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Advanced Certificate in Asset Finance and Leasing

Asset Finance Products and Markets

Asset finance is a type of financing that enables individuals or businesses to obtain ownership of an asset
while paying for it over a period of time. The asset can be a tangible item, such as machinery, vehicles, or
equipment, or an intangible item, such as software or patents. The financing is secured against the asset,
which means that the lender has the right to repossess the asset if the borrower fails to make the required
payments.

There are several types of asset finance products, each with its own features and benefits. Some of the most
common asset finance products are:

1. Leasing: Leasing is a type of asset finance where the lender purchases the asset and then leases it to the
borrower for a fixed period. The borrower has the use of the asset during the lease period but does not own
it. At the end of the lease period, the borrower can choose to return the asset, purchase it, or extend the
lease.

2. Hire Purchase: Hire purchase is a type of asset finance where the lender purchases the asset and then
allows the borrower to hire it for a fixed period. The borrower pays a deposit and then makes regular
payments over the hire period. At the end of the hire period, the borrower can choose to purchase the asset
for a nominal fee.

3. Loans: Loans are a type of asset finance where the lender provides the borrower with a lump sum of
money to purchase the asset. The borrower owns the asset from the outset and is responsible for repaying
the loan over a fixed period.

4. Operating Leases: Operating leases are similar to leasing, but the lease period is usually shorter, and the
asset is typically returned to the lender at the end of the lease period.

5. Finance Leases: Finance leases are similar to hire purchase, but the borrower does not have the option to
purchase the asset at the end of the lease period. Instead, the borrower can continue to use the asset by
entering into a new lease agreement or returning the asset to the lender.

Asset finance markets are the channels through which asset finance products are offered to potential
borrowers. These markets can be divided into two main categories:

1. Direct Markets: Direct markets are where lenders offer asset finance products directly to borrowers. This
can be done through a variety of channels, such as branch networks, online platforms, or telephone sales.
2. Indirect Markets: Indirect markets are where lenders offer asset finance products through intermediaries,
such as brokers, dealers, or manufacturers. Intermediaries can add value to the asset finance process by
providing advice, negotiating terms, and facilitating the application process.

There are several key terms and vocabulary associated with asset finance products and markets.
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Understanding these terms is essential for anyone involved in the asset finance industry. Here are some of
the most important terms:

1. Asset: An asset is a tangible or intangible item that has value and can be used to generate income or
provide benefits.

2. Financing: Financing is the process of obtaining funds to purchase an asset.

3. Lender: A lender is a person or institution that provides financing for the purchase of an asset.

4. Borrower: A borrower is a person or institution that receives financing to purchase an asset.

5. Lease: A lease is a legal agreement between a lender and a borrower that grants the borrower the right to
use an asset for a fixed period.

6. Hire Purchase: Hire purchase is a legal agreement between a lender and a borrower that allows the
borrower to hire an asset for a fixed period and then purchase it for a nominal fee.

7. Loan: A loan is a legal agreement between a lender and a borrower that requires the borrower to repay
the lender a specified amount of money over a fixed period.

8. Operating Lease: An operating lease is a legal agreement between a lender and a borrower that grants
the borrower the right to use an asset for a short period.

9. Finance Lease: A finance lease is a legal agreement between a lender and a borrower that grants the
borrower the right to use an asset for a fixed period, but does not give the borrower the option to purchase
the asset at the end of the lease period.

10. Broker: A broker is a person or institution that acts as an intermediary between a lender and a borrower.
11. Dealer: A dealer is a person or institution that sells assets and offers financing options to buyers.

12. Manufacturer: A manufacturer is a person or institution that produces assets and offers financing
options to buyers.

In conclusion, asset finance products and markets are complex and dynamic. Understanding the key terms
and vocabulary associated with these products and markets is essential for anyone involved in the industry.
Whether you are a lender, borrower, broker, dealer, or manufacturer, having a solid understanding of asset
finance will help you make informed decisions and achieve your financial goals.

Practical Applications:

1. A construction company needs a new excavator to fulfill a large contract. The company can purchase the
excavator outright, but it would deplete its cash reserves. Instead, the company decides to lease the
excavator over a five-year period. This allows the company to conserve its cash while still having access to
the equipment it needs.

2. A small business needs a new delivery van to expand its operations. The business owner does not have
enough cash to purchase the van outright, but he has a good credit history. The business owner applies for
a hire purchase agreement and is approved. He pays a deposit and then makes regular payments over a
fixed period. At the end of the hire period, he can purchase the van for a nominal fee.

3. A software company needs to upgrade its servers but does not have the funds to purchase new
equipment. The company enters into an operating lease agreement with a lender. The lender purchases the
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servers and then leases them to the software company for a fixed period. At the end of the lease period, the
software company returns the servers to the lender.

4. A farmer needs a new tractor but does not have the credit history to qualify for a traditional loan. The
farmer works with a broker who specializes in asset finance. The broker helps the farmer find a lender who
offers financing options for farmers with bad credit. The farmer is approved for a finance lease agreement
and is able to use the tractor to plant and harvest his crops.

Challenges:

1. Understanding the different types of asset finance products and markets can be challenging. It is
important to carefully consider your financial situation and goals before choosing a financing option.

2. Asset finance agreements can be complex and may include legal terminology that is difficult to
understand. It is important to read the agreement carefully and ask questions if you are unsure of any terms
or conditions.

3. Asset finance lenders may have strict eligibility criteria, such as credit score requirements or financial
history. It is important to be prepared to provide detailed financial information when applying for financing.
4. Asset finance agreements may include penalties for early repayment or missed payments. It is important
to understand the terms and conditions of the agreement before signing.

5. Asset finance agreements may require collateral, such as the asset being financed or other assets. It is
important to understand the risks associated with collateral and to carefully consider whether you are
willing to put your assets at risk.
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