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Abstract

It has been more than 30 years since the first financial lease company founded in
China. Financial lease has played a significant role for companies to buy advanced
equipment and financing. In new century, China accelerates the political and
economic reformation; and gets the golden chance to develop economy after being
member of WTO. The legislative and financial system in relation to financial leasing
industry has been constantly developed and improved, which help create a favorable
institutional and economic environment for the boom of financial lease in China. The
application of financial lease in China has been extended to a variety of industries
such as aviation, shipping, energy, electricity, rail transportation, engineering
machinery, medical, printing, infrastructure construction, etc. With years of
development, we are pleased to witness that a lot of internationally prevailing forms
of financial lease have been successfully put into practice within China, which has
played a positive role in making use for foreign capital, bringing in advanced
technology, opening up new investment fields and broadening financing channels. As
of the end of March 2014, the national wide total number of financial lease enterprises
was 1137, which has an increase of 111 enterprise, increased by 10.8% compared
with the number of 1026 at the end of 2013; the national wide total balance of
financial lease contracts were RMB 2350 billion, which has an increase of 250 billion,
increased by 11.9% compared with the number of 2100 billion at the end of December
2013. But the penetration of financial lease in China is lower than advanced countries,
the knowledge and awareness of using financial lease need to be cultivated. Financial

lease has great potential in China.

Financial lease, as an innovative financial instrument, is responsible for finance funds

by finance assets. Companies cannot run without money, commodities cannot be



produced without equipment. Financial lease is exactly the bridge to link both sides,
let companies can use equipment without taking up huge cash in the same time.
Especially the leaseback, it can activate the assets and help company to create more
value in markets. Recently, the researches for financial lease mainly focus on the
definition and regulations in legal and accounting area, and the driving factors and
risks for financial lease. But the studies for the characteristics of financial lease parties,
and how these characteristics influence the behavior of transaction and performance

of lessee are very limited. And related studies have not yet formed a theoretical
system. The discussion about the driving factors of financial lease performance is also
controversial. Lessee, lessor and the subject are three parties in financial lease
transaction. How to improve the performance and mitigate risks in financial lease
arrangement is an important topic. So this study starts from the characteristics of the
lessor, lessee and subject of transaction, focus on the relations between these
characteristics with the financial lease performance, and aims to help companies to
make financing decisions, improve performance, help developing financial lease,
increasing penetration in China, support industries upgrade and economic reformation,

solve the financing problems of small size companies.

Based on the Tax Difference Theory, Debt Alternative Theory, Agency Cost and
Bankruptcy Cost Theory under the western corporate finance and financial lease
theoretical framework, combined with Chinese companies’ practice, this study deeply
analyze the characteristics of transaction parties and lessee’s performance. By
theoretical analysis and experts interview, this study proposed a innovative concept of
lessee’s leasing performance, and built a model which reflects the influence from
characteristics of transaction parties to financial lease performance, via transaction
behavior and design. Then used the Multiple Linear Regression and analysis software

to test the hypothesis we made, reveal the influencing mechanism.

The empirical results show that the financial lease performance is influenced by
lessee’s company size, credit, financial status, industry growth rate and lessor’s after

lease risk management. And the results support the mediating effect of transaction
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behavior between financial status and financial lease performance. According to this
study, we specially analyzed the advantages of financial lease for small size company,
and proposed several recommendations from lessor, lessee and regulator’s perspective,

hope which could contribute to the healthy development of financial lease market.

The major innovation points and research significances are as follows:

First of all, during the research of this paper, by creatively combining the concept of
enterprise financing performance and financial leasing transaction, | proposed the
concept of enterprise financial leasing performance, which will be measured from the
perspectives of both financing costs and project benefits and will be able to develop
the observation item which can quantify and analyze the enterprise leasing effect. The
enterprise financing performance will also reflect the two features of financial leasing
perfectly, i.e., capital financing and supporting business operation. The quantitative
research of financial leasing filled in the blanks of current research to a certain extent,
combining the quantitative research with the past research on decision-making of
financial leasing, which will promote the development of the evaluation system of
enterprise financial leasing and the relevant theories of financial leasing and provide
reference and advices to practitioners. Secondly, although there have been many
research results and classic theories in relation to the effecting elements to lessee,
decision-making of financial leasing, ownership of leased property, risk management
of lessor and risk control over the lessor, systemic, intersecting and comprehensive
research combining the three major subject in financial leasing, i.e., the lesseg, the
lessor and the leased property, shall be the creative research method of this paper in
this research area. Thirdly, the empirical research data adopted in this paper adopted
are from the real transaction cases of two financial leasing companies based in
Shanghai and Shandong of China, allowing me to obtain the data and materials with
high quality of enterprises at different levels and scales, including small and
medium-sized enterprises, which will make the research result more universal to
accelerate the development of financial leasing within a broader scope. Last, this

paper creatively proposed an effecting model of relevant subjects on financial leasing
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performance. This model is he support for relevant company financing theories, and
more importantly, is the practical experience from the specialists and practitioners of
financial leasing industry. The creation of research method conforms to the features of
close connection with practice of management science as an applied discipline, which
requires to development the theories for the purpose of close to, interpretation of and

support for the practice.

The research of this paper confirms the advantageous effect of implementation of
financial leasing obtained by the enterprises, especially the effects on the small and
medium-sized enterprises, provides the bases for enterprises’ decision-makings of
financial leasing and benefits the improvement of enterprise financial leasing
performance. For entire financial leasing industry, this study is beneficial to solve the
present problems of financial lease, break through the obstacles, push the industry
development, raise the penetration rate, support Chinese manufacturing to upgrade
industry and economic reconstruction, help small size company to solve the financing
difficulties.

Due to some academic attainments, there still have many shortcomings and
limitations in this study. In the last part of this paper, the author presents the

limitations of this study and several issues that need to be researched in the future.

Keywords: Financial Lease Financial Lease Performance Mediating Effect

Regulating Effect ~ Multiple Linear Regression
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