Many political changes that occurred
in 2016 as well as terrorism attacks
created a huge amount of political
uncertainty which has threatened the
economy- Despite that, the prognosis
for the 2077 leasing market in the US
and Europe is positive.
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First, let’s take a quick look at the most important 2016 equipment and automotive financing data:

Inflation was about 1% during 2016 (the nominal target was 2%).
Due to consumer spending, the economy grew in the first semester of 2016."
The US equipment finance sector grew in value to an estimated US$1 trillion.?

The proportion of new vehicles financed by leasing has grown more impressively, up from 26.9% in
Q2 2015 to 31.4% in Q2 2016.3

The confidence in the equipment finance market is currently 67.5.

New lease accounting standards for December 2018 were introduced, although many industry experts
state that they will have very little impact on the demand for leasing.®

Political changes have had a strong effect on the economy so far. Donald Trump's elec-
tion has influenced Treasury vyields as well as the stock markets to jump. Sectors such as fi-
nance and energy showed good stock performance, and as the U.S. Equipment Leasing & Finance
Foundation suggests, that is “a positive sign for the equipment leasing and finance industry”. Pos-
itive growth is also predicted for labour wages, and a decreasing unemployment rate in the US.

The new US presidency may affect the local economy in a few ways. The President-elect seeks to install
trade barriers and tighten the immigration requlations. Critics say that the loss of such an amount of
workers, who are currently actually helping to spur the economic growth and create more jobs for others,
would negatively impact the U.S. GDP, “eliminate millions of jobs, negatively impact the housing market,
and significantly lower household incomes."”

There are positive aspects as well: infrastructure spending is likely to increase as well as equipment sales as
D. Trump supports the idea of investing in roads, bridges, airports, and railroad repairs.2 Corporate Taxes
have been promised to be lowered, which would have a positive effect on business activity and influence
economic growth.

The continuing trends in consumer spending, growing business confidence level, as well as the improve-
ment of both business and residential investment should keep the economy growing during 2017. The
current existing geopolitical changes are predicted to continue in 2017.°

With all the numbers in mind, let’s take a closer look to the possible future trends for both the equipment
and automotive leasing industries.
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WHAT TO EXPECT:

US and Europe equipment
and automotive leasing
market trends

TREND The growth in business confidence will result in an increase in investment

According to the economic outlook of the U.S. Equipment Leasing & Finance Foundation for 2017, the
growing business confidence should result in increased investment in 2017. It has been predicted that the
U.S. economy will grow by 2.7%, and for equipment and software investment to grow by about 3.0%.™

b/ "

TREND The growth in US equipment investment

After an analysis of 12 equipment and software investment verticals, the Foundation-Keybridge U.S.
Equipment & Software Investment Momentum Monitor has predicted that over the first three to six
months in 2017:

1. Investment growth in construction machinery, medical equipment, mining and oilfield machinery, air-
craft, ships and boats, railroad equipment, trucks, computers, and software is expected to improve.

Agricultural machinery investments will continue to decrease.”
3. IT and medical equipment investments will have the biggest growth potential.™

10 http://www.leasefoundation.org
11 https://www.leasefoundation.org
12 http://www.whiteclarkegroup.com
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Equipment and software investment annual growth forecast
Year-on-Year % growth rates

10-year average Next 4 quarters (min) Next 4 quarters (max)
Agriculture machinery 4,7% -10% 0%
Construction machinery 4,8% -2% 6%
Materials handling equipment 1,2% 3% 8%
Other industrial equipment 1,5% 2% 8%
Medical equipment 3,6% 2% 6%
Mining and oilfield equipment 1,9% -10% 5%
Aircraft 7,8% 6% 12%
Ships and boats 4,2% 2% 7%
Railroad equipment 7,7% 0% 12%
Trucks 18,0% 8% 15%
Computers 4,1% 2% 8%
Software 4,3% 5% 10%

Forecast of the US equipment and software growth (source: Macrobond Financial, Keybridge (Forecasts))
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TREND Mobile apps use to increase

With the increasing number of smart phone users, the need for various mobile apps is growing. You can
even pay for your goods and services with your mobile phone. The key players in the mobile app market,
Android, Apple and Samsung, in launching their payment apps, contributed in raising the popularity of
this type of payment method. According to Euromonitor International data, in 2015, it was more common
among Chinese to pay for their goods and services by using a mobile phone rather than a computer. Eu-
romonitor predicts that the same trend will occur in the US and the UK by 2020. The main mobile phone
financial transactions were made by millennials, who are the main purchasing power these days.™

A similar shift has been noticed in comparing bank users’ physical visits and their mobile banking use ™:

Physical bank visitors (once a week) mobile transaction per week
2010 40% 9%
2014 28% 27%

Table 1: physical bank visitors and mobile bank-related mobile transactions per week comparison for 2010 and 2014

Taking this into consideration, leasing companies should be integrating this type of payment method
into the improvement of their mobile website user experience with their own mobile app creation and
promotion.

'''''''''''''''''''''''''''' ,'"""""""""""‘E 13 https://www.mobilepaymentstoday.com
www.Soft4Leasing.com h 14 http://www.nytimes.com
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TREND The need for cyber security is growing

Online peer to peer money lending platforms, such as Bitcoin, have grown in popularity and some leasing
companies have already made it an acceptable payment method for their services. Bitcoin’s value depends
on its demand, and currently there is a limit of 21 million Bitcoins to be created.”™ Despite the recent
year's political uncertainty, the value of digital cash has grown from $435 dollars at the beginning of 2016,
to $1018.35, its current value (January 2, 2017).

Bitcoin popularity comes with risks, and cyber security is one of the main ones. During 2016, cyber thieves
managed to hack a bitcoin exchange system, stealing bitcoins valuing $70 million.” The US financial
services cybersecurity market is rapidly growing, and for 2015-2020 is predicted to exceed $77 billion in
revenues.'® The entire Global Cyber Security Market is predicted to reach $170 billion by 2020.™

It is well worth considering to invest in your security systems, as normally, a cyberattack could cost a small/
medium business around up to $142,000."

TREND Cloud computing will grow

It is not a choice anymore to be or not to be online. 88% of millennials search on the internet to get
needed information about their intended purchases.”’ Digital trends are changing as well. One of the
major growing trends nowadays is the expansion of the cloud market. For the upcoming year, the public
cloud market is predicted to reach $146 billion, which is almost double as compared to 2015, when cloud
companies sold $87 billion worth of services.” Forrester analyst Dave Bartoletti states that “enterprises
with big budgets, data centres and complex applications are now looking at the cloud as a viable place to
run core business applications.”?

Having a large amount of data to deal with on an everyday basis is a very time consuming process and
companies usually run into an obstacle here - how to maintain data consistency. The digitalization age
provides you with great opportunities for turning your pain into gain: all you need to do is look for a
software solution which “thinks” about data management for you, so you can be one step ahead of your
competitors and make your company perform better.

15 https://bitcoin.org 19 https://www.mordorintelligence.com
16 http://www.thisismoney.co.uk 20 http://wwwwalesonline.co.uk
________________________________________________________________ 17 http://www.reuters.com 21 https://www.brandwatch.com

18 http://cybersecurityventures.com 22 http://www.cio.com/
23 http://www.cio.com
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TREND Automotive leasing contracts will increase

With more than 34% of the market, the leasing industry is nowhere near stopping to do so, especially
now, when employment is rising and fuel prices are low.?* Still, it is worth considering that when the
market is prospering, more new competitors may appear.

TREND Car sharing trend will grow

The economic trend of car sharing is becoming more and more popular every year. In the UK, the trend
of car sharing is very predominant among young people, due to the expenses.”® According to research
done by BCG, the growing car-sharing trend will have a very little impact on new cars sales, as it will not
replace car ownership and the majority of new car purchasing losses will be compensated for by sales to
car-sharing parks in widely populated areas.”

24 http://wwwwhiteclarkegroup.com
25 http://www.nextcontinent.net
26 http://www.bcg.de
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CONCLUSIONS

By 2020, the total investment in equipment and
software is expected to reach $1.8 trillion, of
which $1.24 trillion is projected to be financed. The
change in the US president will definitely influence
economic changes, although it is hard to forecast
these based on political promises, as not everything
promised may be possible to implement.

Both the equipment and automotive leasing mar-
kets have a prosperous year coming. Changing hab-
its in society and the increasing popularity of mobile
phone use are driving businesses to develop their
own apps. The trend of using the new virtual cur-
rency Bitcoin may ease the trade processes among
countries, and it is already being implemented in
some leasing companies. Cloud computing will be
used by more and more companies worldwide,
while related threats such as cyberattacks can be
avoided if the right measures are implemented in
time to be effective.
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