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Abstract 

Purpose - The purpose of this thesis is to simulate how capitalisation of operating lease 

will affect leverage and profitability ratios in listed Swedish companies; and observe if the 

use of operating lease has changed since the release of the first exposure draft in 2010. 

Research design – The study is an ex ante research, simulating a predicted outcome of 

the new planned lease standard. A deductive and quantitative approach have been used for 

this comparative study. Secondary data have been collected from 55 Swedish companies 

listed on NASDAQ Stockholm OMX Large cap and processed with the constructive capi-

talisation model introduced by Imhoff et al. (1991) to simulate the capitalisation effect on 

financial ratios. 

Findings - The result indicates that all financial ratios tested (debt/equity, equity/assets, 

profit margin, return on assets and return on equity) will have a statistically significant 

change on all tested years, 2010 – 2013, with a new lease standard. It also show a high cor-

relation between companies’ ratios before and after capitalisation. No trends in the use of 

operating leasing can be observed from this study.   

Contribution – The conclusion of this study suggest that although there is an significant 

impact on all the companies financial ratios, there would be no big comparability problems, 

if implementing the new standard. This study supports the change in leasing standard since 

it would show a truer and fairer picture of companies’ use of leasing and increase the com-

parability among companies for potential investors.  

Value – This study brings value and knowledge on the effect of capitalisation on operating 

leasing on listed Swedish companies. This information are valuable to Swedish companies, 

investors, other stakeholders and the organisations developing the new standard. 
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Definitions 

Dg= Degression Factor 

ED= Exposure Draft 

FASB= Financial Accounting Standards Boards 

GAAP= Generally Accepted Accounting Principles 

IAS= International Accounting Standards 

IAS 17= Leasing Standard from IASB 

IASB= International Accounting Standards Boards 

IASC= International Accounting Standard Committee  

IFRS= International Financial Reporting Standard 

Lessee= Part in a lease agreement that leases the asset 

Lessor= Part in a lease agreement that owns the asset 

MLP= Minimum lease payments 

Large Cap= Stock Exchange group of the largest listed companies in Sweden 

Norwalk agreement= Convergence project between IASB and FASB 

PRI= Pension registering institutet (A non-profit organisation that develops calculation 
guidelines for pension funds 

RL= Remaining Life 

SCB= Statistiska Central Byrån (Swedish statistical bureau) 

TL= Total Life 
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1 Introduction  

The introductory chapter gives a brief background to the topic, followed by a problem discussion that aims to 

give an understanding to current problems. After this is a purpose formulated together with research question 

and a hypothesis. Delimitations is explained to narrow down the research. Last of all a thesis outline is pre-

sented. 

1.1 Background 

 

Leasing has become one of the biggest external sources of funding when it comes to financ-

ing an investment for companies (McGregor, 1996; Knubley, 2010). Swedish companies fi-

nance approximately 20 per cent of all new investment in machines and inventories and 

roughly 60 per cent in transportation, through leasing (Svenskt Näringsliv, Svenska Bank-

föreningen & Finansbolagens Förening, 2011). The overall leasing market in Sweden during 

2013 was around 6850 million euro; making it the ninth largest leasing market in Europe 

(Lease Europe, 2013). Leasing commitments are required to be disclosed in the annual re-

ports of all publicly traded companies in Europe (IAS 17; EC 1606/2002). One of the pur-

poses with financial reporting, including leasing disclosures, is to provide users of interest 

with relevant information regarding an entity’s financial position (DP/2009/1; Knubley, 

2010). It is vital to have comparable and understandable financial statements to attract po-

tential investors and inform shareholders and other interested users of how the company is 

performing. This helps to provide users with an overview of the company’s financial per-

formance, including financial ratios and cash flow statements, which is essential in econom-

ic decision making for an investor (IAS 1). 

Leasing is an interesting research subject in terms of accounting and comparability because 

of the accounting standard for leasing, International Accounting Standard (IAS) 17, allows 

two different accounting practices for leasing agreements depending on the lease type. The 

standard distinguishes between finance and operating lease. A lease contract is classified as a 

finance lease when the risk and reward normally related to ownership of an asset is substan-

tially transferred to the lessee. When the risk and reward stays with the lessor, the lease is 

classified as an operating lease (IAS 17). The accounting practice differs between the lease 

types since financial leases are recorded as an asset and liability on the lessees balance sheet, 
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also called on-balance sheet reporting, while operating leases do not, also called off-balance 

sheet reporting (Fülbier, Silva, & Pferdehirt, 2008; Fitó, Moya & Orgaz, 2013). 

Allowing recognition of leasing as both operating and financial leasing has been a debated 

subject in many years (Fülbier et al. 2008). Many critics argue that off-balance sheet transac-

tions does not give a true and fair view of a company’s balance sheet or comparable finan-

cial ratios for investors and analysts (McGregor, 1996). International Accounting Standards 

Boards (IASB) has responded to the critics by starting to work on a new lease standard to-

gether with the American counterpart Financial Accounting Standards Board (FASB). The 

new lease standard is part of the Norwalk agreement, which is a convergence project to 

eliminate differences between the two accounting principles International Financial Report-

ing Standard (IFRS) and United States Generally Accepted Accounting Principles (US 

GAAP) (Fülbier et al., 2008; Fitó et al., 2013). The leasing standard is a prioritized project 

that is trying to create a framework, which will provide users with a complete and under-

standable view of leasing agreements (Kilpatrick & Wilburn, 2011; Fitó et al., 2013). The 

creation of a new lease standard makes a comparative study between current practice and 

coming practice highly relevant. In order to help stakeholder get an idea and clarity of the 

impacts of the new lease standard, this study will investigate how financial ratios are affect-

ed at companies listed at NASDAQ OMX Stockholm Large cap by capitalising operating 

leasing. 

1.2 Problem discussion 

 

The current standard, IAS 17, for lease accounting have been criticized for reducing compa-

rability between entities due to the fact that similar transactions can be accounted for com-

pletely different from one another (DP/2009/1; Knubley, 2010). Good comparability is a 

fundamental characteristic of accounting and important for the usefulness of the financial 

information (IASB/CF, 2010). Other critics to IAS 17 address the complexity of the stand-

ard, as there is no clear guideline of when a transaction should be classified as financial or 

operating lease (DP/2009/1). With the current standard, companies can structure lease con-

tracts based on how they want the accounting treatment to look like (Knubley, 2010). The 

intentional structure of leasing contracts has raised an ethical debate in regards to lease ac-

counting (Frecka, 2008). One side argues that the standard is unethical since the market 
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does not process the data needed to capitalise operating leasing (Frecka, 2008). The other 

side’s argues that reasonable investors are well aware of the off-balance sheet financing 

method and know how to take that into account (Frecka, 2008).  

IASB and FASB have released two exposure drafts (ED) on a new lease standard to deal 

with the problems related to IAS 17. Both the first and second ED leaves out the option of 

off-balance sheet accounting (operating leasing) with the intention to remove the problem 

of similar transactions being treated differently. (ED/2010/9; ED/2013/6). By removing 

operating leasing from the standard there will be an effect on balance sheets and income 

statements of companies that is currently using this type of leasing (Imhoff, Lipe & Wright, 

1991; Imhoff, Lipe & Wright, 1997). Several studies have shown that this will have a signifi-

cant effect on financial ratios (Beattie, Edwards & Goodacre, 1998; Fitó et al., 2013; Fülbier 

et al., 2008; Imhoff et al., 1991; Imhoff et al., 1997). This effect can influence companies’ 

ability to obtain loans, since loan restrictions are sometimes judged against financial ratios as 

fixed benchmarks (Goodacre, 2003a). Having consistent financial ratios are also useful for 

the comparison between companies, as it has proved to be an important tool that stake-

holders often use in decision making processes (Barnes, 1987; Beaver, 1966). 

Most studies on capitalisation of operating leasing have been performed before the release 

of the first ED in 2010 (Beattie et al., 1998; Bennet & Bradbury, 2003; Durocher, 2005; 

Fülbier et al., 2008; Imhoff et al., 1991; Imhoff et al., 1997). Since the release of the first and 

second ED, this type of studies has become more relevant than ever, because an eventual 

change of the standard would have an impact on the current position of the companies. 

Due to the fact that most studies on operating leasing have been performed before 2010, 

the response by companies in terms of use of operating leasing since the first exposure draft 

is not studied to the same extent as the effect of capitalisation of operating leasing. Similar 

to the lack of recent studies in this topic, the effect capitalisation of operating leasing will 

have on financial ratios of Swedish companies is a topic in which no published study have 

been found by the authors, making it an interesting topic to research. This thesis will not 

only contribute to the limited amount of research performed on lessees in Sweden, but it 

will also examine if the release of the first ED in 2010 have changed the use of operating 

leasing.  
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1.3 Purpose 

The purpose of this thesis is to simulate how capitalisation of operating lease will affect lev-

erage and profitability ratios in listed Swedish companies; and observe if the use of operat-

ing lease has changed since the release of the first exposure draft in 2010. 

The simulation of capitalisation on operating leasing based on the planned new accounting 

standard will help to understand what the impact of such change will entail. Two research 

questions will serve as a foundation for the continuing of this study.  

 How will the financial ratios be effected after capitalising operating lease? 

 Has the impact of capitalised operating lease changed between 2010-2013? 

 

The first question will be examined using the following hypothesis: 

H0: Financial ratios before capitalising = Financial ratios after capitalisation 

H1: Financial ratios before capitalising ≠ Financial ratios after capitalisation 
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1.4 Thesis Outline 

 

The continuation of this thesis is separated into the following sections; frame of reference, 

method, empirical findings, analysis, conclusion and finally a discussion. 

In the frame of reference, an explanation to leasing, the current leasing accounting standard 

and the planned leasing standard is found. This is followed by a part which brings up the 

incentives with leasing. Previous studies on operating leasing and some main findings from 

these studies followed by a deeper explanation of financial ratios are presented right before 

an introduction to the cost of capital theory which will end this section.  

The method section starts with a description of the method that will be used to answer the 

research question and fulfil the purpose of this study. An extensive explanation of the con-

structive capitalisation model is a major part of the method. This section ends with a part 

regarding the quality of the thesis.   

The empirical findings from the study are presented in three tables that show the result 

from the collected data. The result is also described and explained in this section. 

In the analysis, the empirical findings are analysed using theory and previous research. This 

part brings everything together and lead up to the conclusion that conclude the study in re-

lation to the purpose and research question. 

The last section of the thesis is the discussion that look into weaknesses of the study, ex-

plains who might find this thesis useful as well as discusses interesting topics for further 

studies. The discussion does also contains a part in which thoughts of the authors that has 

arisen from writing this thesis.  
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2 Frame of reference 

In this chapter, relevant information is presented to get a deeper understanding on the subject. The chapter 

starts with an introduction to the current regulatory framework and planned lease standard. It then contin-

ues with incentives to leasing and then a literature review is being presented with previous work in the field. 

To end this chapter, a relevant theory is introduced that is connected to the chosen topic. 

2.1 Regulatory framework  

 

Since 2005, listed companies in Sweden as well as the rest of European Union have been 

required to follow the IAS and IFRS standard (EC 1606/2002). IAS 17 ‘leases’ regulates the 

accounting treatment of leasing and defines a lease as:  

“An agreement whereby the lessor conveys to the lessee in return for a payment or series of payments the right 

to use an asset for an agreed period of time”. (IAS 17 §4) 

2.1.1 IAS 17 

 

By using an asset, the lessee takes over risk and return normally linked with ownership. IAS 

17 classifies lease agreements in two main types, finance and operating leasing.  The differ-

ent classifications of leasing is strongly connected to the risk and rewards linked with own-

ership of the asset. A general criterion for the classification is when substantially all the risk 

and reward is transferred from the lessor to the lessee, then the lease should be treated as a 

finance lease. If it does not fulfil the criteria for a finance lease it should be treated as an op-

erating lease. Normally, a lease is classified as a finance lease in cases where the lease term 

stretches over a major part of the economic life of the asset, if the ownership transfers to 

the lessee at the end of the lease period or the lessee can buy the asset below fair value (IAS 

17).  

The two types of leasing agreement vary significantly in accounting treatment by the lessee. 

A finance lease requires the leased asset to be recognized in the balance sheet by the lessee 

as an asset along with the associated liability in the beginning of the lease term. The amount 

should be the lower amount between the fair value and the present value of minimum lease 

payments (MLP) at the beginning of the lease term. In the subsequent years the asset will be 
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treated as other assets owned by the lessee and depreciated in line with the regulations in 

IAS 16 ‘Property, Plant and equipment’. Interest on the liability will be treated as an ex-

pense along with the depreciation of the asset. Separation between the two expense types is 

different between finance and operating leasing (IAS 17). An operating lease shall be recog-

nized as an expense on a straight-line basis during the lease term. This accounting treatment 

does not have any direct effect on the balance sheet as assets and liabilities remained un-

changed (IAS 17).  

The separation between finance and operating lease was first introduced as an accounting 

option in US 1976 (Beattie et al., 1998). Critique against the separation between finance and 

operating leasing emphasize how this model fails to meet users demand in financial state-

ments, and how it does not show a faithful representation of lease transactions 

(ED/2010/9). Operating lease has also been criticized since it does not recognize the assets 

in the balance sheet, when it in fact falls in under the definition of assets1 (Fitó et al., 2013). 

The same critic can be applied on the liability side since the debt connected with operating 

leasing falls under IASB’s definition of a liability2 (DP/2009/1). Other critics have been 

raised on the complexity of the current model, as there is no fixed criteria for when a lease 

should be classified as financial or operating lease, the current model leaves room for inter-

pretation that can differ among companies (DP/2009/1). 

2.1.2 Planned lease standard 

 

In 2002, a convergence project between IASB and FASB called the Norwalk agreement was 

announced with the purpose of eliminating differences between their two accounting stand-

ards IFRS and US GAAP (Norwalk agreement memorandum, 2002). A prioritised project is 

to create a new comprehensive approach towards leasing (Kilpatrick & Wilburn, 2011). The 

first ED from the leasing project was released in 2010 (ED/2010/9). The main changes 

proposed in the ED was the “right of use” model where the lessee should recognize asset 

                                                 
1 IASB definition of an Asset: “a resource controlled by the entity as a result of past events and from 

which future economic benefits are expected to flow to the entity.”(IASB/CF, 2010 § 4;4) 

2 IASB definition of an Liability “A liability is a present obligation of the entity arising from past events, 

the settlement of which is expected to result in an outflow from the entity of resources embodying econom-

ic benefits”(IASB/CF, 2010 §4;4). 
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and liabilities arising from a lease based on the condition that they have a right to use the 

asset (Biondi, Bloomfield, Glover, Jamal, Ohlson, Penman, Tsujiyama & Wilks, 2011; Seay 

& Woods, 2011). The proposal leaves out the off-balance sheet operating leasing, which 

means that the new standard would have a greater impact on lessee’s balance sheet if they 

have a big portfolio of operating leasing contracts (Seay & Woods, 2011; ED/2010/9).     

The first ED received 760 comments from organisations, companies, industries, auditors, 

scientists and national standard setters during the four month period, where users could 

leave comments on the first Exposure Draft (Agenda paper 5A/FASB memo 123, 2011). 

Most of the comments received were positive regarding the critique IASB tried to illuminate 

with the existence of current standard IAS 17. Improved information to users regarding 

comparability and transparency at the financial statements are the goal of ED (Agenda pa-

per 5A/FASB memo 123, 2011). 

Many of the received negative comments were concerned that the new IFRS standard 

would become more complex and costly to implement for companies. It was especially 

complex with the initial measurement of lease assets and liabilities. Another concern was 

raised regarding comparability between companies that some thought would become more 

difficult than in IAS 17 (Agenda paper 5A/FASB memo 123, 2011).  

A revised exposure draft was published in 2013 and contained some new changes compared 

to the first draft. The biggest difference is the introduction of a new way of classifying leas-

es as type A and type B, based on lease term compared to economic life of the asset 

(ED/2013/6). In relation to the current standard the accounting treatment of both type A 

and B leases will include recognition of the resource as an asset and liability by the lessee 

(ED/2013/6). The elimination of operating leases remains and the lessee will recognize all 

leases as an asset and liability. As one of the main tasks of the project was to create an ac-

counting standard that recognized the asset and liability by the user, both the first and sec-

ond ED leaves out operating leasing. 
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2.2 Incentives with Leasing 

 

Leasing has become one of the biggest external sources of financing for new investments in 

Sweden (Green, 1985).  Companies can have bad solidity, weak debt to equity or have trou-

bles with their cash flow. Consequently it makes their credit less trustworthy and limits the 

possibilities for these companies to get secured loan or credits (Eisfeldt & Rampini, 2009). 

Therefore, a good solution for them is to lease an asset instead of conserving capital in one 

big investment (Schallheim, 2009). Another incentive to leasing is that companies might not 

be able to have enough security for a loan. Since operating leasing do not demand any secu-

rity for leasing an asset, it is a good option. If a company goes bankrupt, a lessor’s asset will 

most likely be returned to the lessor. If they instead have a secured loan from a bank, this 

has lower priority in a bankruptcy, which makes it tougher to get a bank loan. Since the 

owner of the asset is the lessor, they record the asset on their balance sheet instead of the 

lessees (Schallheim, 2009).  

Another reason is tax saving. According to Smith and Wakeman (1985) tax saving is de-

pending on if there is differences in marginal tax rate between a lessee and lessor. A result 

of this differences’ is that a tax reduction can emerge. Since the ownership of the asset re-

mains at the lessor balance sheet, it will not occur any tax payments of an eventual disposal 

of the asset (Franzen & Cornaggia, 2013). 

Other advantages for companies to lease an asset can be a more flexible working capital. 

Lessee and a lessor can agreed upon a flexible repayment period, meaning that payments 

can be weekly, monthly or yearly, which gives a more freely working capital for a company. 

Due to this, a company can save cash since they decide together with the lessee how the 

payment should be and adjust that, so it fits to its own financial capacity (Elliott, 1975). 

Wilson (1973) writes about spreading the risk regarding companies’ investments. When a 

company uses operating leasing, they do not take any risk since it is a cancellable lease. It is 

the lessor that takes all the risk with the equipment of the lease. The risk with purchasing 

machines or inventories is that it can get damaged or not useful anymore for a company. It 

can also drop in value so they do not get the residual value is was supposed to have. With 

operating leasing the lessor needs to stand with all these consequences (Wilson, 1973). In 

the article from Smith and Wakeman (1985), they talk about management compensation 
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plans as a reason for leasing equipment instead of buying. If managers have bonus that are 

depending on e.g. return on invested capital, leasing is preferred to use. Since leasing do not 

increase the performance measures, but if a company instead would purchase the equip-

ment it would decrease the measure.  

2.2.1 Disadvantages with Leasing 

 

Elliott (1975) argues that not everything is advantages with leasing equipment. The leased 

asset could still be very useful for the lessees after the leasing period or it will have a higher 

residual value in comparison with the purchase value to the asset. That would make the 

leased asset a bad deal for the lessee and a very good deal for the lessor, but also a profitable 

source for the lessor. Elliot (1975) also mention the high interest rate as a disadvantage for 

leasing, if the lessee could borrow funds from e.g. a bank to lower interest rate. If a compa-

ny can borrow funds to a lower cost than the leasing cost, leasing is an expensive alterna-

tive. 

2.3 Financial ratios  

 

Since annual reports do not give an objective picture of a companies’ financial status, finan-

cial ratios are an important tool to analyse and measure a companies’ performance (Rapach 

& Wohar, 2005). Financial ratios are a tool that has been used a long time and it is serving a 

great purpose both internally for managers and externally for stakeholders (Altman, 1968). 

When using financial ratios internally, managers can use ratios to evaluate, measure and 

make forecasts for different departments, organisations or projects (Barnes, 1987; Altman, 

1968). Externally, financial ratios are often used by stakeholders such as accountants, inves-

tors, credit institution and banks to get an overview of the financial health, credit worthi-

ness and to forecast future financial variables of a firm, in both balance sheet and income 

statement (Barnes, 1987). Ratios are a great tool to see whether a firm is having difficulties 

paying debts or have cash for new investments (Altman, 1968; Beaver, 1966). Investors 

compare listed companies based on their financial status and can make an analysis of a 

company with ratios to make a judgement on whether to invest in a company or not 

(Booth, Broussard & Loistl, 1997).  
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The ratios used in previous studies by Beattie et al. (1998); Fitó et al. (2013); Fülbier et al. 

(2008); Imhoff et al. (1991); Imhoff et al. (1997) are leveraging and profitability ratios. Lev-

eraging ratios measures how the increase of lease liability will effect a company’s financial 

leverage position (Fitó et al., 2013). An increase in these ratios will indicate a company’s fi-

nancial risk and can affect a company’s possibilities to obtain financing (Green, 1985). The 

profitability ratios are especially relevant for investors in valuation purposes (Barker, 1999). 

Changes in profitability ratios can have an impact on management behaviour such as in-

formation disclosure and compensation plans (Fülbier et al., 2008; Watts & Zimmerman, 

1986). 

2.4 Literature review 

 

The first study made on this topic was performed by Nelson (1963), he did a pilot study on 

how to capitalise operating leasing into finance leasing. Nelson (1963) used a sample of 

eleven American companies, which at that time voluntary disclosed operating leasing in 

their annual report. Nelson’s study concluded that most of the ratios were affected nega-

tively by capitalising operating leasing. Nelson showed two companies within the same in-

dustry, which almost had similar debt to capital (41,5 and 41,7 per cent) before capitalisa-

tion, changed dramatically to 52.6 per cent and 70.6 per cent debt to capital. According to 

Nelson (1963) this impact would have dramatically changed investors’ economic decision.  

One conclusion made by Nelson (1963) was that financial analysts could easily have made 

faulty decisions by the negative changes on the ratios examined. 

A regulation in leasing by FASB was issued in 1976. FASB created the standard SFAS 13 

that required that companies classified their leasing agreements in either finance or operat-

ing leasing, which is similar to the regulation that exists in today’s IAS 17. The introduction 

of SFAS 13 led to a remarkable shift among US companies, from finance lease to operating 

lease to avoid on balance sheet accounting (Abdel-Khalik, 1981). 

The most used method in today’s studies was presented in 1991 by Imhoff et al. (1991). The 

method is called “Constructive Capitalisation,” and adjusts current operating leasing to fi-

nance leasing on to the balance sheet. Same authors later developed their research and pre-

sented in 1997 that their method were adjustable for both balance sheet and income sheet 

effects (Imhoff et al., 1997). Their method allows adjustment on equity, net income and de-
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ferred taxes, since they differ between lease asset and lease liability. What was special about 

Imhoff et al. (1991); Imhoff et al. (1997) study, was that they used three assumptions: (1) All 

assets are depreciated using the straight line method. (2) Unrecorded assets and liabilities 

equal 100% of the present value of future lease payment at the inception of the lease. (3) 

After the lease payments are made, the value of the unrecorded asset and liability is zero.  

Conclusion made from Imhoff et al. (1997) was that some industries like transportation and 

grocery would be more affected by a change in the lease regulation.  

Another study made within in the field, is done by Beattie et al. (1998) on UK listed com-

panies over several years and they concluded that operating leasing tend to increase during a 

recession period. This also support what Green (1985) stated, that Swedish companies tend 

to increase the operating leasing during a recession. Other studies made, are from Bennet 

and Bradbury (2003) at New Zealand companies and Durocher (2005) for Canadian com-

panies and these studies were made with a larger sample than Imhoff et al. (1991); Imhoff et 

al. (1997) did, which gives a more accurate result. All these studies showed great impact on 

financial ratios, similar to those results that Imhoff et al. (1991); Imhoff et al. (1997) and 

Beattie et al. (1998) found. 

More recent studies are done by Fülbier et al. (2008) on 90 German listed companies at 

DAX30, MDAX, and SDAX and Fitó et al. (2013) on Spanish listed companies. Both these 

studies are using a developed method by Fülbier et al. (2008), which compared to previous 

research that used similar methods developed by Imhoff et al. (1991); Imhoff et al. (1997) 

now instead utilize adjustments on discount rate and tax rate. Fülbier et al. (2008) used the 

same three assumptions that Imhoff et al. (1991) introduced.  Differences between Fülbier 

et al. (2008) method and Imhoff et al. (1991) Imhoff et al. (1997) was that Fülbier et al. 

(2008) divided up all operating lease costs in what he called five baskets, representing each 

of the five year that is disclosed in companies annual reports notes compared to Imhoff at 

el. (1991); Imhoff et al. (1997) model, that saw operating lease costs as one individual oper-

ating lease costs. That method according to Fülbier et al. (2008) give a more comprehensive 

and fair picture of an entities operating leasing costs. Fülbier et al. (2008) concluded in his 

study on German companies that the predicted impact on their financial ratios was not as 

great as previous research has shown. Same conclusion were made by Fitó et al. (2013) on 

their 52 Spanish listed companies over the financial years 2008-2010. They came up with 
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small portions of changes on the financial ratios when applying the same method as Fülbier 

et al. (2008), but using other discount rates and tax rates. Compared to the research made 

by Beattie et al. (1998), that concluded that operating leasing tend to increase during eco-

nomic recession, Fitó et al. (2013) argues that no type of change was evident in their study. 

Since the introduction of the constructive capitalisation model by Imhoff et al. (1991), the 

model has been used in several studies as previously mentioned. In Table 1, a short sum-

mary of some of the studies are described. The assumptions about remaining lifetime (RL), 

total lifetime (TL) and interest rate have varied between the studies, which have an impact 

on the comparison between them. 

Table 1 - Prior studies results 

 

All studies conducted have all shown some differences in financial ratios, some with greater 

results than other. However, all studies have pushed for the level of transparency and com-

parability for investors, shareholders and other interesting users of financial ratios when 

making economic decision of investing in a company. 

2.5 Theoretical framework 

2.5.1 Cost of capital 

 

The current accounting standard on leasing gives inadequate comparability among compa-

nies according to IASB and FASB, therefore, an information asymmetry gap can emerge 

(DP/2009/1). The information asymmetry gap that can emerge might make investors less 

reluctant to invest (Healy & Palepu, 2001). Cost of capital is one suitable theory for infor-

mation asymmetry. In today’s economic environment, it has become important for compa-

nies to disclose all information regarding all of their business and give the full and fair pic-

ture of an entity in order to attract new investors (Frecka, 2008). A dilemma for most com-

Country Sample RL TL Interest rate Main results

Imhoff/Lipe/Wright (1991) US n=14 15 26-30 10% D/E +191% Strong users, +47 Weak users

ROA -34% Strong users, -10% Weak users

Beattie/Edwards/Goodacre (1998) UK n=300 * * 10% D/E +49%, ROA, -11%

Bennet/Bradbury (2003) NZ n=38 5 10 10% D/E + 20-30%, ROA -10%

Durocher (2005) Canada n=84 9 19 8% D/A +5,6%, Liabilites +13,3%

Fülbier/Silva/Pferdehirt (2008) Germany n=90 ** ** 4,5-7,7% D/E + 13,5 %, ROA -1,3%

Fito/Moya/Orgaz (2013) Spain n=52 ** ** around 3,5% D/A +3%, ROA -0,7%

Notes: * Individual lifetime based on weighted average, ** individual lifetime based on MLP year 5 in relation to MLP 5+
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panies is how to raise funds in order to expand their business or invest in new projects 

(Porras, 2011). Cost of capital is an important issue for companies, since it is the rate of re-

turn the market requires to commit capital in an investment (Porras, 2011). The riskier the 

investment is for an investor the more return an investor wants for the funds (Pratt & 

Grabowski, 2010). With “market”, Pratt and Grabowski (2010) means all the investors that 

are willing to invest their funds to a particular investment. Therefore cost of capital can be 

described as the cost a company must promise in order to get hold of funds from the mar-

ket (Pratt & Grabowski, 2010). Companies calculate cost of capital in order to decide mini-

mum discount rate that can be used when determine capital expenditure projects. To decide 

whether to undertake a project or not, companies compare the cost of capital against the 

expected benefits with the planned project, the project that generates greatest benefits 

should be undertaken (Porras, 2011). It is important for companies to undertake projects 

that generate funds to the company in order to increase retained earnings, which can be 

used for dividends or to pay back loans to investors (Porras, 2011). O’Hara and Easley 

(2004) states that the role of information is vital to affect a company’s cost of capital. In 

their article, they claim that the level of public and private information determines the in-

vestors demand on return of the investment. If the company have private information, in-

vestors want a higher return and with more public information the required return tends to 

be lower (O’Hara & Easley, 2004). 
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3 Method 

The third chapter starts with an explanation of the research design that has been used, together with the data 

collection, samples and how to analyse the empirical findings. After this, an important part of this research is 

presented, the capitalisation model is explained in detail. Last of all a section with the quality of Thesis  

3.1 Research design 

Like previous research within this topic (Fitó et al., 2013; Fülbier et al., 2008), this study will 

be an ex ante research, predicting the outcome on financial ratios for listed companies after 

capitalising operating leasing (Schipper, 1994). The study will be performed using an quanti-

tative approach where the information used to answer the research questions and fulfil the 

purpose of this study are collected from the sampled companies’ consolidated annual re-

ports. Normally, quantitative research uses a deductive approach in which theory is tested 

by hypothesis to answer a research question (Saunders, Lewis & Thornhill, 2012). This 

study deduct a hypothesis from the cost of capital theory in combination with previous re-

search that have observed significant effect of capitalised operating leasing.  

This study will be conducted by using a comparative design and compare the sample using a 

cross-sectional design. This research collects a sample of 55 companies to compare before 

and after capitalisation of operating leasing, as well as a comparison between different fi-

nancial years. Therefore, a cross-sectional design is suitable to apply (Bryman, 2012). The 

selected financial ratios will be observed from the sampled companies for each financial 

year (2010-2013). 

3.2 Sample selection 

 

The sample consist of 55 listed companies at Stockholm NASDAQ OMX Large cap which 

been listed during January, 1, 2010 – December, 31, 2013. The study uses 2010 as a base 

year since this was the year when IASB and FASB presented the first exposure draft of the 

new proposed leasing standard. According to Stockholm NASDAQ OMX official website, 

large cap includes 72 listed companies in March 2015 (NASDAQ OMX Nordic, 2015). 

Since the study encompasses companies that have been listed during the years 2010-2013 it 

is necessary that the sampled companies have been listed all four years. Two companies 
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were excluded from the data sample since they had not been listed over these four years. It 

was also necessary for the sample, that the companies disclosed MLPs, linked with operat-

ing leasing according to either IFRS or US GAAP. Lack of disclosure reduced the sample 

with additionally 15 companies, which results in a total sample of 55 companies (Check all 

sampled companies in Appendix 1). 

3.3 Data collection 

 

According to Greener and Martelli (2008), secondary data collection is information that has 

not been gathered by the authors themselves through respondents or subjects. Instead the 

information is gathered through others e.g. companies or other researchers (Greener & 

Martelli, 2008). This study will investigate companies’ use of operating leasing, which means 

that the data will be gathered by checking companies’ consolidated annual reports to collect 

the necessary data.  Consolidated annual reports are not primarily used for research purpose 

but are public information and can therefore be seen as secondary data of high quality in-

formation (Greener & Martelli, 2008). An advantage to use secondary data in the study is 

that it is time saving and cost effective (Bryman, 2012; Greener & Martelli, 2008). 

The capitalisation model (section 3.4.1) requires information to be extracted from all sam-

pled companies’ consolidated annual reports notes regarding their future MLP. The notes 

can be presented in two different ways depending whether the company follows IFRS or 

US GAAP framework (see appendix 4). Meaning that the authors manually collected data 

from 220 consolidated annual reports, which were downloaded from the companies’ web-

sites, see section 9. The data presented regarding companies’ MLP in the notes, is then used 

in the capitalisation model presented in section 3.4.1 to capitalise operating leasing.  

After this, data regarding companies’ financial numbers are downloaded from retriever, 

which is a database that collects annual reports from Swedish companies. 200 consolidated 

annual reports were found and downloaded into an excel sheet from the database retriever 

(Retriever Business, 2015). 20 consolidated annual reports were not found and those com-

panies consolidated annual reports were manually downloaded and entered into the excel 

sheet from their official websites. When collecting data manually from the consolidated an-

nual reports, some of the companies showed their numbers in either US dollar or Euro. 
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These numbers was recalculated into Swedish kronor with the exchange rate (See Appendix 

7) from the balance sheet date for each of the financial years.  

3.4 Data analysis 

 

In order to see the effect of the new proposed standard on companies’ use of operating 

leasing, financial ratios will be used as a measurement in the data analysis in this study. The 

financial ratios will be calculated first on the original financial reports and compared to fi-

nancial ratios calculated on the updated values after capitalisation. Financial ratios are an 

appropriate measurement, since it is commonly used by stakeholders when for example; 

making an investment decision (Rapach & Wohar, 2005). Analyses on the change of finan-

cial ratios are therefore in line with this study. It will give a prediction of the impacts that 

the capitalisation has at financial ratios if the new lease standard will be released.  

Financial ratios are also used by previous studies in their analysis; Beattie et al. (1998); Fitó 

et al. (2013; Fülbier et al., (2008); Imhoff et al., (1991); Imhoff et al., (1997) to see the ef-

fects on off balance sheet accounting. The following five ratios are used by Fülbier et al. 

(2008) and will also be used in this study (see figure 1).  

Ratio Numerator  Denominator 

Debt/Equity (D/E) 
Current plus long-
term debt  Equity including minorities 

Equity/Assets (E/A)  
Equity including 
minorities  Total assets 

Profit Margin (PM)  EBIT  Revenue 

Return on Assets (ROA) EBIT  Average total assets 

Return on Equity (ROE)  
Net income exclud-
ing minorities  

Average equity excluding minori-
ties 

Source; Fülbier et al. (2008) 

Figure 1 - Ratio definitions 

 

Furthermore, to analyse a pattern in the use of operating leasing since the first released ED 

from 2010, the authors have also observed the unrecorded debt, which occurs at compa-

nies’ balance sheet when capitalising operating leasing, similar as previous have done 

(Fülbier et al., 2008; Fitó et al., 2013). From this observation, the authors want to see if a 

trend can be seen among listed companies at Large cap; if the use of operating leasing has 



   

 

18 

  

increased or decreased. Analysing these effects on the financial ratios and unrecorded debt 

will answer the purpose and research questions. 

3.4.1 Statistical test 

 

The effect of the capitalisation on the selected financial ratios will be tested for significance, 

using the Wilcoxon signed rank test. This test is useful when having data comprising of 

paired observations, before and after capitalisation in this case (Aczel & Sounderpandian, 

2009). Previous researchers have conducted the same non-parametric statistical test since 

the financial ratios do not follow a normal distribution (Fitó et al., 2013; Fülbier et al., 2008; 

Goodacre, 2003b). By proving if there is a statistical significance to the sample, it will give 

more credibility and legitimacy to the study (Saunders et al., 2012).   

 

𝑍𝑊𝑖𝑙𝑐𝑜𝑥𝑜𝑛𝑠𝑖𝑔𝑛𝑒𝑑−𝑟𝑎𝑛𝑘
=

𝑤𝑠−
𝑛(𝑛+1)

4

√
𝑛(𝑛+1)(2𝑛+1)

24

 

Ws = min [ ∑ (+), ∑ (−) ], where ∑ (+) is the sum of the positive differences and ∑ (−) is 
the sum of the negative differences. 

n = number of pairs from population one (before capitalisation) and two (after capitalisa-
tion).  

Source; Aczel & Sounderpandian, (2009), p.640 

Figure 2 - Wilcoxon Test 

 

Like Fülbier et al. (2008) and Goodacre (2003b) the relative change between the companies 

is tested, using Spearman rank correlation coefficient. This test will show how the ranks be-

fore and after capitalisation are correlated. If the correlation is close to one, the correlation 

between the ratios before and after capitalisation is strong (Fülbier et al., 2008).  

 

 

 

 



   

 

19 

  

 

𝑆𝑝𝑒𝑎𝑟𝑚𝑎𝑛 𝑟𝑎𝑛𝑘 (𝑟𝑠) = 1 −
6 ∑ 𝐷𝑖

2𝑛
𝑖=1

𝑛(𝑛2 − 1)
 

Where di, i = 1, …, n, are the differences in the ranks of xi (before capitalisation) and yi  

(after capitalisation): di = R(xi) – R(yi). 

Source; Aczel & Sounderpandian, (2009), p.657 

Figure 3 - Spearman Rank Test 

 

3.5 Research model 

 

3.5.1 Capitalisation model 

Imhoff et al. (1991) developed the method of constructive capitalisation on operating leas-

ing, which later have been used in several studies with more or less adaptations (Beattie et 

al., 1998; Fitó et al., 2013; Fülbier et al., 2008; Imhoff et al., 1991 and Imhoff et al., 1997). 

The core idea behind the constructive capitalisation method is to calculate the present value 

of future MLP. More recent studies have used modifications to the model and most studies 

vary when it comes to the discount rate, taxes, and length of remaining lease time of the 

lease agreement that reaches over 5 years. Three assumptions are fundamental for the mod-

el and are used in following studies; Beattie et al., (1998); Fitó et al., (2013); Fülbier et al., 

(2008); Imhoff et al., (1991); Imhoff et al., (1997). These assumptions are: (1) all assets are 

depreciated using the straight line method. (2) Unrecorded assets and liabilities equal 100% 

of the present value of future lease payment at the inception of the lease. (3) After the lease 

payments are made the value of the unrecorded asset and liability is zero. These three as-

sumptions will be used in this study for the constructive capitalisation model. For the re-

maining assumptions that are required, a more detailed description will follow in sections 

3.5.1.1 – 3.5.1.7. In appendix 5, two different company examples, based on used accounting 

framework (IFRS or US GAAP), of the constructive capitalisation model is provided. In 

appendix 6, the calculations made in the constructive capitalisation model are explained step 

by step.  
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3.5.1.1 Discount rate 

 

To calculate a realistic present value of the leases, a well-considered discount rate is im-

portant. Previous researches have taken different approaches on this matter. Beattie et al. 

(1998) Imhoff et al. (1991) and Imhoff et al. (1997) have used a fixed discount rate of 10% 

over the entire sample. The other approach is to use company specific discount rates as 

both Fülbier et al. (2008) and Fitó et al. (2013) have done. Fülbier et al. (2008) used the dis-

closed discount rates for pension funds and other provisions and Fitó et al. (2013) estimat-

ed the individual discount rates based on the firm’s interest converge ratio, which are inter-

est expense/ EBIT. The fixed discount rate can be considered too general as all individual 

companies actually do have different discount rates Fitó et al. (2013). At the same time, us-

ing numbers from the companies’ annual reports will not give a fully realistic picture as that 

is information published by the companies and the discount rate have to be based on esti-

mations from other information than leases in the annual report.  

As both methods of estimating the discount rate have limitations, a consideration of the ef-

fect of choosing both methods have been used by looking at the previous studies from 

Beattie et al. (1998); Fitó et al., (2013); Fülbier et al. (2008); Imhoff et al. (1991); Imhoff et 

al. (1997). By using company specific discount rates the results differ on individual company 

level, as individual discount rates are higher and lower than the average discount rate. This 

results in individual companies showing higher respectively lower effect than others. Over 

the whole sample, the effects are not as big as individual companies fluctuate in both ways. 

As the purpose of this study is to investigate the effect of capitalisation on operating leasing 

at Swedish publicly traded companies as a group and not individual Swedish companies, a 

fixed discount rate will be useful to fulfil this purpose. The fixed discount rate allows time 

to be distributed from calculating rates to collect a bigger sample. 

To select the discount rate in this study, an alternative approach on the method used by 

Fülbier et al. (2008) in which they look at the discount rate disclosed for pension funds. In-

stead of using company specific discount rates this study uses the discount rate recom-

mended by Pensionsregistreringsinstitutet (PRI). This discount rate is 4% and recommend-

ed to use for calculating present value of pension funds and used by several companies in 

the sample (Pensionsgaranti, 2014).   
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3.5.1.2 Tax rate 

 

To calculate the income effect operating leases will have, a tax rate needs to be used. Since 

the Swedish corporation tax is 22%, this is the tax rate that will be used in this study 

(Skatteverket, 2014). The authors make an assumption that this tax rate remains the same 

over the lease term. 

3.5.1.3 Remaining lease time  

 

According to IAS 17, companies need to disclose the MLP for three periods (year 1, years 

2-5, after 5 years) (IAS 17). To estimate how many years the lease term will be, this study 

follows Fülbier et al. (2008). An accepted assumption among previous studies is that the 

remaining lifetime (RL) of the leases is 50% of the total lifetime (TL). To get the RL, 

Fülbier et al. (2008) calculated this from the aggregated MLP after 5 years (MLP5+) divided 

the MLP year 5 (MLP5) and added the five first years [(MLP5+/MLP5)+5]. This method uses 

the assumption that the yearly MLP5+ will be equal in size to MLP5. To get the TL, RL is 

doubled, as it is 50% of TL.  

3.5.1.4  Yearly MLP  

 

As IAS 17 requires the MLPs to be disclosed for year one, year two to five, and after five 

years the MLPs connected to each specific year needs to be calculated. This is not required 

if the company uses the more detailed disclosure practice from US GAAP where the MLP’s 

for each year up to the fifth year need to be disclosed (see appendix 4).  

To calculate the MLP for the unknown MLP2, MLP3, MLP4 and MLP5 this study follow 

Fülbier et al. (2008) and assume a geometric degression model where the MLPs decline at a 

constant rate (Fülbier et al. 2008). The degression factor (dg) will be constant over the first 

five years and uses MLP1 to determine the unknown MLPs using the following model,  

MLPt+1 = MLPt x dg. The calculated MLP2-5 must equal the disclosed amount disclosed for 

year two to five in the annual report, this gives the formula showed in figure 1.  
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𝑀𝐿𝑃2−5 = ∑ 𝑀𝐿𝑃1 × 𝑑𝑔𝑡

4

𝑡=1

 

Figure 4 - MLP Calculation 

 

3.5.1.5 MLP baskets 

 

Imhoff et al. (1991) calculated the PV on the disclosed MLPs from annual reports. Fülbier 

et al. (2008) used a new approach to calculate the present value of the MLPs disclosed in 

companies’ annual reports. According to Fülbier et al. (2008), the method used by Imhoff et 

al. (2008) accepts impacts on asset values and equity that is less specified. To make the 

model more specified, Fülbier et al. (2008) divided the MLPs into five baskets based on re-

maining lifetime in years, with the fifth basket combining all MLPs from year five and for-

ward. Fülbier et al. (2008) modified method will be used in this study. To identify the bas-

kets, the MLPt+1 is subtracted from the previous year’s MLPt (Year1-4, Yeart = MLPt+1 - MLP 

t). The fifth basket is assumed to be equal to the MLP5 (Year5+, MLP5+= MLP5).  

After the baskets have been calculated, these are discounted at PV based on annual pay-

ments with the fifth basket calculated with the timeframe of a company’s specific RL, see 

figure 2. The sum of these five baskets equals the present value of the operating lease and 

represents the liability that should be capitalised in the updated financial statement.  

 

Baskets PV         MLP1      MLP2      MLP3    MLP4 MLP5 

 

 

Time:  Year 0    Year 1     Year 2     Year 3   Year 4 RL 

i = discount rate 

=MLP1 x [(1−(1+i)-1)/i] 

=MLP1 x [(1−(1+i)-2)/i] 

=MLP1 x [(1−(1+i)-3)/i] 

=MLP1 x [(1−(1+i)-4)/i] 

=MLP1 x [(1−(1+i)-RL)/i] 

 

 
 

Figure 5 - Baskets PV 
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3.5.1.6 Different value on liabilities and assets 

 

The liabilities recoded as a result of the capitalisation of operating lasing will decrease in 

value as the debt is paid to the lessor. The actual lease payment consists of both amortiza-

tions on the debt as well as an interest expense. The interest expense is larger in the begin-

ning of the lease term due to the bigger debt in the early stage of a lease term. Because of 

this, the lease payments contain a higher degree of amortization closer to the end of the 

lease term, see figure 3. As the asset is depreciated over a straight-line basis, the book value 

of the liability and asset will differ during the lease term, see figure 3.  

 

Source; Imhoff et al. (1991) 

Figure 6 - Book value of liability and asset 

 

As the book value of the liability and asset are different, the asset need to be calculated. 

Since the lease is assumed to be depreciated over a straight-line basis the asset is equal to 

the PVTL times RL in relation to TL. PVRL  is equal to the liability, making it possible to cal-

culate the ratio between the liability and asset by the following equation: (RL/TL)*[1-(1+i)-

TL]/ [1-(1+i)-RL].  
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3.5.1.7 Result effect 

 

The capitalised liability and asset will have a result effect different from the lease payment 

normally paid under an operating lease. This result effect is calculated like Fülbier et al. 

(2008) where they use the average MLP from year t and t-1. The result impact arises as 

there is a difference from the lease expense during an operating lease compared to the de-

preciation and an interest expense with on balance sheet accounting. The depreciation is 

calculated for each basket, taking the average asset value of year t and t-1 and divide by the 

remaining lease time since the assets are assumed to be depreciating over a straight-line ba-

sis. The interest expense is calculated on the average lease liability of year t and t-1 and mul-

tiplied with the interest rate (4%).  

3.6 Quality of Thesis 

 

To provide high quality, and make the thesis trustworthy, a research is required to be relia-

ble. The concept of reliability is basically consistency of measures (Bryman, 2012). The re-

search and information must be transparent and clear for the reader, and if anyone want to 

undertake the same study they should conceive the same results by using same method 

(Greener & Martelli, 2008). Hence, it is important to describe all steps in a study and pro-

vide the study with all necessary information so it is easy to interpret for a reader that wants 

to undertake same study. 

This thesis have a high reliability since it is describing and showing figures of the formulas 

and step by step shows how the study has been undertaken in the method section and ap-

pendix. The authors also describe and argue considering those assumptions that are made in 

the study, with for example tax rate, discount rate and leasing time. Furthermore, all data 

collection that are gathered is taken from retriever which provides financial statements from 

all listed companies that the sample consists of. In those cases that retriever did not have 

the financial statements from the sample companies, the authors have gathered those man-

ually from the companies’ official websites. The collected data comes from consolidated 

annual reports of the sample companies which has high reliability since it is investigated 

from both auditors and Swedish tax agency.  
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Validity is seen as one of the most important quality criteria. It can be explained as if the 

findings of the research is true or not and that the conclusion come from the piece of re-

search that has been done (Bryman, 2012). Validity can be divided into internal and external 

validity. Where, internal validity measures the causality between two or more variables. The 

authors have performed a statistical test to see whether there has been a significant change 

when capitalising operating leasing (Bryman, 2012). External validity means that the find-

ings from the study can be generalized outside of the sample. This study’s sample consists 

of Swedish companies that need to follow IFRS regulations. It can be generalized on all 

listed Swedish companies based on the assumption that there are no big fluctuations on the 

use of operating leasing between large cap companies and the other listed companies in 

Sweden.  

3.7 Critique against the model 

 

The model consists of three assumptions that differs from previous research, tax rate, dis-

count rate and leasing term. These assumptions could be criticised since they are being gen-

eralized in the study and are not company specific. Fixed discount rates are used by previ-

ous researcher. These assumptions give a more comparable finding in the sample between 

the companies the study consists of.  

The study will investigate publicly traded companies at Swedish large cap. Consequence for 

this study is that not all companies are obligated to follow IFRS regulation in Sweden are 

included in the study. However the sample consists of 55 companies at Swedish large cap 

which can be seen as a big sample and that these companies are the largest companies in 

Sweden and they are more likely to have operating leasing.  
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4 Empirical Findings 

 

In this part of the study, a presentation of the empirical findings is presented from the raw data that has been 

simulated in accordance with the capitalisation method described earlier in the paper. The presentation will 

be shown in the form of tables.  

4.1 Overview of Empirical Findings 

 

Table 2 presents actual impacts on balance and income sheet (Assets, Liabilities, Equity, 

Net Income and Profit margin) for the four financial years (2010-2013) that has been inves-

tigated in this research. The results are presented in seven different values (min, quartiles, 

average, max and std.dev), which give a comparison on the effect at different levels of the 

sample companies. 

Table 3 presents the five affected financial ratios. The findings presented in table 3 is an av-

erage change for all four years of the entire sample and are presented in absolute  and rela-

tive values, they are represented by different values (min, quartiles, average, max and 

std.dev). Detailed disclosure values will be presented in Appendix 2 for deeper understand-

ing of this study. 

The following result serves as a good indicator of the impacts that capitalisation of operat-

ing leasing have on Swedish large Cap companies in order with the study’s stated purpose 

and research question. To evaluate and confirm results from the capitalisation of the select-

ed financial ratios, two statistical tests (Wilcoxon and Spearman) are presented in combina-

tion with the financial ratios, which can be seen in table 4. 

4.2 Actual impact 

 

In table 2, results are presented in absolute values that occurred during the capitalisation 

procedure and how it actual effects the income statement and balance sheet. These are the 

real impacts from the capitalisation. These numbers should be in the balance sheet if oper-

ating leasing is being recognized as finance leasing. 
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Table 2 - Impact on Financial statement positions 

MSEK Impact assets Impact liabilities Impact equity 
Impact 
EBIT 

Impact 
NI 

2010           

Min 13,90 16,28 -4423,80 n/a n/a 

Quartile 1 157,65 187,60 -176,71 n/a n/a 

Median 736,60 878,76 -66,40 n/a n/a 

Quartile 3 2275,00 2503,10 -15,89 n/a n/a 

Max 40972,20 46643,70 -1,22 n/a n/a 

Average 2253,86 2536,81 -218,16 n/a n/a 

Std. Dev 5735,42 6513,77 608,75 n/a n/a 

2011           

Min 6,90 9,10 -4535,50 0,50 -2,68 

Quartile 1 152,26 175,21 -187,65 8,05 0,40 

Median 1036,00 1137,00 -77,00 45,40 2,30 

Quartile 3 2204,07 2459,41 -14,20 111,50 6,75 

Max 42241,20 48056,00 -0,58 1959,70 51,20 

Average 2303,31 2591,49 -224,78 109,04 5,02 

Std. Dev 5873,91 6667,28 622,48 273,64 8,65 

2012           

Min 16,82 18,63 -4391,10 0,70 -859,00 

Quartile 1 236,20 257,80 -202,20 9,10 0,35 

Median 936,70 1020,40 -65,90 47,40 1,70 

Quartile 3 2153,21 2473,74 -14,65 107,32 5,10 

Max 41708,20 47337,80 -1,41 1977,80 54,60 

Average 2224,95 2503,20 -217,08 107,33 -10,82 

Std. Dev 5765,06 6529,00 599,52 273,56 116,83 

2013           

Min 10,50 12,70 -5142,60 0,90 -892,00 

Quartile 1 213,90 247,80 -201,21 11,10 0,60 

Median 930,00 1026,20 -73,00 45,20 2,00 

Quartile 3 2182,12 2430,11 -12,85 99,70 5,14 

Max 47698,70 54291,80 -1,10 2105,90 57,10 

Average 2388,34 2696,56 -240,41 110,60 -11,33 

Std. Dev 6521,32 7414,26 699,88 289,55 121,29 

      

 

Firstly looking at year 2010, the median capitalised operating lease liability is 890,9m that 

needs to be recognized and reported on the balance sheet. However, 25% of the sample 

companies need to report an extra liability of at least 2699,4m or more according to the 

simulation of operating leasing. Observing a median increase with 805,7m, or in third quar-
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tile 2463,3m for the operating assets in 2010. Causing a decrease on the sample companies’ 

median equity with nearly -70,6m.  

However, in 2011 the recognition in companies’ median operating asset is increasing to 

over 1036.6m and the median operating liabilities to 1137m that are necessary for compa-

nies to report on the balance sheet. Due to the capitalisation method it was not possible to 

get an impact on EBIT or Net income in 2010 since numbers from annual reports 2009 was 

necessary. In 2011 a median effect on EBIT of 45,4m and on reported NI of 2,3m.  

Furthermore, in 2012 companies needs to report a median increase of operating liabilities of 

1020,4m and 936,7m in operating assets. The report in EBIT is 47,4 have an effect on the 

Net income with 1,2m. Ending the simulation of operating leasing with impacts from 2013, 

median impacts of liabilities is 1026,2m and for the assets 930m. In 2013, the maximum ef-

fect on operating liabilities that reaches 54 291,8m for one company in and 47698,7 in as-

sets which is the highest impact of our four year study. The effects on EBIT are 45,2m and 

that gives an effect on NI with 2m.  

Looking solely at the capitalised liability between the four years it is clear that 2010 had the 

smallest capitalisation while 2011 had the largest. This shows that the use of operating lease 

fluctuate between the years in the study. 

The use of only absolute values on the capitalised operating lease leave little room for analy-

sis within the sample since it consists of companies of various size. To further understand 

the impact, financial ratios are not company size dependant, making it a useful tool. 

4.3 Average impact on financial ratios 

Table 3 - Average absolute and relative ratios 2010-2013 

 

Impact Absolute Relative Absolute Relative Absolute Relative Absolute Relative Absolute Relative

Min -1,6% -0,4% -34,3% -48,0% 0,0% -25,6% -12,6% -42,7% -1,2% -7,5%

Quartile 1 2,5% 1,4% -1,7% -4,3% 0,1% 0,3% -0,2% -1,7% 0,0% 0,2%

Median 6,4% 4,3% -0,9% -2,2% 0,1% 0,9% 0,0% -0,7% 0,1% 0,4%

Quartile 3 13,4% 7,9% -0,3% -0,7% 0,3% 2,2% 0,0% 0,0% 0,2% 1,2%

Max 247,4% 368,1% 0,0% 0,5% 1,7% 49,2% 1,0% 25,7% 6,2% 60,6%

Mean 18,8% 17,7% -2,4% -5,4% 0,2% 2,0% -0,4% -2,8% 0,3% 2,3%

Std. Dev 42,2% 53,5% 5,4% 10,1% 0,3% 9,3% 1,8% 9,8% 1,1% 9,2%

Debt to Equity Equity to Assets Profit Margin ROA ROE
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Table 3 shows an average of the change of financial ratios before and after capitalisation on 

the years 2010-2013 in absolute and relative values3. The ratios only related to the balance 

sheet are Debt to equity and Equity to assets which experience a median increase in relative 

values of 4,3% and -2,2% (absolute 6,4% and -0,9%). Changes in the balance sheet for Debt 

to Equity in third quartile is 7,9% (13,4%), further on some extreme values that shows 

368,1% (247.4%) Equity to assets a decrease at the minimum level can be seen with -48% (-

34,3%).  

Table 3 shows that the average relative increase in D/E was 17.7% which is a high increase. 

When looking closely to this 17.7% increase and compare this instead to the median value it 

shows a clear difference. The median value only shows a 4,3% increase in D/E. The differ-

ence between the average value and median are mainly due to five extremely high values 

from Axfood, H&M, Nobia, Oriflame and Swedish Match. Therefore 17.7% does not rep-

resent the overall result in a fair way while median gives a more comprehensive picture of 

the result. In the case with H&M, and why their D/E ratio become surprisingly high was 

because H&M do not have much long term debts to begin with and when their equity de-

crease and long term debts increase their ratio become extremely high in this study. In table 

3, the findings also show a negative effect on D/E which is very rare, this number comes 

from Swedish Match which has a negative equity over all the four investigated years. 

The relative changes in median for the profitability ratios PM, ROA and ROE are the fol-

lowing 0,9%, -0,7% and 0,4% (absolute 0,1%, 0% and 0,1%). ROA and ROE can become 

either positive or negative because of the changes in both numerator and denominator. 

Changes in these three ratios are very moderate, almost none, when evaluating the median 

numbers. As described in the table there are some extreme values in both ROA and ROE. 

Overall, the change in the tested financial ratios are relatively similar over the entire sample 

on all financial ratios with similar values between the first and third quartile and some ex-

treme values that really stands out.  

 

 

                                                 
3 For further information regarding financial ratios for every year, look in appendix 2 for all the changes per 

year. 
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4.4 Yearly median change and statistical test 

Table 4 - Financial ratios and statistical tests 

Constructive Capitalisation (n=55) 

Year Impact Basis Adjusted Change1 Change (Rel.)2 Wilcoxon3 Spearman 

Debt/Equity 

2010 Median 123,40% 139,90% 16,50% 13,40% *** 0,92 

2011 Median 124,30% 136,20% 11,90% 9,60% *** 0,949 

2012 Median 126,20% 142,70% 16,50% 13,10% *** 0,937 

2013 Median 122,50% 142,20% 19,70% 16,10% *** 0,931 

Equity/Assets 

2010 Median 42,59% 40,90% -1,69% -3,97% *** 0,929 

2011 Median 41,20% 38,63% -2,57% -6,24% *** 0,963 

2012 Median 41,44% 39,25% -2,19% -5,29% *** 0,956 

2013 Median 42,58% 40,73% -1,85% -4,34% *** 0,957 

Profit Margin 

2011 Median 11,84% 12,07% 0,20% 2,00% *** 0,998 

2012 Median 10,74% 10,90% 0,20% 1,48% *** 0,999 

2013 Median 9,73% 9,84% 0,10% 1,08% *** 0,999 

Return on Assets 

2011 Median 9,67% 9,61% -0,06% -0,59% *** 0,997 

2012 Median 8,84% 7,93% -0,91% -10,26% *** 0,996 

2013 Median 8,00% 7,84% -0,17% -2,07% *** 0,993 

Return on Equity 

2011 Median 15,97% 16,36% 0,39% 2,44% *** 1,000 

2012 Median 14,18% 14,42% 0,24% 1,67% *** 0,996 

2013 Median 13,27% 13,31% 0,04% 0,31% *** 0,999 

Notes: 
      

  

1. Change = Adjusted - Basis 
    

  

2. Relative change = Change/Basis 
   

  

3. Two-tailed Wilcoxon signed rank test; ***, ** and * indicate significance at the 1%,   
5% and 10% levels, respec-
tively            

 

As presented in Table 4, all the financial ratios on each year has been tested with a Wilcox-

on signed rank test and Spearman rank correlation coefficient. The result shows that all fi-

nancial ratios, both leverage and profitability ratios, are significantly different at the one per 

cent level after capitalisation compared to now. This result rejects the null hypothesis that 

financial ratios are equal before and after capitalisation and accept alternative hypothesis. 



   

 

31 

  

The return on asset shows an exceptionally large relative change in 2012. This result comes 

out of the fact that the assets are calculated as an average and 2011 was a year in which 

there impact of the capitalisation was the biggest as showed in table 1. The average asset be-

tween 2011 and 2012 in relation to the EBIT of 2012 made this number stand out.  

From the Spearman rank correlation coefficient the result show a high correlation between 

the ranks before and after capitalisation. Among all of the profitability ratios (PM, ROA, 

ROE) the smallest correlation is 0,993 which is really close to 1 and almost perfect correla-

tion. In the leverage ratios (D/E and E/A) the correlation is smaller. The D/E ratio shows 

the smallest correlation in 2010 with 0,92, and largest in 2011 with 0,942, both of which in-

dicate a high correlation between before and after the capitalisation.  

The slightly weaker correlation of the leverage ratios in relation to the profitability ratios 

goes hand in hand with the larger spread of the changes showed in table 2. The fact that the 

change of the median value in table 3 compared to the median of the changes in table 2 dif-

fers, show that companies that had ratios below the median prior to the capitalisation are 

the once with a high effect of the capitalisation of the operating leasing. As the companies 

with ratios below the median changed rank to above the median the sample median in-

creased more than the median of the individual changes.  
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5 Analysis  

This part of the chapter will analyse the empirical findings from previous chapter. The analyse will be pre-

sented together with information from chapter 2 (frame of reference) and with consideration to the chosen 

purpose and research question. 

5.1 Actual Impact 

 

A general reaction from companies and lobbyists e.g., Svenskt Näringsliv et al. (2011) are 

that the new proposed lease standard in ED/2010/9 would have bad economic conse-

quences for Swedish companies. According to Fitó et al. (2013) the similar reactions have 

been heard from Spanish companies and lobbyist e.g. Zara. As can be interpreted from the 

empirical findings in table 1, Swedish companies have a large amount of unrecorded debt. 

From the year 2010-2013 the median value of unrecorded debt in Swedish companies 

showed the following amount; 736, 1036, 936 and finally 930 MSEK. In the empirical find-

ings, the authors cannot find any obvious trend among Swedish companies in the use of 

operating leasing since the first ED was published in 2010. In comparison to Fitó et al. 

(2013), where the use of operating leasing tends to decrease in Spanish companies and he 

speculates that they had started to adjust towards a new leasing standard. Operating leasing 

in the empirical findings tends to fluctuate over the investigated financial years (2010-2013), 

by looking at the actual impacts on liabilities (736, 1036, 936 and finally 930 MSEK). 

It is difficult to speculate regarding what the fluctuations is depending on, since it can have 

several internal or external factors. This lack of response among the Swedish companies can 

indicate several things; first, this could indicate that the companies do not consider a change 

in use of operating leasing to be a suitable approach to the upcoming change. Fülbier et al. 

(2008) states that there are suitable tools for analysts to compensate for the use of operating 

leasing. Hence, the result can indicate that there is a trust in the users of financial reports 

and that companies are confident that a new standard will not change how they are per-

ceived. Second, the companies might not believe that the new standard will be implemented 

in the foreseeable future. The process of changing the standard has been long and the final 

standard has yet to be developed. According to Imhoff et al. (1997) leasing standard has 

been one of the longest controversies in accounting history. Third, incentives by using op-

erating leasing are perceived as larger than the cost of changing finance source. Many of the 
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listed companies make business abroad with countries that have a lower tax rate than Swe-

den, which according Franzen and Cornaggia (2013) said was one of the main reason for 

companies that uses operating leasing. 

Imhoff et al. (1991) argues in his article that two companies within the same industry that 

have similar debt before capitalisation can get completely different numbers after capitalis-

ing operating leasing. This could have great impact on an investment decision, a kind of “in-

formation inductance” occurs between managers and the user of financial reports according 

to Prakash and Rappaport (1977). Indications on the differences Imhoff et al. (1991) talks 

about can be seen in the findings from this study. Looking at table 3, the minimum and 

maximum change in D/E differs from -0,4% to 368,1%. A comparison between these 

companies before capitalisation would possibly mislead an investor. The big difference in 

unrecorded debt as a result of using operating leasing found in this study is evidence to 

Hines (1988) idea of a constructed reality. The use of accounting as a tool to construct a re-

ality seems accepted with the current lease standard. McGregor (1996) states that a new 

lease standard needs to find a solution to the loophole of similar transactions being record-

ed differently. Biondi et al. (2011) argues that they are sympathetic with the concerns that 

standard setters have regarding the current standard, that managers can have large amount 

of debt reported off-balance sheet. From the view of the fundamental accounting concept 

of comparison, the result in this study suggests that the current standard have big deficien-

cies. At the same time, common concerns with a new lease standard is the implementation 

costs and adaptation costs that will come with a change (Svenskt Näringsliv et al., 2011). 

Findings from previous research within this topic is divided when it comes to the impact of 

the new proposed standard from IASB and FASB. Academics such as Imhoff et al. (1991) 

Imhoff et al.(1997) and Beattie et al. (1998) showed great impacts on companies unrecorded 

debt, while Fülbier et al. (2008) said that the reaction of the impacts of the new standard 

were overstated in German companies and the economic consequences was not as bad as it 

had sounded before.  
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5.2 Financial ratios 

 

Previous studies by Beattie et al. (1998); Bennet and Bradbury, (2003); Durocher, (2008); 

Fitó et al. (2013); Fülbier et al. (2008); Imhoff et al. (1991); Imhoff et al. (1997) all show that 

the effect of capitalising on operating leasing will have a significant effect on both leverage 

and profitability ratios. The result in this study strengthens previous result by finding the 

same impact on Swedish companies.  

Debt to Equity (D/E) is the financial ratio that has shown the highest change in this study. 

In all companies except for one (Swedish Match) there has been an increase in D/E. Since 

the debt is increasing and equity is decreasing as a result of the capitalisation method, D/E 

show a negative effect of the capitalisation. This result indicate that a management decision, 

whether to have financial or operating leasing, will have a great impact on the D/E ratio, 

which is one of the problems the project of creating a new lease standard is trying to elimi-

nate (DP/2009/1). The other leverage ratio examined is Equity to Assets (E/A). After capi-

talisation, the median value have decreased with approximately 2,2 %. For most companies 

this ratio only show a minor decrease but for companies from quartile 1 and below, there is 

a larger negative effect with a decrease of 4,3% or more after the capitalisation. Companies 

that show a lower number than quartile 1, could be perceived as higher risk companies, 

making it more difficult and costly to obtain financing.  

The higher levels of liabilities generated by the capitalisation, results in a change in leverage 

ratios which indicate to users that an investment in these companies are riskier. With an in-

dication of higher risk, the cost of capital theory states that investors demand higher return 

on invested capital, making capital more costly to companies (Pratt & Grabowski, 2010). 

This suggests that the economic consequences of a new lease accounting standard would be 

significant and affect a large amount of companies. Beattie et al. (1998) also conclude that 

their findings as well as previous findings show that a new lease standard would have exten-

sive consequences on several stakeholders. Comparing early studies such as Imhoff et al. 

(1991); Imhoff et al. (1997) and Beattie et al. (1998) to more recent studies such as Fülbier 

et al. (2008) and Fitó et al. (2013), showed less impact of the capitalisation. From this they 

disregard an extensive consequence of a new lease standard. The result in this study has 
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more similarities to the more recent studies making these studies more relevant to compare 

with. 

Since Imhoff et al. (1997) expanded their constructive capitalisation model to include an in-

come effect on capitalised operating leasing, the results on previous studies show a smaller 

effect on profitability ratios compared to leverage ratios (Beattie et al. 1998; Bennet & 

Bradbury, 2003; Durocher, 2008; Fitó et al. 2013; Fülbier et al. 2008; Imhoff et al. 1997). 

The findings from this study have shown the same result. The capitalisation method has a 

limited effect on EBIT compared to assets and liabilities, which creates this difference. The 

low difference between before and after the capitalisation indicate that these ratios function 

well as analysing tools without any adjustment for operating leasing.    

Among the profitability ratios, the capitalisation effect on ROE contradicts the idea of 

higher cost of capital as a result of bad leverage ratios. ROE show a small increase after 

capitalisation, which can be seen positive from and investor or shareholders point of view. 

A higher ROE means that companies have become better in managing the owners’ money. 

However, the changes are relatively small and similarly to Fülbier et al. (2008), the effect on 

the profitability ratios are very limited in comparison to if a company would have used fi-

nancial leasing. 

According Barker (1999), performance and profitability ratios are especially useful for fi-

nancial analysts and equity investors when making their valuations regarding a company’s 

financial strength. Therefore, the results in this study is an indicator that investors can take a 

correct investment decision without any doubts about whether the company will get big 

changes in those areas when the proposed standard is introduced. According to Healy 

(1985) and Watts and Zimmerman (1986) rephrased in Fülbier et al. (2008), changes in 

profitability ratios can be used for deciding management compensation plans such as bo-

nuses and performance plans. Meaning that if management can show good profitability ra-

tios and a better performance their chances to get higher bonuses increases. Profitability ra-

tios have therefore been closely connected to the use of operating leasing. Hence the man-

agement can affect these ratios to become better than what they really are by using operat-

ing leasing instead of financial leasing. This study shows that the effect of profitability ratios 

is low and the room for refinement of the ratios are limited by the use of operating leasing 

in the current situation. Previous studies like, Imhoff et al. (1997) and Beattie et al. (1998) 
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indicate that this effect is larger with a higher interest rate. Hence if the interest rate in-

crease, managers’ influence on profitability ratios by using operating leasing can increase. 

In addition to statistically test the significance of the effect of the capitalisation, a spearman 

rank test has been performed in which the result show high correlation between the ranks 

prior and after capitalisation. The high correlation shows that a company with high respec-

tively low rank, keep the high or low rank after the capitalisation. Fülbier et al. (2008) find 

the same high correlation and suggest that this indicate a small consequence of the imple-

mentation of a new lease standard. Since the high correlation indicates that the comparabil-

ity between companies will stay unchanged after the implementation of a new standard. As 

the comparability is only moderately effected by the capitalisation, this strengthen the im-

plementation of a new standard since the new standard would eliminate the big interpreta-

tion span which make the current standard ethically questionable.  

Most of the studies that has been performed, differs when it comes to the assumptions 

about interest rate and remaining lifetime. Depending on what interest rate that has been 

used, the discounted value of the MLP will be effected. In the current situation, the interest 

rates are low compared to historic values. With a low interest rate, the present value of the 

capitalised operating leasing will be larger than if the discount rate was high. Imhoff et al. 

(1991) used 10% in the early nineties, Fülbier et al. (2008) one and a half decade later used 

interest rates between 4,5 - 7,7%, and in this study 4% have been used. The low interest rate 

would in theory make the capitalisation effect larger on the new balance sheet after the capi-

talisation if all other facts stayed unchanged. When looking at the result in this study and 

more recent studies, the effect after capitalisation has in fact become smaller (Fitó et al., 

2013; Fülbier et al., 2008). This result suggest that the use of operating leasing is less fre-

quently used as a finance option among Swedish listed companies compared to previously 

tested sample groups. Looking at operating leasing in general, the trend seems to be that 

operating leasing is decreasing but without comparative studies on previously tested sam-

ples it is difficult to make any accurate observations.  

As a result of this, the effect on Swedish listed companies, after simulating a capitalisation 

of operating leasing, show that there will be an effect on financial ratios.  At the same time, 

the effect will not be compromising comparability between most companies since the corre-

lation of the sampled companies before and after capitalisation remain strong. Although 
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there are some extreme values that would require these companies to have a good commu-

nication with stakeholders to reduce information asymmetry at the time of implementation 

of a new lease standard. The benefit of a new standard surpasses the cost of implementa-

tion and the cost of keeping the current questioned standard. 
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6 Conclusion  

 

The purpose of this thesis was to see how capitalisation of operating leasing would affect 

financial ratios of Swedish publicly traded companies and observe if the use of operating 

leasing had changed since the release of the first exposure draft of the planned lease stand-

ard in 2010. To do this, 55 large cap companies on Stockholm NASDAQ OMX between 

2010 – 2013 were studied. The constructive capitalisation model first introduced by Imhoff 

et al. (1991) and later modified by Fülbier et al. (2008) have been used. 

We found that a new lease standard without operating leasing would have a significant ef-

fect on the tested financial ratios (D/A, E/A, PM, ROA, ROE). The study observes similar 

results to previous studies, which have found that the biggest effect will be on the leverage 

ratios compared to profitability ratios. The result indicates that with the current use of fi-

nancial ratios as benchmarks for investments and loans, individual companies may face 

higher cost of capital due to perceived higher risk related to the changed ratios. This poten-

tially negative impact is limited to a few companies that show extreme changes in the lever-

age ratios. Overall, the shifted leverage after capitalisation have been seen on all tested 

companies with a high correlation before and after capitalisation. This suggest that the 

comparison between companies, after the introduction of a new lease standard will stay 

similar compared to the existing standard.  

Since the release of the first ED in 2010 the use of operating leasing has increased in abso-

lute numbers and stayed unchanged in relation to other finance options, showing that there 

are no mistrust in this source of finance. The level of operating leasing fluctuate both up 

and down during 2010 – 2013 without any trend of increase or decrease. Managers have not 

reacted to the work of the new standard by using more or less operating leasing.  

This study’s result supports the work of a new standard, which would show a truer and fair 

picture since the transition from the current standard to a new, would result in only small 

comparability problems. 
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7 Discussion 

The last chapter in this thesis gives a discussion regarding findings and observations made from the authors. 

It also present suggestions to further research and who may find this study useful. 

This thesis is based upon the perception that IASB introduces a new IFRS leasing standard 

where the off-balance accounting no longer will be available. This has been conducted 

through a model introduced by Imhoff et al. (1991) and later on modified by Fülbier et al. 

(2008). According to Fülbier et al. (2008), his constructive model shows a fair picture of an 

entities financial ratios. One strength with this study is that it is only Swedish companies in-

vestigated. The research is adjusted to the Swedish environment, with for example tax rate 

that is according to Swedish tax agency 22 per cent and also the used discount rate, four per 

cent can be seen as adapted to the Swedish market. Another strength is how the authors 

gathered data for the capitalisation model, through checking 220 consolidated annual re-

ports manually. 

Studies similar to this study have been performed for several decades (Imhoff et al., 1991; 

Beattie et al., 1998; Fülbier et al., 2008; Fitó et al., 2013). Weakness for all studies are the 

generally accepted assumptions regarding operating leasing in the constructive capitalisation 

model. These assumptions are not probably correct for all sampled companies and it be-

comes a problem in the thesis since it do not give an entirely fair picture on an individual 

level for each of the sampled companies.  

Previous studies like Beattie et al. (1998); Bennet & Bradbury (2003); Durocher (2008); Fitó 

et al. (2013); Fülbier et al. (2008); Imhoff et al. (1997) all show a significant change on fi-

nancial ratios after capitalisation and their different sample all have some companies that 

show a higher effect than others. The result of this study show that the variation in a finan-

cial ratio can differ more than 300% (table 3) after a framework change in just one frame-

work. This effect raise several questions. First of all, the usefulness of financial ratios. After 

seeing that a change in IAS 17 would have a significant change on all tested ratios it seems 

like a poor tool in analysis of companies. If the interpretation and form of just one frame-

work can have this much influence on the ratios, how much would it differ when taking all 

IFRS and IAS in to consideration? Using financial ratios as analysis tools when comparing 

companies will not be more useful than the comparison of the annual reports per se. This 

raises an ever bigger question regarding the accounting standards. Are the accounting 
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standards today poorly written as they allow construction of a financial statement that is can 

differ a lot depending on how the frameworks are being used? This question is of an ethical 

scale since the financial reports of large corporations is what many stakeholders base their 

decisions on. If the financial reports are misleading or showing of a reality that does not ex-

ist it communicates a false image to the stakeholder. Financial reports are a construction of 

the reality as Hines (1988) explains and the current standard seems to allow different type of 

creations from the same raw material. Because of this, financial ratios must be treated for 

what they are. A snapshot of the annual report and only as trustworthy as the trust for the 

annual report themselves. 

After studying leasing as a subject and more specific the effect on financial ratios at lessees 

balance and income sheet, other question has appeared to for further studies. It would be 

interesting to perform a qualitative study and do follow up interviews with managers at the 

sampled companies. To seek and understand their reaction is on the results of the findings 

at their specific company and how they will act against a change in the leasing standard. 
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http://www.handelsbanken.com/shb/INeT/IStartSv.nsf/FrameSet?OpenView&amp;iddef=Z_Funds&amp;navid=Z_Funds&amp;navob=5&amp;base=/shb/INeT/ICentSv.nsf&amp;sa=/shb/INeT/ICentSv.nsf/default/q5A9F5F83E0FA2999C12577D00028E43A
http://www.handelsbanken.com/shb/INeT/IStartSv.nsf/FrameSet?OpenView&amp;iddef=Z_Funds&amp;navid=Z_Funds&amp;navob=5&amp;base=/shb/INeT/ICentSv.nsf&amp;sa=/shb/INeT/ICentSv.nsf/default/q5A9F5F83E0FA2999C12577D00028E43A
http://www.tele2.com/investors/reports/
http://www.ericsson.com/thecompany/investors/financial-reports/annual-reports
http://www.teliasonera.com/en/investors/reports-and-presentations/annual-reports/
http://www.tieto.se/investerare
http://www.trelleborg.com/en/Investors/Reports/Annual--Reports
http://www.volvogroup.com/group/global/en-gb/investors/reports/annual_reports/Pages/annual_reports.aspx
http://www.volvogroup.com/group/global/en-gb/investors/reports/annual_reports/Pages/annual_reports.aspx
https://www.wallenstam.se/rapporter
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10 Appendix 

10.1 Appendix 1 - Sample companies 

Company name Industry   X= Are not part of the sample Industry   

AAK AB CG   Investor Aktiebolag F   

ABB I   JM F X 

Africa oil OG X L E Lundbergföretagen F   

Aktiebolaget Electrolux CG   Lifco F X 

Aktiebolaget SKF I   Loomis AB I   

Aktiebolaget Volvo I   Lundin Mining  M X 

Alfa Laval AB I   Lundin Petroleum OG X 

ASSA ABLOY AB I   Meda Aktiebolag HC   

AstraZeneca AB HC   Melker Schörling AB F   

Atlas Copco Aktiebolag I   Millicom T X 

Atrium Ljungberg F X Modern Times Group MTG AB CS   

Autoliv CG   NCC AKTIEBOLAG I   

Axfood Aktiebolag CS   NIBE Industrier AB I   

Axis TY X Nobia AB CG   

Betsson AB CS   Nordea Bank AB F   

BillerudKorsnäs Aktiebolag (publ) M   Oriflame Cosmetics AB CG   

Boliden AB M   Peab AB I   

Castellum F X Ratos AB F   

Comhem T X SAAB Aktiebolag I   

Elekta AB (publ) HC   Sandvik Aktiebolag I   

EnQuest OG   Securitas AB I   

Fabege F X Skandinaviska Enskilda Banken AB F   

Fastighets AB Balder F   Skanska AB I   

Getinge AB HC   SSAB AB M   

H & M Hennes & Mauritz AB CS   Stora Enso AB M   

Hexagon Aktiebolag I   Swedbank AB F   

HEXPOL AB M   Swedish Match AB CG   

Holmen Aktiebolag M   Swedish Orphan Biovitrum AB (publ) HC   

Hufvudstaden AB F   Svenska Cellulosa Aktiebolaget SCA CG   

Husqvarna Aktiebolag CG   Svenska Handelsbanken AB F   

ICA Gruppen Aktiebolag CS X Tele2 AB T   

Industrivärlden F X Telefonaktiebolaget L M Ericsson TY   

Indutrade Aktiebolag I   TeliaSonera Aktiebolag T   

Intrum Justitia AB F   Tieto TY X 

Investment AB Kinnevik F   Trelleborg AB I   

Investmentaktiebolaget Latour F   Wallenstam F X 

 

CG=Consumer Goods, CS=Consumer Services, I=Industrials, M=Materials, OG= 
Oil&Gas, HC=Health Care, T=Telecom, U=Utilites, F=Finacials, TY=Technology 
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10.2 Appendix 2 - Financial Ratios 

 

Debt/Equity 

 

 

Equity/Assets 

 

 

Profit Margin 

 

 

 

 

Values D/E D/E NEW Diff. % D/E D/E NEW Diff. % D/E D/E NEW Diff. % D/E D/E NEW Diff. %

n=55

Min -2700,00% -2663,22% -1,36% -875,13% -878,53% 0,05% -684,11% -687,49% 0,10% -1722,70% -1717,75% -0,29%

Quartile 1 77,69% 83,99% 1,43% 94,18% 102,97% 1,24% 97,17% 101,05% 1,52% 81,63% 94,30% 1,46%

Median 123,38% 139,86% 4,44% 124,29% 136,17% 4,18% 126,20% 142,74% 4,07% 122,50% 142,23% 4,46%

Quartile 3 175,48% 204,18% 8,38% 177,02% 210,31% 8,62% 180,90% 206,00% 7,00% 168,53% 184,70% 7,48%

Max 2336,37% 2341,75% 375,46% 2641,98% 2651,53% 364,78% 2285,92% 2292,63% 376,81% 2136,24% 2142,36% 355,51%

Mean 218,45% 236,44% 18,06% 274,11% 293,63% 17,75% 263,94% 284,61% 17,98% 229,66% 246,60% 16,84%

Std. Dev 667,81% 666,32% 54,09% 605,65% 606,38% 53,64% 533,44% 534,81% 55,15% 548,18% 548,18% 51,05%

2010 2011 2012 2013

Values E/A E/A NEW Diff. % E/A E/A NEW Diff. % E/A E/A NEW Diff. % E/A E/A NEW Diff. %

n=55

Min -3,27% -3,32% -46,83% -11,03% -11,00% -47,37% -14,27% -14,21% -49,20% -5,27% -5,29% -48,66%

Quartile 1 35,24% 27,73% -4,21% 34,81% 30,35% -4,64% 34,93% 30,08% -4,11% 34,39% 30,01% -4,14%

Median 42,59% 40,90% -2,30% 41,20% 38,63% -2,19% 41,44% 39,25% -2,10% 42,58% 40,73% -2,18%

Quartile 3 51,24% 49,81% -0,87% 48,68% 47,59% -0,72% 50,47% 49,18% -0,64% 53,39% 49,91% -0,71%

Max 83,95% 83,85% 1,62% 85,18% 85,11% -0,03% 93,63% 93,21% -0,06% 96,91% 96,64% 0,45%

Mean 42,27% 39,81% -5,30% 40,97% 38,55% -5,48% 41,36% 38,97% -5,54% 42,16% 39,78% -5,20%

Std. Dev 18,56% 18,09% 9,76% 18,47% 18,12% 10,43% 19,51% 19,24% 10,54% 19,42% 19,14% 9,58%

2010 2011 2012 2013

Values Profit MargProfit Marg.  NEWDiff. % Profit Marg Profit Marg.  NEWDiff. % Profit Marg Profit Marg.  NEWDiff. % Profit MargProfit Marg.  NEWDiff. %

n=55

Min N/A N/A N/A -62,90% -62,65% -8,75% -5,82% -5,38% -42,92% -19,98% -19,34% -25,00%

Quartile 1 N/A N/A N/A 5,53% 6,08% 0,33% 5,46% 5,59% 0,24% 5,56% 5,79% 0,45%

Median N/A N/A N/A 11,84% 12,07% 0,89% 10,74% 10,90% 0,96% 9,73% 9,84% 0,99%

Quartile 3 N/A N/A N/A 21,06% 21,17% 2,05% 20,85% 20,97% 2,29% 18,72% 19,59% 2,26%

Max N/A N/A N/A 77,50% 77,52% 68,91% 76,14% 76,17% 26,82% 166,41% 166,62% 51,76%

Mean N/A N/A N/A 15,04% 15,28% 2,98% 15,94% 16,17% 0,20% 17,01% 17,25% 2,78%

Std. Dev N/A N/A N/A 19,06% 19,01% 9,71% 16,57% 16,54% 9,75% 26,22% 26,21% 8,51%

2010 2011 2012 2013
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ROA 

 

 

ROE 

 

 

 

 

 

 

 

 

 

 

 

 

 

Values ROA ROA NEW Diff. % ROA ROA NEW Diff. % ROA ROA NEW Diff. % ROA ROA NEW Diff. %

n=55

Min N/A N/A N/A -5,64% -5,59% -35,41% -3,51% -1,52% -56,73% -1,97% -1,92% -35,98%

Quartile 1 N/A N/A N/A 5,25% 5,24% -1,89% 4,50% 4,51% -1,75% 4,40% 4,40% -1,57%

Median N/A N/A N/A 9,67% 9,61% -0,66% 8,84% 7,93% -0,73% 8,00% 7,84% -0,69%

Quartile 3 N/A N/A N/A 15,25% 14,16% -0,07% 12,39% 11,88% -0,01% 11,58% 11,16% 0,02%

Max N/A N/A N/A 34,14% 29,49% 28,33% 36,15% 27,93% 1,15% 35,23% 26,17% 47,71%

Mean N/A N/A N/A 10,27% 9,84% -2,02% 9,19% 8,81% -4,42% 8,72% 8,25% -1,96%

Std. Dev N/A N/A N/A 8,17% 7,44% 7,92% 7,45% 6,57% 11,17% 7,16% 6,16% 10,18%

2010 2011 2012 2013

Values ROE ROE NEW Diff. % ROE ROE NEW Diff. % ROE ROE NEW Diff. % ROE ROE NEW Diff. %

n=55

Min N/A N/A N/A -243,64% -240,95% -2,26% -159,22% -158,40% -19,50% -191,29% -190,04% -0,65%

Quartile 1 N/A N/A N/A 10,19% 10,27% 0,13% 10,23% 10,34% 0,17% 6,34% 6,39% 0,20%

Median N/A N/A N/A 15,97% 16,36% 0,42% 14,18% 14,42% 0,38% 13,27% 13,31% 0,43%

Quartile 3 N/A N/A N/A 20,96% 21,09% 0,99% 20,68% 20,78% 1,20% 19,38% 19,63% 1,41%

Max N/A N/A N/A 48,87% 48,93% 15,51% 43,51% 43,68% 22,72% 69,44% 70,71% 143,54%

Mean N/A N/A N/A 12,17% 12,55% 1,49% 12,28% 12,53% 1,37% 11,87% 12,28% 4,11%

Std. Dev N/A N/A N/A 37,32% 37,16% 3,49% 25,95% 26,04% 4,77% 30,75% 31,05% 19,39%

2010 2011 2012 2013



   

 

57 

  

 

 

10.3 Appendix 3  - Financial average 2010-2014 

Debt to Equity and Equity to Assets 

 

 

Profit Margin and Return on Assets 

 

Return on Equity 

 

 

 

 

 

Impact D/E D/E NEW Diff, num Diff. % Impact E/A E/A NEW Diff, num Diff. %

Min -1495% -1487% -2% 0% Min -8,5% -8,5% -34,3% -48,0%

Quartile 1 88% 96% 2% 1% Quartile 1 34,8% 29,5% -1,7% -4,3%

Median 124% 140% 6% 4% Median 42,0% 39,9% -0,9% -2,2%

Quartile 3 175% 201% 13% 8% Quartile 3 50,9% 49,1% -0,3% -0,7%

Max 2350% 2357% 247% 368% Max 89,9% 89,7% 0,0% 0,5%

Average 247% 265% 19% 18% Average 41,7% 39,3% -2,4% -5,4%

Std. Dev 589% 589% 42% 53% Std. Dev 19,0% 18,6% 5,4% 10,1%

Impact PM PM. NEW Diff, num Diff. % Impact ROA ROA NEW Diff, num Diff. %

Min -29,6% -29,1% 0,0% -25,6% Min -3,7% -3,0% -12,6% -42,7%

Quartile 1 5,5% 5,8% 0,1% 0,3% Quartile 1 4,7% 4,7% -0,2% -1,7%

Median 10,8% 10,9% 0,1% 0,9% Median 8,8% 8,5% 0,0% -0,7%

Quartile 3 20,2% 20,6% 0,3% 2,2% Quartile 3 13,1% 12,4% 0,0% 0,0%

Max 106,7% 106,8% 1,7% 49,2% Max 35,2% 27,9% 1,0% 25,7%

Average 16,0% 16,2% 0,2% 2,0% Average 9,4% 9,0% -0,4% -2,8%

Std. Dev 20,6% 20,6% 0,3% 9,3% Std. Dev 7,6% 6,7% 1,8% 9,8%

Impact ROE ROE NEW Diff, num Diff. %

Min -12,6% -42,7% -1,2% -7,5%

Quartile 1 -0,2% -1,7% 0,0% 0,2%

Median 0,0% -0,7% 0,1% 0,4%

Quartile 3 0,0% 0,0% 0,2% 1,2%

Max 1,0% 25,7% 6,2% 60,6%

Average -0,4% -2,8% 0,3% 2,3%

Std. Dev 1,8% 9,8% 1,1% 9,2%
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10.4 Appendix 4 - Operating Leasing Annual report 

ABB, 2011, US GAAP 

 

 

 

AAK, 2011, IFRS 
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10.5 Appendix 5 - Constructive capitalisation ABB 2011 (US GAAP) 

 

 

 

 

 

 

 

 

From Annual report

Year 1 2 3 4 5 After 5

MLP 477 401 340 284 244 340

RL 6,4

TL 12,8

MLP baskets (Fulbier)

MLP1 MLP2 MLP3 MLP4 MLP5+

76,0 61,0 56,0 40,0 244,0

Discount rate 4,00%

PV lease liability

Year 1 2 3 4 6,4

Yearly payment 76,0 61,0 56,0 40,0 244,0

Present value factor 1,0 1,9 2,8 3,6 5,5

PV lease libility 73,1 115,1 155,4 145,2 1352,9 1841,6

PV leased assets

Year 1 2 3 4 6,4

PV liability 73,1 115,1 155,4 145,2 1352,9

Ratio 1,0 1,0 0,9 0,9 0,9

PV assets 71,8 111,0 147,2 135,0 1202,9 1667,8

Depriciation 

Capitalazed assets 1 2 3 4 5+ Total

This year 71,8 111,0 147,2 135,0 1202,9 1667,8

Last year 64,2 69,1 144,6 111,4 1349,8 1739,1

Average 68,0 90,0 145,9 123,2 1276,4 1703,4

Depriciation 68,0 45,0 48,6 30,8 197,3 389,8

Tax rate 22,000%

PV Lease Liability PV Leased Asset Tax adjustment Shareholder Equity

1841,6 1667,8 -38,3 -135,6

Result effect

Lease payment Calc. Dep. EBIT Lease exp. EBT Tax NI

470,0 -389,8 80,2 -75,5 4,8 -1,1 3,7
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Constructive capitalisation AAK 2011 (IFRS) 

 

From Annual report

Year 1 2-5. After 5

MLP 37 71 129

Yearly MLP

Year 1 2 3 4 5

MLP 37,0 26,9 19,6 14,2 10,3

dg 0,727178207

control 1,000618864

RL 17,5

TL 34,9

MLP baskets (Fulbier)

MLP1 MLP2 MLP3 MLP4 MLP5+

10,1 7,3 5,3 3,9 10,3

Discount rate 4,00%

PV lease liability

Year 1 2 3 4 17,5

Yearly payment 10,1 7,3 5,3 3,9 10,3

Present value factor 1,0 1,9 2,8 3,6 12,4

PV lease libility 9,7 13,8 14,8 14,1 128,3 180,7

PV leased assets

Year 1 2 3 4 17,5

PV liability 9,7 13,8 14,8 14,1 128,3

Ratio 1,0 1,0 1,0 0,9 0,8

PV assets 9,6 13,4 14,1 13,2 96,5 146,8

Depriciation 

Capitalazed assets 1 2 3 4 5+ Total

This year 9,6 13,4 14,1 13,2 96,5 146,8

Last year 9,3 13,3 14,3 13,7 110,6 161,2

Average 9,4 13,4 14,2 13,5 103,5 154,0

Depriciation 9,4 6,7 4,7 3,4 5,7 29,9

Tax rate 22,000%

PV Lease Liability PV Leased Asset Tax adjustment Shareholder Equity

180,7 146,8 -7,5 -26,4

Result effect

Lease payment Calc. Dep. EBIT Lease exp. EBT Tax NI

37,5 -29,9 7,6 -7,7 -0,1 0,0 -0,1
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10.6 Appendix 6 – Step by step explanations of calculations 
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10.7 Appendix 7 – Exchange rates 

YEAR US DOLLAR EURO 

2010 6,78 8,98 

2011 6,90 8,92 

2012 6,49 8,59 

2013 6,48 8,92 

Source; Valutakurs vid bokslut (Exchange rates at financial statements) >  Online.blinfo.se 

http://online.blinfo.se/Go.do?path=/factspublic/article&number=webb%7Cfaktabank-
free%7C1%7C13:S74 > Retrieved 2015-04-03 
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