Beyond the price tag: 
The real cost of buying on finance, and how sale and leaseback can set capital free
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By Gundo Kahle, CEO Cross Border Associates, talks about covering the hidden cost stack behind financed purchases (interest, fees, deposits, insurance, opportunity cost) and how sale and leaseback free up capital tied up in owned assets, with the security resting on the asset itself rather than the buyer's credit history. 

When a business sets out to acquire a new piece of equipment, a fleet vehicle, or a piece of machinery, it's natural to focus on one number: the purchase price. But for any buyer who finances that purchase rather than paying cash outright, the sticker price is only the opening figure in a much longer sum. By the time the deal is signed, delivered, and running, the true cost of ownership can look very different, and understanding why the first step is toward using finance intelligently rather than being caught out by it.
The iceberg beneath the purchase price
Finance agreements are built around more than the capital cost of the asset. Layered on top are:
Interest and cost of borrowing. This is the most obvious addition, but its size depends heavily on the term, the structure of the agreement, and the buyer's credit profile. A longer term lowers monthly payments but increases the total interest paid over the life of the deal.
Arrangement and documentation fees. Lenders typically charge for setting up the facility, conducting due diligence, and drafting the agreement. These fees are sometimes rolled into the finance amount, quietly increasing the sum on which interest is then charged.
Deposits and initial payments. Many agreements require an upfront contribution, which ties up cash at the very moment the buyer is trying to preserve it.
Insurance and maintenance obligations. Financed assets, particularly under certain lease structures, often come with mandatory insurance cover and maintenance conditions to protect the asset's value, and costs that sits outside the headline finance rate.
Early settlement and exit costs. If circumstances change and the buyer wants to repay early or exit the agreement, penalty charges can apply, reducing the flexibility the finance was meant to provide.
Opportunity cost. Perhaps the least visible cost of all: the capital committed to a deposit or held as security is capital that cannot be deployed elsewhere in the business, whether that's stock, staff, marketing, or growth opportunities.
Add these together and it becomes clear why two finance quotes with the same headline rate can produce very different outcomes. The purchase price is the starting point of the conversation, not the end of it.
The cash flow problem this creates
For many businesses, the issue isn't whether they can eventually afford an asset, it's whether they can afford the combined weight of deposit, fees, and repayments right now, without starving other parts of the business of working capital. This is especially acute for businesses that are asset-rich but cash-poor: they may own valuable equipment, vehicles, or property outright, yet still struggle to fund day-to-day operations or new investment.
Sale and Leaseback: unlocking what you already own
This is where a sale and leaseback arrangement offers a genuinely different approach.
In simple terms, a business sells an asset it already owns such as machinery, vehicles, equipment, even property, to a finance company, receiving an immediate lump sum equal to the asset's value. The business then leases that same asset back from the finance company, continuing to use it exactly as before, uninterrupted, while making regular lease payments.
The effect is powerful: capital that was sitting idle, locked inside an owned asset, is converted into liquid cash that can be redeployed immediately, to pay down more expensive debt, fund growth, cover a cash flow gap, or invest in new equipment entirely.
Why creditworthiness matters less here
Conventional lending decisions lean heavily on the borrower's credit history, financial statements, and trading track record. A business with a patchy credit history, a recent loss-making year, or a thin trading record can find doors closing quickly.
Sale and Leaseback work differently because the lender's primary security is the asset itself, not the borrower's balance sheet. Because the finance company can recover its position by reclaiming and reselling the underlying equipment or vehicle if payments stop, the arrangement is fundamentally asset-backed rather than credit-backed. What matters most is the value, condition, and marketability of the asset — not a spotless credit file.
This doesn't mean creditworthiness is entirely irrelevant; lenders will still want reasonable confidence that the leaseback payments can be maintained. But the bar is materially lower than for unsecured lending or a straightforward purchase loan, which makes sale and leaseback a realistic route for businesses that traditional finance has turned away — including those recovering from a difficult trading period, newer businesses with limited history, or businesses whose credit metrics don't tell the full story of their operational strength.
Putting it together
The lesson for any buyer arranging finance is twofold. First, look past the purchase price to the full cost stack, interest, fees, deposits, insurance, and the opportunity cost of committed capital, before comparing options. Second, remember that owned assets are not just tools of the trade; they are also a source of capital. A sale and leaseback arrangement turns that principle into practice, releasing cash that's otherwise locked away, largely independent of how a lender might view the buyer's credit history on paper.
Used well, it's not just a financing technique, it's a way of seeing the balance sheet differently: as a source of opportunity, not just a record of ownership.
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