a burden when trying to use a good.   

Loss of Equity 

By not owning a good, the lessee loses any equity stake in the good.  While this may 

seem obvious, the lessee obtains no return on the good itself.  Unlike taking a loan to buy a good, 

the payments for a lease go simply to the right to use the good.  While many leases have an 

option to purchase at the end of the lease, the lessee usually must pay a fair price for the good, 

meaning the same price anyone else would pay for a similar good.   

Risks for the Lessor 

Lessee Default 

 The main risk and biggest fear for the lessor is that the lessee will default on payments 

and have to return the good.  While many leases have early termination penalties built in, if the 

lessee cannot make payments, they most likely will not be able to pay the termination fee.  

Defaulting on the good hurts the lessor in several ways.   
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By having the lessee return the good early, the lessor has to sell or re-lease the good 

sooner than expected.  This hurts the lessor in that they lose the scheduled payments on the good 

and also have to devote resources that could be used for other projects to getting rid of a good 

that was supposed to already be leased or sold.  The lessor can attempt to mitigate this risk by 

doing credit and background checks, but much like loans, no lease is ever foolproof.   

The End of the Lease 

 A risk that all lessors take on and know from the beginning is the question of what to do 

with the good after the lease is over.  Some leases result in the lessee receiving ownership of the 

good or buying it, but for many leases, the good is simply returned to the lessor.  While most 

lessors have an idea of what they are going to do with the good after the lease is completed, they 

are taking on the risk that they will actually be able to do something with that good.  While they 

may be better equipped than the average person or company to re-lease or sell the good, there is 

always the chance they will not be successful and have to sit on the good, watching its value 

decrease with time.  

  

  

  

  

 

 

 

 

 

Lessee Benefits Lessee Risks 

Lower Payments Termination Fees

Less Risk of 
Obsolescence 

Strict Stipulations

Flexibility/ 
Convenience 

Loss of Equity 

Lessor Benefits Lessor Risks 

Profits Lessee Default 

Tax Benefits 
Reselling/Re-

leasing the good 

  

Table 1.1 – Lessor Benefits/Risks  Table 1.2 – Lessee Benefits/Risks
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Section 2: Previous Literature and Studies  

 Many studies done on the leasing industry find that smaller companies are more likely to 

lease than larger companies.  The study Determinants of the Choice Leasing Vs Bank Loan: 

Evidence from the French SME by KACM (Severin & Filareto-Deghaye 2007) finds that small to 

medium companies tend to use leasing more when they are young because they represent a 

higher risk of failure.  The same study also finds a significant relationship between credit 

rationing and the use of leasing.  A similar study The Determinants of financial Structure: New 

Insights from Business Start-Ups (Huyghebaert & Van de Gucht 2002) suggests that start-ups 

and smaller firms use leasing to compensate for lower bank debt and an inability to use debt as 

financing.   Leasing Decision, Banking Debt and Moral Hazard (De Bodt, Filareto & Lobez) 

find that size, debt maturity and liquidity have a significant impact on leasing.  The study Lease-

Debt Substitutability in the UK Using a Comprehensive Leasing Measure (Beattie, Goodacre & 

Thomson) finds that liquidity has a negative relationship on leasing and does not find size or tax 

rate to be significant.   

While the above studies find that many smaller to medium sized companies lease more 

than larger companies, a larger debate comes from asking what leasing is dependent upon.  Debt, 

Lease, Taxes and the Endogeneity of Corporate Ta Status (Graham, Lemmon & Schallheim 

1998) find firms with low tax rates tend to lease more and have lower debt levels than high tax 

rate firms.  The article Some Empirical Evidence on the Use of Financial Leases (Finucane 1988) 

finds that debt ratio, presence of mortgage debt, presence of restrictions on leasing and debt 

rating to be significantly related to the degree of leasing in a firm.  The same study does not find 

tax rate to be significantly tied to leasing.  
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 Several studies suggest that some aspects of leasing are difficult to explain.  The study 

The Effect of Lease Data on the Predictive Ability of Financial Ratios (Elam 1975) attempts to 

find if capitalization of non-purchase leases will enable the financial statement user to more 

accurately predict firm bankruptcy than present reporting practices.  The author ultimately 

cannot prove or disprove the hypothesis that the addition of capitalized lease data to a firm’s 

financial statements will increase the power of affected financial ratios.   The study Further 

Evidence on the Terms of Financial Lease (Crawford, Harper & McConnell 1981) seeks to look 

into why there are peculiarly high yields on lease contracts when compared with those that are 

generally equivalent debt securities.  Through their research, they cannot find statistically why 

leases are used when their interest rates are comparably much higher than those of debt payments.  

They suggest that leases may have systematic differences that are not widely recognized.    

 The paper The Leasing Puzzle (Ang & Peterson 1984) sparked much debate within 

empirical leasing studies.  Before the study, traditional thinking was that leasing and debt were 

substitutes and was widely accepted.  This paper set out to find the extent to which leases 

displace debt.  The initial hypothesis assumed that the two were substitutes.  The study used a 

Tobit model using separate models to measure leasing ratio and debt ratio.  The independent 

variables used were operating leases, sales variability, profitability, expected growth, size and 

liquidity. The data that used was a study of 589-616 firms from 1976-1981.  Their results were 

surprising in that they found leasing and debt to be complements.  They reasoned that this might 

be because of market inefficiencies for debt and debt-like securities and because those 

differences may not be discernible through current debt information available.  The paper ended 

by stating that it hoped to spark more research on the subject, which happened fairly quickly.   
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 More studies followed on the question of whether leasing and debt are substitutes or 

complements.  In the paper Are Debt and Leasing Substitutes? (Lewis & Schallheim 1992), the 

authors believe that the optimal leasing and capital structure decision is determined 

endogenously, and they do not assume that leasing and debt are substitutes.  Using these 

assumptions, the study replicates and expands the model seen in the Ang and Peterson paper.  

Their model was a two-date state-preference model in which firms make leasing and debt 

decisions at time zero and uncertainty is resolved at the end of the period.  What the study found 

was that a firm optimally uses a greater proportion of debt with leasing than if it was restricted to 

just debt.  They could not reject the null hypothesis, inferring that debt and leases can be 

complements.    

 The results of several papers supported the theoretical hypothesis that leasing and debt 

are substitutes.  The studies Are Leases and Debt Substitutes? Evidence from Belgian Firms 

(Deloof & Verschueren 1999), Leasing and Debt Financing: Substitutes or Complements? (Yan 

2006) and Lease-Debt Substitutability in the UK using a Comprehensive Leasing Measure 

(Beattie, Goodacre & Thomson 1998) all find that leasing displaces debt in some capacity.  

Yan’s model in particular expands on the Ang & Peterson model, only to find distinctly different 

results than the original study.    

 The study Determinants of Financial Leasing in Jordan (Bawaneh & Al-Shiab) conducts 

a similar test to the one found later in this paper.  Using data obtained from questionnaires, the 

researchers examine the impact of variables on financial leasing volume in Jordan.  The 

independent variables used are tax and accounting issues, legislations and marketing information 

taken from their questionnaire.  Using an OLS regression, they found that all variables had 
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positive effects but only the tax accounting variable was significant.  The model seen later on in 

this paper uses macroeconomic indicators in place of tax and accounting variables.   

 Unemployment would seem to have a significant impact on the volume of leasing 

because, if unemployment is high, many companies may be in a troubled period. The study An 

Empirical Test of a Contingent Claims Lease Valuation Model (Stanton & Wallace 2009) 

attempts to find a simple real estate lease pricing model.  Their findings suggest significant 

mispricing for real estate leases.  One of the models used to test this incorporated certain 

economic indicators.  The model tested indicators such as CPI, unemployment and average 

household consumption expenditures on leasing terms in metropolitan cities.  In the model, the 

only significant variable was unemployment, which had a significant and positive relationship on 

the leasing rates.  This suggests that as unemployment rises, leasing volume should follow.  

 Interest rates seemingly have a direct impact on leasing.  Interest rates dictate how much 

a specific lease costs.  The study Macroprudential Indicators of Financial System Soundness 

(IMF Paper 2000, Evans, Leone, Gill & Hilbers) finds that financial banking institutions tend to 

be stressed under high interest rates.  This, along with the findings in Leasing Indicators for 

Monitoring the Stability of Asset and Financial Markets in Asia and the Pacific (Bhattacharay & 

Nerb 2002) that sharp increases in interest rates signal a tight liquidity situation, suggest that 

when interest rates are high, credit is difficult to obtain.  Because of this, it stands to reason that 

when interest rates go up, leasing volume should rise with it.   

 There is a high volume of academic literature that examines the effect of microeconomic 

variables on leasing and also the relationship between leasing and credit.  From reviewing 

previous literature, there is a relative lack of studies that look at the effect of macroeconomic 
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factors on leasing volume.  This study attempts to expand on the opportunity to explore the 

relationship between macroeconomic indicators and the leasing industry.   

 

Section 3: Interview Summary 
  

 For the interview process, questionnaire surveys were sent to 8 leasing companies, two of 

which were returned.   Two face to face interviews were conducted.  One was with a 

representative of a financial leasing firm and one was done at an automobile dealership.  An 

email correspondence was also done with a different representative of the financial leasing 

company.  An additional phone interview was conducted with a separate automobile dealership.  

In total, including survey responses, 6 different leasing representatives supplied answers for this 

interview section.   

The survey consisted of questions in which the respondents were asked to define leasing, 

common examples of lessees, what percentage of people lease and buy, when is the best time to 

lease, whether leasing is affected by business downturns, how competition works within the 

leasing industry, if buying is preferred at the end of the lease and whether a company would 

prefer to sell or lease a good.   In addition to the aforementioned industry questions, the 

representatives were asked for their opinions on what economic indicators impact leasing and 

what effect those indicators have on the overall industry.   

 Responses for why leasing is offered and the benefits of leasing were similar to the 

reasons supplied in the background section of this paper.  Commonly cited reasons to lease 

included increased flexibility, lower monthly payments and less risk of obsolescence.  The 

automobile dealerships stated that being able to have the latest model and technology was a 

common reason many cars are leased.   
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 Similar responses were given from both the leasing companies and the dealerships when 

asked what percentage of people lease and buy.  Answers from the leasing companies were 

usually that roughly 80 percent of all businesses use leasing of some form.  The dealerships 

replied that generally 20-30% of car sales are leases.  Luxury dealerships lease in the 25-30% 

range and non-luxury dealerships generally lease 20-25% of their stock.  The stated reason for 

this is because wealthier individuals generally want the latest model and tend to lease more often. 

 Common replies about the best time to lease stated that companies who know they will 

not be using a good for a long period of time and for companies or individuals with little upfront 

capital are in the best positions.  The shorter terms and fewer obligations of a lease are designed 

to help those with these issues.   

 When asked how they compete with other companies that offer leasing, answers from the 

financial leasing company and dealerships differed slightly.  The financial leasing companies 

stated that a leasing company needs to have a quality network of vendor partners for which it can 

go to market.  Once partnerships have been made with marketable and desirable vendor partners, 

a leasing company must ensure that it has a quality facility that can both sell and manage leases 

across the value chain.  The dealerships had different methods for separating themselves from 

the competition.  One dealership stated that you cannot change the cars, so you have to change 

other aspects.  This usually involves marketing, changing the terms and interest rates on the lease, 

and lowering the necessary money down on the lease.  

 Goods can have three different outcomes once a lease ends.  The leased good can be 

returned to the lessor, the good can be bought or the good can be leased again.  When asked if 

buying the good at the end of the lease is preferred for the leasing company, the leasing 

companies and dealerships again had slightly different answers.  



15 
 

 The leasing companies replied that the preferred method for any leasing company is 

almost always to have the lease roll over into another term, re-leasing the good.  If the only 

option is to sell the equipment or take it back, selling is the preferred outcome of a lease in the 

eyes of the lessor.  Should the lessee decide to purchase the equipment at the end of a leasing 

term the lessor will make money – small fee built into the sale – and save money – transport, re-

marketing, etc. – on the transaction.   

The dealerships replied that it usually does not matter to the dealership if the car is 

bought at the end of the lease because they have already made their profit.  For dealerships, the 

same profit is made of a sale or a lease.  A vehicle that is returned at the end of a lease typically 

goes back to the manufacturer, not the dealership.  Something to note about dealerships is that 

the cars are usually returned at the end of a lease because one the main reasons customers choose 

to lease is to continually get the latest model.   

 When discussing the length of a typical lease, the responses of the leasing companies 

only matter because essentially all car leases are between 24-40 months.  This is not the case for 

other goods.  From the surveys sent back from the leasing companies, lengths of leases depend 

on the market segment. The length of a lease usually depends on the type of equipment.  Office 

equipment leases are shorter due to equipment obsolescence (computers, telecom, fax machines, 

etc.), commercial and industrial leases are longer due to the usefulness and durability of 

equipment (cranes, forklifts, etc.) and healthcare equipment leases  are longer due to the strategic 

nature of the equipment (MRI machine, X-ray machine, etc.).    

Statements on Economic Indicators 

Credit as a Substitute or Complement 
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Responses were mixed when asked whether credit and leasing are substitutes or 

complements.  The leasing companies stated when credit from financial institutions becomes 

scare, leasing is positively impacted in that many customers who ordinary would tap their credit 

line will instead look to a $1 buy-out lease.  

 However, business downturns can significantly impact leasing companies in the form of 

delinquency and default.  As consumer spending goes down, the overall sales of certain 

customers follows suit.  When customers do not have the steady income stream that they had 

originally budgeted for when a lease was first originated, the customer becomes susceptible to 

missing payments and possibly even defaulting on a lease. The dealerships responses were 

similar, stating that while overall business downturns affect both leasing and credit, and during 

these times, leases usually increase relative to credit purchases.  

 Like the previous academic literature, leasing representatives have mixed opinions on 

whether leasing and credit are substitutes or complements.  Because of this, no firm hypothesis 

can be made on this variable in the empirical section.  

Interest Rates 

 When asked what effect interest rates have on leasing, most respondents stated that 

higher interest rates negatively impact leasing.  The reason for this is that higher interest rates 

lead to higher payments.   

 Some responses hesitantly believed that higher interest rates should have a negative 

impact on leasing volume, but said that in some circumstances they could also lead to an increase 

in leasing.  This is because, as stated above in the credit variable section, higher interest rates 

make credit difficult to obtain.  When consumers cannot obtain credit, they sometimes use 

leasing as an alternative.  



17 
 

 Because of these responses, the hypothesis of this paper is for interest rates to have a 

negative impact on leasing, but a positive coefficient would not be particularly surprising.  

Unemployment 

 The responses when asked what effect unemployment rates would have on leasing were 

similar to those given for interest rates.  Most answered that higher unemployment should lead to 

lower leasing volume, stating that when unemployment is high, companies and individuals tend 

to purchase fewer goods.  

 Like interest rates, some respondents were cautious to state that although high 

unemployment rates should theoretically lead to a decrease in leasing, the relative unavailability 

of credit during times of high unemployment could push more companies and individuals to 

leasing.  

 From the responses given, the expected coefficient on unemployment is negative but 

some respondents stated that unemployment may have a positive effect on leasing.   

GDP 

 When asked what the expected effect GDP would have on leasing, all responses stated 

that leasing should generally move with GDP.  The reason for this is both GDP and leasing 

volume should grow over time, and that during times of negative GDP growth, many industries 

are negatively affected.  For this reason, the GDP variable is expected to positive.   

The goal of interviewing leasing representatives was to learn about leasing from those 

who have a first-hand perspective of the industry.  By gaining of leasing as a business, I would 

able to ascertain what indicators the industry believes have an impact on leasing.  With this 

information, I was able to determine which indicators would be used as variables in this study, 

and formulate hypotheses for each indicator.   
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Section 4: Data/Model/Hypotheses 

Data 

The data for this paper comes from two main sources.  The leasing volume data is taken 

from the World Leasing Yearbook for the years 1993-2007.  Leasing volume is in terms of 

overall leasing volume by country, excluding automobile leases and apartment and housing 

leases.  The reason these leases are not included in the data is because they are considered 

operating leases, which are typically off-balance sheet leases.  All other data was taken from the 

IMF and IFS databases.  This includes GDP, unemployment rates, credit data (claims on private 

sector), interest rates, and exchange rates.  The years for this data were used to correspond with 

the available leasing data.  The countries chosen for this study are Canada, France, Germany, 

Italy, Spain, Sweden, UK and US.  The reason these countries were chosen is because North 

American and Europe 

have the largest total 

leasing volume and these 

countries have some of 

the largest leasing 

volumes in terms of 

percentage of GDP.   

Hypotheses 

 As noted in the literature survey, most academic leasing studies focus on microeconomic 

determinants.  From my interview process, financial leasing companies and other industries seem 

to have an interest in the effect of indicators on leasing volume.  Because research on the effect 

Table 4.1 – Leasing and Credit Changes as a % of GDP
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of macroeconomic indicators on the leasing industry is not as prevalent as microeconomic 

studies, I have used the interviews as a gauge of which indicators seem to have an impact and a 

small amount of academic studies to formulate hypotheses for each indicator.  The specific 

indicators used in this study are GDP, GDP deviation (Y-Y1), unemployment and country level 

interest rates.  Credit-GDP ratio is also used. 

GDP 

 GDP is being used as a growth factor variable.  It stands to reason that leasing should 

largely follow GDP in many countries because both generally rise.  The main belief from the 

interviews is that leasing should move with GDP.  

Deviation (Y-Y1) 

 When deviation is positive, it means that GDP is above the potential level.  This implies 

that that output is above potential, meaning most industries should be growing.  Because of this, 

when deviation is positive, it stands to reason that leasing should rise.  

Unemployment 

Theoretically, unemployment should hurt leasing.  From the interviews reported earlier in 

the paper, unemployment is expected to have a negative effect on leasing. This means that as 

unemployment rises, leasing should fall.  While most respondents stated that unemployment 

should have a negative effect on leasing, some stated that there is a possibility that higher 

unemployment could lead to higher leasing volume. 

There is further reason to believe that unemployment could possibly have a positive 

effect on leasing.  In a model taken from An Empirical Test of a Contingent Claims Lease 

Valuation Model (Stanton & Wallace 2009), the only significant variable in a particular 
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regression analysis was unemployment, which had a significant and positive relationship on the 

leasing rates.  This suggests that as unemployment rises, leasing volume should follow.   

Interest Rates 

 Leasing is largely dependent on interest rates.  Much like credit, leasing becomes more 

expensive as interest rates rise.  Because of this, it is expected that as interest rates go up, leasing 

will fall.  This is corroborated from the interview process.   

Since it is not completely understood whether leasing and credit are substitutes or 

complements, interest rates rising may have a positive effect on leasing.  The study 

Macroprudential Indicators of Financial System Soundness (IMF Paper 2000, Evans, Leone, Gill 

& Hilbers) finds that financial banking institutions tend to be stressed under high interest rates.  

This, along with the findings in Leasing Indicators for Monitoring the Stability of Asset and 

Financial Markets in Asia and the Pacific (Bhattacharay & Nerb 2002) that sharp increases in 

interest rates signal a tight liquidity situation, suggests that when interest rates are high, credit is 

difficult to obtain.  This may mean that leasing could rise with higher interest rates.  

Credit-GDP Ratio 

The expected coefficient 

on the credit-GDP ratio variable 

(Claims on private sector/Nominal 

GDP) is undetermined.  Logically, 

it makes sense that leasing and 

credit debt should be substitutes.  

They essentially play the same 

role for a person or firm.  The question should be whether to lease or to use credit, which should 

Variable  Expected Coefficient  

  

Real GDP  Positive  

Deviation Positive 

Unemployment Negative (Possibly Positive)  

Interest Rate Negative (Possibly Positive)  

Credit-GDP Ratio  Undetermined  

Table 4.2 – Coefficient Hypotheses 
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in turn mean that if one goes up in quantity, the other should go down.  Because both leases and 

debt are fixed obligations that reduce a firm’s debt capacity, finance theory states that the two 

should be substitutes.  But the empirical world has a different theory, or two different, opposite 

theories.  The first theory is the theoretical opinion, that leasing and debt are substitutes and 

move inversely of each other.  The second theory is that leasing and debt are complements and 

move in unison with one another.   

 

Model 

The model in this study uses two separate dependent variables measured against the same 

independent variables.  The dependent variables are overall leasing volume and leasing flow 

(measured as change in leasing volume).  In order to make the models comparable from country 

to country, the dependent variables were divided by nominal GDP to weight all countries the 

same.  The leasing flow/GDP variable was multiplied by 1000 for each country in order to make 

the coefficients manageable and readable.  The independent variables for each model are Real 

GDP, Nominal GDP deviation (deviation from trend (Y-Y1)), unemployment, interest rates and 

credit-GDP ratio (measured as claims on private sector/nominal GDP) for each individual 

country.  These models look like: 

 

Leasing Volume/Nominal GDP = B0 + B1(Real GDP) + B2(Deviation) + B3(Unemployment) + 

B4(Interest Rate) + B5(Credit-GDP ratio) 

 

(Leasing Flow/Nominal GDP)* 1000 = B0 + B1(Real GDP) + B2(Deviation) + 

B3(Unemployment) + B4(Interest Rate) + B5(Credit-GDP ratio) 
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Section 5: Results and Analysis 

Because two different models were used, the results for each country fall into different 

groups.  The results of the regressions boil down to each of the countries fitting into one of two 

groups.  The first group of countries has significant results for both leasing flow and leasing 

volume.  The second group of countries has significant results for only leasing volume.  One 

country had no significant results for either flow or volume.  

Significant Results for Flow and Volume 

US 

The findings for the US show significant results for many of the variables, but differing 

signs for leasing flow and volume.  For leasing flow as a percentage of GDP; deviation, 

unemployment and interest rates were positive and significant.  Real GDP and credit-GDP ratio 

were not significant when run with leasing flow. 

The results were different, and more in line with what 

was expected, for leasing volume in the US. Deviation was 

positive while both unemployment and interest rates were 

negative.  Credit-GDP ratio was also negative.  This implies 

that leasing and credit are substitutes in the US.  Real GDP 

was not significant for leasing volume.  

The results for the US were essentially as expected for the leasing volume regressions.  

All coefficients had the anticipated signs and all but real GDP were significant. This was not 

quite the case for leasing flow.  Deviation had the expected sign, but unemployment rate and 

interest rate were positive when the hypothesis was negative.  This could be explained by the 

 US  

 Lease 
Flow  

Lease 
Volume 

Real GDP    

Deviation  + + 

Unemployment  + - 

Interest rate  + - 

Credit Flow   - 

Table 5.1 – US Regression Results
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alternative hypotheses earlier in this paper.  A previous study found unemployment to have a 

positive effect on leasing rental rates.  This could be the case when looking at leasing flow in the 

US.  Interest rate also had a positive effect on leasing flow, meaning that higher interest rates 

cause a higher leasing flow in the US.  This could be partially explained by the fact that higher 

interest rates hurt a bank’s liquidity and make credit harder to obtain.  This unavailability of 

credit could lead individuals and companies to use leasing as a means of obtaining goods.   

Spain 

The regressions for Spain occur as expected for all variables.   

For leasing flow, deviation was positive and the interest rate variable was negative.  Real 

GDP, unemployment and credit-GDP ratio were not significant for leasing flow in Spain.  

For leasing volume in Spain, deviation was positive 

while both unemployment and interest rates were negative.  

Real GDP and credit-GDP ratio were not significant for 

leasing volume in Spain.  

All significant variables had the expected signs for 

their coefficients.  This means that in Spain, when GDP is 

above potential, leasing rises.  When unemployment and 

interest rates rise, leasing falls.   

France 

The results for France are as expected with one exception in leasing flow.  

For leasing flow as a percentage of GDP, deviation was positive while unemployment 

was negative.  The interest rate variable was positive, which was unexpected.  Real GDP and 

credit-GDP ratio were not significant.  

 Spain  

 Lease 
Flow  

Lease 
Volume 

Real GDP    

Deviation  + + 

Unemployment   - 

Interest rate  -  

Credit Flow    

Table 5.2 –Spain Regression Results
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For leasing volume, unemployment and interest rate variables had negative coefficients.  

Real GDP, deviation and credit-GDP ratio were not significant.  

Leasing flow in France moves as expected for deviation and unemployment, implying 

that the economy is above potential, leasing flow rises and that 

leasing flow falls as the unemployment rises.  What was not 

expected was a positive coefficient for interest rates.  This 

implies that leasing flow rises as interest rates rise.  This could 

possibly be explained by people and companies leasing more 

when interest rates are high due to tight liquidity situations in 

banks making credit difficult to obtain.  

 

Significant Results for Volume Only 

The following countries had significant results for variables only when run with leasing 

volume as the dependent variable.  

Italy 

When regressed upon leasing volume in Italy, real GDP and deviation were positive and 

the interest rate variable was negative. Unemployment and credit-GDP 

ratio were not significant for leasing volume in Italy.  

Results in Italy were mixed in regards to expectations.  Real GDP 

is expected to be positive because leasing is supposed to move with GDP.  

Leasing volume falls when interest rates rise, as expected, meaning 

higher interest rates lead lower overall leasing volume.  The one result 

that was not expected for Italy was a negative coefficient for the deviation 

 France  

 Lease 
Flow  

Lease 
Volume 

Real GDP    

Deviation  +  

Unemployment  - - 

Interest rate  + - 

Credit Flow    

Italy  

 Lease 
Volume 

Real GDP  + 

Deviation  - 

Unemployment  

Interest Rate  - 

Credit Flow   

Table 5.3 –France Regression Results

Table 5.4 –Italy Regression Results
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variable.  This suggests that leasing volume falls when GDP is above the trend line.  One 

possible explanation for this is that when the economy is above potential, when deviation is 

positive, people and companies choose to use credit or buy outright more often.  This would lead 

to a lower leasing volume in what should be good economic times. 

 

Canada 

 For leasing volume in Canada, deviation was positive while 

unemployment and the interest rate variables were negative.   

All significant variables for leasing volume in Canada had the 

expected coefficients.  What this means is that when the economy is above 

the trend, when deviation is positive, leasing volume rises.  When interest 

rates and unemployment rise, leasing volume falls.   

 

Germany 

The leasing volume regression for Germany resulted in real GDP being positive with 

deviation and interest rate being negative.  Unemployment and credit-GDP ratio were not 

significant. 

 Real GDP and interest rate had the expected signs for Germany. 

This implies that leasing generally follows GDP and that as interest rates 

rise, leasing volume falls.  The unexpected sign came from deviation.  

Deviation being negative suggests that when GDP is below the expected 

level, leasing rises.  This could be because, like in Italy, when deviation 

is positive, people and companies may buy or use credit more often, 

Canada  

 Lease 
Volume 

Real GDP   

Deviation  + 

Unemployment - 

Interest Rate  - 

Credit Flow   

Germany  

 Lease 
Volume 

Real GDP  + 

Deviation  - 

Unemployment  

Interest Rate  - 

Credit Flow   

Table 5.5 –Canada Regression Results

Table 5.6 –Germany Regression Results
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making leasing fall. It then rises when deviation is negative, suggesting that leasing is more 

prevalent when GDP is lower than the trend.  

 

Sweden 

 For the Sweden leasing volume regression, real GDP was positive while deviation and 

credit-GDP ratio were negative.   

 Deviation being negative is almost looking like a trend in Europe.  Deviation was 

positive for the two North American countries, but 3 of the 5 European 

countries show a negative coefficient in regards to deviation.  This 

could be coincidence or because of a small sample size of countries, but 

it could also suggest that deviation works differently for different 

continents.  Leasing in North America may be more prevalent when the 

economy is above the expected trend line and it may be just the opposite 

for most European countries.   

 

No Significant Results 

 The UK showed no significant results for either leasing volume or leasing flow.  

Pooled Data Regressions 

Leasing Volume 

 All countries were combined into one regression with a dummy variable given to every 

country but Sweden.  The results for leasing volume show few significant variables.  

Unemployment is negative and significant at the 10% level and the Canada dummy variable is 

negative and significant at the 1% level. 

Sweden  

 Lease 
Volume 

Real GDP  + 

Deviation  - 

Unemployment  

Interest Rate   

Credit Flow  - 

Table 5.7 –Sweden Regression Results
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Leasing Flow 

 The pooled leasing flow regression shows real GDP to be negative and significant at the 

5% level, deviation to be positive and significant at the 1% level and unemployment to be 

negative and significant at the 1% level.  

 These results support the hypotheses for two of the main variables in this model.  

Deviation being positive suggests that leasing flow rise when GDP is above the trend and 

unemployment being negative implies that leasing flow falls as unemployment rises.  Real GDP 

being negative is not generally expected, and was not the case for any individual country, and 

may be attributed to different fluctuations and exchange rate issues from each of the countries.   

 

Section 6: Conclusions and Limitations 

 The overall goal of this study was to determine what specific economic indicators had an 

impact on the leasing industry and to determine the relationship between the indicators and 

leasing.  In order to decide which indicators would be included in the model, representatives of 

the leasing industry were interviewed.  From these interviews certain hypotheses were made for 

each included indicator.   

 The results for the included indicators came out generally as expected.  Using regression 

analysis to determine the effect each indicator had on leasing volume and leasing flow, GDP 

generally had a positive relationship in all significant cases (which was expected), GDP 

deviation was generally positive (expected) and both unemployment and interest rate typically 

had a negative impact(expected).  Credit-GDP ratio was only significant in 2 of the 8 included 

countries.  While both of the significant coefficients were negative (suggesting that leasing and 
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credit are substitutes), it cannot be concluded definitively whether leasing and credit are 

substitutes or complements.   

Problems/Limitations of Paper 

Most leasing studies look at microeconomic indicators and their effect on leasing. While 

the macroeconomic aspect of this study is something that sets it apart from other studies, it is 

also a weakness in that there is very little to compare it against.  Because tax incentives play such 

a large role in leasing, the use of a tax variable could have added to the explanatory power of the 

model, but it was difficult to put in a tax variable for each country. Because different countries 

were examined, only so many indicators were available for all countries, limiting the number of 

variables that could be included in the model.  

The data used in this study is rather simple.  It does not contain leasing totals for 

automobiles or housing and apartment rentals.  Being able to classify leasing volume by industry 

sector could theoretically help make certain variables significant.   

 Despite these problems and limitations, this paper can conclude that more research can be 

done to study the connection between macroeconomic indicators and the leasing industry.  My 

results have shown that certain indicators have a significant relationship with leasing volume.  

With more data from both a country and leasing industry perspective, further exploration of the 

effects that indicators have on the leasing industry is possible.   
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Appendix A – US Regression Results 

 

  

Lease 
Flow % of 

GDP 

Lease 
Flow % of 

GDP  

Lease 
Flow % of 

GDP 

Lease 
Flow % of 

GDP 

Lease 
Flow % of 

GDP 

Lease 
Flow % of 

GDP 

Lease 
Flow % of 

GDP 

Intercept  0.6654  ‐2.6727  ‐2.2715  ‐14.0970  ‐2.0503  ‐3.1459  ‐0.0671 

   0.5551  1.3346*  1.3243  6.0417**  8.5557  8.4366  9.3156 

Real GDP                  ‐0.0005  0.0021 

                  0.0003  0.0031 

Deviation  0.0080     0.0057  0.0135  0.0105  0.0112  0.0083 

   0.0048     0.0042  0.0054**  0.0051*  0.0051*  0.0062 
Unemploy
ment           2.1250  1.2037  1.2889  1.0465 

            1.0650*  1.0839  1.0889  1.1432 
Interest 
Rate     0.7938  0.6976  0.9414  0.7890  0.7714  0.8864 

      .2949**  .2939**  0.2879***  0.2724**  0.2814**  0.3167** 

Credit‐GDP              ‐0.1329     ‐0.6248 

               0.0728     0.7393 

                       

Adjusted R2  0.12425562  0.32442087  0.36817985  0.50291269  0.59681564  0.58407544  0.57044073 

F  2.84451447  7.24274964  4.7877371  5.38411583  5.81082861  5.56391709  4.45271548 

N  14  14  14  14  14  14  14 

  

 
Leasing % 

of GDP 
Leasing % 

of GDP 
Leasing % 

of GDP 
Leasing % 

of GDP 
Leasing % 

of GDP 
Leasing % 

of GDP 
Leasing % 

of GDP 

Intercept  2.0067  1.9755  2.0981  2.0055  5.7188  5.5575  5.6647 

   .0694***  .2384***  .2007***  .8184**  .8365***  .9259***  .7993*** 

Real GDP                  ‐0.0002  0.0004 

                  .0000***  0.0003 

Deviation  0.0017     0.0018  0.0018  0.0009  0.0010  0.0008 

   .0006**     .0007**  .0008*  .0005*  .0005*  0.0005 
Unemploy
ment           0.0158  ‐0.2538  ‐0.2610  ‐0.2113 

            0.1346  .0893**  .1014**  .0905** 
Interest 
Rate     0.0076  ‐0.0221  ‐0.0195  ‐0.0664  ‐0.0746  ‐0.0448 

      0.0537  0.0454  0.0522  .0297**  .0336*  0.0322 

Credit‐GDP              ‐0.0424     ‐0.1244 

               .0081***     .0588* 

                       
 
 
 
Adjusted R2  0.31924611 

‐
0.07528642  0.27684224  0.21208156  0.76836624  0.71575657  0.78901271 

F  7.56543519  0.01978682  3.67976897  2.25611222  12.6100602  9.81338966  11.4709419 

N  15  15  15  15  15  15  15 



33 
 

Appendix B – Canada Regression Results  

 

  

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Intercept  1.6861  2.0018  2.5588  3.2614  18.0149  ‐4.7464  ‐29.4496 

   .6239**  2.0625  2.2867  4.1564  14.0341  33.0048  30.6834 

Real GDP                  0.0047  0.0410 

                  0.0193  0.0241 

Deviation  0.0042     0.0054  0.0050  0.0088  ‐0.0020  ‐0.0466 

   0.0076     0.0085  0.0091  0.0096  0.0303  0.0337 
Unemploy
ment           ‐0.1195  ‐0.9517  0.3159  1.5837 

            0.5779  0.9486  1.8793  1.7221 
Interest 
Rate     ‐0.0799  ‐0.1982  ‐0.1442  ‐0.7258  0.018  ‐0.2312 

      0.4511  0.4981  0.5829  0.7827  0.8869  0.7686 

Credit‐GDP              ‐0.0586     ‐0.1460 

               0.0533     .0706* 

                       

Adjusted R2 
‐

0.05661811 
‐

0.08051018 
‐

0.13631945 
‐

0.24463154 
‐

0.21914642  ‐0.3737783 
‐

0.00728384 

F  0.30340445  0.03135359  0.22022245  0.14828607  0.41579956  0.11573834  0.98119896 

N  14  14  14  14  14  14  14 

  

 
 
Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Intercept  0.5926  0.9225  1.0482  2.1552  1.9536  ‐0.0791  ‐0.7708 

   .0797***  .2598***  .2616***  .1467***  .5661***  1.0563  1.0428 

Real GDP                  0.0013  0.0023 

                  .0006*  0.0008** 

Deviation  0.0008     0.0014  0.0016  0.0016  ‐0.0003  ‐0.0015 

   0.0009     0.0009  .0003***  .0004***  0.0009  0.0011 
Unemploy
ment           ‐0.1645  ‐0.1532  ‐0.0410  ‐0.0036 

            .0172***  .354***  0.0598  0.0587 
Interest 
Rate     ‐0.0760  ‐0.1050  ‐0.0527  ‐0.0447  ‐0.0109  ‐0.0199 

      0.0572  .0579*  0.0206**  0.0305  0.0266  0.0248 

Credit‐GDP              0.0008     ‐0.0041 

               0.0022     0.0024 

                       

Adjusted R2 
‐

0.01593683  0.05201197  0.13644207  0.89842526  0.88977504  0.92315501  0.93603964 

F  0.78038429  1.76811910  2.10599934  42.2765181  29.2532447  43.0462391  41.9771155 

N  15  15  15  15  15  15  15 
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Appendix C – Germany Regression Results 

 

  

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Intercept  1.4126  1.3656  1.3170  30.0069  ‐36.3955  ‐46.8273  ‐50.1820 

   .5644**  2.2836  2.2150  39.7242  160.5357  38.9558  121.2948 

Real GDP                  0.0294  0.0293 

                  .0097**  .0105** 

Deviation  0.0026     0.0026  0.0114  0.0170  ‐0.0181  ‐0.0177 

   0.0019     0.0020  0.0066  0.0149  0.0109  0.0168 
Unemploy
ment           ‐2.3806  ‐1.2658  ‐2.5353  ‐2.4761 

            3.5000  4.4855  2.6002  3.4139 
Interest 
Rate     0.0108  0.0282  ‐1.5357  0.2857  1.1216  1.2125 

      0.6507  0.6312  3.0800  5.3318  2.451  4.0388 

Credit‐GDP              0.4521     0.0239 

               1.056     0.8118 

                       

Adjusted R2  0.065773  ‐0.083308  ‐0.018972  0.003980  ‐0.084598  0.450480  0.381856 

F  1.915241  0.000275  0.878980  1.017316  0.746503  3.664248  2.606142 

N  14  14  14  14  14  14  14 

  

 
 
Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Intercept  1.7332  2.1790  2.1788  2.4621  ‐2.1652  ‐2.5716  ‐2.6949 

   0.0879***  .2138***  .2226***  1.5839  7.7826  .6870***  2.4407 

Real GDP                  0.0021  0.0021 

                  .0002***  .0002*** 

Deviation 
‐2.59514E‐

05     0.0000  0.0000  0.0004  ‐0.0020  ‐0.0020 

  
0.00030668

9     0.0003  0.0003  0.0007  .0002***  .0003*** 
Unemploy
ment           ‐0.0271  0.0487  ‐0.0669  ‐0.0647 

            0.1498  0.1983  0.0460  0.0633 
Interest 
Rate     ‐0.1219  ‐0.1219  ‐0.1349  ‐0.0104  0.0135  0.0168 

      .0548**  .0570*  0.0933  0.2262  0.0320  0.0710 

Credit‐GDP              0.0317     0.0009 

               0.0522     0.0167 

                       

Adjusted R2  ‐0.0763302  0.2201334  0.1552705  0.0812071  0.0253646  0.9137446  0.9041905 

F  0.0071602  4.9517882  2.2866762  1.4124610  1.0910866  38.0771658  27.4246451 

N  15  15  15  15  15  15  15 
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Appendix D – Spain Regression Results 

 
 

  

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Intercept  1.8978  3.3625  4.0810  4.9021  6.9414  ‐18.5135  ‐22.9640 

   .5075***  1.2189**  .9967***  1.2458***  11.8397  41.5151  44.4108 

Real GDP                  0.0259  0.0381 

                  0.0459  0.0544 

Deviation  0.0116     0.0147  0.0135  0.0155  ‐0.0198  ‐0.0292 

   .0059*     .0051**  .0052**  0.0126  0.0593  0.0650 
Unemploy
ment           ‐0.1651  ‐0.2297  0.2384  0.2205 

            0.1523  0.4059  0.7323  0.7668 
Interest 
Rate     ‐0.3473  ‐0.4899  ‐0.1216  ‐0.1012  0.0165  0.1468 

      0.2474  .2020**  0.3946  0.4316  0.4764  0.5682 

Credit‐GDP              ‐0.0107     ‐0.0342 

               0.0616     0.0718 

                       

Adjusted R2  0.1803856  0.0694799  0.4174068  0.4264915  0.3648879  0.3845439  0.3267671 

F  3.8611177  1.9706815  5.6570132  4.2224971  2.8672069  3.0306365  2.2619621 

N  14  14  14  14  14  14  14 

  

 
 
Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Intercept  1.2029  1.6739  1.7594  2.1753  0.5185  ‐0.4997  0.1639 

   .1046***  .1427***  .1344***  .1110***  0.8924  2.9474  2.8153 

Real GDP                  0.0030  0.0005 

                  0.0033  0.0035 

Deviation  0.0003     0.0016  0.0012  ‐0.0004  ‐0.0026  ‐0.0010 

   0.0012     .0008*  .0005**  0.0010  0.0042  0.0042 
Unemploy
ment           ‐0.0592  ‐0.0088  ‐0.0169  ‐0.0042 

            .0115***  0.0289  0.0480  0.0461 
Interest 
Rate     ‐0.0952  ‐0.1125  ‐0.0124  ‐0.0214  0.0171  ‐0.0164 

      .0249***  .0239***  0.0237  0.0219  0.0403  0.0441 

Credit‐GDP              0.0087     0.0083 

               .0046*     0.0056 

                       

Adjusted R2  ‐0.071568  0.492759  0.593290  0.869755  0.893804  0.867648  0.882239 

F  0.064969  14.600271  11.211264  32.163182  30.458056  23.944593  21.976879 

N  15  15  15  15  15  15  15 
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Appendix E ‐ UK Regression Results 

  

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Intercept  0.6123  ‐0.0193  0.7250  ‐0.3026  5.0258  15.5409  87.1945 

   0.6313  3.4781  3.8347  3.9475  15.7359  25.3069  53.0345 

Real GDP                  ‐0.0045  ‐0.0565 

                  0.0071  0.0350 

Deviation  0.0028     0.0028  0.0022  0.0044  0.0113  0.0699 

   0.0046     0.0052  0.0052  0.0083  0.0152  0.0414 
Unemploy
ment           0.5529  0.3363  ‐0.2382  ‐4.8556 

            0.5328  0.8319  1.3629  3.3132 
Interest 
Rate     0.1150  ‐0.0209  ‐0.4714  ‐0.6526  ‐0.9448  ‐2.6241 

      0.6364  0.7015  0.8229  1.0043  1.1300  1.5346 

Credit‐GDP              ‐0.0221     0.4643 

               0.0630     0.3075 

                       

Adjusted R2  ‐0.0519365  ‐0.0803916  ‐0.1474742  ‐0.1394820  ‐0.2489997  ‐0.2119111  ‐0.0610214 

F  0.3581602  0.0326739  0.1646152  0.4695643  0.3520823  0.4317150  0.8504690 

N  14  14  14  14  14  14  14 

  

 
 
Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Intercept  1.2867  0.5800  0.3995  0.3411  2.2145  3.9433  8.4665 

   .0681***  0.3294  0.3385  0.3447  1.2166*  1.9080*  4.2764* 

Real GDP                  ‐0.0010  ‐0.0043 

                  .0005*  0.0028 

Deviation  ‐0.0002     ‐0.0007  ‐0.0007  0.0000  0.0013  0.0050 

   0.0005     0.0005  0.0005  0.0007  0.0012  0.0033 
Unemploy
ment           0.0367  ‐0.0321  ‐0.1347  ‐0.4260 

            0.0379  0.0558  0.0958  0.2648 
Interest 
Rate     0.1307  0.1641  0.1307  0.0611  0.0162  ‐0.0900 

      .0599*  .0617**  .0708*  0.0793  0.0873  0.1245 

Credit‐GDP              ‐0.0078     0.0294 

               0.0049     0.0249 

                       

Adjusted R2  ‐0.0610483  0.2115109  0.2765869  0.2727390  0.3625979  0.4143769  0.4360401 

F  0.1944984  4.7554762  3.6763523  2.7501036  2.9910392  3.4765402  3.1648923 

N  15  15  15  15  15  15  15 
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Appendix F – Italy Regression Results 

  

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Intercept  1.7607  2.4113  2.6089  7.8623  2.2958  4.2640  0.5509 

   .5098***  1.0689**  1.1339**  3.1067**  30.5769  43.1560  51.2760 

Real GDP                  0.0020  0.0011 

                  0.0237  0.0256 

Deviation  0.0016     0.0024  ‐0.0015  ‐0.0013  ‐0.0035  ‐0.0024 

   0.0034     0.0035  0.0039  0.0042  0.0248  0.0271 
Unemploy
ment           ‐0.7606  ‐0.4923  ‐0.6800  ‐0.4610 

            0.4242  1.5322  1.0625  1.7742 
Interest 
Rate     ‐0.1354  ‐0.1719  0.2082  0.2686  0.2408  0.2838 

      0.1925  0.2046  0.2824  0.4438  0.4901  0.5848 

Credit‐GDP              0.0374     0.0353 

               0.2040     0.2213 

                       

Adjusted R2  ‐0.0641473  ‐0.0404376  ‐0.0908893  0.0920262  ‐0.0051159  ‐0.0080766  ‐0.1304826 

F  0.2163536  0.4947420  0.4584413  1.4391978  0.9834580  0.9739613  0.6999027 

N  14  14  14  14  14  14  14 

  

 
 
Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Intercept  1.3663  1.9456  1.9822  3.3017  2.2138  ‐3.0950  ‐4.0986 

   .1124***  .1511***  .1602***  .2898***  2.8453  2.0209  2.9483 

Real GDP                  0.0036  0.0036 

                  .0011***  .0012** 

Deviation  ‐0.0003     0.0004  ‐0.0005  ‐0.0005  ‐0.0043  ‐0.0043 

   0.0008     0.0005  0.0004  0.0004  .0012***  .0013*** 
Unemploy
ment           ‐0.1851  ‐0.1319  ‐0.0606  ‐0.0112 

            .0384***  0.1440  0.0484  0.1135 
Interest 
Rate     ‐0.1103  ‐0.1173  ‐0.0363  ‐0.0256  0.0451  0.0549 

      .0253***  .0271***  0.0233  0.0369  0.0308  0.0379 

Credit‐GDP              0.0073     0.0068 

               0.0189     0.0140 

                       

Adjusted R2  ‐0.0619825  0.5629906 
0.54982746

8  0.8421511  0.8288961  0.9137542  0.9066188 

F  0.1828915  19.0359239  9.5495938  25.8974795  17.9554075  38.0816685  28.1846133 

N  15  15  15  15  15  15  15 
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Appendix G ‐ France Regression Results  
 

  

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Intercept  1.0123  2.0618  2.5282  12.3654  13.7718  ‐5.2934  ‐4.2357 

   .4260**  1.8531  1.9018  1.8734***  7.9569  15.1887  18.3223 

Real GDP                  0.0060  0.0060 

                  0.0051  0.0055 

Deviation  0.0018     0.0022  0.0037  0.0042  ‐0.0042  ‐0.0038 

   0.0021     0.0022  .0010***  0.0030  0.0068  0.0079 
Unemploy
ment           ‐1.5465  ‐1.5881  ‐0.9812  ‐1.0127 

            .2584***  .3561***  0.5451  0.6352 
Interest 
Rate     ‐0.3435  ‐0.4940  1.2634  1.4013  1.9569  2.0454 

      0.5874  0.6035  .4093**  0.8708  .7152**  1.0448* 

Credit‐GDP              ‐0.0150     ‐0.0101 

               0.0823     0.0815 

                       

Adjusted R2  ‐0.0200418  ‐0.0580292  ‐0.0515851  0.7653253  0.7370857  0.7746341  0.7430045 

F  0.7642242  0.3418420  0.7056721  14.0448723  9.4105607  11.3116875  7.9386848 

N  13  13  13  13  13  13  13 

  

 
 
Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Intercept  1.2116  2.1972  2.1727  3.7761  4.5960  1.4355  2.2689 

   .0892***  .2376***  .2543***  .2045***  .8203***  1.4370  1.6361 

Real GDP                  0.0008  0.0008 

                  0.0005  0.0005 

Deviation  ‐0.0004     ‐0.0001  0.0001  0.0004  ‐0.0009  ‐0.0006 

   0.0004     0.0003  0.0001  0.0003  0.0006  0.0007 
Unemploy
ment           ‐0.2454  ‐0.2696  ‐0.1730  ‐0.1977 

            .0281***  .0365***  .0511***  .0560*** 
Interest 
Rate     ‐0.3114  ‐0.3036  ‐0.0405  0.0396  0.0624  0.1346 

      .0727***  .0780***  0.0410  0.0877  0.0732  0.1002 

Credit‐GDP              ‐0.0088     ‐0.0082 

               0.0085     0.0078 

                       

Adjusted R2  ‐0.0037116  0.5718176  0.5392553  0.9413963  0.9417726  0.9499102  0.9504393 

F  0.9519276  18.3608929  8.6075950  70.6096479  53.5656313  62.6335184  50.8609578 

N  14  14  14  14  14  14  14 
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Appendix H – Sweden Regression Results 

  

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Intercept  1.6925  ‐0.3800  ‐0.3272  ‐0.2866  ‐3.0643  ‐14.2111  ‐32.5916 

   0.5298***  0.8113  0.8835  3.2045  5.5969  11.5806  18.3365 

Real GDP                  0.0301  0.0979 

                  0.0242  0.0584 

Deviation  0.0113     0.0028  0.0030  ‐0.0036  ‐0.0480  ‐0.1319 

   0.0157     0.0131  0.0218  0.0250  0.0460  0.0799 
Unemploy
ment           0.0030  0.2470  0.6312  0.8879 

            0.0218  0.6186  0.6696  0.6771 
Interest 
Rate     0.6417  0.6288  0.6299  0.6499  0.8506  1.2531 

      .2227**  .2406**  .2662**  .2778**  .3130**  .4389** 

Credit‐GDP              0.0124     ‐0.0576 

               0.0201     0.0456 

                       

Adjusted R2  ‐0.041644  0.378245  0.319228  0.243602  0.187651  0.287767  0.337288 

F  0.520252  8.300221  3.813526  2.288219  1.692996  2.212107  2.221485 

N  13  13  13  13  13  13  13 

  

 
 
Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Intercept  1.7414  2.1026  1.9651  2.6764  2.6597  0.6687  ‐2.2115 

   .0720***  .1874***  .1418***  .4397***  .7922***  1.5691  1.5478 

Real GDP                  0.0043  0.0154 

                  0.0032  .0046*** 

Deviation  ‐0.0082     ‐0.0072  ‐0.0033  ‐0.0033  ‐0.0106  ‐0.0244 

   .0022**     .0021***  0.0030  0.0036  0.0063  .0067*** 
Unemploy
ment           ‐0.1042  ‐0.1027  ‐0.0085  0.0249 

            0.0615  0.0872  0.0933  0.0707 
Interest 
Rate     ‐0.1017  ‐0.0671  ‐0.0449  ‐0.0448  ‐0.0114  0.0603 

      .0499*  0.0376  0.0371  0.0394  0.0438  0.0413 

Credit‐GDP              0.0001     ‐0.0108 

               0.0029     .0038** 

                       

Adjusted R2  0.499231  0.195509  0.576343  0.637944  0.597746  0.663704  0.812268 

F  13.960075  4.159277  9.842610  8.635359  5.829472  7.414119  12.249511 

N  14  14  14  14  14  14  14 
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Appendix I ‐ Pooled Data – Leasing Volume Regression Results 

 

  
Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Leasing % 
of GDP 

Intercept  1.5940  1.6332  1.6378 1.9756 1.9979 2.0266  1.9949

   .1866***  .2180***  .2202*** .2693*** .5133*** .2802***  .5146***

Real GDP                ‐0.0001  ‐0.0001

                0.0001  0.0001

Deviation  0.0001     0.0001 0.0001 0.0001 0.0002  0.0002

   0.0004     0.0004 0.0004 0.0004 0.0004  0.0004
Unemploy
ment          ‐0.0648 ‐0.0659 ‐0.0679  ‐0.0664

           .0307* .0372* .0311**  .0373*
Interest 
Rate     ‐0.0120  ‐0.0133 0.0299 0.0295 0.0280  0.0285

      0.0344  0.0352 0.0402 0.0411 0.0404  0.0412
Credit‐
GDP             ‐0.0002    0.0003

              0.0039    0.0039
US 
Dummy  0.4128  0.4231  0.4239 0.2448 0.2396 1.0903  1.1149

   0.2594  0.2609  0.2621 0.2715 0.2914 1.2713  1.3205
Canada 
Dummy  ‐1.0014  ‐0.9886  ‐0.9875 ‐0.9870 ‐0.9804 ‐0.9410  ‐0.9497

   .2594***  .2618***  .2630*** .2589*** .2902*** .2682***  .2945***
Germany 
Dummy  0.1393  0.1439  0.1441 0.2128 0.2231 0.3819  0.3701

   0.2594  0.2596  0.2607 0.2587 0.3291 0.3591  0.3946
Spain 
Dummy  ‐0.3911  ‐0.3710  ‐0.3691 0.0774 0.0945 0.1334  0.1093

   0.2594  0.2655  0.2668 0.3370 0.4774 0.3478  0.4791
UK 
Dummy  ‐0.3072  ‐0.2816  ‐0.2791 ‐0.4287 ‐0.4155 ‐0.3042  ‐0.3210

   0.2594  0.2693  0.2708 0.2758 0.3790 0.3315  0.4046
Italy 
Dummy   ‐0.2277  ‐0.2039  ‐0.2016 ‐0.1553 ‐0.1511 ‐0.0604  ‐0.0648

   0.2594  0.2679  0.2694 0.2660 0.2800 0.3009  0.3081
France 
Dummy  ‐0.3839  ‐0.3850  ‐0.3857 ‐0.2163 ‐0.2079 ‐0.1005  ‐0.1104

   0.2638  0.2637  0.2649 0.2728 0.3193 0.3221  0.3508

                       
Adjusted 
R2  0.2063117  0.2070656  0.2000224 0.2249067 0.2176137 0.2210007  0.2136220

F  4.8016301  4.8191484  4.2504553 4.3949573 3.9584088 4.0175168  3.6486177

N  118  118  118 118 118 118  118
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Appendix J ‐ Pooled Data – Leasing Flow Regression Results 

 

  

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Lease 
Flow % of 
GDP 

Intercept  1.8448  1.9534  2.1215 3.3042 3.8756 3.7438  3.8122

   .5277***  .6515***  .6340*** .7580*** 1.4646*** .7714***  1.4399***

Real GDP               ‐0.0007  ‐0.0007

               .0003**  .0003**

Deviation  0.0031     0.0032 0.0032 0.0033 0.0040  0.0040

   .0011***     .0012*** .0011*** .0012*** .0012***  .0012***
Unemploy
ment          ‐0.2349 ‐0.2616 ‐0.2517  ‐0.2549

           .0879*** .1059** .0867***  .1041**
Interest 
Rate     ‐0.0386  ‐0.0875 0.0791 0.0661 0.0449  0.0434

      0.1128  0.1107 0.1242 0.1280 0.1230  0.1262
Credit‐
GDP            ‐0.0049    ‐0.0006

             0.0108    0.0108
US 
Dummy  ‐1.1760  ‐1.1199  ‐1.0841 ‐1.7756 ‐1.9076 6.2438  6.1869

   0.7329  0.7672  0.7434 .7665** .8221** 3.7740  3.9248
Canada 
Dummy  ‐0.1672  ‐0.1313  ‐0.0616 ‐0.1211 0.0489 0.3296  0.3483

   0.7328  0.7699  0.7463 0.7247 0.8174 0.7412  0.8158
Germany 
Dummy  ‐0.4306  ‐0.4206  ‐0.4106 ‐0.0938 0.1632 1.4771  1.5009

   0.7328  0.7583  0.7346 0.7228 0.9184 1.0141  1.1035
Spain 
Dummy  0.0016  0.0453  0.1126 1.6874 2.1046 2.1289  2.1783

   0.7328  0.7712  0.7475 .9347* 1.3097 .9400**  1.2878*
UK 
Dummy  ‐1.2311  ‐1.1473  ‐1.0369 ‐1.6517 ‐1.3192 ‐0.4219  ‐0.3870

   .7328*  0.7981  0.7742 .7859** 1.0737 0.9576  1.1443
Italy 
Dummy   ‐0.0720  ‐0.0163  0.0813 0.2888 0.3953 1.1800  1.1887

   0.7328  0.7830  0.7594 0.7411 0.7798 0.8357  0.8539
France 
Dummy  ‐0.8298  ‐0.8265  ‐0.8378 ‐0.2192 ‐0.0230 0.8411  0.8600

   0.7463  0.7719  0.7477 0.7618 0.8772 0.8936  0.9586

                       
Adjusted 
R2  0.0540706 

‐
0.0117176  0.0505487 0.1054817 0.0982726 0.1377284  0.1288676

F  1.7788235  0.8421966  1.6447950 2.2853299 2.0799187 2.5827534  2.3437076

N  110  110  110 110 110 110  110



42 
 

Appendix K – Correlation Results by Country 

 

 
 
  US 

   GDP   Y‐Y1  Discount Rate  Unemployment  Credit % of GDP 

GDP   1 

Y‐Y1  0.075793627  1 

Discount Rate   ‐0.040477752  0.241562514  1 

Unemployment  ‐0.457433648  ‐0.609909245  ‐0.4712155  1 

Credit % of GDP  0.991993616  0.033554682  ‐0.008442132  ‐0.428699574  1 

Canada 

   GDP  Y‐Y1  Bank Rate  Unemployment  Credit % of GDP 

GDP   1 

Y‐Y1  0.460897084  1 

Bank Rate  ‐0.251531989  0.332416466  1 

Unemployment  ‐0.746290448  0.173693244  0.304917814  1 

Credit % of GDP  0.787981058  ‐0.088117348  ‐0.602787116  ‐0.820253251  1 

Germany 

   GDP   Y‐Y1  Interest Rate  Unemployment  Credit % of GDP 

GDP   1 

Y‐Y1  0.864393128  1 

Interest Rate    ‐0.311515068  0.024894414  1 

Unemployment  0.523985116  0.300860392  ‐0.727137546  1 

Credit % of GDP  ‐0.399851909  ‐0.71379139  ‐0.632918972  0.109677575  1 

 
Spain 

   GDP   Y‐Y1  Interest Rate  Unemployment  Credit % of GDP 

GDP   1 

Y‐Y1  0.63840848  1 

Interest Rate  ‐0.417080717  0.353087404  1 

Unemployment   ‐0.624430922  0.186210864  0.821156071  1 

Credit % of GDP  0.908448251  0.331665712  ‐0.561641089  ‐0.839054223  1 

UK 

   GDP   Y‐Y1  Lending Rate  Unemployment   Credit % of GDP 

GDP   1 

Y‐Y1  0.346743344  1 

Lending Rate  ‐0.457292498  0.367164888  1 

Unemployment   ‐0.721478951  0.31369455  0.544564466  1 

Credit % of GDP  0.961887052  0.213764631  ‐0.532248052  ‐0.69936002  1 
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Appendix K – Correlation Results by Country (Continued) 

 

 
 

Italy 

   GDP   Y‐Y1  Interest Rate  Unemployment  Credit % of GDP 

GDP   1 

Y‐Y1  0.796734497  1 

Interest Rate   ‐0.256564552  0.325948872  1 

Unemployment  ‐0.700508228  ‐0.218540289  0.595401196  1 

Credit % of GDP  0.590045207  0.03200393  ‐0.770264912  ‐0.95416187  1 

 
 
France 

   GDP   Y‐Y1  Deposit Rate  Unemployment  Credit % of GDP 

GDP   1 

Y‐Y1  0.716079053  1 

Deposit Rate  ‐0.42808875  0.257436763  1 

Unemployment  ‐0.347518358  0.347914428  0.754656069  1 

Credit % of GDP  0.300204644  0.789791098  0.691186461  0.479864202  1 

Sweden 

   GDP   Y‐Y1  Bank Rate   Unemployment  Credit % of GDP 

GDP   1 

Y‐Y1  0.523534615  1 

B   ‐0.359809331  0.268716743  1 

Unemployment  ‐0.005317438  0.784467272  0.420915318  1 

Credit % of GDP  0.550214323  ‐0.317977158  ‐0.380850489  ‐0.664788732  1 
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Appendix L – Pooled Correlation Results  

 
 

Pooled Data ‐ Leasing 
Flow 

   GDP  Y‐Y1  Interest Rate  Unemployment  Credit % of GDP 

GDP   1 

Y‐Y1  0.061980226  1 

Interest Rate  0.001904023  0.141914212  1 

Unemployment  ‐0.412480522  0.037697  0.27069784  1 

Credit % of GDP  ‐0.364383416  0.043843036  ‐0.177836744  ‐0.107188993  1 

 
 
 
 
 
 
Pooled Data Leasing 
Volume 

   GDP  Y‐Y1  Interest Rate  Unemployment  Credit % of GDP 

GDP   1 

Y‐Y1  0.047281976  1 

Interest Rate  ‐0.043360492  0.169360533  1 

Unemployment  ‐0.410759908  0.062012109  0.354278749  1 

Credit % of GDP  ‐0.354723119  0.033366998  ‐0.168957339  ‐0.102811191  1 

 

 


