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Preface

What makes a captive finance company successful? Why are some captive finance companies performing well
while others continue to struggle? How can a captive finance company provide additional value to its Parent?

The impact of the pandemic combined with challenging economic and political conditions not only brought
to light weaknesses in the captive finance industry, but at the same time accelerated positive change. These
challenges and opportunities were examined as part of the Equipment Leasing & Finance Foundation Captive
Finance: Embracing Change and Driving Innovation in a Disruptive Market study to isolate both the reasons
behind, why, and what steps captive finance companies can take to ensure their viability and value to their
Parent.

The Equipment Leasing & Finance Foundation commissioned Capgemini, a leading global consulting firm,
to research and produce this study for the industry. The Capgemini team consists of equipment leasing
and finance industry experts and next-generation talent who’ve conducted internal and external research,
interviews, and analysis for the study. Each member of the team brings experience working directly with
clients within the captive and equipment finance industry. Capgemini also had the opportunity to collaborate
with the Foundation’s Steering Committee in validating the framework and prioritizing topics for the study.

The study is based on industry research and responses from leading captive finance companies across a
wide spectrum of sectors, ticket sizes, market approaches, and geographies as well as non-Captive finance
company leaders and service providers. Participation in the study was voluntary and for the common good
of the industry.

Several companies took time from their daily operations to contribute to the study by completing a
32-question survey. In addition, multiple industry executives took part in an interview designed to get a first-

hand perspective on the critical issues and trends impacting the equipment finance industry.

The Foundation and Capgemini would like to thank those who participated in the study. Without their support,
this study would not have been possible.
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Executive Summary

Captive Finance: Embracing Change and Driving Innovation in a Disruptive Market is a 2022 study completed
by Capgemini, covering a variety of topics relating to the evolution of a captive finance company (“Captive”).
This study will address the relationship between an equipment or software manufacturer (“Parent”) and its
Captive, the evolution of Captives and their customer demands, the effects of modern technology on this
dynamic, and finally, the outlook for the future of the captive finance company industry.

By examining each of these elements, Capgemini and the Equipment Leasing & Finance Foundation, with the
help of industry participants, were able to pinpoint the challenges and opportunities presented within the
current state of the equipment finance industry. Three leading trends within the industry that are shaping the
future of equipment financing as a whole were identified. The identified trends include:

Trend #1 — Providing a one-stop shop for equipment delivered through a seamless omnichannel digital
experience

Trend #2 — Offering customized/personalized solutions in an efficient and cost-effective manner
Trend #3 — Leveraging data-driven management and decision making

Captive Finance: Embracing Change and Driving Innovation in a Disruptive Market is supported by data from
the 2022 Capgemini Captive Finance Survey that was sent out to all participating companies, extensive research
by the Capgemini team, as well as interviews of executives from today’s leading Captives. While business
models may differ, we found that both Captives and non-Captives are challenged by system limitations, data
deficiencies, and rising customer expectations

In today’s day and age, many unique factors that we have never seen before are contributing to the changes
and evolution within the industry. COVID-19, while not a main topic of this study, still has had a dramatic effect
on the industry, and has contributed to other social and economic challenges, including inflation, supply chain
issues, and the “work-from-home” culture. The purpose of this study is to reflect on the past and current state
of the industry to better predict what the future holds and how the captive finance company industry can be
sustainable in an ever-changing environment.
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Introduction

Captives know only too well that while they protect their existing business models, they are facing a changing
marketplace. How individual companies will fare in this unfamiliar world is hard to predict. Some may be
squeezed out by new entrants such as technology companies and startups with the flexibility to react to
changing customer needs. Some smaller providers may merge with larger companies, perhaps moving from
captive into non-captive business. Other providers will thrive, adapting to the new environment and achieving
continued growth.
A Captive is an entity
There are plenty of articles and studies identifying a number of trends that ~ formed by a Parent for
threaten to disrupt the equipment finance industry, specifically Captives. We  the purpose of financing
launched this study to find out how Captives perceive some of these trends, as  Parent products offered
a basis for discussion about how companies can best respond. for sale through dealer
networks or directly by
In this report, we paint a picture of the future that draws on all of these sources. ~ the Parent.
To supplement our findings, we’ve threaded our survey data throughout this
study to accurately capture the opportunities that Captives are faced with in today’s disruptive market. The
completed survey data can be found in the appendix of the study. In addition to describing current trends, we
look at some of the factors that could enable captive finance companies to stay relevant and thus strengthen
their market position.
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State of the Equipment Finance Industry

U.S. Economy

After expanding for six consecutive quarters, the U.S. economy contracted during the first two quarters of
2022 due to weak exports and a slowdown in consumer spending. Gross domestic product (GDP) fell by 1.6%
in Q1 and by 0.6% in Q2. To control inflation, the Federal Open Market Committee continues to raise the
federal funds rate, resulting in the largest rate hike in 28 years. As of July 2022, the federal funds rate was
raised from 2.25% to 2.5% to reach 3.4% by year-end. In addition, the committee raised its full-year inflation
forecast to 5.2%, with the expectation of 2.6% in 2023 and 2.2% in 2024. Committee members expect the
unemployment rate, now near a 54-year low of 3.6%, to remain below 4% through 2023.

According to the Foundation’s 2022 Q3 Update to the Equipment Leasing & Financing U.S Economic Outlook:

“Following negative GDP growth in Q1, downside risks continue to plague the U.S. economy. While the
labor market is still strong and consumer spending has largely held up, the economic outlook has clearly
soured, and things appear likely to get worse before they improve.”

Equipment and Software Investment

Fueled by strong growth in the first half of the year, 2021 corporate investment in equipment was at its highest
level in the last decade, with a growth of 13.1%. This record-setting growth continued into Q1 2022 with an
increase of 16% (annualized) but has shown a decrease in Q2 as uncertainty regarding inflation, supply chain
issues, rising interest rates, looming fears of recession, COVID, and other macro-economic factors continue
to pose challenges for the industry. It is predicted that in 2022, equipment investment will only

grow by 5.9%.

Figure 1. E&S investment growth is forecasted to slow significantly as businesses contend with inflation, supply chain issues,
and rapidly rising interest rates.
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Equipment Finance Industry

Despite the economic headwinds, several equipment verticals remain in expansionary territory, including
construction, railroad equipment, ships & boats, computers, and software, all of which saw double-digit
investment growth in 2022. Demand for most sectors has been strong but rapidly rising interest rates and
supply chain shortages continue to put stress on the industry.

Construction, agriculture, and other industries sensitive to interest rate volatility are showing signs of weakness
while mining & oil, agriculture, and transportation-related industries are facing supply chain and geopolitical
concerns.

ELFA’s Monthly Leasing and Finance Index (MLFI-25) indicates that new business volumes in May 2022 were
16% higher from May 2021 and up by 8% year-to-date. The 3-month moving average increased by 8.2% in May
and is up 12%.The Monthly Confidence Index for the Equipment Financing Industry also increased modestly
yet remained below the historical average of 59.6.

The graph below indicates that the growth of corporate equipment investment will translate into a moderate
growth of new business for the equipment finance industry.

Figure 2. ELFA MLFI-25 New Business Volume Billions of $
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Industry Market Share
Over one trillion dollars of equipment finance is provided by three distinct categories of players:

Banks;
Captives; and
Independents.
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As shown below, based on new business volumes (NBV) in 2021, banks’ market share is nearly double that of
Captives.

Figure 3. Market Share based on New Business Volumes 2021

Industry Section

Independents
6%

Banks
63%

Captives
31%

Il Captives [l Independents Il Banks

ELFA, “2022 Survey of Equipment Finance Activity,” 2022

Banks’ ability to leverage existing customers, low infrastructure cost, low cost of funds, and low customer
acquisition cost have made independent leasing companies attractive acquisition targets. Captives on the
other hand have an edge in the equipment finance business as they can leverage their Parent’s knowledge
on useful life assessment, residual valuation, special pricing transaction structures, higher end-of-lease
satisfaction et al.

Overall, both portfolio and performance metrics showed improvement in 2021. Although banks had lower
delinquency levels as compared to Captives, in general, delinquency levels decreased in 2021 as compared to
2020 for all market participants.

The equipment finance industry in general had a better ROE of 13.0% and ROA of 1.6% in 2021 as compared
to the 2019 figures of 10.9% and 1.4% respectively. The 2020 figures of 5.1% and 0.7% are noted but set aside
due to the occurrence and repercussions of COVID-19. The 2021 rebound trickled into 2022. However, the
2022 projections of stunted growth seem to reflect the impact of the macroeconomic factors discussed in
the earlier section. While banks have a higher share of the equipment finance market, they had the smallest
growth in 2021 with a 3.5% increase in new business volumes as stated in the ELFA 2022 Survey of Equipment
Finance Activity Report. On the other hand, Captives had a 14.6% increase in new business volume in 2021.
Comparatively, in 2019, banks had a 12.8% increase in new business volume while captives possessed a 6.9%
increase.
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Evolution of the Captive

What are the value drivers and priorities for your Captive business today?

Digitalization, personalization, mobility, multi-channel, and connected assets — these topics only represent a
fraction of what is currently shaping the captive finance industry as indicated by survey respondents for the
study. Previously, Captives were in the midst of a protected environment that was stable and divided among
the key players, namely the OEMs, dealers, OEM-related Captives, independent lenders, and banks. Growth
was mainly driven through equipment sales, and Captives controlled competition through strong relationships
with dealers or customers’ brand loyalty to OEMs. These strong relationships encourage other financial ties,
including floor planning for dealers and pre-approved credit lines for borrowers. In some cases, Captives are
the “lender of last resort,” especially in tough economic times.

Growth is still important, but at the same time, it is necessary to modernize the system landscape and
simultaneously standardize processes. 70% of survey respondents selected dated workflows and processes
as having the greatest burden on their business, followed by outdated and irrelevant data at 60%, and
compliance and regulation factors at 50%. Modernization will not only provide the relevant infrastructure to
accelerate continuous growth but will also result in valuable efficiency gains. With regulatory requirements
becoming stricter and thus impacting the use of equity, Captives are being forced to focus and invest more
in risk management and identify measures to counter the loss of profitability. Furthermore, the competitive
environment is continuously changing, new players are entering and disrupting the market, and established
players are adapting their business models. The time and effort required by the business as well as the cost
to upgrade technology are just two of the challenges faced by Captives looking to move off of their legacy
systems. A greater and more focused effort is necessary to develop ideas that enable incumbent Captives to
stay competitive in an evolving market.

While the challenges and opportunities are similar, the current level of IT and Operational maturity of today’s
Captives varies greatly.

Additionally, customers are developing new habits in their interactions with financial institutions and thus
are changing their expectations and needs for the future. The process of financing equipment, including
its configuration, is changing significantly and therefore needs to be adapted. New services are offered to
enhance the complete customer experience and promote brand loyalty. It is time for the classic setup of
Captives to adapt and to keep up with all the new influences before customers are lost due to competition or
outdated and inefficient business models.

A Change in the Customer Mindset

Convenience is key. Survey participants are expecting customers to look for more convenience and simplicity
when it comes to conducting business with Captives. Customers expect seamless transitions between online
and offline experiences. Customers’ digital maturity is constantly increasing as they are using online channels
for many transactions in their daily life, such as ordering goods or banking services. This often leads, in
consequence, to Captives’ customers being more and more dissatisfied with the necessity to apply for financing
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in a disconnected online and offline environment. Digitally savvy customers expect leasing and financing
partners to provide a full application process online, without any interruptions. The process is expected to
be “Google fast and Apple easy.” In apparent contradiction to this, however, survey participants expect those
customers — driven by, for example, asset volume or emotional involvement — want to visit the dealership
or some intermediary offline. In this respect, a seamless customer experience is imperative. The availability
of a comprehensive ecosystem, including consistent data, for all customer touchpoints and an overall digital
strategy is key to fulfilling customer expectations — a standard that has already been implemented in other
industries.

Figure 4. What are the top 3 things you expect your customers will demand within the next 2 years?

70% Seamless, intuitive 70% Improve self-service 60% Offer flexible
experiences across all capabilities pay-per-use financing
physical and digital channels options

The analysis shows that the discussion about digital channels is multifaceted. First, it can be seen from a
sales perspective. Historically, almost all revenues were generated via dealers and other indirect channels.
The evolving digital world opens new opportunities for Captives to build strong direct relationships with
their customers via direct sales channels. Building on this capability represents an opportunity to grow closer
to the customer and might even become a prerequisite for Captives if they are to stay relevant in a rapidly
integrating digital world where customer touchpoints are crucial.

As mentioned above, convenience is the key to channel partner and customer experience in the digital age.
This does not only apply to channels but can be transferred to products and services as well. Bundling of
financial and non-financial products is seen as a key differentiator in the increasingly demanding environment.
It must be noted that the price for a product or service will not be the single differentiator. There was a clear
and consistent message from interviews with Captive leaders — we will never have the lowest cost of funds.

Innovation remains a challenge for Captives, as their major growth drivers have in the past been financing
and leasing products. It is not surprising that innovation has been widely neglected. Obviously, there are
different variants of the products, and they are often combined with service components that a customer
can choose. However, compared to other industries and even to the OEMs the degree of innovation in Captive
organizations is low. Convenience, including bundling of products and services on a single contract and invoice
will increasingly drive financing decisions. These innovative, and often complex solutions must be delivered
through an overall customer experience that is on par with those currently found in the consumer space.
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Tailor-made Captive solutions sound like an ideal scenario, but they are difficult to implement and operationalize
from a product management perspective. A high degree of standardization allows for better management of
revenue streams and reduced complexity.

To fulfill customer expectations and manage the described evolution, Captives must digitalize key areas of
their business. Over the next two years, nearly one-third of Captives predict customers will demand seamless
and intuitive experiences across all physical and digital channels. Tied for second at 18% was the enhancement
of self-service capabilities and offerings on flexible pay-per-use financing solutions. As many of these players
have been operating in a conservative and classical banking environment for many years, a substantial mindset
shift must be achieved.

The Captive industry is changing with this shift away from pure products to integrated solutions which focus

on customer expectations. This trend can be seen in many industries right now. However, some Captives are
lagging and have not fully embraced digitalization and what it means for their organizations.

EQUIPMENT LEASING & FINANCE FOUNDATION e 13
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Disruptive Trends and Customer Needs

The onset of COVID-19 not only accelerated trends that were already underway but created opportunities for
organizations to differentiate themselves. In order to address these post-COVID trends, traditional lending and
leasing organizations must transform their business operations and revisit their long-term strategies. In many
cases, this transformation can lead to better operational efficiency, lower costs, and enhanced customer
experience. As part of the study, we identified several trends impacting the leasing and lending industry today.

e Environmental, Social and Governance (ESG)
e Attracting and retaining top talent

e Adapting Hybrid work environments

e Equipment leasing M&A activity

e Increased regulation

e Impact of fintech

e One-stop shop omnichannel experience

e Digital transformation

e Data decisioning

e Customized products and solutions

e Self-service capabilities

The following three trends were selected as the most crucial by study respondents.

Trend #1 - Providing a one-stop shop for equipment delivered through
a seamless omnichannel digital experience

Digital Capabilities are the use of technology to change how the company interacts with
customers, structures its organization and people, operates internal processes, or defines
its business model.

A top priority for most Captives is building brand loyalty by offering a one-stop shop for acquiring and financing
equipment. Today, more than ever, customers expect a streamlined digital experience with a single look and
feel across all touch points.

Whether the Captive and Parent go to market together or separately, the lack of integrated systems is
an ongoing challenge. In the 2009 Captive Finance Survey, 65% of respondents reported that their future
technology strategy will include increased integration with the Parent; however, today, 100% surveyed said
they have limited integration with internal and external systems and approximately 75% indicated that they
still do not have any integrated customer support systems.

Digital Transformation (DX) is the integration of digital technology into all areas of a
business, resulting in fundamental changes in how a business operates and the value
they deliver to their customers.
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Separate customer relationship management systems hinder pipeline and sales management, and data from
a variety of sources must be pieced together to have full visibility of a single customer relationship. Numerous
platforms, each with different user interfaces, security protocols, and access points, have an inconsistent look
and feel for customers. Multiple handoffs cause delays in processing transactions along with duplicate data
entry and other operational inefficiencies.

Figure 5.

A personalized, An omnichannel, Enhanced customer An improved Net
frictionless customer digital-first customer engagement Promoter Score
experience journey

While 90% of Captive survey respondents believe the pace of digital change is increasing compared to pre-
COVID, only 56% indicated that they have begun moving toward a digital ecosystem citing “time and effort
required by the business” as the main reason Captives and Parents continue to operate on outdated legacy
systems.

Capgemini’s Research Institute examined the digital transformation progress of 1,000 organizations over the
2018-2020 period. On average, in 2020, 60% of organizations said they had digital capabilities required for
digital transformation, up from 24% in 2018. There is no doubt that the pandemic has been a major catalyst
for organizations to pay more attention to their digital transformation. In fact, it has forced many companies
to reinvent themselves and accelerate their transformation.

Figure 6. Percentage of organization believing they have the required digital capabilities

61% 61% 59% 59%

34% 34% 6i ‘ 6°’|° ‘

.

Talent and Operations Business model Customer experience
organization innovation

W 2018 W 2020

Capgemini Research Institute, “Digital Mastery: How organizations have progressed in their digital transformations over the past two years,” 2021
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Even before the pandemic, organizations started to increase their investments in digital transformation.
According to the International Data Corporation (IDC), spending on the technology and services that enable
digital transformation has been increasing since 2018 despite the challenges presented by the COVID-19
pandemic. According to IDC, 53% of enterprise organizations have an enterprise-wide digital transformation
strategy, a 42% increase from just two years ago!

Although demand for digital and self-service capabilities is dependent on the Parent’s industry, customer
profile, and deal size, today’s “anytime, anywhere, any device” approach to work has accelerated the need for
digital and self-service capabilities across all Captives. Captives offering larger customized solutions tend to
lean toward traditional channels while those offering smaller, commoditized products favor digital channels.
In many cases, it’s not one or the other, but both, as indicated by 70% of survey respondents who believe their

customers will demand improved self-service capabilities within the next two years.

Figure 7. Capgemini Captive Finance Study original infographic

Electronic Services Invoices Asset
Documents Management Tracking

On-line Digital Electronic
Application Onboarding Reports Payments

Lack of automation, immature self-help solutions, and even high-contact volumes can undermine program
delivery and create a bad customer experience. Organizations must understand customer frustration runs
high when the resolution path is cumbersome, characterized by poor handoffs between support levels and a
lack of personalization that doesn’t recognize the lifetime value of a customer.

Customers are demanding a unified and comprehensive approach that gives a single, accessible, and simple
point of contact — what Capgemini refers to as the “Frictionless Enterprise.” An integrated workforce of live
agents and automated support services enables customers to choose the route that best suits their needs, so
they have a seamless, personal, omnichannel experience. There are high volumes of repetitive queries that
don’t require human interaction, best handled through Al-powered digital channels. This reduces the cost per
transaction, increases accuracy, and provides “always-on” access to service on digital devices.

Trend #2 - Offering customized/personalized solutions in an efficient
and cost-effective manner

Captives are experiencing increased pressure from customers to provide customized financing solutions.
Everything from the simple bundling of software and services with Parent hardware to the most complex
pay-per-use model without minimums or a purchase commitment.

The challenge is that customized solutions can be time-consuming, manual, and difficult to scale. This is
especially cost-prohibitive for the low-cost, commodity-type transactions financed by many of the Captives.
In most cases, Captives’ legacy systems are not capable of tracking and managing variable usage and billing
options and the time and cost to upgrade or replace are substantial. In addition, Captives struggle with

16 e EQUIPMENT LEASING & FINANCE FOUNDATION



Captive Finance: Embracing Change and Driving Innovation in a Disruptive Market

credit, legal, and accounting complications associated with these alternative financing options. Captives have
traditionally been risk-averse when it comes to bundling soft costs and non-Captive equipment. Legal is
reluctant to forgo the “hell or highwater” protections and accounting must deal with the impact to balance
sheets and income recognition methodologies.

Whether we like it or not, bundled products and flexible pay-per-use financing options are here to stay. 80% of
Captives surveyed believe demand for pay-per-use or flexible consumption product demand is increasing with
50% identifying “offering flexible pay-per-use financing options” as one of the customer’s top three demands
in the next two years. 100% of survey respondents believe bundling Parent equipment with software and
adding flexible consumption capabilities will be part of their future go-to-market strategy.

The good news is that Captives often have an advantage over banks and independents when it comes to
bundled and pay-per-use financing solutions. In addition to leveraging Parent data used to price deals, predict
usage, and set residual values, Captives may benefit from blind discounts and residual protection while
building brand loyalty and improving customer retention.

Trend #3 - Leveraging data-driven management and decision making

Data is the digital representation of an organization’s past and present, encompassing its
process and interactions with customers, ecosystem, and market.

Given the rapid pace of change in technology, the hypercompetitive business environment, and increasing
customer expectations, organizations today need to adapt and reinvent quickly to deal with uncertainty. Data
is a prerequisite for digital transformation. In this unforgiving environment, harnessing and applying data and
analytics is a critical enabler for digital transformation success and innovation.

While there is evidence that organizations are making progress on data-driven decision-making, decision-
making largely remains reactive, looking at what happened in the past (descriptive) or why it happened
(diagnostic). Actionable data is the most critical factor in digital transformation. But aside from a few high-
performers — what we call Data Masters — our research shows that data capability is patchy among many
organizations today.

Disparate systems, data silos, lack of data governance, and data quality issues are preventing Captives from
moving forward with their data decisioning strategy. Nearly 80% of Captives surveyed believe their data is
incomplete and unreliable. This coupled with the high cost of upgrades and/or replacement of legacy systems
and the large investments in data management tools and staffing necessary to collect and analyze data round
out the Captives’ list of data concerns.

Data-driven decision-making is critical for organizations to strengthen and reimagine customer engagement.
Data can become a strategic asset in enhancing customer loyalty while data-driven patterns and insights can
help organizations find solutions for customer issues. Captives’ top data analytics and objectives include:

e Better understanding of customers to anticipate their needs

e Personalizing the customer experience

¢ Using artificial intelligence to drive business decisions and solutions
¢ Improve risk management and modeling capabilities
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Figure 8.
Data Access to A 1%
Collection insights N 38%
pata [ ‘

visibility Our organization has a complete
picture of all the data inventory

Data Our access policies cause the
Collection business users to spend time Y 5%
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Data ) -
access We have defined access policies for \ B

all kinds of user-roles A 39%

We can easily store, retrieve and

Access to \ BV
L analyze the data at all levels of the g >3%
insights (>} A 39%

organization’s value chain

B Technology executives [l Business executives

Capgemini Research Institute, “The data-powered enterprise: Why organizations must strengthen their data mastery,” 2020

Data-powered enterprises create, process, and leverage data proactively to fulfill corporate
purpose, achieve its business objectives, and drive innovation.

The past two years have witnessed a boom in emerging technologies such as artificial intelligence, the internet
of things (loT), automation, and virtual and augmented reality. However, only a minority of organizations
are driving business value and outcomes through data-driven insights. The use of algorithms, insights, and
intelligent automation for decision-making and transforming data and insights into actions helps organizations
predict market dynamics, anticipate trends, identify customer behavior, manage risk, find operational
efficiencies, grow, and innovate.

Captive survey respondents believe artificial intelligence, followed closely behind by the Internet of Things
will have the greatest impact on the Captive finance industry.

e Artificial intelligence - fraud prevention, credit decisioning, risk management regulatory compliance,
customer behavior

e Internet of Things Technology - Wet Ink technology, collateral tracking, monitoring asset usage
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Figure 9.

By harnessing activated By harnessing activated By harnessing activated
data, we were able data, we were able data, we were able
to create a sustained to introduce to introduce new

competitive advantage new business models products/services

Capgemini Research Institute, “The data-powered enterprise: Why organizations must strengthen their data mastery,” 2020

By leveraging Al-driven data platforms Captives will increase productivity and reduce manual processing.
It can be used for real-time usage tracking and reporting for flexible usage billing, auto credit scoring &
auto-decisioning, managing sales and operations team performance, identifying unprofitable products or
customers, and providing value to partners.

To build a frictionless business, having access to data and digital is not enough. Neither is replacing humans with
machines through leveraging Al. The processes that organize an enterprise must be completely reimagined to
be able to implement intelligent automation and create a digitally augmented workforce at scale.

Data-powered enterprises win market share by delivering better and more personalized products and services
to consumers and businesses, enabling the whole enterprise to leverage data and make faster and better
decisions to drive operational excellence and competitiveness. In order to succeed data and Al-powered
transformation needs to be embedded in the business, empowered by a data-powered leadership and culture,
as well as technology usable by all, leveraging all data assets.
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Approaching Innovation
Effective Ways to Create New Products, Services, and Ways of Working

In view of all the current and imminent changes to portfolios, business models, and relationships, the ability
to innovate is now a key success factor for Captives. Each company will need to determine and implement an
innovation strategy to suit its situation and ambitions.

In the otherwise traditional agriculture industry, for instance, smart farming, precision agriculture, and use of
industrial internet of things (IoT) has been gaining prominence. The use of technology in the agriculture industry
provides viable solutions to help increase crop production thereby improving efficiency and profitability.

John Deere, the world’s largest agriculture equipment manufacturer is releasing its first autonomous tillage
tractor which “uses artificial intelligence and agronomic data to precisely map and plow fields”. The software
will collect and store agronomic data and will allow farmers to get more productivity out of the land.

Although the executive team at Deere has not disclosed the pricing model for the software yet, they have
considered offering the self-driving tractor through a subscription model. Using a subscription model to sell
or lease the driverless tractors can result in higher margins and drive revenue growth.

From a technology standpoint, the emergence of the internet of everything (IoE) has presented great
opportunities for IT innovation and solutions. It introduced flexible consumption models such as pay-per-use
(PPU) that are beneficial to both the company and its customers.

Cisco Systems Capital Corporation (“Cisco Capital”) is positioned to provide competitive financing delivered
as a bundled service on Cisco technology purchases. For instance, in 2021, Cisco Plus was launched as a
new brand to transform flexible consumption models through platform, offer, and experience innovation
for cross-architecture solutions. To simplify the buying and operational experience, Cisco Plus offers “unified
subscriptions that are simple to use, deliver predictable outcomes, and provide intelligence from Al-driven
insights and automation to drive performance and cost optimization”. This allows Cisco to take care of the
complexity of IT challenges so that customers are able to direct their focus on business objectives.

Cisco’s offerings have accelerated technology adoption and made it more accessible for their Parent company,
partners, and end-user customers from a variety of industries. Companies can manage their cash flow return
on investment (ROI) to increase efficiency when initiating new processes, storage, and data networking. As
a result, business innovators have the opportunity to elevate their proposals and evolve with technology to
meet customer demands.

According to a study by Precedence Research, the global medical device market was valued at $550 billion in
2021 and is expected to reach $850 billion by 2030. Faced with older equipment that is expensive to maintain
or replace, healthcare executives are looking for creative ways to acquire medical equipment. While the
industry has historically used loans and tax financing to purchase equipment, the more flexible pay-per-use
and fee-for-disposable models have become more popular in recent years.

Today, collaborative arrangements, such as performance contracting with payments based on hitting
certain performance targets such as patient outcomes or reduction in energy usage, and managed service
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agreements that bundle everything from building construction, equipment, maintenance, service, and even
staff augmentation into a single financing package, are gaining interest.

Philips, a leading health technology company, has taken this one step further by creating managed service
partnerships with healthcare organizations. Philips works in partnership with their customers as an extension
of its team taking responsibility for “planning, procurement, implementation, maintenance and performance
services of its customers integrated medical technologies and Al while helping to improve operational
performance and optimizing the total cost of ownership.”

Through our research, we identified varying levels and maturity of innovation management across all types
of leasing and lending companies. Across the broader financial services industry, 85% of companies have
established an innovation management function; some have started creating one, and only a small proportion
do not have one. Digital transformation is no longer a new phenomenon, but firms continue to up their
investment in it. 62% of companies report investing “more’ to “a lot more” in digital innovation compared
to five years ago.

Of course, not every company needs a separate innovation management function — everything depends very
much on size and strategy.

Unsurprisingly, given the variation in maturity with respect to innovation management, there is no consistency
in the approach to identifying relevant innovations. A wide range of sources are used, including customer and
partner suggestions, conferences, external support, and the company’s own market research.

In terms of the areas of innovation on which Captives are focusing, again there is a wide variety of approaches.
Artificial intelligence is a key focus area today. However, target areas for innovation include all aspects of the
application process, particularly credit and documentation, as lenders aim for “touchless” originations for the
small-ticket segment of their business. Chatbots for automating aspects of customer service is another key
area, along with the “next best offer” process.

Embedding Innovation in the Business

Captives know that they can only truly benefit from innovation if they anchor it to their business process and
embed it in the organization. On the other hand, there is little agreement about the right approach to doing
so, or to the governance required.

A key question is how innovation should be structured — should it be integrated into existing business units,
assigned to a separate, independent unit, or something in between? The answer depends very much on the
corporate culture. If a company is not, in general, open to new ways of doing things, then it may make sense
to create a separate unit that has the freedom to experiment.

Two key points to take into account when approaching innovation are customer involvement and the optimal
use of technology. Customers, internal and external, should be integrated into processes — from product design
ideation to development. Traditional approaches such as surveys and anecdotal information from relationship
managers won’t achieve this, so Captives need to look at new tools for continuous customer integration, such
as monitoring and analyzing social media data, and moderated online panels. With a combined percentage of
58%, Captives believed that improving risk management and modeling capabilities, using Al to drive business
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decision solutions, and gaining a better understanding of customers to anticipate their needs as their top
three objectives for data and analytics. Only by listening intently to customers and partners, learning about
their needs and expectations, does it become possible to make sure that innovations meet the needs of the
business.

As for technology, the equipment leasing industry has traditionally focused on originations modernization
before anything else. However, the greatest gains are often made by focusing on back-end process optimization
as well as the front-end. These processes are often labor intensive and automating them, therefore, offers
major cost reduction opportunities.

Several Captives have embarked on process optimization in the back office, and many have mature solutions
in place. In general, industry leaders feel that they have more to do in this area, mostly stating that technology
innovations are not yet sufficiently implemented. In addition, many organizations have not yet synthesized
the internal and external data required to realize the full potential of automation and Al. They are working
on it, however, with some having implemented robotic process automation (RPA) and customer-facing bots
— starting with a low-cost and quick-to-market pilot. This, in fact, is a widely adopted approach. Pilot simple
processes that currently involve significant manual effort, then iteratively and incrementally extend the
approach to more and more processes. At the same time, gradually extend the use of automation, artificial
intelligence, and machine learning to optimize and automate more complex processes.

Figure 10.

Technology Focus Areas

Big Data & Analytics * Risk Management and Fraud Detection
* Personalization
* Predicting Market Trends

« Predictive Analytics to Capitalize on Customer Insights
* Cross-Selling and Up-Selling

Artificial intelligence ( Robo Advisors Recommending Products to Customer
« Credit Decisioning and Risk Assessments
+ Collections

Chatbots ( Customer Service
* Dealer Interactions

« Billing and Invoicing
Y | - Payment Application l

» Connected Assets
loT age Based Financing
» Maintenance

Capgemini, "Captive Finance Study original infographic” 2022
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Building the Necessary Business and Technology
Capabilities

Captives started building the required capabilities towards becoming
a leasing and lending powerhouse - still they hesitate to take a
pioneering role.

As customer-centricity and enabling technologies become critical, Captives are strategizing their future roles.
How can traditional Captives become future-proof as banks and Fintechs continue to exert influence?

In a world where “normal” seems to be just a metaphor for something vaguely familiar but by no means
permanent, recognizing and responding to a rapidly changing environment is paramount for Captives today.
Businesses need to adapt as rules of engagement change: where a shifting demand curve, technological
acceleration, and dynamic business evolutions all require a different strategy and set of tactics. To be
successful, Captives must determine which technologies will benefit their organization. Yet amidst the flood
of technologies in the market, it can be challenging to determine what will matter the most. Leaders require
increasing tech savviness to address the huge scale of change, with the ability to apply both short and long-
range views, together with fluidity to react in the dynamic environment in which their business operates.

Embracing Ecosystem Strategies

Captives are increasingly turning to new business models to create, cultivate, and monetize network effects
and to facilitate and enhance customer experiences. The combined Parent and Captive have an opportunity
to embed leasing and lending in customers’ broader journeys to power engagement in ways that are invisible,
sustainable, and inclusive.

Most survey respondents seek increased wallet share with existing customers and to attract new customers
with broad spectrums of bundled financial and non-financial products and services. The ability to acquire
customers and build loyalty through new products and distribution models, backed by the right digital tools,
skills, and metrics, can make ecosystems a key driver of growth.

While current platforms may be adequate to run the business today, many Captives are currently living
with costly systems, that require the use and support of legacy technology, are fragile, not scalable, and are
operationally inefficient.

The ecosystem concept centers around addressing the capabilities needed by Captives and other equipment
finance organizations to drive growth, operational excellence, and customer satisfaction through an ecosystem
of various technology platforms and partners. Many companies are no longer looking for the “silver bullet”
E2E solution of single front-end and back-end solutions, but rather an ecosystem to provide robust capabilities
to drive growth, operational excellence, and customer satisfaction.

The ecosystem enables a more contemporary model including a modern, digital, open ecosystem to address
future needs and allow equipment finance organizations to remain ahead of competitors. In the 2021 ELFA
Business Technology Performance Index, over 30% of survey respondents expected to adopt the ecosystem
approach within 3 years, and another 40% expecting to adopt the approach in 3-5 years. Based on survey
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responses and interviews with industry leaders, we are indeed seeing that Captives are not only embracing
the concept but are already acting upon it.

Figure 11. Captive Finance survey (pg. 27)
There is notion that the Captive finance industry is evolving towards a digital ecosystem, do you agree?
If yes, are your core systems and other technology capable of sustaining such an ecosystem?

W Our core systems are capable
of such an ecosystem

W Our core systems are not capable
of such an ecosystem

B We have already begun the digital
ecosystem transformation

M Unsure

The rationale for this capability transformation includes:
e Providing an opti-channel customer experience
¢ Enabling digital self-service
* Enhancing the ability to bundle and unbundle products
e Offering flexible billing for usage-based financing options
e Gathering insights from data to create personalized experiences improving integration with
customers and partners
e Delivering high availability, scalability, and performance
® Accelerating time to market for new products and services

Figure 12. Captive Finance survey (pg. 27)
What areas of the ecosystem were/are your top priorities

CRM -
Workflow Customer
Automation Relationship
13% Management
15%
Connectivity Fraud,
and IoT(;Dewces MYC & AML
9% 6%

Program

Customer Management

Self Service

13% 1%

Pricing &
Customer Service Deal Structuring

Case Management
& Collateral 11%
13% Asset

9%
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The Evolution of the Ecosystem

The equipment leasing business capabilities of Captives remain valid, however, what is changing is the
approach around how to solve for the technology.

Figure 13.
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Below is a model comparison between the traditional equipment leasing platform and a continuously
evolving ecosystem model.

Figure 14.
TRADITIONAL LEASING PLATFORM LEASING PLATFORM WITH CONNECTED LEASING ECOSYSTEM

Customer Touch Points

Customer
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FRONT END M) Y W
(Front OFfice) ' M & [ 4 z
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Middleware
Enablement ks
TRADITIONAL LEASE Layer Common Capabilities
ACCOUNTING
Business Rules
Core

Lease

DATA WAREHOUSE Accounting : :
(Back Office) Transaction Processing

Capgemini, "The Evolution of the Ecosystem Model", 2022

Historically, Captives have had a relatively straightforward IT environment consisting of front-end and back-
end platforms, as well as a data warehouse. However, the future IT ecosystem is being driven by the need
to provide the capabilities, services, and flexibility that new business models and customers demand.

A key aspect of the ecosystem evolution is retaining core systems for transaction processing. The
enablement layer that interfaces with that core become critical in that it contains a combination of common
capabilities, middleware, data, and business rules which connect via application programming interfaces
(APIs) to required internal and external systems. On top of the ecosystem sits the customer engagement
layer, which is meant to allow a truly digital, omnichannel experience.
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Technology Modernization for Building Future
Captive Finance Experiences

40% of survey respondents claim the current state of their systems and
operational capabilities are below industry standards

Not bound by legacy systems, new entrants to the market are harnessing cloud-based core platforms that
easily integrate with the partner ecosystem, driving innovative offerings to market faster and meet evolving
customer demands. These dynamics demand that Captives — many with legacy core systems — transform
to match the pace of their faster counterparts.

For many Captives, this transformation can be slow-moving. In an open banking era of data sharing and
open ecosystems, Captives that are constrained by legacy systems struggle to rise to the challenge posed by
new entrants and other faster-moving competitors. With bulky, unwieldy legacy systems making it difficult
to integrate with third-party applications and platforms, there is only one option for incumbent Captives —
modernize the core technology platforms.

Captives with modern technology platforms can achieve higher revenue growth, drastically reduce costs, and
de-risk their operations.

Technology modernization is an enterprise-level change that raises several questions
for Captives.

Should it be on the premises or in the cloud?
Will it be in phases or one large implementation?
What is the best way to securely migrate data from multiple legacy systems?

Technology system modernization is an enterprise-level change and Captives face a unique set of challenges
on their journey. These include build vs. buy decisions, phased vs. big bang implementations, and choosing
between on-premises and cloud deployment models. Additionally, Captives are faced with altering business
processes, evangelizing Agile and DevOps processes, ensuring minimal impact to integrating peripheral
systems, and migrating massive amounts of secure data from legacy to modern cores. Organizational change
management, including staff training and enablement, is also important. Finally, Captives must accelerate the
overall implementation to ensure that business benefits are realized.

Technology Modernization Challenges

Financial systems are mission-critical in nature and transforming them can cause significant business
disruption during the implementation or deployment stages. Captives have been running non-integrated
legacy applications on various platforms, which increases the technical complexity of integrating diverse
applications into a common platform. 90% of Captives identified limited integration with internal and external
systems as their greatest challenge with their current technologies.
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During a transformation project, the risks and potential losses are very high due to data migration, integration
of multiple processes, and the consolidation of multiple systems. Apart from the technological risk, there are
various other implementation challenges associated with these initiatives.

Figure 15.
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Capgemini, "Core Financial System modernization" 2022

Core financial system modernization projects have to deal with several barriers to transformation that may
cause these projects to fail. A proper understanding of these challenges must be incorporated into every
Captive’s transformation plans.

Key Considerations for Success

In order to make core system transformation a success, Captives must carefully evaluate key business and
technology parameters including vendors and integration partners.

Most importantly, Captives must evaluate their own ability to take on a large transformation in a few key
areas.

e Captives must align their IT strategy to their business goals such as operational improvement, ROI, revenue
growth, customer satisfaction, and cost reduction. The transformation must deliver improved business
capabilities and optimize business processes.

e Strong leadership support and change management focus are critical for transformation success. There
should be effective communication and active management of stakeholders with well-defined roles and
responsibilities.

» Technology solutions selected for the ecosystem should have a flexible architecture and must be scalable
enough to meet the future business requirements of the Captive. The technology selection process must
also take into account the degree of maintenance support and customization required over time.
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Managing expectations is key. The business case should contain agreed-upon measures to improve efficiency
ratios, as well as agreed-upon IT milestones over the transformation timelines. There should be clear
expectations of the benefits of transformation over both the short and long term.

Options for Technology System Modernization

Figure 16. Captives have three options for replacing the core:
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Capgemini, "Core Technology System Modernization"2022

Big Bang Replacement of Core

Organizations often pursue this course of action when they urgently need to replace their core platforms
because of obsolescence or regulatory imperatives. However, it can be risky. It requires extensive data
migration, and the benefits are typically only realized when the final customer is migrated, and the legacy
systems are decommissioned. Organizations generally choose a traditional platform as the replacement,
reflecting concerns that next-generation platforms are not yet fully proven or focused on a subset of products
and features.
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Journey-led Progressive Modernization

Most organizations have pursued this strategy. It comprises retaining the legacy platform but progressively
minimizing it as they build a modern architecture around it. It is often seen as a safe option if the current
architecture is viable for the next five to ten years. Most advanced clients start with the most critical customer
journeys and a “strangler pattern”—hollowing out frequently-used functionalities and rebuilding them as
microservices. Still, while the approach is lower risk than the first option, transition timelines are generally
slow, and clients may not achieve the desired levels of efficiency and time-to-market.

Greenfield Tech Stack

CXOs focused on staying ahead of the curve often pick the greenfield option because it enables them to
launch new offerings and deliver value quickly. It is often considered less expensive than the other options
and safer because the existing customer base is not exposed until the proposition and technology are proven.
With many clients exploring next-gen core platforms, this option arguably provides the best way to elicit the
most value. A few institutions are also exploring the possibility of migrating a large incumbent customer base
using a “reverse takeover” approach.

Figure 17.
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Capgemini, "Migration Approach" 2022

e The migration approach is driven by the readiness of the overall platform to support customer segments,
features, and products

e Migration events will impact colleague processes in the front and back office and will require planning,
training, and dress rehearsals to minimize customer impact

e The risk acceptance will drive the level of coexistence and customer impact in migration

* The migration approach must deliver the planned business case of value creation and cost reduction
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e The automation approach will be dependent on volumetrics - the number of records (assets, contracts,
customers, etc.) in the portfolio.

e There will be customer impact. Planning and design are required to manage customer expectations
during & post-migration events.

Several decisions have a significant impact on choosing the best implementation sequence.
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Conclusion

The research described in this report shows that disruptive trends in the current marketplace offer a range
of opportunities for captive finance companies, but also present certain challenges and threats. The Captives
involved in this study fall into two main categories, with a few somewhere in the middle.

e Innovators — focused on identifying and operationalizing new business models, products, and services in
close alignment with their Parent

e Traditional Captives — focused on improving operations across the business to stay competitive

An individual Captive’s choice of role will be influenced first by its level of innovation and second by its level of
dependence on, and integration with, the Parent. Having determined its target role, each company needs to
embark on the journey of building the necessary business and technology capabilities. Specifically, they must:

Define the new product portfolio

e How will they respond to the demand for new and complex products and services?
e What products and services must be digitized?

e What new digital products must be added?

Understand the customer journey and its implications for the sales model
and for their business

e What should be the future relationship between the Captive, Parent, dealers, and partners?
* How can the new model be made commercially attractive for all parties?

e What is the best way to use data, and tackle the obstacles of data sharing?

Decide how they will achieve the necessary innovation

¢ Do they need an innovation management function?
e What are the target areas for innovation and how should these be prioritized?

¢ How will innovation be embedded in the business?

Determine the best approach for technology modernization

e Should it be on-prem or in the cloud?
e Will it be in phases or one large implementation?

e What is the best way to securely migrate data from multiple legacy systems?
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Answering these questions at an early stage and revisiting them regularly will position Captives to achieve
their desired role and succeed in an unpredictable future.

It has been two years since the COVID-19 pandemic accelerated the need for organizations to deliver best-in-
class customer experiences across digital channels. Captive Finance organizations can no longer sit back and
remain traditional. We are now in a time where equipment finance organizations, including Captives, must
address customer centricity, operational resilience, and business awareness to remain relevant.
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Survey

What percentage of your Captive business is in each market segment?
Micro ticket (<$25k)

Small ticket ($25k-250k)
Mid ticket ($250k-$5MM)
Large ticket (>$5MM)

MICRO TICKET (<$25K) SMALL TICKET ($25K-250K)

$250MM-1B
42%
$50-250MM
25%

MID TICKET ($250K-$5MM) LARGE TICKET (>$5MM)

>$1B
10%

$250MM-1B

o $50-250MM $50-250MM
30% $250MM 30%

-1B
20%

What are the value drivers and priorities for your Captive business today?

Customer retention
Incremental income

Aid Parent in growing market

Value creating for customer
Investment of surplus capital
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Regarding Parent strategy, how involved is the Captive in Regarding Captive strategy, how involved is the Parent in
establishing policy and direction? (Select all that apply) establishing policy and direction? (Select all that apply)

Figure 18.
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What, if any, services are shared across the Captive and Parent companies? (Y/N)

Figure 19.
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Do you use any outside financing partners/programs?
Yes | 70%

You indicated on a previous question that you use outside financing partners/ programs.
Please indicate why? (Select all that apply)

Rank

Diversify Risk 62%
Access to capital 62%
Favorable income recognition 50%
Drive additional volume 50%
Partner's ability to finance non-Parent product 37%
Other (please specify) 37%
Partner's ability to offer creative financing options 12%

Is your go-to-market strategy expected to change in the future?

No 60%
Yes 40%

You indicated on a previous question that your go-to-market strategy is expected to change
in the future. Please indicate the main reasons for this change. (Select all that apply)

Rank

Bundling Parent equipment with services 100%

Adding flexible consumption (pay per use)
capabilities

Transforming to digital platform 100%
Diversifying funding strategy 50%
Adding new products/ vertical markets 50%

100%

Is customer acquisition cost increasing, decreasing, or staying about the same over time?

About the same 70%
Increasing 30%
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What are the top primary reasons your existing customers use your products and services?

(Weighted and ranked from 1-8)

Rank

Finance integrated into the equipment sales process

28%

Bundled solutions

18%

Variety of lease and loan options

17%

Lower upfront capital investment

15%

Lowest cost of Financing

13%

Cash flow optimization through flexible repayment

7%

Ability to upgrade equipment midterm

2%

Pay-per-use financing
match payments with usage for flexible Financing)

How do your customers perceive the Captive/Parent relationship?

The customer always | The customer usually
sees one seamless |sees one seamless
organization organization

0%

The customer
sees two separate
organizations

Deal structuring 30% 40%

30%

Point of Sale 40% 30%

30%

Customer Services 40% 30%

30%

Billing and invoicing 30% 30%

40%

Midterm changes 30% 40%

30%

End of term 20% 50%

30%
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What are the top things you expect your customers will demand within the next 2 years?
(Weighted and ranked from 1-8)

PEN]

Seamless, intuitive experiences across all physical and
digital channels

27%

Improve self-service capabilities 18%

Offer flexible pay-per-use financing options 18%

Provide multi-vendor financing solutions 12%

Improve customer support services 10%

Reduce cost of products and services 10%

Focus on transparency, ethics, and social responsibility 3%

Partner with other sectors to offer beyond Financing
products and services

2%

What are your top data-related concerns? (Weighted and ranked from 1-5)

Rank

Unreliable and uncomplete data 35%
Data in silos 23%
Lack of resources to process and analyze data 18%
Inadequate data management tools 14%
Cannot manage unstructured data 11%
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What are your top data and analytics objectives? (Weighted and ranked from 1-10)
Rank
24%
18%
17%
13%
13%
8%
3%
2%
2%
0%

Improve risk management and modeling capabilities

Use artificial intelligence to drive business decisions solutions
Better understanding of customers to anticipate their needs
Enhance credit decisioning

Drive new sources if innovation

Personalizing the customer experience

Identifying new customers and customer segments

Leverage your customer’s connected devices (loT)

Improve operational risk capabilities

Implement Al-driven chatbots and virtual assistants
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External Factors drive the success (and failure) of our capital markets and economy.
Prioritize the top external Factors you believe are disrupting the Captive finance sector the
most. (Weighted and ranked from 1-5)

Rank

Product availability and supply chains 42%
Inflation 25%
Evolving business models 15%
Compliance and regulation 10%
Cybersecurity risks 8%

What areas of the ecosystem were/are your top priorities? (Weighted and ranked from 1-8)
Rank
15%
13%
13%
13%
1%
1%
9%
9%
6%

CRM - Customer Relationship Management
WorkFflow Automation

Customer Service Case Management
Customer Self Service

Pricing & Deal Structuring

Program Management

Connectivity with loT Devices
Collateral/Asset

Fraud, KYC & AML
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Do you see an increasing demand For pay-per-use (flexible consumption) business models?
Select the answer that best Fits your Firm's current beliefs.

No | 80%

Do you see an increasing demand For pay-per-use (flexible consumption) business models?
Select the answer that best fits your firm’s current beliefs.

In line with industry standards 50%
Below industry standards 40%
Above industry standards 10%

What are your top greatest challenges with your current technology? (Select all that apply)
Rank

90%

60%

50%

30%

20%

20%

10%

10%

Limited integration with internal and external systems
Difficult/expensive to make changes

No single view of customer

Disparate systems

Limited resources to maintain and modernize

Lack of digital capabilities

Need more

Duplicate data entry

NiN|jnnjn|AhA|[WIN|=

What is the pace of digital change now, compared to pre-COVID?

Increasing 90%
About the same 10%

There are several new technologies that are transforming the way Captive financing firms
operate. What technologies will change the Captive finance industry the most?

Artificial intelligence - fraud prevention, credit decisioning, risk
management regulatory compliance, customer behavior
Internet of Things (I0T) Technology - Wet Ink technology,
collateral tracking, monitoring asset usage

37%

37%

Seamless customer experience across multiple channels 26%
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New entrants can build the technology they want. What are the implications for Captives
with legacy technology baggage? Prioritize the top items that you believe have the greatest
impact. (Select all that apply)

Incompatible with new technologies
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Methodology

Capgemini, on behalf of the Equipment Leasing & Finance Foundation, initiated this research to gain a direct
understanding of what a captive finance company can do to ensure their viability and value to their Parent
company, business and technology priorities, and trends present in the sector. The following components
were used to complete the study:

Survey

The survey was sent to captive finance companies across multiple industries. The survey included questions
regarding company information (e.g., classifications within market segments), the Parent/Captive relationship,
customer expectations, evolving business models, and technology trends

Interviews

Multiple interviews with captive finance company leaders who have generously shared their insights on
challenges and opportunities in the industry. The interviews touched on emerging trends in captive finance,
the Parent/Captive relationship. evolving customer expectations, innovation, and technology.

Research

The authors of this study tapped into resources of the Capgemini Research Institute, Capgemini’s in-house
research center. The Institute publishes research on the impact of digital technologies on global businesses,
including financial services companies. The team draws on the worldwide network of Capgemini experts and
works closely with academic and technology partners. A list of references specific to this study can be found in
the Appendix. Additionally, external research from credible and academic sources relating to captive finance
companies, customer experience, market forecasts, and other reports was conducted to complete the study.
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