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MARKET REVIEW
Four main products dominate equipment capital expenditure in
Australia: finance leases; operating leases; hire-purchase and chattel
mortgage or secured loan (the latter grouped as non-lease). 

The products are offered as part of a portfolio of equipment
financing techniques by both bank and non-bank providers.
Non-bank providers include many with a relationship to equip-
ment manufacturers. Customers include all private and public
industry sectors. 

Participants in the leasing market. In Australia, the main
providers of lease finance were traditionally finance companies
(including bank-owned lenders, general financiers and captives)
and banks. Over the last few decades, nearly all the bank-owned
finance companies have been brought into the parent or sold. 

More recently, while the banks have been the predominant
source of lease and other equipment finance, improved access to
funding has seen captives and independents improve their market
share. 

Australia is also experiencing the emergence of fintech
equipment finance providers heavily reliant on digital processes to
transact with their customers. Simpler and more efficient applica-
tion processing, data and asset management is driving competition
and innovation in the market. 

The current market. The Covid-19 global pandemic contin-
ues to impact on the Australian economy. In its September 2021
meeting, the Reserve Bank of Australia (RBA) agreed to:1

• maintain the cash rate target at 10 basis points2 and the inter-
est rate on Exchange Settlement balances of 0%;

• maintain the target of 10 basis points for the April 2024
Australian government bond; and 

• purchase government securities
at the rate of A$4bn a week and
to continue the purchases at this
rate until at least mid-February
2022.
Prior to the outbreak of the

delta variant, the Australian economy
had considerable momentum:
• GDP increased by 0.7% in the

June quarter and by nearly 10%
over the year;

• business investment was picking
up and the labour market had
strengthened; and

• the unemployment rate had
fallen below 5% and job vacan-
cies were at a high level.
However, the recovery in the

Australian economy has been impacted by the outbreak of the
delta variant and the associated restrictions on business, trade and
economic activity. While the outbreak is affecting most parts of
the economy, the impact is uneven, with some areas facing very
difficult business conditions, while others are continuing to grow
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strongly or have been better positioned to adjust their operations
to manage through the lockdowns and other restrictions.

The RBA believes that this setback to the economic expan-
sion is expected to be only temporary. As vaccination rates
increase further and restrictions are eased, the Australian economy
is expected to recover quickly. However, there is uncertainty
about the timing and pace of recovery, and it is likely to be slower
and more mixed than the recovery following the initial Covid-19
outbreak. 

Fiscal policy through government economic stimulus and
highly supportive monetary conditions will underpin the recov-
ery of the Australian economy, with temporary measures support-
ing household and business balance sheets.

AFIA has and continues to work closely with the Australian
government to tailor these support
packages to the finance industry,
including the Coronavirus SME
Guarantee Scheme3 and the
Structured Finance Support Fund4 to
ensure the continuous flow of credit
through the economy. Additionally,
AFIA is working closely with state
and territory governments on vari-
ous initiatives to support the broader
business environment. 

Equipment finance market data
– lease and non-lease. AFIA esti-
mates that as at June 30, 2021 total
new equipment finance (including
fleet leasing) was A$34.0bn (FY2020:
A$38.0bn). 

Consistent with prior years,
funding by equipment type in FY21
has been mostly spread across

cars/light commercial, mining/earthmoving equipment, and
trucks, trailers and buses (see Table 2). 

Chattel mortgage continues to be the more favoured origi-
nation product (see Table 3).

How the market functions. Leasing is generally offered as
part of a range of equipment finance products. This allows its
merits relative to other finance techniques to be weighed and tai-
lored to the customer’s particular needs and circumstances, taxa-
tion, and financial position. 

The types of products offered within the Australian leasing
market includes:
• finance leases;
• operating leases;
• chattel mortgage;

111

A U S T R A L I A

Table 2: New lending by asset type 2020/21
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Table 3: New lending by product 2020/21
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• fleet leases (i.e. cars and heavy vehicles); and
• novated leases (i.e. salary packaging) and sales and leasebacks. 

Distribution channels include:
• direct sales by financiers with whom the customer has an

existing relationship; and
• via point-of-sale providers linked to the financier or others

independently operating in the market. 
Sophisticated transaction packagers and lease brokers are also

important in distributing the product.
In terms of general market functioning, leases are written for

most capital equipment items (provided they are used for com-
mercial purposes). Terms range from between two and five years
and implicit rates are competitive and are usually fixed for the
period of the lease. 

Lessees can claim the full amount of the lease rentals as a tax
deduction, provided that the commercial use test is met and no
contrary law applies (e.g. for vehicles that exceed the luxury vehi-
cle limit threshold). 

In this instance, the lessor, as owner, claims the depreciation
and usually any investment incentives. There is not an option to
purchase the leased goods at the end of the term. However, the
lessee may re-lease them at the end of the term or make an offer
to acquire them.

Law and regulation 
The lease product is impacted by
taxation and other laws at the
national and state levels. In addition,
general legal principles (including
contractual requirements) and
accounting standards apply.

Commonwealth taxation. Tax
laws, primarily the Commonwealth
(national) Income Tax Assessment
Act (ITAAct), recognise leasing as
one of the few tax benefit transfer
mechanisms within the Australian
taxation system. 

The business lessee is able to
claim a tax deduction for the full
amount of the lease rentals. This con-
trasts with other forms of commer-
cial equipment finance, such as
hire-purchase or chattel mortgage,
where deductions for depreciation
and interest charges are claimable.
The lessor, as owner, can claim the
depreciation for the goods leased as
an offset against rental income
received. 

The trade-off between choosing
leasing over other financing meth-
ods, lies in understanding the respec-
tive cashflow implications of
write-off, including interest/depreci-
ation and lease rentals.

Leasing tax guidelines. While many sections of the tax law
deal with how leasing works in the context of the specific section,
no overarching section covers leasing itself. Therefore, the Income
Tax Assessment Act gives discretionary powers to the Tax
Commissioner to oversee leasing practices. 

The broad thrust of this oversight has been to ensure that
leases were not disguised purchase or conditional sale arrange-
ments as this would have made them a capital transaction and out
of scope.

Hire-purchase contracts have been ruled as capital in nature
by the ATO – that is, the hirer claims depreciation and interest
rather than the amount of the repayments.

Over the years, Tax Office guidelines on leasing have devel-
oped. However, care should be taken in interpretation, as often
the guidelines change without particular and separate tax rulings
being updated. 

Tax rates, depreciation, incentives and disincentives.
Incentives. Government policy over recent years has seen a signif-
icant decrease in company tax rates and an increase in businesses
being eligible for these lower rates as outlined in Table 4.

In addition, and in particular to support small business
during the Covid-19 global pandemic, the government has
increased the Instant Asset Write Off thresholds for small busi-
nesses that apply the simplified depreciation rules.
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Table 4: Progressive changes to the company tax
rate

Income tax Aggregated turnover Tax rate for base entities Tax rate for all other
year threshold (A$m) under the threshold rate (%) companies (%)

2017–18 25 27.5 30.0
2018–19 50 27.5 30.0
2019–20 50 27.5 30.0
2020–21 50 26.0 30.0
2021–22 50 25.0 30.0

Table 5: Instant Asset Write Off thresholds for small
businesses

Eligible                                        Date range for when asset first used
businesses                                            or installed ready for use                               Threshold (A$)

Less than A$10m March 12, 2020 to June 30, 2021, providing the asset 150,000
aggregated turnover was purchased on or after 7.30pm (AEST) on May 12, 2015 

and by December 31, 2020
Less than A$10m 7.30pm (AEDT) on April 2, 2019 to March 11, 2020 30,000
aggregated turnover
Less than A$10m January 29, 2019 to prior to 7.30pm (AEDT) on April 2, 2019 25,000
aggregated turnover
Less than A$10m July 1, 2016 to January 28, 2019 20,000
aggregated turnover
Less than A$2m 7.30pm (AEST) on May 12, 2015 to June 30, 2016 20,000
aggregated turnover
Less than A$2m January 1, 2014 to prior to 7.30pm (AEST) May 12, 2015 1,000
aggregated turnover
Less than A$2m July 1, 2012 to December 31, 2013 6,500
aggregated turnover
Less than A$2m July 1, 2011 to June 30, 2012 1,000
aggregated turnover
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Similarly, the government has
increased the Instant Asset Write Off
thresholds for larger businesses.

For those businesses who do not
qualify or use the Instant Asset Write
Off programme and were impacted
by Covid-19 impacted businesses, the
government’s Banking Business
Investment measure could potentially
apply.5

This initiative provided relief,
from March 12, 2020 until June 30,
2021, to support business investment and economic growth by
accelerating depreciation deductions. The key features of the
incentive were as follows:
• if a customer was using the simplified depreciation rules for

small business, a claim of 57.5% of the cost of the asset (for
those assets that cost more than the instant asset write-off
threshold) in the first year the asset was added to the small
business pool; or

• if a customer was not using the simplified depreciation rules
for small business, a claim of a deduction of 50% of the cost
or opening adjustable value of an eligible asset on installa-
tion. Existing depreciation rules apply to the balance of the
asset’s cost.
Eligible businesses were those businesses with aggregated

turnover below A$500m. Eligible assets were new depreciating
assets, for example, plant, equipment and specified intangible
assets, such as patents. 

A further measure of assistance that has been provided to
Covid-19 impacted businesses has been SME Guarantee Loans.
Phase 2 and Phase 3 of this Scheme,6 provided SMEs, including
sole traders and not-for-profits, with additional funding to help
them recover and invest for the future. 

Under Phase 2, the government provided a 50% guarantee to
participating lenders to enhance their ability to extend credit to
SMEs. This phase supported secured
(lease and other finance) and unse-
cured loans for up to A$1m for terms
of up to five years with a cap on
interest rates.

Under Phase 3, the government
increased the guarantee to 80%. This
phase supported secured (lease and
other finance) and unsecured loans
for up to A$5m for terms of up to 10
years, with an optional repayment
holiday period and with a cap on
interest rates.

Disincentives. Tax disincentives have also impacted equip-
ment lease products – primarily, the Motor Vehicle Depreciation
Limit to deter “luxury” motor vehicle being purchased by limit-
ing the amount of depreciation that could be claimed. 

Initially set at A$18,000, the limit has been indexed in line
with the motor component of the Consumer Price Index to
A$68,740 in FY21 (A$67,525 in FY20) or A$77,565 (FY21) for
fuel-efficient vehicles (FY20 A$75,526). 

By limiting the depreciation claimed by the lessor, the disin-
centive worked to increase the rental paid by the lessee. 

As can be seen from the commentary above, depreciation
and other capital allowances can and do change depending on the
government of the day’s policy intentions for capital investment.
Such policy changes have an immediate and obvious effect
because leasing is effectively an after-tax product. 

Goods and Services Tax (GST). From July 1, 2000, a uniform
10% Goods and Services Tax (GST) has applied to relevant goods
and services. 

From a financier perspective, a key element of the GST
regime is the fact that financial supplies (e.g. chattel mortgages)
are exempt from GST. This means that the lender is unable to
claim back the GST components of its input costs but is entitled
to a reduced input tax credit (limited to 75% of the GST incurred
on loan business related expenses). 
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Cars, light commercial vehicles and trucks
account for the largest leasing sector in
Australia.

Table 6: Instant Asset Write Off thresholds for larger
businesses.

Eligible                                      Date range for when asset first used
businesses                                          or installed ready for use                                 Threshold (A$)

Less than A$500m March 12, 2020 to June 30, 2021, providing the asset 150,000
aggregated turnover was purchased on or after 7.30pm (AEST) on April 2, 2019

and by December 31, 2020
Less than A$50m 7.30pm (AEDT) on April 2, 2019 to March 11, 2020 30,000
aggregated turnover
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In contrast, leases and hire-purchase contracts are taxable
supplies which means that business claim the GST component of
their rentals as a reduction of their GST liability. 

Other regulation. The regulatory environment for finance in
Australia is complex. It varies according to nature of the financier,
the product and the customer – the latter differing and overlap-
ping depending on whether the customer is a consumer, business,

or small business. A risk for all financiers, including lessors, is the
application of lender liability and linked credit provider concepts,
extending liability to financiers if the customer cannot meet their
liability.

In addition, as with other areas of the law, the impact of
judgments in cases coming before the courts in relation to con-
tract terms and practices needs to be closely monitored. In partic-
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AFIA Full Members 2020–21

AFIA Associate Members 2020–21

Afterpay
Alpha Finance
Allied Credit
Alto Group
Angle Finance
American Express
ANZ 
Arteva Funding
Automotive Financial Services
Australian Structured Finance
Avenue
Attvest Finance 
Avis Budget Group
Bank of China
Bendigo & Adelaide Bank
BeCar Wise
Beyond Merchant Capital 
Bank of Queensland
Branded Financial Services
Brighte
BMW Financial Services Aus.
Capify
Caterpillar Financial Aus.
Challenger
Clearmatch
Commonwealth Bank
Cisco Systems Capital 
Custom Fleet
CNH Industrial Capital 
Credit Corp Group
De Lage Landen / RABO
Dell Financial Services
Double M Management
Early Pay
East Coast Car Rentals
Eclipx Commercial  
Elantis Premium Funding
Europcar
Finance One

Fleetcare
Fleet Choice
FlexFleet
Fupay
Freedom
Get Capital
Grow
Hertz Aus.
Hewlett Packard Enterprise
Humm group
Hunter Premium Funding
Indigenous Business Australia
IQumulate
John Deere Financial
Judo Bank
Klarna
Komatsu Corporate Finance
Kubota Australia Finance
Latitude Financial Services
Laybuy
Leasexpress
LeasePlan Australia
Leasewise Australia
Liberty Financial
Limba Loans
Lumi
Macquarie
Max Recovery Australia
MacMillan Shakespeare Group 
Mercedes-Benz Financial Services Aus.
MetroFinance
Modus Financial Services
Moneytech
Morris Finance
Moula Money
National Australia Bank
NextFleet Australia
Nissan Financial Services
NLC

No birds
Now Finance
OnDeck 
OpenPay
ORIX Aus.
PACCAR Financial
Payright
Pepper Money
Plenti
Prospa
QFleet
Qudos Bank
RAC Finance
RACV Finance
Redspot / Enterprise
RedZed
Scottish Pacific Business Finance
Selfco Leasing
sg Fleet / nlc
Smart Group
Spotcap
Stratton Finance
Summit Fleet
Taurus Finance
Thorn Group
Thrifty Aus. & NZ
Toyota Finance Aus.
Vestone
Volt
Volkswagen Financial Services
Volvo Finance
Walker Stores
Wells Fargo International
Westlawn
Westpac Group
Yamaha Finance
Zip Co

Allens Linklaters
Alfa
Ashurst Aus.
CAFG Australease
Central Finance Management Group
Cashflow Funding
Clayton Utz
Commercial & Asset Finance Brokers
Association
Creditor Watch
Cornwalls
Credit Sense Australia
CreditorWatch
Deloitte Australia

Dentons
Equifax
Experian Asia Pacific
FIS Global
Gadens
GRC Solutions
Herbert Smith Freehills
HPD Lendscape
illion
IDS
King & Wood Mallesons
Lowe Lippmann Chartered Accountants
Macpherson Kelley Lawyers
National Finance Choice

Netsol Technologies
ncino
Odessa 
Pickles
Piper Alderman
Q2
Red Planet Software
Slattery Asset Advisory
Soft4leasing
Sopra Banking Software
Tao solutions
Traction Group
White Clarke Group
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ular, the introduction of laws against unfair contract terms in con-
tracts involving small business.

Consistent with many other countries, Australia has laws
dealing with privacy, anti-money laundering, and counter-terror-
ism financing, as well as autonomous sanctions, covering facets of
leasing business: 
• collection, use and disclosure of personal information; 
• customer identification, including customers and their bene-

ficial owners, as well as politically exposed persons;
• customer account monitoring;
• identifying and reporting of suspicious matters to regulators;
• reporting international transfer, cash and crypto currency

transactions; and
• prohibitions of dealing with countries or customers would

are subject to UN or autonomous sanctions.
Anti-money laundering laws do not apply to operating leases

or consumer leases.
However, as federal and state laws operate with varying tests

and exemptions, it would be advisable to carefully explore the
legal requirements for contracts before contemplating any
involvement in the Australian market.

Away from the law, small business can also raise complaints
against the conduct of leasing businesses through an external dis-
pute resolution scheme, known as the Australian Financial
Complaints Authority,7 as well as the Australian Small Business
and Family Enterprise Ombudsman.8

Accounting for leases
The IASB’s IFRS 16 Leases was released in January 2016 and was
subsequently ratified by the Australian Accounting Standards

Board (as AASB 16) to apply to annual reporting periods begin-
ning on or after January 1, 2019. 

Securities issues. Across the range of equipment finance
products, from rentals to chattel mortgages, financiers have differ-
ent security interests, registration requirements and realisation
options. 

For many years, AFIA has worked with all governments to
harmonise the operation of the various registers of security inter-
ests, particularly for motor vehicles. This process came to fruition
with the commencement of the Personal Property Security Act
(PPSA) and a national register (the Personal Property Securities
Register (PPSR)) of all security interests in all non-real estate
property assets, both tangible and intangible. 

The PPSA marked a significant change in Australia’s commer-
cial legal framework and was based on comparable laws in Canada
and New Zealand and, to some extent, Article 9 of the US
Commercial Code. It is due for review, potentially in early 2022. 

Open banking. The Australian government is committed to
enhancing competition through the development and implemen-
tation of ‘Open Banking’ (similar to the regime in the United
Kingdom). Major banks are obliged to provide customers access
to data to enable other providers to better assess credit risk. The
impact of this is increased customer choice and improved compe-
tition. Implementation of the new regime will expand to smaller
banks and other financial institutions, with the rules starting to
apply from FY229.

Leasing outlook
Leasing, in all its forms, has for several decades proved to be an
equipment financing technique suitable to all stages of the eco-
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AFIA estimates that as at June 30, 2021 total new equipment finance in Australia was A$34.0bn, compared to A$38.0bn in FY2020.
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nomic cycle. As we emerge from the impacts of the Covid-19
global pandemic, we expect leasing will continue to be a key
product that supports and enhances the Australian economy’s pro-
ductive base. 

The Australian Finance Industry Association (AFIA) is well-
placed to influence and ensure leasing remains an important,
viable product offered by AFIA members to help finance
Australia’s future. 

The Equipment Finance Industry Group is a group of spe-
cialist equipment financiers. They meet on a periodic basis. We
also hold events covering general and specific issues for the equip-
ment finance sector. Industry members from overseas are wel-
come to attend, by prior arrangement with AFIA. 

AFIA background. The AFIA is the voice of a diverse
Australian finance industry and a leading advocate for the
Australian financial services industry. 

AFIA represents over 100 providers of consumer, commer-
cial and wholesale finance in Australia, which includes:
• major, regional and mutual/community owned banks;
• providers of consumer finance, including home loans, per-

sonal loans, consumer leases, credit cards, buy now pay later
services, and debt purchasers;

• providers of land finance, including residential and commer-
cial mortgages and bridging finance;

• equipment financers, including commercial equipment
financing ranging from agri-equipment to small ticket
equipment financing;

• motor vehicle financiers, including consumer motor finance,
novated motor finance, small business motor finance and
heavy vehicle finance;

• fleet leasing and car rental providers; and
• providers of commercial finance, including secured and

unsecured loans and working capital finance to businesses,
including small businesses.
AFIA’s members range from ASX-listed public companies

through to small businesses providing finance, which operate via a
range of distribution channels, including through ‘bricks and
mortar’ premises (physical branches and other outlets), via inter-
mediaries (including finance brokers, dealerships, retail suppliers),
and through online access or platforms (traditional financial insti-
tutions and fintechs). 

AFIA’s members collectively operate across all states and ter-
ritories in Australia and provide finance to customers of all demo-
graphics from high to low-income earners and to commercial
entities ranging from sole traders, partnerships and across the cor-
porate sector in Australia. 

AFIA’s members provide a broad range of products and serv-
ices across consumer and commercial finance, a snapshot of these
include: 
• Consumer: home loans, personal unsecured loans, revolving

products (including credit cards and interest free products
coupled with lines of credit), personal secured loans (secured
by land or personal property); consumer leases of household
assets (including household goods, electrical/IT devices or
cars) and buy-now, pay later services.

• Commercial: land, asset or equipment finance (finance/oper-

ating lease, secured loan or hire-purchase agreement or
novated leases); business finance and working capital solu-
tions (secured loans, online unsecured loans; debtor and
invoice finance; insurance premium funding; trade finance;
overdrafts; commercial credit cards), together with more
sophisticated and complex finance solutions. 
AFIA’s strategic goal is Financing Australia’s Future –

embrace the challenges of the modern finance industry, by
leveraging the insights of our diverse membership, to influence
our future and drive a culture of integrity, transparency and fair-
ness, to achieve better outcomes for our customers and our
industry.

AFIA support their members to finance Australia’s future.
AFIA believe that our industry can best support Australia’s econ-
omy by promoting choice in and access to consumer and business
finance, driving competition and innovation in financial services,
and supporting greater financial, and therefore social, participation
across our community. 

Notes: 
1 Statement by Philip Lowe, Governor: Monetary Policy Decision, Media

Releases, RBA – https://www.rba.gov.au/media-releases/2021/mr-21-
19.html

2 The RBA has advised that it will not increase the cash rate until actual
inflation is sustainably within the 2% to 3% target range – not likely to be
before 2024.

3 SME Recovery Loan Scheme, Treasury.gov.au – https://treasury
.gov.au/coronavirus/sme-recovery-loan-scheme

4 Accessing the SFSF, AOFM – https://www.aofm.gov.au/securitisation-
investments/access-sfsf

5 What’s new for small business, Australian Taxation Office (ato.gov.au) –
https://www.ato.gov.au/business/small-business-entity-concessions
/what-s-new-for-small-business/#Instantassetwriteoff

6 Coronavirus SME Guarantee Scheme Phase 2, Treasury.gov.au –
https://treasury.gov.au/coronavirus/sme-recovery-loan-scheme/smes-
phase-2

7 Home, Australian Financial Complaints Authority (AFCA) –
https://www.afca.org.au/

8 Australian Small Business and Family Enterprise Ombudsman –
https://www.asbfeo.gov.au/

9 Open banking, Deloitte Australia, Financial Services –
https://www2.deloitte.com/au/en/pages/financial-services/articles/open-
banking.html
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