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Dr. Li's research covers Asset Pricing, Macro Finance, Financial Economics, and China Financial 
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addition to a long list of working papers, he has published more than ten papers in top journals, 
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ABSTRACT: 

Finance lease is often considered equivalent to secured lending in mainstream finance literature but 
receives little attention in academic research. In this paper, we argue that the finance lease plays a 
special role in improving capital allocation efficiency in China, particularly in the context of limited 
access to bank loans for small and medium-sized enter-prises. Using a two-sector general equilibrium 
model with heterogeneous firms, information asymmetry, and financial frictions, we demonstrate that 
the presence of a finance lease mar-ket increases aggregate total factor productivity by enabling low
productivity state-owned enterprise [SOE] firms to lend effectively to high-productivity privately owned 
enterprise[POE] firms. We also find that finance lease has become the dominant representation of 
shadow banking in China. Furthermore, due to its repossession advantage, finance lease is a "good" 
form of shadow banking as it poses lower systemic risk to the financial system com-pared to other 
forms of shadow banking. Our findings have significant policy implications for China's shadow banking 
regulations. 
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