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Abstract: The objective of this study is to investigate the extent to which leasing can cover the
financial needs in Algeria from the point of view of the donor institutions for this type of
financing where this relatively recent financing resource in Algeria is seen with the Order 96-
09 as one of the suggested solutions facing the insufficiency of the domestic finance market,
which is dominated by bank loans not available to many economic institutions, including
small and medium enterprises.

A leasing is a medium- and long-term source of financing aims to finance the acquisition,
renewal or substitution of capital assets with more efficient and sophisticated assets,
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especially in light of the continuous technological progress required in the institution in order
to maintain its continuity and competitiveness.

The leasing is a process when an economic enterprise which is the lessor, possesses a specific
asset from its supplier responding to another economic enterprise request which is the lessee,
that last selects and defines the specifications of this asset according to its need for a certain
period in return for specific and agreed rental payments.

A leasing is characterizing by its ability to cover the full value of the acquired assets as
compared to other sources of finance that cover only a specific percentage, such as bank
loans, It is also characterized by flexibility that allows it to adapt to the economic enterprise’s
conditions, and this is due to its diverse forms and related to the nature of the need imposed
by the investment, according to the type of lessee asset it comes on the movable and property,
depending on the nationality of the parties to the financing process it is divided into
international and national, and according to the end of the transaction and the associated
transfer of risks and benefits, it can be operational or financial.

The essence of the leasing financing process is the distinction between the legal
ownership of the asset held by the lessor and the economic ownership by the lessee, therefore,
at the end of the lease term, the lessee chooses between several options:

- Rental of the asset for another period and on other terms;

- Purchase of the asset for its remaining value;

- Return the asset to the lessor.

One of the advantages of leasing too is the opportunity to deduct full rental payments from the
taxable result and reduces the weight of the Value Added Tax as a result of its split over the
length of the lease period. This advantage is an important feature that determines the choice
of the leasing financing.

And for the purpose of achieving the objective of the study and highlighting this financing
source, a questionnaire has been designed to thirteen different institutions between banks and
companies specialized in leasing activity. This study reached a number of results, the most
important of which is the novelty of the Algerian leasing market and its big available
opportunities against its problems, besides the insufficiency of leasing supply in Algeria
despite the increase in its demand from the different economic enterprises especially the
steadily growing number of SMEs, the last ones are obliged to provide a personal
contribution and guarantees to almost lessors in order to obtain the leasing that makes it
more costly.

Moreover, this study has given some suggestions that could help improving this situation
and empower the leasing to play its role in financing the economic enterprises precisely the
SMEs as the most part of national economy, in the first place by updating the regulatory
legislative framework of the leasing operation, encouraging national banks to adhere in this
activity and adopting effective marketing strategies to reach all the economic enterprises, in
addition to organize a secondary market for the used assets which could decrease the cost of
leasing by avoiding the guarantees and the personal contribution or at least reducing its rate.
Key words: Leasing, Companies specialized in leasing in Algeria, Financial needs.
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