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Executive Summary

The equipment leasing and finance
industry has overcome major challenges
in the past, but never have so many
issues combined to re-shape the future of
the business. Until changes in tax law
and corporate regulation are clarified,
lessors will compete on a playing field
made uneven by varying interpretations
of these rules. Coming capital
requirements for international banks will
likely spur consolidation among banks
and may raise the cost of capital.
Changes in federal accounting standards
will stanch financial creativity for many
lessees until their need for capital
outweighs the risk of rousing the
regulatory lion. Still in the shadows of
Enron, Tyco and WorldCom, lessees
will lean toward loans whenever lease
products appear too complex, or when
lessees are not convinced these products
will meet requirements for balance-sheet
transparency. In general, throughout the
industry, creativity will be rewarded –
creative people providing creative
solutions.

Although changes in tax law and
corporate governance will most
influence equipment leasing over the
next three to five years, the direction of
both the domestic and global economies
will influence lessors’ marketing and

operational strategies. Interest rates are
expected to continue to rise, benefiting
lessors in the small- to middle-ticket
markets. But rates could plummet if the
dollar continues to lose value against
other currencies. Winners in this
scenario will be lessors who follow their
customers abroad, and can serve
additional, foreign entities that will have
more dollars to spend in a weak U.S.
economy.
The strategies lessors and finance
professionals employ to cope with these
changes will act as a sort of natural
selection, determining who survives in
the new world – and who becomes
extinct.

Industry leaders believe that the days of
the traditional leasing company are
numbered; that by 2010, the industry
may not even be known as leasing. In
the words of one lessor, leasing is
becoming part of a bigger solution.

The manner in which individual
companies identify themselves is
changing, too. Rather than cite ticket
size as primary descriptor, lessors and
finance professionals increasingly refer
to their company’s ownership to
describe themselves. Those who
formerly saw themselves as small-,
middle- or large-ticket players now more
commonly describe themselves as banks,
captives and independents. The trend
seems appropriate, given that lessors
believe the number of firms doing
business in the large-ticket segment five
years from now will almost certainly be
half what it is today. The number of
independents, meanwhile, will likely
have increased.

Yet, a changing identity does not
portend a break-up of the industry.
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Lessors will continue to feel bound by
their identity as creative, intelligent
finance professionals who possess
entrepreneurial spirit. Shrinking margins
will continue to squeeze profitability, but
the demand for equipment will not
disappear – nor will the need for its
financing. To win in the new
environment, lessors will have to be far-
sighted enough to see declining markets
before they emerge into the open. They
will also have to possess the discipline to
extract themselves from these markets
before they decline substantially. What’s
more, lessors will have to be diverse
enough to have other markets in which
to grow.

By continually expecting change, lessors
will realize that they must reinvent their
companies from time to time. Although
transparency fosters simplicity, and
simplicity favors the loan over the lease,
lessors are optimistic that they can create
mechanisms and structure that will
enable financing by the new rules. In
fact, many industry members think
continuing consolidation will create new
opportunities. Underserved niches still
exist, as do opportunities for top
performers who can gather capital and
deploy it wisely. Ambitious, talented
lessors who can originate deals will
survive and prosper. Their abilities to
return to basics and reinvent their
companies will shape the industry’s
future.

Any successful return to basics requires
creativity, and overall opportunities for
creativity have permanently shrunk.
Lessors who empower themselves with
talented and well-trained personnel will
be more able than their competitors to
redefine their companies and their
markets. Excellence of staff is the top

requirement for future survival and
growth in the leasing business.

To develop such a staff, however, lessors
will have to create training programs that
not only teach skills, but encourage
creativity and instill a historic
perspective of the industry. Once the
domain of large leasing companies, this
task now falls upon current industry
leadership. Formal training is vital to
future success, lest the industry’s
hallmarks of adaptability and flexibility
succumb to innocent ignorance ushered
in by new blood.

In the meantime, the leasing product will
continue to evolve: at one end of the
barbell will be short-term, true operating
leases with their inherent risks; at the
other will be long-term financing. In the
middle of the barbell will be smart
lessors, who’ll find new ways to do the
heavy lifting.
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The Industry Future Council Report

Leading leasing executives gathered for
two days of deliberation on the
industry’s challenges and strengthens.
The group was asked pointed questions
and were allowed to engage in a
freewheeling discussion about the near
term future of leasing. Issues, concerns
and trends were discussed related to each
industry driver. Following is the
industry’s outlook for 2005.

Drivers:

The Economy

Capital Cost and Availability

Lessors believe the U.S. economy will
continue to improve, and that as it does
so, money will continue to enter the
marketplace for investment. Already the
expansion of capital markets is driving
an increase in securitization.

In general, debt capital should remain
widely available for the next few years.
At the same time, equity capital sources
new to the leasing industry will continue
to place pressure on credit-risk spreads
until these sources either leave the
market or are lured to others. Examples
of such sources include a private equity
firm that recently invested $125 million
in a new small-ticket company being
operated by six executives who are
veterans of the leasing industry; and a
hedge fund that recently acquired the
real estate lending business of a leasing
company.

Hedge funds and investors are also
banding together to buy leasing
companies. One leasing company, for
example, has been acquired by a
consortium that includes an individual
investor and two hedge funds. A flight to

quality among funding sources could
further reduce lessors’ future
profitability as the cost of capital rises.

Lessors, meanwhile, will continue to
loosen credit to put incoming capital to
work. But how much credit will relax –
and what this means for the future of
leasing – is unclear. As one lessor said,
“Earnings is the missing man in the
[credit] formation.”

Demand for Equipment and Capital

Some IFC members believe that lowered
fee income (resulting from languishing
delinquency rates), may prompt lessors,
particularly those that are not banks, to
focus more sharply on asset-
management capabilities. Lessors can do
this by developing expertise in niche
markets and industries, and by
proactively managing the assets in their
portfolio.

Other IFC members believe an increased
focus on asset management will result
not from decreased fee income, but from
a trend towards further differentiation in
the market as margins contract and firms
try to find a better operating paradigm to
drive their bottom line.

Even if lessors feel a decrease in
delinquency fees, however, delinquency
rates are expected to return to higher
levels as customers spend down their
cash to acquire more efficient
technology and new equipment to
facilitate innovation. The large-ticket
market will be populated by segments of
the transportation, communications,
construction, IT, and energy markets.
Needs for equipment and equipment
finance in the next several years are only
expected to increase.
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Interest Rates

The Federal Reserve will continue to
raise interest rates moderately,
benefiting lessors selling small- and
middle-ticket products. Two caveats to
this scenario are as follows:

• Because the current yield curve
looks nothing like the past, future
interest rates may have an atypical
effect on leasing segments.

• If the dollar continues to lose value,
interest rates will eventually fall as
the domestic economy slows and the
cost of business rises. Winners in
this case will be lessors who have
followed their clients abroad, and
can solicit new business from foreign
enterprises that will have an
increasing number of dollars to
spend.

Economic Growth

No tools exist to predict accurately how
long increased spending by corporations
and investors will last. Council members
don’t deny that another “train wreck,”
such as the one suffered by the
telecommunications sector, could occur,
but the consensus is that any one market
collapse would not damage the entire
industry. Among possible scenarios:  a
stall in the medical market, due to the
high cost of new equipment. But lessors
who can provide operating leases or
other products to make equipment
affordable – and who can effectively
spread the risk – will win this business.
The challenge will be to assess the risks
accurately enough to arrive at and obtain
adequate pricing.

Legal/Regulatory

Until the requirements of Sarbanes-
Oxley and The Tax Act of 2004 are
clearly proscribed, lessors will be forced
to adhere to the varying interpretations
of their auditors, since there are no
consistent guidelines for interpretation.
As noted earlier, customer demands for
transparency will lead to simplicity,
which inevitably favors the loan over the
lease.

Larger lessors and banks will bear the
brunt of the changes as they sort out
requirements, determine their impacts,
and decide how to manage them.
Smaller lessors won’t feel an impact for
three to five years until effects of tax and
regulatory changes trickle down. The
prospect of achieving a level or
consistent playing field in the near future
seems dim indeed.

Accounting Standards

Legal and regulatory changes are not the
only forces driving a polarization of the
industry; changing federal and
international accounting standards are
achieving a split between credit-risk-
and asset-risk-based companies. In
essence, loan and lease accounting
methods are converging. FIN 46 will
drive balance sheets to become more
transparent, favoring loan-type products.
Lessors will be pressed to provide more
operating leases and take the attendant
risks.

In 2006, in some cases, BASEL II
capital adequacy requirements will
demand all international banks to
maintain an amount of capital that is
higher than most banks have today. This
requirement, coupled with changes in
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accounting standards and regulatory
compliance, is expected to contribute to
a continued decline in spread rates.

Tax Law

Congress recently enacted tax laws
containing retroactive clauses that make
certain past leasing transactions subject
to review and possibly, to additional
taxes. Thus, it remains to be seen how
long corporations will take to begin
using new lease and financing strategies
that meet new legal and regulatory
requirements. Traditionally, five years
pass between the time Congress
constrains tax incentives for investment,
and the time it does so again. Businesses
will continue to lease, but if the new
regulatory environment impacts the
economics of a transaction negatively,
businesses will opt for a debt finance
model over a lease.

The Marketplace

Changing Segmentation

Increasingly, lessors who once identified
themselves by the size of their primary
lease transactions will describe
themselves according to their ownership
or industry served. Thus, the industry
will divide itself not into small-, middle-
and large ticket segments, but into
banks, independents, and
captives/vendors. Captives and vendors
will be placed in a single category
because they share the same goal: to
move product, be it through leasing or
through other means.

In an even bigger picture, the
polarization between banks and non-
banks will continue to widen as banks

withdraw from markets, enter new ones,
and overhaul strategies and procedures
to comply with banking regulations. Said
one lessor, “We’ll all have different hot
buttons, due to the ownership of our
companies.”

So different are these hot buttons that
some bank lessors will be called upon to
view themselves more as banks than as
lessors. This is understandable, since, as
banks react to accounting, regulatory and
market changes – some of which will
never affect non-banks – bank lessors
are increasingly being required to think
and act outside of the leasing box, as
will be discussed in more detail later in
this report.

Thus, company ownership is not only
causing industry re-grouping; lessors say
it will also drive these groups further
apart. Generally, entrenched
segmentation does not promote a healthy
marketplace for rational competition.
Because each segment has different
motivations, such splintering could
weaken the industry as a whole. As
banks feel the loss of large-ticket
earnings, for example, they may pressure
their managers to replace those earnings
quickly, and in so doing, encourage
irrational thinking and market behavior.
Some banks will be successful
converting to middle-market leasing, but
others will not. In the same vein, some
non-bank lessors will survive the loss of
large-ticket business while others will
make irrational moves driven by, but not
beneficial to, a wish to stay alive.

The new ways leasing professionals
identify themselves is of colossal
importance. This re-grouping can be
seen as a response to forces that are
shifting the very foundation of the
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business traditionally known as
equipment leasing. Not surprisingly,
increasing disparity among equipment
leasing and finance players is expected
to heighten the association’s challenge to
serve industry needs.

None of this is to say that unity among
lessors will disappear. Research has
shown that when groups experiencing
change (due to their responses to internal
or external forces) continue to function
as a group, they usually define
themselves differently and over time,
change their business language. This is
the expected state of the equipment
leasing and finance industry over the
next three to five years. Despite changes
and deepening market segmentation,
lessors will still have much in common.
They will continue to believe, for
example, in:

• their identity as creative,
intelligent finance professionals
with entrepreneurial spirit

• the value of their unique,
collective intellectual capital

• the value of their products, and
• their ability to meet customer

needs by providing smart
financing solutions.

And although every lessor will conduct
business differently, each will adhere to
basic business norms concerning tax
structure, lease structure, UCC
compliance and contract law. Thus, the
general rubric under which all lessors
operate will remain intact.

The Continued Malaise of Large-Ticket

The Industry Future Council members
believe that by 2010, the number of
companies conducting large-ticket

transactions will be half what it is in
2005. Hampered by tax and regulatory
changes that have outlawed cross-
border, leveraged-lease transactions, and
bound tight by economy-induced events
such as the nosedive of the commercial
airline market, large-ticket leasing will
not make a wholesale recovery during
the next five to 10 years.

Even so, pockets of activity will present
scattered opportunities. The rail and
marine markets offer a stable base of
shippers as the volume of imported
goods increases, but to take advantage,
lessors will have to create attractive
products for both. Trucking should
strengthen, since it will likely follow the
rail market as the economy improves.
Winners in these markets will be lessors
who are willing to assume the risks that
attend true operating leases, or can
create alternatives to capital leases by
using trust certificates or other
instruments.

Other pockets of large-ticket activity
will include alternative energy and
communications. Businesses will require
financing for much of this equipment,
and will turn to banks and lessors that
offer the best products and terms.

Banks

Aside from one or two major
independents, banks are the leasing
industry’s 800-pound gorilla. They are
expected to continue their dominance of
the equipment leasing industry with
plentiful capital and their lowest cost of
funds. But several factors could alter this
scenario. Banks, after all, are not
wedded to leasing. Their goal is deeper
penetration of the entire financial
services market through maximization of

6

E Q U I P M E N T  L E A S I N G  A N D  F I N A N C E  F O U N D A T I O N



relationship dollars. If a lease best fills
the future customer’s need, so be it –
banks will provide it, but possibly at a
spread so thin that an independent
couldn’t match it. Banks will
compromise profit to strengthen
relationships with customers, assuming
that their multiple earning sources will
cover the difference.

At the same time, banks face the capital
requirements of Basel II and regulatory
requirements that could compromise
their leasing abilities. Although Basel II
will affect only international banks,
more banks will likely become
international in an effort to market their
services to larger audiences. As a result,
consolidation will occur among smaller
banks that cannot meet the new capital
criteria by themselves. Such steepening
reserve edicts may curb banks’ desire to
be all things financial to all people.

Banks face another obstacle to
dominance due to the stunting of the
large-ticket market. Some bank lessors
previously focused so heavily on cross-
border transactions that their existence in
leasing is now threatened. Whether or
not these banks choose, or will be able,
to move down-market remains to be
seen.

One possibility is that banks may come
to view small-ticket leasing as a product
that can be managed in much the same
way banks handle their credit-card
businesses. Banks willing to tolerate the
risk of the credit-card business in
exchange for its relatively high return
and credit diversity may hope for the
same result in small-ticket leasing. But
their success in the small-ticket market is
expected to hinge on their ability to
execute. Execution demands huge

capabilities in the management and flow
of customer information, and many
banks don’t have these capabilities. Thus
an important question arises: Will banks
truly dominate leasing five years from
now? Or, might they become leasing’s
dominant alternative instead?

Already some banks are requiring their
lessors to sell not only leases, but other
bank services. One result of this trend is
that some bank lessors are beginning to
see themselves as banks first and lessors
second. Previously, bank lessors
functioned as bank support teams that
delivered the lease product. But pressure
to cross-sell could shift bank lessors
away from leasing and toward the
cementing of customer relationships.
This trend could blur lessors’ identities
and further muddy the line between
leasing and other forms of finance. At
banks, relationships have eclipsed
transactions in importance. Leasing may
become part of a bigger solution.

Still another variable is banks’
compensation culture. As a class, banks
have yet to meet compensation levels
paid by others in the leasing business. A
few will exceed their compensation
limits if doing so means snaring a
leasing executive they truly want. But
unless this becomes standard practice
throughout banking, banks will find it
difficult to hire experienced executives
who can set up and operate leasing
businesses that successfully navigate the
tangle of applicable tax laws and
regulations.

As banks’ role in leasing changes,
lessors believe that bank leasing will
increasingly resemble a barbell: at one
end will be large long-term transactions.
At the other will be small, short-term
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transactions. In the middle will be little
to nothing. To an extent, this trend will
be reflected in the practices of non-bank
lessors as well.

Independents

Independent lessors will continue to
maintain a share of the market by filling
the void left by banks. This void will be
created by the regulatory and accounting
issues discussed earlier. Customers who
can’t, or don’t wish to, go to a bank will
look to independents. The number of
independents may grow, due in part,
ironically, to industry consolidation.
When one independent is acquired by a
bank, former employees will leave and
open competing firms that will be
approached and then sold.  Independents
will also benefit from their roles as niche
marketers or equipment specialists who
know how to serve their markets better
than anyone else. Service level managers
are more responsive, and this is why
independent competitors beat the banks.
Their expertise will enable them to take
risks that other lessors reject.
Independents will stand alone in their
drive to provide financial solutions that
center on a lease.

At the same time, independents will
have the flexibility to make exceptions
to their own credit criteria when
competing for valuable customers. Thus,
independents will continue to be to other
leasing segments what boutiques are to
department stores: a bit more expensive,
but convenient, more personal, more
flexible and more creative.

This is not to say independents won’t
have concerns. Within three to five
years, the regulatory burdens placed on
large-ticket players will have trickled

down to independents in the form of
market encroachment and possibly, more
expensive cost of funds. Given their size,
independents would have a higher cost
of funds than banks, and because
independents depend on other sources
for their money, any increase in the cost
of capital could make it difficult to pay
for the infrastructure that differentiates
independents from other industry
players. “I could fire 300 people
tomorrow and begin operating like a
bank,” said one independent lessor, “but
I win deals against banks because of the
infrastructure and services that those 300
employees provide.”

Captives

Along with banks, captives are expected
to fund the aggregate amount of
equipment in the next three to five years.
In general, captives will grow by selling
leasing’s total value proposition, as
opposed to selling a rate. Example: By
helping customers manage their IT
investment throughout the assets’
lifecycle, captives will continue to
enable customers to purchase the
technology they need to operate and
achieve competitive advantage while
reducing total costs of ownership.
Lessees will also turn to captives for
financing that does not impinge on their
bank lines of credit.

As their parent companies expand
business in new areas, captives will feel
pressure to keep their pricing in line with
the market, manage risk carefully, and
develop innovative offerings that meet
the needs of the parent company’s
customers. One captive has already
begun working with its parent to provide
innovative financing solutions to new
members of the European Union.
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Working with HP, the captive provided a
solution that allowed Poland to upgrade
its drivers’ licenses to meet EU
requirements, and pay for the upgrade on
a “per license basis.

Without question, new opportunities for
captive growth will stem from Latin
America and the Asian Pacific. Areas
within these markets are new territory
for lessors to explore, and the industry
will need to manage risk accordingly.

At the same time, opportunities for
domestic growth should not be
underestimated. Despite its size and red-
hot economic growth, for example,
China’s leasing sector is smaller than
that of South Africa or the Czech
Republic. The potential is huge, but will
take time to develop. Domestic growth
probably represents the greatest near-
term opportunity.

Nevertheless, subjectivity to parental
interpretation of new laws and
regulatory requirements could restrict
captives’ ability to compete. Some
captives will narrow their focus to
finance only equipment made by their
parent companies. Until recent tax laws
and regulations are clarified, captives
will acquiesce to parental politics,
eroding consistency in the marketplace.

The ways in which banks, independents
and captives interface with and deliver to
customers will change, but value
propositions will not. Each market
segment will provide discrete value to
the customer, depending on the
customer’s needs at the time.

Leasing Practices

As lessors work to create new products
and services, some may put a price tag
on intellectual capital and structuring
expertise, and charge customers for their
application. The idea has merit, given
that clients incur problems that only
lessors may know how to correct. Fees
paid for special expertise could fill the
hole left by other lease products that
have been regulated away.

The lease product in general will
continue to exist, but increasingly will
be viewed as two separate products:
long-term transactions and short-term
deals, such as a three-year operating
lease on a 15-year locomotive. As
alluded earlier, some lessors will
determine that they cannot, or will not
assume so much operating risk,
potentially prompting their departure
from the leasing market.

Yet, larger assets and equipment will
still lend themselves to operating
structures, which, with a leverage of 10
to one, can be inserted into portfolios
and generate fee income. Thus, tools
remain for crafting products that will be
attractive to customers.

Even so, to win in the coming
environment, lessors will have to
improve their skills in market
management. Specifically, they will
have to know where to place their
resources during market ebbs and flows
– and have the discipline to extract
themselves from markets when decline
is indicated. “It’s hard to pull out of a
market when that’s the only one you’re
in, so you must have other streams of
business,” said one Council member.
“You must constantly keep your
Research and Development department
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working toward new products so that as
one market ebbs, you can move into
another.”

Focusing on the Customer

Situation: A single customer
entertains solutions from a bank, a
captive and an independent. The
bank’s solution includes a term loan,
cash management, and possibly a
lease. The captive offers a lease with
the most features, while the
independent offers to take on the
most risk. Each segment player will
offer a different solution based on its
ownership identity and expertise in
the market. The customer will be in
control as he selects the solution that
best suits his needs.

Even 20 years ago, lessors knew that
too much focus on the product, and
too little focus on the customer,
compresses rates and destroys
prospects for future business.
Lessors who keep their sharpest
focus trained on the customer will
have the opportunity to respond to
customer needs before their
competitors know these needs exist.

The People: Human Resources
Without creative people, lessors will be
able to do little to respond when
customers and competitors demand it.
Lessors who deploy their talent to
achieve moderate market diversification

will be best positioned to profit in the
near future. By “moderate,” we mean
diversifying only as much as needed to
achieve the highest return for a unit of
risk. Lessors who diversify broadly,
perhaps entering new industries, will
incur more risk, due to the presence of
more unknowns than usual as the
marketplace continues to evolve.
Moderate diversification, whether into
ancillary markets or existing markets
through expanded product offerings, will
allow lessors to better control added risk
and to pursue new opportunities as
commodity cycles fluctuate. As one
Council member said, “If you’re going
to be more than a one-trick pony, you
have to have some pretty special
ponies.”

Training

To find and train new recruits, lessors
will have to step over pass-through
managers to recruit young professionals
who will commit to the career of leasing.
Otherwise, those whose tenure in leasing
is only a stepping stone to a broader
career will quickly move on without
learning the more sophisticated tools and
techniques that form important parts of
leasing’s value proposition. Bank lessors
in particular will have to educate their
parent companies as to the necessity of
recruiting and hiring committed leasing
professionals.

Independents provide a good model.
Many hire smart, educated, aggressive
people from outside the industry who are
willing to be trained in leasing. And
because many independents are small,
they train on the job. But the industry
must establish new training programs
that do a “deep drill” into the various
credit disciplines and products that form
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the science and art of leasing. These
programs must be accessible by the
majority of leasing and finance
companies.

In an extension of this thought, lessors
with existing training programs might
consider diversifying by opening their
classes to other lessors. The goal: to
produce a new generation of lessors who
view themselves not as generalists, but
as leasing specialists. Otherwise, few
younger professionals will be available
to replace today’s lessors when they
retire.

Perpetuation

Within five years, many of the most
experienced lessors in the industry will
retire. Just as these graying professionals
entered the industry in a wave, so they
will depart, leaving a void of expertise
and corporate memory unless the
volume of new talent increases soon.
Lessors once assumed that industry
newcomers would learn the ropes at one
of several large companies that provided
training in leasing, but those companies
no longer exist.  Although new talent is
available in pass-through managers,
these men and women are rarely
attracted to leasing when other careers
are available within the same company.
This, along with a more generous
compensation culture, is why
independents are expected to enjoy the
most success attracting new hires in the
next several years.

To remain competitive, lessors in
general will have to place more priority
on finding fresh talent. Being open to
hiring sales professionals from other
industries will expand the talent pool, as
may efforts to lure recent college

graduates with competitive
compensation packages.

Lessors’ challenge will be to
communicate leasing’s value proposition
to potential job candidates. If candidates
can’t understand the industry, they aren’t
going to commit to it. Another challenge
will be overcoming objections about
erratic industry growth that will
probably make it difficult to reward
talent consistently.

Traditionally, theory has held that well-
run companies prepare and plan for
perpetuation, but no data exists to
validate this perception. Council
members see a pressing need for current
leasing executives to place more
emphasis on all succession-related
planning and activities. Recruiting
efforts must increase immediately so that
new hires can be trained by established,
successful leasing executives.

Pay

Until banks begin paying levels of
compensation paid by other firms in the
leasing industry, non-banks will be able
to attract the best leasing talent. Some
banks limit themselves by imposing a
ceiling on the pay a sales representative
can receive. Refusing to pay competitive
compensation, Council members agree,
will “suck the creativity” out of bank
leasing.

On the other hand, Council members
believe industry compensation levels in
general may decline in several years as
lessors re-tool to meet legal and
regulatory compliance, and marketplace
conditions.

I N D U S T R Y  F U T U R E  C O U N C I L  R E P O R T  2 0 0 5
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The Future

The intermingling of so many issues
complicates the choices lessors will face
in their drive to redefine themselves and
their industry. In an effort to distill some
of these choices into do-able options, a
number of  disparate strategies are listed
here:

� Diversify moderately. Avoid losing
focus and control by having too many

markets. Consider diversifying within

product lines.

� Also consider specialization. Lessors

may find added strength and growth

potential by drill more deeply into

existing markets.

� Use tools that are available, but

continually search for new ways to
facilitate new opportunities.

� Position yourself for new opportunities

by becoming better at anticipating

change and taking prompt action to deal

with it.

� Expect change constantly, knowing that

to weather it, you’ll be required to

reinvent your company from time to

time.

� Charge your Research and Development

department with the ongoing

development of new products so that as

one market ebbs, you can more easily

move to another.

� Realize that if you want to change your

company, your parent company must be

willing to let you change.

� Do whatever it takes to become quicker,
more flexible and more efficient, thereby

helping to ensure your long-term

success.

� Realize that the larger your asset base,

the more difficult it may be to extract

yourself from a market. Consider

repositioning instead: Refrain from

doing new deals in an ebbing market, but

continue to service your existing

business. You may meet some of those

customers in another market.

� Follow your customers offshore. Five

years from now, a higher percentage of
new business originations will come

from outside the U.S.

� Prepare for less liquidity. Liquidity is

present in the market now, but when

more investment opportunities appear,

much of it will be absorbed.

� Focus not only on hiring new talent, but

on training it. Instill historical

perspective and encourage creativity.

� Don’t limit training to producers.

Develop personnel who are farther down

the totem pole to enhance cross-training

and strengthen all links in the corporate

chain.

� Become comfortable financing non-

traditional things. Find ways to add

services, to lease software, and to extract

incremental profitability from assets

already on the books.

� Spend more time planning. Lessors who

carve out time to anticipate and meet the

future will be the winners in tomorrow’s

industry.
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About the Industry Future

Council Meeting

The Equipment Leasing and Finance
Foundation Industry Future Council held
its 24th annual meeting January, 2005, in
Washington, D.C. This year’s session
was sponsored by American Lease
Insurance.

Twenty-three senior executives attended,
representing all business committees and
industry segments. Jim Dalton, president
of the association consultancy, Strategic
Counsel, facilitated.

The IFC meeting is a forum in which
industry leaders develop a long-range
view of the equipment leasing and
finance industry, including influencing
forces, major trends that will change the
market, variables that will signal the
pace and direction of change, and
anticipated actions and reactions among
industry players. This report summarizes
these discussions.

In preparation for the meeting, the
Foundation held one teleconference and
one “webinar.” Attendees at these events
were not IFC members, but other
industry leaders who represent various
ticket sizes and organizational structures
within the equipment leasing and finance
industry. The objective of these
conferences was to identify key issues
that warrant discussion and forecasts by
Council members. Questions raised
during the conference sessions provided
fodder for an IFC meeting that would
simultaneously be broad in scope and
deep in projection and potential
solutions for the future.

The discussion was divided into four
issues that drive the industry. These

drivers are the marketplace, the
legal/regulatory environment, human
resources and the economy. Because
each driver plays a critical role, the
reader should not infer importance based
on position in the report.

Issues, concerns and trends were
discussed for each driver. Where there
was general consensus on an issue, the
Council focused on factors that might
change and the likely harbingers of each.
The goal was to produce a cohesive
report that presents a large body of
material in ways that will be conducive
to smart navigation through the future of
leasing.

4301 N. Fairfax Drive, Suite 550
Arlington, VA 22203
703-516-8363
www.LeaseFoundation.org
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One CIT Drive
Livingston, NJ 07039-5703

Ph: (973) 740-5605
Fax: (973) 422-3142

Email: ron. arrington@cit.com

Mr. Laird M. Boulden
President

RBS CITIZENS, INC.
222 S. Riverside Plaza, 15th Floor

Chicago, IL 60606-5808
Ph: (866) 207-3357
Fax: (312) 589-1312

Email: laird.boulden@rbos.com

Mr. Edward Castagna
SVP

NASSAU ASSET MANAGEMENT
4 Expressway Plaza

Suite 100
Roslyn Heights NY  11577

Ph: (516) 484-5959x301
Fax: (516) 625-1981
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Mr. David D'Antonio
Managing Director

DIVERSITY CAPITAL LLC
800 Industrial Highway
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Ph: (856) 303-8100
Fax: (215) 893-3524
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President
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Fax: (413) 625-8593
Email: steve@aliac.net

Michael Fleming
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EQUIPMENT LEASING ASSOCIATION
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Phone: (703) 527-8655

Fax: (703) 527-2649
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Managing Director
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Ph: (212) 632-6202
Fax: (212) 332-5381

Email: eric.hanson@lazard.com

Mr. Charles F. Kiser
President

AMSOUTH LEASING CORPORATION
1900 Fifth Avenue North

12th Floor
Birmingham AL  35203-2610

Phone: (205) 326-5789
Fax: (205) 307-4124
ckiser@amsouth.com

Mr. Joseph C. Lane
CEO - GE Technology Finance

GE COMMERCIAL EQUIPMENT FINANCING (CEF)
83 Wooster Heights Road

Danbury, CT 06810
Phone: (203) 546-5817

Fax: (203) 796-1388
Email: joseph.lane@ge.com

Mr. James McGrane
CEO & President

US EXPRESS LEASING, INC.
300 Lanidex Plaza

Parsippany, NJ 07054
Ph: (973) 576-0501
Fax: (973) 576-0547

Email: jmcgrane@usxl.com

Mr. John M. McQueen
COO

WELLS FARGO EQUIPMENT FINANCE, INC.
733 Marquette Avenue

Suite 700
Minneapolis, MN 55402-2309

Ph: (612) 667-6616
Fax: (612) 667-9510

Email: john.m.mcqueen@wellsfargo.com

Mr. Paul J. Menzel, CLP
SVP , Leasing & Community Banking

PACIFIC CAPITAL BANK
One S. Los Carneros

Goleta, CA 93117-5506
Ph: (805) 560-1650
Fax: (805) 966-6715

Email: paulm@sbbt.com



2005 INDUSTRY FUTURE COUNCIL MEMBERS continued

Mr. Dennis P. Neumann
Chairman

BNY CAPITAL FUNDING LLC
1290 Avenue of the Americas

3rd Floor
New York, NY 10104
Ph: (212) 408-4930
Fax: (212) 246-1803

Email: dneumann@bankofny.com

Mr. Robert J. Rinaldi
SVP

NATIONAL CITY COMMERCIAL CAPITAL CORP.
995 Dalton Avenue

Cincinnati, OH 45203-1101
Ph: (513) 290-2890
Fax: (513) 263-6009

Email: brinaldi@nc-4.com

Mr. Robert P. Rinek
Managing Director, Investment Banking

PIPERJAFFRAY INC.
800 Nicollet Mall

Suite 800
Minneapolis MN  55402-7020

Phone: (612) 303-6606
Fax: (612) 303-1068

robert.p.rinek@pjc.com

Mr. Irving H. Rothman
President & CEO

HP FINANCIAL SERVICES
420 Mountain Avenue

P.O. Box 6
Murray Hill NJ  07974-0006

Ph: (908) 898-4000
Fax: (908) 898-4146

Email: irv.rothman@hp.com

Mr. David H. Smith
Managing Director
CITICAPITAL

450 Mamaroneck Avenue
Harrison, NY 10528

Phone: (914) 899-7973
Fax: (914) 899-7239

david.h.smith@citigroup.com

Mr. Kenneth B. Steinback
Chairman & CEO

COMPUTER SALES INTERNATIONAL, INC.
9990 Old Olive Street Road

St. Louis MO  63141
Phone: (314) 997-7010

Fax: (314) 997-7844
ken.steinback@csileasing.com

Mr. Robert F. Young
Managing Director
MOODY'S KMV

Harborside Financial Center Plaza Five
Suite 2400

Jersey City, NJ 07311
Ph: (201) 915-8791
Fax: (212) 298-7067

Email: robert.young@moodys.com

MIDDLE MARKET BANK BC
Mr. Thomas M. Jaschik

Group SVP
LASALLE NATIONAL LEASING CORPORATION

One W. Pennsylvania Avenue, Suite 1000
Towson, MD 21204
Ph: (410) 769-4828
Fax: (410) 769-9313

Email: thomas.jaschik@abnamro.com

MIDDLE MARKET INDEPENDENT BC
Ms. Deborah J. Monosson

President & CEO
BOSTON FINANCIAL & EQUITY CORPORATION

1260 Boylston Street
Boston, MA 02215
Ph: (617) 267-2900
Fax: (617) 437-7601

Email: debbie@bfec.com

SMALL TICKET BC
Mr. Paul Usztok

Senior Vice President/General Manager
GREATAMERICA LEASING CORPORATION

361 Forest Drive SE
Cedar Rapids, IA 52406-0609

Ph: (319) 261-4102
Fax: (319) 261-6102

Email: pusztok@galc.com

VENDOR PROGRAM BC
Mr. Douglas L. Nielsen

President
HIGHLINE CAPITAL CORP.

2930 Center Green Court South, Suite 200
Boulder CO  80301-5419

Ph: (303) 443-7267
Fax: (303) 443-7941

Email: dnielsen@highlinecapital.com

LARGE TICKET BC
Mr. Lawrence A. Watts, III

Managing Dir & Group Head, Equity Advisory & Syndications
BANK OF AMERICA

101 S. Tryon Street, Suite 2650
Charlotte, NC 28250
Ph: (704) 342-9304
Fax: (704) 373-2207

Email: Lawrence.a.watts@bankofamerica.com

IFC Meeting Facilitators:
Lisa A. Levine
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Products you trust! • Important Research! • Credible, Forward Focused Studies!

What does the Foundation do for your industry?

Industry Future Council Report—
Each year, we gather dozens of the sharpest executives 
from around the industry, ask them pointed questions 
about leasing’s challenges and strengths, and let them
engage in a freewheeling discussion about the near term
future of leasing. The resulting Report offers a look at the
influencing forces, variables and market-changing trends 
that signal the pace and direction of the business for the
next couple of years. This is an invaluable strategic and 
tactical tool.

State of the Industry Report —
The report that puts meat on the statistical bones! Based 
on ELA and government data, and using interviews with
diverse industry executives, this is the comprehensive 
annual report on the health and future of the industry. 
The in-depth analysis contains market segment trends 
and benchmarking statistics to help you size up your 
place in the market.

Journal of Equipment Lease Financing —
The only scholarly journal dedicated to equipment 
leasing! Published three times a year, the Journal
spotlights research, case studies, trends and practical
information through in-depth articles. Subscription info at 
www.leasefoundation.org

Stay Connected: Foundation Forecasts—
New this year! Forecasts is the Foundation’s bi-monthly 
e-newsletter. Forecasts brings you timely information on
Foundation research, new products and fundraising
highlights. Subscribe at the Foundation website today!

University and Academic Relations
The Foundation, always looking forward, works closely
with academics to conduct research in the equipment
lease financing industry. Foundation initiatives include:
• Research grants and authorship honorariums;
• Academics serve on Foundation Board
• Leasing transaction database available for research.
• Case study development and teaching modules

Industry Studies—
Through the Foundation, industry leaders have access to
the research tools that help them make wise decisions for
their corporations and employees.
Foundation commissioned research includes:
• New Capital Adequancy: Is Your Company Prepared 

for Basel II Implementation?
• New Indicators of Success Study
• Basel II Accords: Impact on the North American 

Leasing Market
• Future of Healthcare Leasing (coming soon)
• The “How To’s” of Doing Business In China (coming soon)
• Securitization Marketplace 
• Perfect Storms: Why Major Lessors Exited the Marketplace
• Case Studies: 7 Case Studies useful in corporate training
…and many others.

Website Resources
The Equipment Leasing and Finance Foundation website
contains myriad research, statistical material, and industry
related information for your use and exploration. All
material mentioned above, and so much more, is
available through the website, www.Leasefoundation.org

The Foundation is the nonprofit organization that provides vision for the equipment leasing and finance industry through future-focused
information and research. The Foundation is supported through corporate and individual donations.

Equipment Leasing and Finance Foundation
4301 N. Fairfax Drive, Suite 550, Arlington, VA 22203

Phone: 703-516-8363 • Fax: 703-465-7488 • www.leasefoundation.org
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