Buying a Car

A Component of BestPrep’s Financial Matters Program




How many of you have a car?
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How many of you want a car?
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Should you pay cash for your car?

Pros:
e Pay up front, avoids interest
* Helps negotiation

Cons:
 Have to save up
 May limit what type of car
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Financing Options: Dealer

Dealer Provided Financing

 Manufacturer Financing can be low
cost.

* Provides incentive to sell vehicles
e QOther financing can be higher cost
 Beware the “up sell” by dealer

= extended warranties

= add-ons
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Financing Options: Financial Institution

Bank or Credit Union Financing

 Banks can be competitive - shop around
online

* Credit unions often lower cost — non-profit
status

 |nterest Rate based on credit worthiness
and age of vehicle

Financial Maters 0y zbestorep



Financing Options: Loan Co-Signer
Using a Co-Signer for a Car Loan:

« When an additional party is required by the
lender to “guarantee” payment.
= |fyou are under 18,
= Have no credit or poor credit

 Co-signers have the same liability as you in
making sure the payment is made every
month.
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Completing the Purchase: Title

STATE OF MINMESOTA f
R ERTEICATES T CEFORA M OIORNEHICLE

Transfer of Title
.+ Title conveys official ownership -
e required by DMV
== 4 < Ifloanis used, a “lien” will be
added to the title
. * |oan must be paid to transfer
DT e, the title again (you can’t sell the
= EEmEmE car until the loan is paid)
T e
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Completing the Purchase: Tax

Sales Tax
* Vehicles must pay 6.5% sales tax
* Exception: If >10 years old & <$3000 value

How to estimate your sales tax: example calculation
Final purchase price (after trade-in allowance) X Total sales tax rate [%] = Taxes owed
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Steps for Buying a Car

KBB.COM
...

Know the
car’s value
Get Pre- Factor in
approved for condition
financing and features
Know your Separate Car
Max Price; from
start lower! Financing
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Managing Your Trade-In

If you own your car outright:

* Trading means all proceeds go toward
the purchase

* Explore value of trade-in on
NADA.Com or KBB.Com

If you owe $ on the trade-in:

 Must pay off loan before transferring
the title in trade

* “Negative Equity” - owing more than
car is worth. Repay; or the amount is
rolled into new loan
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What might you consider when buying a car?
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Considerations for buying a car

- - Body Style,
Travel Distance Make/Model

Passengers Features
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Online Resources

Researching the car that is right for you: Price

e Cars.com Comparisons
 Edmunds Car Finder cLel \T/;a:(j:n
« Consumer Reports Economy

 Kelley Blue Book

 J.D. Power Safety _

« Insurance Institute of Highway Safety Features
* Fueleconomy.gov Make & Model Comparison
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How Consumer Reports Tests Cars

Consumer Reports Article

Every car that is tested gets a score
based on four key factors:
* Road test

* Reliability

* Owner satisfaction

« Safety
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https://www.consumerreports.org/cro/2012/04/guide-to-consumer-reports-ratings/index.htm

Is it a New or Used Car?

« Lower purchase price * Higher maintenance cost

Low Initial maintenance cost * Cost of repairs covered by
warranty for at least a year

Superior fuel economy

.  Not as efficient
e Lower insurance cost

High purchase price
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New or Used Car?

New Car Used Car
e Low initial . Lo_wer purchase
__ maintenance cost price
= * Superior fuel * Lower insurance
economy cost
* Higher

e Cost of repairs
covered by warranty
for at least a year

maintenance cost
* Not as efficient

* High purchase price

-_
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Buying a Used Car: What Percent?

On average New cars lose New cars lose
used car§ ’rices more than what more than what
are what "/plower % of their value % of their value
O during the first during the first
than new cars?
month? year?

-_
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Buying a Used Car

50%! 10%! 20%!

On average, New cars lose New cars lose
used cars prices more than what more than what
are what % lower % of their value % of their value
than new cars? during the first during the first
month? year?
[
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Locating a Used Car

1. Protect Yourself
* You are more vulnerable to fraud
* Avoid crazy deals
* Consult Kelley Blue Book to determine reasonable price
 Have a mechanic look at the car

2. Private Sellers
* Never go to a meeting by yourself
* Meet in a neutral, public place during daylight hours
* Never pay cash - use money order or check

3. Test Drive
-~
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Let’s try Kelley Blue Book

@LL@-? ~ Kelley Blue Book

https://www.kbb.com 3 BLUEBGOK KBB.COM

c%;\.._., " The Trusted Resource
Cff!il y ___':
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https://www.kbb.com/

Benefits of Car Dealerships

1. You will know the price by seeing the actual sticker
price and the car’s features

2. You can talk to an expert, and they will know what car
In their inventory will meet your needs

3. Compare dealers on equivalent cars
4. Test Drive the Options
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Online Purchasing
 Wide Search Opportunities

* Inventory
* Specifications Examples: Carvana, CarMax, CarGurus
* Technical reviews A =

* Ability to finance on-line
* Direct price comparisons
 May not involve a lot of negotiation

 No crowds or pressure - shop at your leisure
e 7-day money back guarantees offered by some
e Car may be delivered directly to your home
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Let’s “buy” a car using Carvana

SAFELY SHOP CARS

FOR EVERY BUDGET

- Get pre-qualified to see persenalized financing terrms ~~ ~ver 31,900 vehicles, . o
o T = L g o -

| all wikh touchlass no~ < delivery, |

THE NEW WAY SELL OR TRADE
TO BUY A CAR" YOUR CAR

imeenbory oF Teer 21200 bl

Financial Maters v by ssbestorep



Step 1: Explore Vehicles

e CARVANA SEARCH CARS  SELL/TRADE  FINANCING + CAR FINDER SIGH 1M
e
USED CARS
A mearchm 5 delsarany keywords

CaCATION: HAYWARD, W1 = SOAT BY: RECOMPMEMDED

31,458

FILTERS

FRICE & FINANCING

MAKE & MODEL
YEAR
2014 HONDA 2012 FORD 2018 TOYOTA 3
MILEAGE CR-Y MUSTANG CAMRY 181990
BODY TYPE i o
FEATURES ~ E’
=®
COLOR ~
FINAMCE
WITH CARYANA
FUEL & EFFICIENCY o

Real, personaliz2c financ ng erms in e
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Step 2: Virtual Tour of the Car

e CADNANA:  sERsmekss SEUTRES: EHMNENGS CARFNEE

2014 HONDA
CRV

SPISFTO EXPLORE!
Woawe this wehir o's Fratanas & imparfactions.
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Step 3: Review the Car’s Details

2014 HONDA CR-V $14.580

EX SPORT UTILITY 4D

53,208 Miles

'T TQF WEHICLE DETAILS MAKE IT YOURS 150 FEOANT INSPECTIOHN

——

VEHICLE DETAILS

HIGHLIGHTS
2 ®
ACCIDEMT FREE SIMGLE O'WHER
Like mvery Carvare vehicle, Lhis vehicle Ihiz wehcle’s Carbax hislony reporl
tas v beer g reporbed scciden .. shoves il hae had oy one previcus
BR0E | i Sonnr wyare,
FEATWRES Engine Type Tl VT2 2 Lilen MPG A2 il ¢ 30 Huwe
ERDCHURE Extericr Color Browen oEr Interiar Calor Glack
WARRANTY Transmilssian Sytariata, 5§ Apd Dirivatialr ALY N]
Daars 7 Lo 5L Mumber of Keys 2
VIN ZHERMAHSAEHERZE L Stock 200055ER48
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Step 4: Check the Inspection

2014 HONDA CR-V 514,590 o
05,203

Bailles

EX SPQRT UTILITY 4D

=1 WEHICLE DETAILS PAAKE IT YOLIRS 150 PQIMT INSPECTIHIM

———

150 POINT INSPECTION

‘Wi put every wehicle througa a 150 peint inspeetion s that wou can be
100% confident in the quality and safieby of vour wehicle,

MAODEL 2214 [ lonca TR Y WIN 21 [KReALHISAD0 1592251
Clean History Wizw CHRFAX a Fassad Interiar ﬂ Fassar
Road Test ﬂ Fazzed Suspension a Pazsze
Under the Hoad @ Fazscd Exterior Appearance View 5 rperfections
Wheels & Brakes a Py Interiar Appearance Marmel Uza
Body ﬂ Fassad SEE EMTIRE 150 POINT INSPECTION LIST 2

Lezra mare abauz Zarvana's Recond taring Stardz-ds.

-_
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Step 5: Financing

2014 HONDA CR-V

EX SPORT UTILITY 4D : SESIESIES
1" TOR VEHICLE DET2ILS tSKE | T YOURS
I
[f] CALCULATE FIMAMCING 2D ParcasH n p Ut yo u r
’
— changes - let’s
6 ontts © Cucmant 730 T

change cash
T-\JLTILE:&REG, | IJI down to

DEALER FEES ~I¥LR

=ligitle for up to 90 days of o paymenits,

BN THLY PATMENT T T

O auivom $1,000 and

S e determine the
© new monthly

APPLY A TRADE-IM YALUE CARYANS OFFERS FINANCIMNG
ESTIMATED AMCUHT HLT02

FIMARCED m
':3..-_\" Ariswar a few questions sbout Gat pra-gualified for a leanin 2 p ay e nt
@

wous car and gert an instant v lue @ minutes, with no paymnents Sor
his only takes ¥ minctos. upzta 200 days. GETSTARTED

‘ GET TRADE-IN ¥ALUE ‘ GET FRE-QUALIFIED MO
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2014 HONDA CR-Y
EX SPORT UTILITY 4D

T Tor WEHIGLE DETAILS MAKE IT FOVRS 150 POINT INSPECTION

———

CALCULATE FINANCING =) Pay casH
LEHGTHI SFLCAH RLOIT oAl SHHWLIHCDAE a pay t
L8 Manths N Excollzn - FHO : SEOLOD

WEHICZLE PRICE 301 5%l We nt fro m
$267 per

tenl =0 -re vl eildle e up ke 00 degs eF no prgreeeds

KMORTHLY PAYSENT xR0

DEALER FEE=
F
B oo month to
EASHIEERE TRAGE-IN CREDIT 7 $ 2 5 O pe r
o month
APFLY A TRADE-IM VaLUE CAAYVAHA OFFERS FIMAHCING ESTIMATED: AdCILMT EIER
FIHAMICED
A Answee a few quastizns abalt Cat pre-nualifed fora laanin 2
LD'”'_'E' wadr car 21d pat an irstant valuz, @ nLtzs, with 10 paymeats fo-
1175 wnily bases 2 ot les. ap L 30 daye. GET STARTED
| GET TRADE-IN WALUE ‘ GET PRE-QIUALIFIED MO |
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(cars.com)

sumer
eports

Online Resources for You

Search cars near you by body type, transmission type, engine power,
and more to make sure you get the performance you need

Use this tool to search by an extensive of features like keyless ignition
and navigation systems, as well as by price and fuel efficiency

Get safety and reliability information from the national leader in
product analysis and information
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Online Resources Cont’d

L

AW KelleyBlue Book  This trusted resource highlights reviews and
EEE00Ky !f?BtdEOM recommendations for every class of car, and offers

more tools to help you research your options

K,
Y

Famous for its industry awards, this site can
help you learn more about the best options
among the cars you are considering
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More Online Resources

INSURANCE INSTITUTE  Find out how the cars you are considering
FOR HIGHWAY SAFETY performed on rigorous crash tests

P Research fuel efficiency ratings for the
e R cars on your list with this official
= Foe” - = government site
3 &.Il?.,s
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Student Survey
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Thank You!

BestPrep gratefully acknowledges the
financial and volunteer support provided
by volunteers to offer Buying a Car as a
part of Financial Matters.

sibestprep

Inspire. Educate. Connect.

Financial Maters

powered by s besf-prep
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