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Is there a difference in financing terms between EVs and conventional
cars? And if so, why?
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Result 1: EVs are financed with higher interest rates, lower loan-to-value
ratios, and shorter loan durations.
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Result 2: Technological risk associated with EVs is the primary driver

Source: US Department of Energy/ EPA; Range is based on EPA estimates and excludes plug-in hybrid vehicles.
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Result 2: Technological risk associated with EVs is the primary driver

Supporting evidence for technological risk:
1 Higher level of the intensity and dispersion of innovations in EV-related

technologies is associated with a larger EV spread
2 Lenders attribute lower residual value estimates to EVs at the commencement of

the lease and revise estimates more frequently downward
3 EV spread widens when the ex-ante default risk is higher or when lenders own the

vehicles before maturity via a leasing agreement

Other stories tested:
1 Different demand elasticities for EVs
2 Weaker market competition in the EV loan segment
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This discussion in three parts

1 Is financing hindering or facilitating the shift to EVs?

2 What is the role of insurance costs?

3 Can you account for dealers subventing loans?
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1. Is financing hindering or facilitating the shift to EVs?

▶ ”While most policy discussions of the global shift to electric mobility focus on the
affordability of EVs in terms of their purchase price, less attention is paid to the
role of consumer financing of EVs. Our research fills this gap and can inform
public policies that aim at making EV financing more accessible.”

▶ Are consumers willing to take up the technological risk associated with EVs?

▶ How do individuals finance their EV?

▶ Would the same magnitude of EVs be sold without the option to lease?
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Used EVs are a tough-sell...
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What options do I have to drive a (EV) car?

Options to own a car Options to borrow a car

▶ What kind of financing options do you capture in your sample?
▶ Can you also inform us on how EVs are financed?
▶ Thereby contribute to the broader question you point to:

Is financing hindering or facilitating the shift to EVs?
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2. What is the role of insurance costs?

Higher insurance (maintenance) costs ⇒ Higher probability of default
⇒ Higher interest rates
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3. Can you account for dealers subventing loans?

▶ Car dealers may subvent loans on certain models to push these

10 / 11



3. Can you account for dealers subventing loans?

▶ Car dealers may subvent loans on certain models to push these
▶ Dealer financing mixes pure cost of loan & product discounts to create demand
▶ Banks should only be concerned about the loan and loanee terms
▶ Can you differentiate between dealer-arranged financing and bank- (self-) arranged

financing?
▶ Can you ”control for” interest rate discounts from dealers to create demand?
▶ See also Klee, Morse, Shin (2024) on this practice
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Good luck with the paper

▶ Rich paper with fantastic data background work that points out financial
implications of the ”technological risk” of EVs

▶ Can you speak more to the broader question of ”is financing hindering or
facilitating the shift to EVs”?

▶ Can you filter out the technological risk dimension even more by accounting for
insurance costs and dealer subvented loans?
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