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The pricing action plan for profit
Changing your pricing policy may well be your most powerful lever for
profit. Make your action plan now!

So you want to improve your pre-tax
profits?

Well, you might decide to introduce a new IT
system that would allow you to do more
things, introduce more products and be more
effective than before - at a cost, of course.  Or
you might introduce a new quality-
management system or increase your
salesforce or cut overheads or other costs. 

These are the ‘levers of profit’, the aspects of
your business that you can change to
generate more profit. 

Generally speaking, if you pull one of these
levers it will have a modest effect on your
bottom line. You can often generate a much
bigger impact, with much less disruption to
the business, by changing your pricing policy.
If you can implement a successful pricing
change you will improve your volumes and
margins simultaneously, with little disruption
and at little or no cost. Do it successfully and
you will enjoy the benefits immediately,
without generating a negative response from
staff or clients. Pricing is the most powerful
lever of profit.

In previous Pricing Reviews we have looked

at the steps that asset finance companies
have taken to develop their businesses and in
particular how they have improved (or might
improve) their pricing. In this article we will
move beyond that and set out an action plan
for asset finance companies that want to
improve their pricing. The steps to follow are:
diagnosis; decision; preparation; get buy-in;
trial; implement and monitor. 

1. Diagnosis

First, have a look at the way business is
priced at the moment. How are prices
calculated? Is it done centrally or by
individual salespeople? What insights are
gained from the market to help guide pricing?
Have a look at the range of prices quoted for
the same type of business to the same type
of customer; are they similar? If there is a
wide variation you have prima facie evidence
that something is going wrong. 

Which customers get the lowest prices and
why? What costs are incurred as a result of
discounting or other giveaways, e.g. giving
away costly contractual points during the
negotiation? Do the most valuable clients get
the biggest discounts? When pressed by a
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Introduction
Welcome to the latest edition of our Asset Finance Pricing Review, published in 
association with Asset Finance International.
There are so many aspects to winning a sale these days – pricing is just one 
of them but it’s one of the most important. In this issue, Professor Colin Tourick 
delves into the perils that can befall any asset finance company that puts return on 
equity (ROE) and internal controls before profit in pricing strategy. His article also 
uncovers what can happen when things go wrong, the lessons that can be learned 
from other industries, and the risks posed by relying too heavily on automation and 
quoting systems. 
On page 7, our own group managing director Mark Binks looks at the problems 
associated with international expansion citing some of the experiences of Bynx’s 
own multinational customers in expanding into new geographies while at the same 
time meeting the needs of local markets. It’s not simply a case of speaking the 
language and having systems to support different currencies and regulation that’s 
the main challenge – it’s the dichotomy of standardizing processes to save costs 
while facilitating local autonomy. 
We are lucky in this issue in that AFI has worked hard and pulled off something 
of a scoop to bring us a very rare glimpse of fleet leasing in Italy (page 11). The 
Italian market is notoriously guarded but Nigel Carn, author of Asset Finance 
International’s country reports, has uncovered interesting facts and stats that 
illustrate how Italy has been riding recovery for the past 12 months. The article also 
takes an intriguing peek into the Italian market’s unique perspective on finance 
leasing compared to rental, plus auto leasing trends and forecasts. 
On page 16 we take a look at the factors driving fleet car pricing right now with a 
round-up of some of the top stories from recent weeks. 
We end as usual with Experteye’s report on Europe’s residual forecasts and market 
summaries. 
Do enjoy and, as ever, we welcome your comments and opinions. 

Gary Jefferies
Sales and Marketing Director, Bynx

Introduction

Welcome to the sixth edition of Asset Finance Pricing Review, published in
collaboration with Asset Finance International and Professor Colin Tourick. 

As in all previous issues, we again put forward a host of articles from industry
insiders that serve to illuminate the more challenging aspects of asset finance
pricing. The purpose is to bring you valuable insights, knowledge and examples.  

In any company, there are different stakeholders involved in pricing policy and
expecting sales and finance to see eye-to-eye on every issue is the stuff of fantasy.
This is especially true for businesses that operate internationally and have to take
into account the cultural, political, financial and regulatory differences within those
markets. In Car Wars – reconciling divergent views on manufacturer auto finance
pricing (pages 3-5), Bryan Marcus, regional director of VWFS Latin America,
Canada and Northern Europe, offers an interesting perspective on resolving pricing
disputes – and one that doesn’t involve leather gloves and a boxing ring!

There are many ‘levers to profit’ in every asset finance business but the one that
will have the greatest impact on the bottom line is changing your pricing policy.
This is the advice of Professor Colin Tourick, management consultant and editor of
Asset Finance Pricing Review, in The pricing action plan for profit (pages 6 and 7). 

There’s only one topic (other than pricing policy) that can claim joint ownership of
the most-difficult-aspect-to-get-right-in-asset-finance title and that is setting
Residual Values (RVs). But it’s not just a matter for vehicle leasing and daily rental
companies, states Dean Bowkett, technical director and chief editor at
EurotaxGlass’s. In his article Setting Residual Values (pages 8-10), he examines the
pitfalls and best practices and offers a unique perspective on how it matters for
OEMs too. 

Page 11 presents the results of our last Pricing Survey, which posed questions
around how to pitch pricing at a level that delivers the most new business and
highest margins. As ever, the results surprised us. They may surprise you too or
perhaps confirm your prior thinking. Either way, get in touch and give us your
perspective. 

Take part in our next survey

We’re very grateful to everyone who takes part in our surveys (you can do so
anonymously if you like) because they always provide us with valuable
understanding and ideas. This time we’re asking: What is the primary consideration
when your asset finance business sets its prices/issues a quote? You can take part
here: http://bit.ly/bynxpr5. 

It’s always interesting to read how suppliers work successfully with leasing
companies and Kwik Fit GB is no exception. In an article, Kwik Fit GB fast fits
deliver service excellence and financial savings (pages 12 and 13) Peter Lambert,
fleet director, talks us through how the fast fits concept is delivering tangible results
for leasing companies. 

We end this Pricing Review with the latest figures on changes in residual value
forecasts, SMR costs and lease rental rates across Europe (to January 2014) from
benchmarking and research specialist Experteye. 

And don’t forget to share your feedback with us and tell us what you’d like to see
in future Pricing Reviews.

Gary Jefferies
Sales and Marketing Director, Bynx



6

The pricing action plan for profit
Changing your pricing policy may well be your most powerful lever for
profit. Make your action plan now!

So you want to improve your pre-tax
profits?

Well, you might decide to introduce a new IT
system that would allow you to do more
things, introduce more products and be more
effective than before - at a cost, of course.  Or
you might introduce a new quality-
management system or increase your
salesforce or cut overheads or other costs. 

These are the ‘levers of profit’, the aspects of
your business that you can change to
generate more profit. 

Generally speaking, if you pull one of these
levers it will have a modest effect on your
bottom line. You can often generate a much
bigger impact, with much less disruption to
the business, by changing your pricing policy.
If you can implement a successful pricing
change you will improve your volumes and
margins simultaneously, with little disruption
and at little or no cost. Do it successfully and
you will enjoy the benefits immediately,
without generating a negative response from
staff or clients. Pricing is the most powerful
lever of profit.

In previous Pricing Reviews we have looked

at the steps that asset finance companies
have taken to develop their businesses and in
particular how they have improved (or might
improve) their pricing. In this article we will
move beyond that and set out an action plan
for asset finance companies that want to
improve their pricing. The steps to follow are:
diagnosis; decision; preparation; get buy-in;
trial; implement and monitor. 

1. Diagnosis

First, have a look at the way business is
priced at the moment. How are prices
calculated? Is it done centrally or by
individual salespeople? What insights are
gained from the market to help guide pricing?
Have a look at the range of prices quoted for
the same type of business to the same type
of customer; are they similar? If there is a
wide variation you have prima facie evidence
that something is going wrong. 

Which customers get the lowest prices and
why? What costs are incurred as a result of
discounting or other giveaways, e.g. giving
away costly contractual points during the
negotiation? Do the most valuable clients get
the biggest discounts? When pressed by a

3

The perils of getting your pricing 
wrong
Getting pricing right is the goal of every asset finance company, but while a lot of 
effort goes into calculating the best price, there is less of a focus on ensuring the 
result is the one intended 
I’m going to start this article by relating the story of a conversation I had with a 
pricing manager a couple of years ago. I’ve changed the story very slightly, solely 
to ensure that he cannot be identified.
He had recently been appointed to the role of pricing manager of an asset finance 
company. His credentials for this were impeccable as he had previously worked for 
some years as pricing manager of a very large internationally recognizable retail 
group. 
He said: “I have been troubled almost since I arrived here. When I talk about 
pricing here everybody thinks I am talking about residual values. When I ask how 
prices are set they go into a long description of how different teams in the company 
– treasury, credit, finance, and so on – work to assemble the cost of doing a deal 
and how they then compute the likelihood of a client default, the likely loss we 
would suffer in the event of a client default and the minimum margin we need to 
charge in order to cover all of these costs and our capital costs. The sales teams 
all have targets to reach and they are set minimum and target margins for each 
type of deal. 
“The problem is, the vast majority of our quotes are rejected by our clients. We 
then ask how much we need to quote in order to win the deal and the client often 
sends us the competitor’s quote. The salesperson then asks their supervisor for 
permission to quote below their minimum price and explains the reason. Often the 
supervisor then needs to go to speak to a manager to obtain approval to price low. 
And sometimes the price is so low that the manager needs to go and speak to their 
director for approval. 
“The whole system is faulty. Clients know that if they push back when we quote 
we will scurry around trying to find a way to cut the price to do the deal. Some 
middle and senior sales managers reckon they spend 50% of their time looking at 
requests from salespeople to cut prices. And our salespeople feel so demoralised 
that they automatically pitch at their minimum authorised margin because they fully 
expect the client to push back on price. So when there might be real opportunities 
to make a good margin we lose out because our salespeople feel intimidated.
“We have a building full of very clever people but no one has yet worked out that it 
doesn’t matter how good a return on equity (ROE) calculator we have or how good 
our internal controls are. We should be focusing on trying to calculate the right 
price to quote every time – above our minimum requirement and just below the 
level our competitors are likely to quote. That’s what every other business does but 
for some reason asset finance people just don’t think that way.”

Professor Colin Tourick 

Forecast Car Residuals
Rise as Optimism Returns

Changes in residual value (RV) forecasts, SMR costs and lease rental rates to January 2014
Forecast residual values Forecast service, Current rental rates

maintenance and repair costs 

3 month 12 month  3 month 12 month 3 month 12 month 

change change change change change change

France +0.2% +1.7% +0.7% +2.1% +2.0% +1.9%

Germany +0.9% +0.4% +0.8% -2.7% -0.8% -2.5%

Italy +1.1% -0.9% -0.1% -8.2% +1.9% +0.6%

Portugal +0.7% -2.6% +0.2% -2.7% -1.2% -4.9%

Spain -0.1% +1.0% -1.4% -4.1% -0.9% -1.3%

UK +2.8% +7.3% -0.1% +0.4% -0.2% +4.0%

It appears that fleet lessors across Europe are
becoming increasingly optimistic about future
residual values. To end, January we saw
lessors increase their forecast RVs by 2.8% in
the UK, 1.1% in Italy, 0.9% in Germany, 0.7%
in Portugal and 0.2% in France. Spain reported
the only reduction and this was by just 0.1%).

These figures are collated by Experteye’s
European Leasing index survey which tracks
forecasted residual values (RV), servicing,
maintenance and repair (SMR) costs and rental
rates in six European countries using data
supplied by major leasing companies.  

Looking over the past 12 months we can see
that at one extreme forecast RVs rose by 7.3%
in the UK, and at the other extreme they fell by
2.6% in Portugal. 

Forecast SMR costs have also stabilised
somewhat over the last three months, having
suffered significant falls in Spain, Portugal, Italy
and Germany in the previous nine months. 

Rentals seem to have stabilised somewhat too
in the last three months, having been quite
volatile in the UK, Portugal and Germany in
particular in the previous nine months.

Professor Colin Tourick is a management consultant, former MD of Citibank's fleet leasing
business and a 34 year leasing industry veteran

Editor: Professor Colin Tourick    Editor in Chief: Brian Rogerson
© Asset Finance International, 2013.  All rights reserved. 
The contents of this publication may be downloaded from Asset Finance International and are intended only for the individual use of the
named individual who has registered to receive it. Contents are for informational purposes only. No liability will be accepted for any omis
sions or inaccuracies. No copying, whether whole or in part, transmission by any forms or means, electronic or otherwise is permitted.

• The comparisons are for vehicles with a contract
duration of 36 months / 90,000 KM
• Twelve month comparisons show change since
February 2013
• Three month comparisons show change since
November 2013. 
• Rental rate changes compare the rates in effect at
the time of the survey with those in effect three or
twelve months ago.

• RV and SMR changes show the change in
participating leasing companies' forecasts of residual
values and maintenance costs over the period.
The Experteye European Leasing Index reports on
trends in leasing company forecasts, plus current
rental rate movements, covering representative
versions of up to 250 vehicles in the six markets.
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Is the price right?
It’s difficult not to have sympathy with this view. In most asset finance companies if 
you ask the question “What tools do you have to help you set the right price when 
you issue a quote?”, you’ll normally be told about ROE calculator. The trouble is, 
the client doesn’t care about a supplier’s ROE, they just want the price to be right. 
Some asset finance companies have looked above the parapet and explored how 
pricing is carried out in other industries. Pricing – as a science and a business 
practice – has come on leaps and bounds in the last couple of decades and there 
is a lot of good practice out there. 
This article, though, will concentrate on what happens when things go wrong 
because, inevitably with anything man-made, they do! 

Automating pricing 
Many companies in many industries have looked to improve their pricing. In the old 
days this type of exercise would have involved trying to get hold of competitor price 
information, but there’s a limit to how much of this information can be obtained. 
The next step beyond this is to analyze success when issuing quotes for various 
types of deal for various types of client and to begin to gain insights from this data. 
Those insights can be converted into actionable information and used to determine 
the price the next time the business is asked to quote on a similar deal. 
Eventually confidence grows and these insights can be embedded into quoting 
systems, so that these automatically produce the best possible quote every time – 
one that has been produced after taking into account all of the price-relevant data 
that is available at the point of sale. 
And that’s normally when things can start going wrong. With so much happening 
automatically it can become difficult to monitor everything the system is doing. 
Small errors in algorithms can end up going unnoticed until one day someone 
realizes the pricing has steered way off track and the numbers being quoted are 
meaningless. 

Pricing surprises 
Here are just three examples of major impacts of pricing glitches.
Like all stock exchanges, the Vancouver Stock Exchange (now merged with the 
Canadian Venture Exchange) reported the closing stock market index at the end of 
each day. The index was re-set to 1,000 in January 1982, at which time someone 
decided to truncate the index calculation to three decimal places every time a deal 
was traded. The index lost half its value over the next 23 months until someone 
realized the calculations were being truncated and value was therefore being lost. 
When they recalculated the index they discovered it had actually risen to 1098 – a 
vivid demonstration of how a simple arithmetical error in a program had serious 
consequences. 
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The second example is the now famous story of Peter Lawrence’s biology book, 
The Making of a Fly. It was listed on the US Amazon website amazon.com as 
being available from two suppliers for a whopping $23,698,655.93 (plus $3.99 
shipping). 

Both suppliers used automated pricing systems. One, the supplier with the 
biggest number of trades on Amazon, decided that its trading strength gave it the 
opportunity to price at a 27% premium over the highest-priced competitor. The 
other supplier wanted to slightly undercut the cheapest price being quoted, so it 
priced at 99.8% of the cheapest supplier. As there were only two suppliers of this 
particular book, their pricing models pinged away and kept on ramping up the price. 
No one noticed until the price topped $23 million – which happened very quickly.
The third example relates to Amazon’s UK website, amazon.co.uk. Last Christmas 
a number of products on offer were erroneously priced at 1p, the result of an 
apparent glitch in the pricing software used by some of the companies who rely on 
Amazon as a shop window to sell their products. 
Orders flooded in for all manner of Christmas gifts, including mobile phones 
and expensive consumer electronics. Before anyone could do anything about 
it, thousands of items had been ordered at 1p and many of those had been 
dispatched.

Lessons learned
The message here is clear. Asset finance companies are now taking a much closer 
look at their pricing and are implementing pricing systems that are designed to 
calculate the “best” possible price to quote. This is clearly an appropriate response 
to what is a highly competitive market.
While doing this, however, asset finance companies also need to recognize they 
have to implement really strong checks and balances to ensure that they actually 
know how each price has been arrived at, so they can intervene quickly to make 

$23,698,655.93
+ $3.99 shipping

$18,651,718.08
+ $3.99 shipping

(2 from $18,651,718.08) (11 from $42.56)

$18,651,718.08

$42.56



6

The pricing action plan for profit
Changing your pricing policy may well be your most powerful lever for
profit. Make your action plan now!

So you want to improve your pre-tax
profits?

Well, you might decide to introduce a new IT
system that would allow you to do more
things, introduce more products and be more
effective than before - at a cost, of course.  Or
you might introduce a new quality-
management system or increase your
salesforce or cut overheads or other costs. 

These are the ‘levers of profit’, the aspects of
your business that you can change to
generate more profit. 

Generally speaking, if you pull one of these
levers it will have a modest effect on your
bottom line. You can often generate a much
bigger impact, with much less disruption to
the business, by changing your pricing policy.
If you can implement a successful pricing
change you will improve your volumes and
margins simultaneously, with little disruption
and at little or no cost. Do it successfully and
you will enjoy the benefits immediately,
without generating a negative response from
staff or clients. Pricing is the most powerful
lever of profit.

In previous Pricing Reviews we have looked

at the steps that asset finance companies
have taken to develop their businesses and in
particular how they have improved (or might
improve) their pricing. In this article we will
move beyond that and set out an action plan
for asset finance companies that want to
improve their pricing. The steps to follow are:
diagnosis; decision; preparation; get buy-in;
trial; implement and monitor. 

1. Diagnosis

First, have a look at the way business is
priced at the moment. How are prices
calculated? Is it done centrally or by
individual salespeople? What insights are
gained from the market to help guide pricing?
Have a look at the range of prices quoted for
the same type of business to the same type
of customer; are they similar? If there is a
wide variation you have prima facie evidence
that something is going wrong. 

Which customers get the lowest prices and
why? What costs are incurred as a result of
discounting or other giveaways, e.g. giving
away costly contractual points during the
negotiation? Do the most valuable clients get
the biggest discounts? When pressed by a

6

changes if things go wrong. The focus on developing a more analytical approach 
to pricing is commendable, but it needs to be matched by paying close attention to 
how such systems work and, in particular, to what happens when something goes 
wrong, because inevitably it will. 

Colin Tourick, Grant Thornton Professor of Automotive Management at the 
University of Buckingham. Colin is a management consultant, 35-year leasing 
industry veteran, and the former MD of Citibank’s fleet leasing business.
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Going multinational while staying 
local – the challenges of growth 
markets 
Mark Binks, group managing director of Bynx, looks at how multinational vehicle 
leasing businesses address the demands of local markets at the same time as 
cutting costs and increasing efficiencies globally 
The vehicle leasing industry has been characterized in recent times by 
consolidation. Mergers and acquisitions have become the norm as operators vie for 
position in new markets. But is all of this activity really paying off, or it is proving too 
difficult to maintain a standard approach across the organization as a whole, while 
also reflecting the needs of individual territories? 
In this article, we examine the business and technology issues associated with 
running multinational fleet operations alongside the real cost of doing business in 
emerging markets, and look at how providers can stay competitive while riding the 
wave of new opportunity. 

Operating in growth markets
Trade barriers across the world, particularly in Western Europe, have diminished 
and many leasing providers have found attractive opportunities for expansion. For 
many, however, operating abroad has become more expensive and complex than 
expected and has required significant operational and organizational change. 
There is an increasing demand for vehicles and auto finance in the BRIC 
economies, for example, and in new markets such as Turkey, Mexico, and 
Indonesia. The legal, regulatory, and business capabilities required to support 
vehicle leasing businesses in each market vary.
Customer expectations in these countries are changing with escalating demand for 
innovative products, the switch to a model of vehicle usage rather than ownership, 
and need to interact using mobile devices, and a desire for better service quality 
overall, but without the premium price tag. 

Competitive forces
Emerging markets present a great opportunity for growth but in exploiting it, 
businesses have to be mindful of two competitive forces – one from their peers in 
developed markets who are also looking to expand, and the other from local home-
grown suppliers that can be powerful rivals in their own right. 
There may be barriers of entry for foreign players in some markets and because of 
the increased competition the talent pool may be scarce. Employing the right skill 
and experience can be difficult. 

Global standards
Uniform approaches to products and services, marketing, and advertising can be 
portable in certain geographies, where consumer motives are essentially the same, 
such as in Western Europe, the US, and Australia, for example. 

Mark Binks
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However, from the point of view of brand consistency, standardization is not clear 
cut. Standardizing at a multinational level in a literal sense would mean identical 
product lines, identical pricing, and identical promotional programs, which is out of 
the question. 
Marketing needs to be consistent throughout all territories in which the finance 
provider is active in order to promote and protect branding, but leases need to be 
packaged differently and made available at prices consistent with what each local 
market can tolerate and accept. The differences in income levels, tastes and other 
factors dictate more than any marketing program what will sell in each country. 

The bedrock of efficiency
Standardization in business is the bedrock of efficiency but if it happens in the 
wrong place it can also be a barrier to innovation, creativity and local autonomy. 
The benefits of delivering key processes in a standard way include costs savings, 
consistency in customer service delivery, better planning, more control, and the 
opportunity to exploit universally appealing ideas and product concepts. 
Of course, not every market in which a multinational has a presence operates in 
the same way, and there will inevitably be limits to how far standard processes can 
be implemented (see below). 

Factors limiting standardization 
●● Environment: Local road infrastructure limitations may impact on customer 

mobility, choice of vehicle, and lease package 
●● Development: Level of economic and industrial development will influence 

income levels and shopping patterns 
●● Culture: Attitudes towards foreign goods and consumer purchasing patterns 

are critical factors 
●● Competition: Other players in the market will have an influence on quality 

levels, local costs, and control of outlets 
●● Regulations: Local or regional statutory requirements will vary with regard 

to product standards, tariffs, taxes, legal restrictions, resale prices, and 
maintenance arrangements 

Many see technology as the way to introduce efficiency and innovation into fleet 
businesses, but making sure that the organization reaps the full benefits can be a 
challenge.
For companies not owned by banks or car manufacturers, recent mergers have 
resulted in speedy access to new markets – but at the cost of inheriting a mix of 
disparate and often cumbersome information and communications technology (ICT). 
The result has often been an integration nightmare. Such issues have hampered 
the ability to set up new operations, introduce new products, centralize operations, 
and integrate international subsidiaries. The solution has been to implement a 
system like bynxFLEET across the whole enterprise to manage operations and 
bring all assets (customers, contracts, drivers, and vehicles) onto one platform. 
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Strategy first 
It’s not a simple case of ripping out and replacing old, outdated computer systems 
and expecting to see immediate results. The most important consideration is to 
look at the business strategy first. 
Mark Binks, group managing director at Bynx, explains: “A great deal of time 
and resources can be wasted trying to fit technology around existing business 
processes when it could be that the technology is optimized and the existing 
business processes are not. 
“It’s one thing to say: We have to do it this way because it’s what our customers 
expect, but quite another to say: We have to do it this way because we’ve always 
done it this way. There may be a better and more efficient way, and modern 
technology platforms are business optimized.”

One size does not fit all 
Every operation in the business, whether acquired, merged, or organically grown, 
will have developed its own systems and ways of doing things. It may even have 
developed bespoke technology platforms to support them. But trying to manage 
and support all of that divergence when cost saving and efficiency are mandated is 
impossible and will slow the business down. 
Aside from technology, there are cultural differences between markets in different 
countries and regions. If employees are used to doing things in a certain way, 
keeping morale up while going through change is an important consideration. 
“The way to do that is to give them ownership, get them involved at the beginning 
and demonstrate the benefits it will bring to them in the long run,” says Binks.
“An approach we took with one of our multinational customers was to detail what 
was already there, and overlay it with the ideal of what was required in order to 
achieve the most cost-effective, standardized, and efficient approach. It was then 
possible to see where the gaps were and where the work needed to be done,” he 
adds.
This client started the changes in its largest operation, because this was where the 
best learning and greatest benefit would come from. After that, the rest were easier 
and quicker to implement. Additionally, much of the technology development could 
be re-deployed. 
Maintaining a consistent and dedicated team throughout a multinational ICT 
implementation is crucial, as is documenting what has been done, how, and by 
whom. This will form the basis of a knowledge center for the whole organization, 
while the business gains a global perspective on all operations in all countries. 
Documenting how errors should be handled can evolve into a benchmark for best 
business practice overall, for example. With the right e-learning system in place, 
this can have immense value as a platform for knowledge sharing, providing a 
unified training program for multinational delivery, which will reduce training costs 
and make staff induction easier for both employee and employer. 
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Mobility takes off
Mobility is also having an impact on multinational operations as people across the 
globe begin to change their view of the vehicle as not something to be owned but 
something to be used. 
Leasing companies are being forced to change from business-to-business 
operators to business-to-consumer or business-to-employee service providers. 
Current systems have to evolve to support this, shifting their focus from the vehicle 
and the contract to becoming driver- or consumer-centric. Such platforms need to 
be able to manage mobility budgets including different payment methods, modes of 
transport, and initiatives like car pooling, sharing, or pay-per-use. 
Moreover, who knows what the future may hold. Demand for products and services 
may fluctuate up or down, which necessitates flexibility in terms of ramping up and 
winding down capability as necessary.

Top tips for success
●● Leverage areas of competitive advantage by identifying key capabilities and 

where pre-existing competencies can be exploited across borders, such as 
advisory services and/or fleet asset management, for example. 

●● Balance autonomy with centralization, by giving local leaders the freedom to 
determine their local value proposition within globally set parameters.

●● Understand local customs and regulatory requirements and streamline 
processes accordingly. 

●● Use technology to innovate, increase efficiency, and enhance the customer 
experience. 

●● Develop white label capabilities and get local brokers involved to help build local 
reputation and brand. 

●● Mesh global expertise with local know-how. 
●● Import proven experts from mature markets to help establish the operation and 

integrate local implementation with global business strategy. 
●● Build national and local government relationships, by showing an understanding 

of their aims and demonstrating how the company will support these. 
●● Develop local knowledge networks, as a way of building partnerships with local 

players, improving understanding of local markets, and identifying key talent. 

Conclusion
It is possible for standardization, innovation, and localization to be compatible 
bedfellows and for multinational leasing providers to reap all the desired results 
from their moves into new and emerging markets. Technology is a large part of the 
answer, but must be guided by clear insights and a proven business strategy. 
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Fleet leasing in Italy – the corner 
has been turned and the market 
looks set to accelerate
Nigel Carn, author of Asset Finance International’s country reports, takes a look at 
the finance and pricing challenges facing the vehicle leasing and fleet markets in Italy

Prior to the financial crisis of 2008, the Italian car market was the second largest 
in the EU after Germany. It then suffered a severe decline and now ranks fourth, 
having fallen behind the UK and France. However, a recovery in the vehicle market 
that began in 2014 looks set to continue for the year ahead. 
According to generally accepted data from the Italian association of foreign vehicle 
manufacturers and distributors, UNRAE (Unione Nazionale Rappresentanti 
Autoveicoli Esteri), monthly car registrations fell continuously in the period from 
September 2011 until December 2013, which then saw the start of an almost 
unbroken run of monthly increases through 2014. 
Total car registrations rose 4.2% in 2014 compared with the year before, although 
it should be noted that, apart from 2013, this was still the lowest annual total since 
2007 and 45% below that year’s record number. 
Nonetheless, the trend is positive. The indicators of a sustained recovery in the 
leasing industry generally that were observed through 2014 have been maintained 
in the first four months of 2015. Similar positive trends are evident in the auto 
leasing market and the feeling of optimism is spreading across the sector, helping 
to create a virtuous circle.
Investment intentions in the leasing industry are much more positive, and in the 
auto sector rising confidence has been boosted by falling consumer price inflation, 
which ended 2014 at zero and has sat at close to this level since then. The global 
decrease in fuel prices has played a considerable part in this.

Fleet vehicle leasing and rental in Italy
Italian companies have increasingly opted for finance leasing and medium- to 
long-term rental (“rental”) as the preferred mode for managing their fleet vehicles. 
This trend is not unique to Italy, but it mirrors the corporate strategy set by many 
companies in the EU.
The prime source for leasing statistics is the association of Italian leasing 
companies, ASSILEA (Associazione Italiana Leasing). Combining data on vehicle 
leasing from ASSILEA with more general market statistics from UNRAE is the best 
way to get a rounded picture of the market.
However, it is likely that the overall analysis could be underweight due to the small 
size of some rental companies, which operate in restricted geographical areas and 
probably do not communicate their volumes of activity. While ASSILEA effectively 
covers the entire sector related to finance leasing, it does not have full coverage of 
the rental sector, as a non-negligible set of market players are not registered with 
the association.
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There is a degree of lack of data available specifically regarding the fleet sector, 
so it is relatively difficult to quantify with certainty the size of vehicle fleets, 
differentiating between those fleets that are managed directly by companies, those 
under management outsourced to specialized operators (fleet management), and 
those under finance leasing or rental.
The distinction between finance leasing and rental is explained in the box below. 
A further reason for these products being distinct is regulatory: finance leasing is 
overseen by the financial regulator, Banca d’Italia, whereas rental is classified as  
a non-core financial activity and therefore is not technically under the remit of  
Banca d’Italia.

Finance leasing and rental
Financial services consultant Gianerminio Cantalupi describes the products
In practice in Italy, the distinction between these products can be blurred. This 
is because a finance leasing offer is not precluded from having a package that 
includes operational services as an option, while rental intrinsically incorporates 
a financial component related to the forecast of future cash flows as determined 
by the contract. Note that under Italian regulation, the distinctive element 
between finance leasing and rental is represented solely by the presence of a 
purchase option at the maturity of the contract. 
However, this technical distinction does not provide a full appreciation of 
the different nature of the two activities, as it is essential that we take into 
consideration the delta between the market value of the vehicle that is expected 
at the end of the contract and the accounting residual financial value of the 
vehicle expressed in the financial depreciation plan at the same date. 
In the case of finance leasing, clients generally aim at obtaining further forms 
of funding in addition to what they can obtain from traditional forms of lending, 
even maintaining the option of purchasing vehicles at maturity, which would be 
the expected and normal outcome unless unforeseen circumstances arise. 
In the case of rental, the ultimate goal of the client is to outsource the complete 
end-to-end management of the vehicles. Through renting, clients eliminate the 
risk of market fluctuations, including the risk of inaccurate initial forecasts of the 
market price at which the cars will be sold at the end of the contract.

Reasons for preferring outsourcing to in-house
The rental contract centers on the provision of a comprehensive service 
package to companies, whereas finance leasing is undertaken to obtain 
credit in the context of purchases of fleet vehicles. The rental contract comes 
with a collection of additional services aimed at streamlining managerial and 
administrative activities related to the vehicles, thus creating efficiency and 
lowering overall costs. As has happened in other Western countries, Italy is 
migrating from a preference for “ownership and full control” to a preference 
for “full service”, where the financial side of the vehicle purchase is enriched 
by insurance services, scheduled maintenance, administrative support, and 
streamlining of all other related activities, coordinated by the rental company.  
The higher cost of rental, in comparison to pure finance leasing, is largely 
justified by the benefits in the managerial and administrative aspects of a 
medium-to-large fleet. 



6

The pricing action plan for profit
Changing your pricing policy may well be your most powerful lever for
profit. Make your action plan now!

So you want to improve your pre-tax
profits?

Well, you might decide to introduce a new IT
system that would allow you to do more
things, introduce more products and be more
effective than before - at a cost, of course.  Or
you might introduce a new quality-
management system or increase your
salesforce or cut overheads or other costs. 

These are the ‘levers of profit’, the aspects of
your business that you can change to
generate more profit. 

Generally speaking, if you pull one of these
levers it will have a modest effect on your
bottom line. You can often generate a much
bigger impact, with much less disruption to
the business, by changing your pricing policy.
If you can implement a successful pricing
change you will improve your volumes and
margins simultaneously, with little disruption
and at little or no cost. Do it successfully and
you will enjoy the benefits immediately,
without generating a negative response from
staff or clients. Pricing is the most powerful
lever of profit.

In previous Pricing Reviews we have looked

at the steps that asset finance companies
have taken to develop their businesses and in
particular how they have improved (or might
improve) their pricing. In this article we will
move beyond that and set out an action plan
for asset finance companies that want to
improve their pricing. The steps to follow are:
diagnosis; decision; preparation; get buy-in;
trial; implement and monitor. 

1. Diagnosis

First, have a look at the way business is
priced at the moment. How are prices
calculated? Is it done centrally or by
individual salespeople? What insights are
gained from the market to help guide pricing?
Have a look at the range of prices quoted for
the same type of business to the same type
of customer; are they similar? If there is a
wide variation you have prima facie evidence
that something is going wrong. 

Which customers get the lowest prices and
why? What costs are incurred as a result of
discounting or other giveaways, e.g. giving
away costly contractual points during the
negotiation? Do the most valuable clients get
the biggest discounts? When pressed by a

13

Furthermore, by resorting to rental the user company shifts the burden of 
fluctuations or a mistaken forecast of the residual value at the end of the contract 
to the rental company, assuming that at the natural conclusion of the contract the 
vehicle is not purchased but returned to the same rental company, or remarkets 
it, accepting any capital losses. 

Auto leasing trends
According to the latest figures for the auto market from ASSILEA, in 2014 
automotive new business volume (NBV) represented one-third of total leasing new 
business by value and over a half by number of contracts. 
The association’s director general, Gianluca De Candia, noted that rental business 
is now part of the service offered by traditional auto lessors. He told Asset Finance 

International: “Leasing companies have recently included 
rentals in their product range as a new source of 
profitability in the automotive business,” adding that the 
attraction of rental is also “due to its characteristics in 
terms of services linked to the primary contract.”
As can be seen in the table, there was a sharp increase 
in automotive leasing in 2014 compared with the previous 
year, with the number of contracts rising by 12.3% to 
a total of 175,245 for all types of vehicle, and the total 
value of funding increasing by 10.4% to €5.3 billion. The 
year-on-year trend was positive for both passenger cars 
and rentals, with rentals performing best, but commercial 
vehicle figures showed a slight decline in numbers and 
value.

These dynamics have continued in the first four months of 2015, with an overall 
increase of 18.8% in the number of contracts and 19.4% by value compared with 
the same period the year before.

Italian automotive leasing figures

 

2014 Trend (%) 2014/2013 Jan-Apr 2015 Trend (%) 2015/2014
Number of 
contracts

Value 
(€ 000s)

By number 
of contracts

By value Number of 
contracts

Value 
(€ 000s)

By number 
of contracts

By value

Passenger cars 87,065 2,587,476 11.5% 15.5% 32,479 979,004 11.7% 15.7%

Commercial 
vehicles

14,959 1,287,862 -7.4% -2.9% 4,952 462,686 1.9% 13.9%

Rentals 73,221 1,435,146 18.3% 15.3% 31,728 605,480 30.6% 31.0%

Total 175,245 5,310,484 12.3% 10.4% 69,159 2,047,170 18.8% 19.4%

Source: ASSILEA

ASSILEA breaks down auto leasing product providers into six different classes, 
which shows that, in 2014, captive companies financed the majority of contracts 
with a share of 46.2% of the total, followed by specialist financial intermediaries 
(FIs) owned by banking groups, with 29.2% of the market. 

Gianluca De Candia
Director general of 
ASSILEA
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The fastest-growing class was multiproduct FIs belonging to banking groups, which 
was responsible for 13.4% of contract NBV with an increase on the previous year 
of four percentage points. Increase in market share was also recorded by bank-
owned specialist FIs, multiproduct banks, and non bank-owned specialist FIs.

Auto leasing providers, 2014

Source: ASSILEA

Drilling down into the data available from ASSILEA and UNRAE, selected 
indicators can be extracted to give estimates of the volume of vehicle registrations 
by companies, rather than private individuals. 
Leased car registrations

 2014 2013 2014 over 2013 (%)

Rental 162,149 134,175 20.9
Fleet leased 79,330 72,728 9.1

Source: Asset Finance International, UNRAE BOOK 2014 – Analisi del mercato degli 
autoveicoli in Italia, ASSILEA – Rapporto sul leasing 2014

Forecasts for 2015
As detailed above, the indicators over the first months of 2015 are for continued 
growth in the auto leasing and fleet sectors. ASSILEA has recently raised its 
forecast from around 4% year-on-year growth in auto leasing to a 13% increase in 
2015 over 2014, with a projection of €6 billion NBV.
Commenting on the year ahead, Gianluca De Candia says: “Italian leasing 
companies will look to enhance their ROEs through customer-oriented offers. Their 
focus will be on services and solutions for mobility. This will be achieved through 
strong product specialization and close relationships with vendors.” He also noted 
that lessors’ management of repossessed goods should lead to improved second-
hand market performances.

  Captives

  Bank-owned specialist FIs

  Bank-owned multiproduct FIs 

  Multiproduct banks

  Non bank-owned specialist FIs

  Specialist leasing banks

46.2%

29.2%

13.4%

9.2%

1.3% 0.7%
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The positive viewpoint of fleet lessors has been strengthened by better than 
expected performance in the first quarter of 2015. Independent financial services 
consultant Gianerminio Cantalupi notes that rental volumes had been particularly 
strong, stating: “This is a positive development in the context of the Italian 
economy and the cyclical automotive sector, still slowly recovering from the deep 
global slowdown of the last decade, particularly severe for European peripherals. 
Medium- to long-term rental will increasingly have a prominent and essential role, 
as we have already seen in the trend in 2014.”

Carbon emissions
The rate of car renewal has been accelerated in the past by scrappage schemes, 
and the reintroduction of government incentives to scrap ageing (i.e. high-polluting) 
vehicles would again give the market a boost. In particular, a greater role should be 
played by the emerging class of hybrid cars, depending on the evolution of prices 
in comparison to traditional petrol- and diesel-fuelled vehicles. 
There are no figures available regarding the share of fuel-efficient cars in the Italian 
fleet market, but the passenger car sector as a whole has progressed further than 
outsiders might expect.
On this subject, Italy’s national auto industry association, ANFIA, points out: “Few 
people know that Italy has the largest ‘eco-friendly’ car market within the EU, and 
this fact has allowed the country to become one of the most virtuous EU nations 
in terms of CO2 emissions produced by new cars sold, attaining as early as 2011 
(with a CO2 average of 129 g/km) the target fixed by the European Commission for 
the year 2015 (130 g/km of CO2). In 2014, the average of CO2 emissions from new 
cars sold in Italy was 117.8 g/km.” (Source: ANFIA − Associazione Nazionale Filiera 
Industria Automobilistica)

The author acknowledges the generous assistance of  
Dr. Gianerminio Cantalupi – gianerminio.cantalupi@gmail.com

mailto:gianerminio.cantalupi@gmail.com
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What’s driving fleet car pricing?
A round-up of some of the key auto finance industry stories in recent weeks

Optimism growing in UK fleet management
Fleet operators in the UK are once again more confident that their fleet will grow 
compared to their peers across the rest of Europe, according to the latest research 
from the Corporate Vehicle Observatory (CVO) Barometer.

The annual fleet research interviewed more than 4,500 fleet decision makers 
across 15 countries and asked them if they expect the number of vehicles on 
their fleet to increase or decrease. The results show that a balance of 21% of UK 
businesses with fewer than 100 employees expect to see an increase compared 
with 5% in other European countries, while for larger companies (100+ employees) 
13% expect to see growth compared with 11% across Europe. The increased 
optimism is in line with the trend identified by the survey over the past three years. 

Do you expect the number of vehicles on your fleet to increase or decrease? 

Fleet growth potential in next three years

Source: Corporate Vehicle Observatory

●● UK companies are more optimistic than their European counterparts regarding the growth potential of their fleets.
●● Large and very large companies appear divided on the issue: a high proportion of them anticipate an increase,  

but a significant number of them anticipate a decrease.

Balance = Fleet growth will increase – fleet growth will decrease
Base: companies with corporate vehicles = 100%
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Methodology

Source: Corporate Vehicle Observatory

In 2015, smaller companies are more confident than they have been in the past 
few years with 24% expecting fleet growth. 
Robert Pieczka, marketing and insurance director at Arval, comments: “The latest 
research is consistent with the positive view of growth that we are seeing from 
many of our customers. It’s really encouraging to see the number of small and  
mid-sized companies expecting to add vehicles this year, and overall the picture is 
a good one for corporates too.”
Other findings from the CVO survey, which draws on an international expert 
platform for the exchange of best practices and the analysis of trends in the 
management of professional vehicles, show that fleet managers in the UK are 
running their vehicles for longer than in other European countries.

Do you think the duration that you run your company vehicles for has increased or decreased  
in the past year?

 

Passenger cars

Light commercial 
vehicles

Companies with 1,000 or more employees

Companies with 100 to 999 employees

Companies with 10 to 99 employees

Companies with fewer than 10 employees
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Commenting on the statistics, which show that a greater proportion of smaller 
companies kept their vehicles for less time when compared with larger companies, 
Pieczka says: “We are seeing smaller companies reacting to the environment 
that they operate in, and the positive economic conditions combined with growing 
business confidence are proving a catalyst for employees to change and often 
upgrade their cars within this segment.” 
The research confirms that new vehicle technologies are increasingly becoming 
an important part of the vehicle selection mix. Of companies with 100 or more 
employees, a third already have new vehicle technologies operating within the 
fleet, and a further third are considering introducing them. Take-up is less among 
smaller companies although nearly half are either operating a new vehicle 
technology or thinking about it.

New vehicle technologies on the fleet

Source: Corporate Vehicle Observatory

Hybrid vehicles are the most popular largely due to the efficiency and practicality 
gains they offer, with the research indicating 38% of larger companies have hybrid 
vehicles on fleet as do 10% of smaller companies.
Despite concerns about range and practicality, electric vehicles clearly have a role 
to play in the modern fleet landscape, as 10% of larger companies are already 
using them and a further 20% are considering it. 

●● Hybrid is the new energy most frequently already in place and still arouses the interest of unequipped companies.
●● Plug-in hybrid vehicles and electric vehicles should also become more common in the years to come.

Base: companies with corporate vehicles = 100%

At least one technology
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Plug-in hybrid

CNG (compressed natural gas)

LPG (liquified petroleum gas)

Electric vehicle

Fuel cell electric/hydrogen
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Pieczka says: “When used in the right circumstances, new vehicle technologies 
provide an efficient and cost-effective option for businesses which is why their 
popularity has been growing in the past few years. We expect to see this trend 
continue as new models enter the market, the manufacturers refine the product, 
and fleets develop a better understanding of how to best deploy these vehicles.”
Smartphone technology is also making inroads into the fleet management market, 
with the research showing that getting on for half (44%) of UK-based respondents 
at companies with 100 or more employees find mobile phone apps a useful tool, 
along with a quarter (27%) in smaller companies. 
The picture is a similar one in other European countries as the use of apps by both 
drivers and fleet managers becomes more common. Around a third of businesses 
surveyed in the UK now allocate smartphones and tablets to their employees 
providing access to a range of apps, many of which are free to download. The most 
useful functions on an app for larger companies were identified as easy access to 
the company car policy and the ability to locate and book services.
Most useful app functionality

Pieczka concludes, “There are a wide range of vehicle and fleet related apps now 
available but they do not all deliver the same value so just like any product or 
service the challenge is to identify the most useful.”

The company car policy

Services locator app

Services booking app

Driver behaviour report app

Remote access to car data app

Consolidated dashboard app
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Corporate fleet to save billions by going green
Corporate fleet managers across Europe could save millions of tonnes of CO2 
and €2billion a year through using available efficiency measures and clean 
technologies, according to a new report from independent analysts CE Delft.
The research, prepared for the campaigning group Greenpeace, concludes that 
corporate fleet managers have more power to take action on climate change than 
most politicians, or even most oil executives.  
 
According to the report, Saving fuel, savings costs, the transport sector globally 
is responsible for nearly a quarter of greenhouse gas (GHG) emissions, with road 
transport accounting for 72-81% of the total. Europe’s corporate fleets produce 
around 380Mt CO2e annually – more than all the emissions of Spain. 
The report estimates the EU’s entire corporate fleet is responsible for 
approximately 45% of emissions from road transport, and therefore 8% of total 
EU GHG emissions. However, it argues the impact of fleet managers’ purchasing 
decisions is far greater than this, as the majority of company cars are sold into the 
secondhand car market, and so fleet managers control a large proportion of the 
supply of used vehicles in the private market. 
The research suggests that adopting currently available technology and 
approaches could produce substantial cost savings, in the order of €2 billion 
annually, plus a significant reduction in emissions. 
The report analyses a number of options for both passenger cars and freight, 
including choosing more fuel-efficient conventional cars; switching to low 
resistance tyres; adopting alternative powertrains, like full electric or plug-in hybrid 
cars; encouraging and monitoring employees to change to eco-driving behaviors; 
and retro-fitting vehicles, particularly trucks, claiming emissions from HGVs can be 
reduced by 1-4% with a single measure to improve aerodynamics.
In addition, the Low Carbon Vehicle Partnership (LowCVP) has launched a Low 
Emission Van Guide and associated web tool for operators interested in reducing 
running costs while also cutting their carbon emissions and impact on local air 
quality. 
The guide shows that in one example, operators using battery electric vans could 
reduce the whole life costs of a vehicle operating in the London Congestion Charge 
zone by £18,340, or £5,215 outside London.
It is aimed at operators of small- to medium-sized of commercial vehicles, covering 
vans up to 3.5t GVW and sets out the business, environmental, and operational 
case for using low-emission vans, covering a range of technologies including 
electric, plug-in hybrid, LPG, CNG, and biodiesel.
Gloria Esposito, LowCVP Head of Projects, says: “Vans can be significant 
contributors to damaging emissions, particularly in cities. This guide fills an 
information gap, giving operators the tools they need to cut costs and emissions, 
as well as the chance to clean or polish up their image.” 
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Leasing remedy for medical technology giants
Global medical technology company ArjoHuntleigh has turned to a next-generation 
telematics system to manage and monitor its growing fleet of vehicles.
More than 300 vans have been fitted with high-technology devices supplied by 
Motrak, part of Motiva Group, and the units will provide the company with real-time 
visibility of its entire logistical operation and help to both maximise efficiency and 
reduce costs.
ArjoHuntleigh, which supplies medical equipment to the healthcare sector, already 
sources Vauxhall vans from Motiva Group, so the deal to use Motrak marks an 
extension of a relationship between the two companies that stretches back more 
than a decade.
Paul Holdcroft, head of Motrak, says: “ArjoHuntleigh runs a big fleet of vans and 
wanted a top-line telematics system that could be unified across both its service 
and rental divisions.
Our units will provide crucial data on how each vehicle is being used. They’ll 
monitor and report information that will help the company to get the most out of its 
fleet.”
The system was redeveloped last year and can now integrate fuel card data to 
give fleet managers precise costs per mile. It provides insight and control of the 
company’s driver and mobile asset management process, along with information 
on driver behavior that can help reduce fuel costs by as much as 20%.
Motrak’s innovative internet-based software also features mileage capture, route 
overlay, driver league tables, traffic warnings, and excess mileage alerts that can 
each be tailored to individual customers.
Peter Wood, purchasing and logistics manager for ArjoHuntleigh, says: “We wanted 
to replace our existing units and Motiva Group’s Motrak system ticked all the right 
boxes for us.
“We have great confidence in them because of our existing relationship and their 
customer service, which is something that we find particularly important, is always 
second to none.
“The fact they installed the units so quickly was a huge bonus and their 
comprehensive user training program will help us get to grips with it straight away.”

Jaguar Land Rover on track for autonomous vehicle    
Jaguar Land Rover has revealed its latest innovative developments into 
autonomous vehicles, by showcasing some of its new prototype technologies.
The UK manufacturer has developed a custom Remote Control Range Rover 
Sport to demonstrate how motorists could be able to drive their vehicle remotely, 
controlling functions such as steering, accelerating, and braking from outside the 
car. This new tool would allow motorists to maneuver their cars out of challenging 
situations much more easily, for example reversing out of a parking space if it is 
difficult to get access to the driver’s door.
Jaguar Land Rover has also showcased its Multi-Point Turn Range Rover, with the 
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capability to move autonomously through 180 degrees and execute three-point 
turn maneuvers. The system uses sensors to assess available space and avoid 
pedestrians and objects, while taking over gear selection, steering, braking and 
acceleration.
These developments are in addition to Jaguar Land Rover’s advanced research 
program to enhance a car’s sensing capabilities. The project is focused on 
developing the range of sophisticated sensors necessary to make real-world 
autonomous vehicles a reality and able to drive in a range of environments and 
weather conditions.
Separately, research from consulting firm KPMG in the US suggests auto insurers 
are not yet ready for the major changes that self-driving vehicles will create for their 
business as most do not expect the technology to have a significant impact for at 
least a decade.
The survey polled the views of executives of insurance companies with 
approximately $85 billion of auto insurance premiums. The results show that 
almost three-quarters believe they are not ready for autonomous vehicles, largely 
because 84% do not expect that the technology will have a significant impact on 
their business until 2025. Half (55%) of respondents believe that regulators will 
impede the adoption of autonomous vehicles. 

HMRC offers online company car benefit service
HMRC is evaluating an online trial allowing company car drivers to make changes 
to car and fuel benefits that will affect their tax codes.
This means that Pay As You Earn (PAYE) customers who have company cars 
will be able to make any changes online regarding their company cars and will no 
longer have to wait for HMRC to update their tax code for them.
HMRC’s chief digital and information officer, Mark Dearnley, says: “Our digital 
services will deliver significant savings to HMRC’s customers in both the cost of 
phone calls and time spent dealing with the department. They will also mean that 
people can deal with the department when it is most convenient for them – rather 
than for us.
“This trial means that we can incorporate customer feedback to ensure we deliver a 
service they want,” Dearnley added.
The new digital service allows business car users to tell HMRC about changes to 
their company car that happen between 6 April 2015 and 5 April 2016, by allowing 
them to check current car details, change the details, or update the fuel benefit.
It is being implemented using a new authentification facility, GOV.UK Verify, which 
offers a way for people to prove who they are when using government digital 
services. An individual’s identity is authenticated by a certified company in an 
online process which takes around 10 to 15 minutes to complete.
HMRC says that in cases where employers adopt payrolling of benefits, customers 
will not need to use the new digital service as they will be paying the right amount 
of tax in real time.
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profit. Make your action plan now!

So you want to improve your pre-tax
profits?

Well, you might decide to introduce a new IT
system that would allow you to do more
things, introduce more products and be more
effective than before - at a cost, of course.  Or
you might introduce a new quality-
management system or increase your
salesforce or cut overheads or other costs. 

These are the ‘levers of profit’, the aspects of
your business that you can change to
generate more profit. 

Generally speaking, if you pull one of these
levers it will have a modest effect on your
bottom line. You can often generate a much
bigger impact, with much less disruption to
the business, by changing your pricing policy.
If you can implement a successful pricing
change you will improve your volumes and
margins simultaneously, with little disruption
and at little or no cost. Do it successfully and
you will enjoy the benefits immediately,
without generating a negative response from
staff or clients. Pricing is the most powerful
lever of profit.

In previous Pricing Reviews we have looked

at the steps that asset finance companies
have taken to develop their businesses and in
particular how they have improved (or might
improve) their pricing. In this article we will
move beyond that and set out an action plan
for asset finance companies that want to
improve their pricing. The steps to follow are:
diagnosis; decision; preparation; get buy-in;
trial; implement and monitor. 

1. Diagnosis

First, have a look at the way business is
priced at the moment. How are prices
calculated? Is it done centrally or by
individual salespeople? What insights are
gained from the market to help guide pricing?
Have a look at the range of prices quoted for
the same type of business to the same type
of customer; are they similar? If there is a
wide variation you have prima facie evidence
that something is going wrong. 

Which customers get the lowest prices and
why? What costs are incurred as a result of
discounting or other giveaways, e.g. giving
away costly contractual points during the
negotiation? Do the most valuable clients get
the biggest discounts? When pressed by a
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Forecasts for residual values 
dipping across Europe

Forecast Car Residuals
Rise as Optimism Returns

Changes in residual value (RV) forecasts, SMR costs and lease rental rates to January 2014
Forecast residual values Forecast service, Current rental rates

maintenance and repair costs 

3 month 12 month  3 month 12 month 3 month 12 month 

change change change change change change

France +0.2% +1.7% +0.7% +2.1% +2.0% +1.9%

Germany +0.9% +0.4% +0.8% -2.7% -0.8% -2.5%

Italy +1.1% -0.9% -0.1% -8.2% +1.9% +0.6%

Portugal +0.7% -2.6% +0.2% -2.7% -1.2% -4.9%

Spain -0.1% +1.0% -1.4% -4.1% -0.9% -1.3%

UK +2.8% +7.3% -0.1% +0.4% -0.2% +4.0%

It appears that fleet lessors across Europe are
becoming increasingly optimistic about future
residual values. To end, January we saw
lessors increase their forecast RVs by 2.8% in
the UK, 1.1% in Italy, 0.9% in Germany, 0.7%
in Portugal and 0.2% in France. Spain reported
the only reduction and this was by just 0.1%).

These figures are collated by Experteye’s
European Leasing index survey which tracks
forecasted residual values (RV), servicing,
maintenance and repair (SMR) costs and rental
rates in six European countries using data
supplied by major leasing companies.  

Looking over the past 12 months we can see
that at one extreme forecast RVs rose by 7.3%
in the UK, and at the other extreme they fell by
2.6% in Portugal. 

Forecast SMR costs have also stabilised
somewhat over the last three months, having
suffered significant falls in Spain, Portugal, Italy
and Germany in the previous nine months. 

Rentals seem to have stabilised somewhat too
in the last three months, having been quite
volatile in the UK, Portugal and Germany in
particular in the previous nine months.

Professor Colin Tourick is a management consultant, former MD of Citibank's fleet leasing
business and a 34 year leasing industry veteran
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• The comparisons are for vehicles with a contract
duration of 36 months / 90,000 KM
• Twelve month comparisons show change since
February 2013
• Three month comparisons show change since
November 2013. 
• Rental rate changes compare the rates in effect at
the time of the survey with those in effect three or
twelve months ago.

• RV and SMR changes show the change in
participating leasing companies' forecasts of residual
values and maintenance costs over the period.
The Experteye European Leasing Index reports on
trends in leasing company forecasts, plus current
rental rate movements, covering representative
versions of up to 250 vehicles in the six markets.

Forecasts for residual values (RVs) across Europe have dipped slightly in the last 
three months, although the picture is different in each of the markets analyzed in 
the latest Experteye European Leasing index. The survey tracks forecasted RVs, 
servicing, maintenance, and repair (SMR) costs and rental rates in six European 
countries using data supplied by major leasing companies. 
Looking at the French leasing market in depth, companies operating vehicle 
fleets in France have suffered a 5.4% increase in rentals over the past year. New 
car prices are up by 4.8% in the last 12 months, and the SMR budgets built into 
contract hire rentals have also gone up by 3.5%. Both of these developments 
impact on the cost of leasing.
Yet the French contract hire sector appears positive about the economy and future 
used vehicle market, with forecasted residual values improving by 2.5% since June 
2014, having risen steadily over the last two years.
More recently, the picture in France looks quite settled. Over the last six months, 
rentals have crept up by only 1.1% and have started falling in the latest quarter, 
with a 1.7% reduction in leasing prices since March this year.
French optimism in future RVs has also subsided, with forecasted RVs moving by 
only 1.7% in the last six months and 0.5% for the quarter. SMR budgets appear to 
be fluctuating, and since the back end of 2014 they have fallen by 5.3%, but have 
only shifted by 0.7% in the last three months.
Experteye’s managing director, Rick Yarrow, explains that for companies operating 
fleets in France, fortunes currently depend on the types of vehicles on lease. 
“If you are a French business operating a fleet of light commercial vehicles (LCVs), 
you will have enjoyed a far better time of late than those with car fleets,” Yarrow says.
“Compared to the 5.4% rise in car leasing, LCV rentals have dropped by 2.8% in 
the last year, and are down by 9.6% over the last two years – a significant saving 
for commercial vehicle operators.
“Nevertheless, French car fleet operators are not suffering the worst price rises 
across the nations we survey. In Germany, contract hire rates have shot up by 
8.1% in the last year and in Spain they have risen by 5.8%. 
“In the UK, prices have risen by slightly less than in France (3.5%), and in Italy and 
Portugal rental rates have come down by 0.3% and 3.6% respectively.” 
Interestingly, French forecasted RVs as a percentage of new car prices have still 
not recovered since the recession. Part of the Experteye survey creates an index 
that tracks movements in RVs each year, and after six years France’s RVs remain 
below the ratios reported back in 2009.
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“On 1 January 2009 we gave all forecasted RVs a nominal index of 100 and have 
been tracking their movements as a proportion of new car prices ever since,” says 
Yarrow.
“Six years on and France’s small, medium, large, and luxury cars all sit below the 
index they started with, only executive models producing stronger forecasted RVs 
now than they did back then.”

Changes in RV forecasts, SMR costs, and lease rental rates to May 2015

   Forecast residual values  Forecast service, maintenance, 
and repair costs

  Current rental  rates

3-month 
change

12-month 
change

3-month 
change

12-month 
change

3-month 
change

12-month 
change

Germany +0.8% +3.9% -7.1% -1.1% -3.0% +8.1%
Spain +1.3% +2.6% -3.9% +3.5% -1.0% +5.8%
France +0.5% +2.5% -0.7% +3.5% -1.7% +5.4%
UK +1.1% -1.5% -1.0% +4.1% -2.7% +3.5%
Italy +2.5% +5.6% +0.8% -4.7% +0.6% -0.3%
Portugal -4.0% +1.1% -2.6% -4.9% +1.5% -3.6%

Market summaries across Europe for three and 
12 months to May 2015

Germany: German fleet operators have suffered the largest annual hike in monthly 
rentals of all nations surveyed, with an 8.1% price rise since June 2014. In the last 
three months, however, German contract hire rentals have seen the greatest fall 
with a 3% reduction in rentals. SMR budgets have reduced by 7.1% since March 
2015, following a year that saw a 1.1% drop. Forecasted RVs improved by 3.9% for 
the year, but have settled to 0.8% in the last three months.
Spain: Rental prices rose by 5.8% in Spain during the last 12 months, but have 
fallen by 1% in the latest quarter. SMR budgets have seen a swing, with a 3.5% 
increase for the year turning into a 3.9% reduction this quarter. Forecasted RVs are 
up by 2.6% since June 2014 and 1.3% since March this year.
France: Rental rates have gone up by 5.4% in France over the last 12 months, but 
are down by 1.7% for the latest quarter. French SMR budgets built into contract 
hire rentals rose by 3.5% over the last 12 months, but fell by 0.7% in the last three 
months. After a year that saw forecasted RVs improve by 2.5% they have only 
moved by a very small 0.5% since March 2015.
The UK: In the last year, the UK is the only nation surveyed to have seen 
forecasted RVs fall, by 1.5%; however, they recovered in the last quarter with a 
1.1% strengthening. Rental prices fell by 2.7% in the last three months following 
a year that saw a 3.5% price rise for UK fleet operators. SMR budgets were up by 
4.1% since June 2014, but down by 1% since March this year.
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Italy: With forecasted RVs rising by 5.6% in the last year, Italy is the most optimistic 
of all nations surveyed. They remain in first place following a 2.5% RV improvement 
since March 2015. Italian SMR budgets rose by a small 0.8% in the last quarter 
after a year that saw them fall by 4.7%. Rental rates were down by 0.3% since June 
2014, but up by 0.6% for the quarter.
Portugal: Forecasted RVs have fallen by 4% in the last quarter, the biggest 
reduction of all nations surveyed by Experteye. This follows a year that had seen 
RVs rise by 1.1%. SMR budgets dropped by 4.9% in the last 12 months, and 2.6% 
during the most recent quarter. Rentals have come down by 3.6% for the year but 
rose by 1.5% this quarter.

Notes
●● The comparisons are for vehicles with a contract duration of 36 months/90,000 KM.
●● Twelve-month comparisons show change since June 2014.
●● Three-month comparisons show change since March 2015. 
●● Rental rate changes compare the rates in effect at the time of the survey with 

those in effect three or 12 months ago.
●● RV and SMR changes show the change in participating leasing companies’ 

forecasts of residual values and maintenance costs over the period.
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