NEWS ANALYSIS

CAPTIVES

Direct or indirect?

Alun Richards

In order to reduce cost of sales
and improve coverage, many
companies use a mixture of direct
and indirect sales channels to
supply their end-user customers.
When considering the best way
to support their parent compa-
nies, captive finance subsidiaries
must take this into account as
they devise their support strategy,
as each channel requires a differ-
ent approach.

Direct sales are generally easier
to address, as the parent has con-
trol of the sales force and can
ensure training, integration into
the sales offering and rapid reso-
lution of any issues encountered.
However, they suffer from some
drawbacks, not least of which is
the very high cost of sales.

Indirect models can be very
effective in mobilising a much
larger team to sell lower value
products, or where geographic
and market size constraints are
significant. Captive finance pene-
tration levels are generally lower,
although this is compensated for
by greater coverage and lower cost
of sales an indirect model offers.

As both models are well estab-
lished, there are a number of
methods that have been devel-
oped that can drive greater suc-
cess. Captives must pay close
attention to their routes to mar-
ket if are to successfully support
their parent company sales.

The author is a principal at The
Alta Group and former manag-
ing director of Key Equipment
Finance Europel
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VENDOR FINANCE

International players fill

void left by collapsed

Strong demand for truck and trailer leasing in the CEE

m An open field: computer leasing is heating up as players retire from the sector

Brendan Malkin

It is generally accepted
that the levelling-off of
capital expenditure
since the onset of the
recession should have
led to an upsurge in
vendor finance. While
there is some truth in
this, it is far from the
full picture.

Some vendor finance
specialists are indeed
seeing an upturn in
business, although this
is less the result of more
customer demand for
leasing and more to do
with the fact that they
are hoovering up busi-
ness from former com-
petitors which have
fallen by the wayside.

The UK arm of
Deutsche Leasing
which, like most of the
German company’s
business, is dominated
by vendor finance, is
seeing a “rise in pene-
tration rates as the in-
house bank and other
competition has dried

up or disappeared”,
according to its man-
aging director, Julian
Hobbs. It reported
growth in every sector
to which it has previ-
ously provided finance,
including construction,
industrial equipment
and transport. The one
exception is print.

Meanwhile, Patrick
Gouin, global head of
high tech at SG Equip-
ment Finance, which
reported last month a
30 percent increase in
business this year
compared to last year,
remarked starkly:
“The survivors [of the
recession] get the best
business let down by
others.”

Not unsurprisingly,
lessors still active in
vendor finance are
now focusing more on
those sectors which
have been severely hit
by the withdrawal of
funding partners.

Key sectors include
telecoms and semicon-

ductors, the funding
of which was previ-
ously dominated by
GE Capital and Bab-
cock & Brown, two
players massively hit
by the recession.

“This has pushed
some of the operators
of these sectors to look
actively for financing
solutions in order to
maintain their level of
sales volumes and
fight the recession,”
Vincenzo Scalzone,
manager of European
programmes and busi-
ness development at
De Lage Landen, told
Leasing Life last
month.

SG Equipment
Finance, meanwhile, is
ramping up core areas
of financing comput-
ers, copiers and tele-
coms, all sectors
“where a number of
lessors have retired
from to a certain
extent”, said Gouin.

But it is not just a
drop-off in competi-
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