
Buying a Car
A Component of BestPrep’s Financial Matters Program



How many of you have a car?



How many of you want a car?



Should you pay cash for your car?

Pros:
• Pay up front, avoids interest
• Helps negotiation

Cons:
• Have to save up
• May limit what type of car



Financing Options: Dealer

Dealer Provided Financing

• Manufacturer Financing can be low 
cost. 

• Provides incentive to sell vehicles
• Other financing can be higher cost
• Beware the “up sell” by dealer
 extended warranties
 add-ons



Financing Options: Financial Institution

Bank or Credit Union Financing

• Banks can be competitive – shop around 
online

• Credit unions often lower cost – non-profit 
status

• Interest Rate based on credit worthiness 
and age of vehicle



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. 
 If you 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.



Completing the Purchase: Title

Transfer of Title
• Title conveys official ownership – 

required by DMV
• If loan is used, a “lien” will be 

added to the title 
• loan must be paid to transfer 

the title again (you can’t sell the 
car until the loan is paid)



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



Steps for Buying a Car
Know the 

car’s value

Factor in 
condition 

and features

Separate Car 
from 

Financing

Know your 
Max Price; 
start lower!

Get Pre-
approved for 

financing

KBB.COM



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



What might you consider when buying a car?



Considerations for buying a car

Budget Travel Distance
Body Style, 

Make/Model

Passengers Features



Online Resources
Researching the car that is right for you:
• Cars.com
• Edmunds Car Finder
• Consumer Reports
• Kelley Blue Book
• J.D. Power
• Insurance Institute of Highway Safety
• Fueleconomy.gov

Safety

Fuel 
Economy

Trade-In 
Values

Price 
Comparisons

Make & Model Comparison
Features



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

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


Is it a New or Used Car? 

• Lower purchase price
• Low Initial maintenance cost
• Superior fuel economy
• Lower insurance cost
• High purchase price

• Higher maintenance cost
• Cost of repairs covered by 

warranty for at least a year
• Not as efficient



New or Used Car? 

New Car
• Low initial 

maintenance cost
• Superior fuel 

economy
• Cost of repairs 

covered by warranty 
for at least a year

• High purchase price

Used Car
• Lower purchase 

price
• Lower insurance 

cost
• Higher 

maintenance cost
• Not as efficient



Buying a Used Car: What Percent?

On average, 
used cars prices 
are what % lower 
than new cars?

New cars lose 
more than what 
% of their value 
during the first 
month?

New cars lose 
more than what 
% of their value 
during the first  
year?



Buying a Used Car

50%
On average, 
used cars prices 
are what % lower 
than new cars?

10%
New cars lose 
more than what 
% of their value 
during the first 
month?

20%
New cars lose 
more than what 
% of their value 
during the first  
year?



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



Let’s try Kelley Blue Book

https://www.kbb.com

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



Online Purchasing
• Wide Search Opportunities

• Inventory
• Specifications
• Technical reviews

• Ability to finance on-line
• Direct price comparisons
• May not involve a lot of negotiation
• No crowds or pressure – shop at your leisure
• 7-day money back guarantees offered by some
• Car may be delivered directly to your home

Examples: Carvana, CarMax, CarGurus



Let’s “buy” a car using Carvana



Step 1: Explore Vehicles



Step 2: Virtual Tour of the Car



Step 3: Review the Car’s Details



Step 4: Check the Inspection



Step 5: Financing

Input your 
changes – let’s 
change cash 
down to 
$1,000 and 
determine the 
new monthly 
payment



Step 6: Financing Options

Car payment 
went from 
$267 per 
month to 
$250 per 
month



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



Online Resources Cont’d
This trusted resource highlights reviews and 
recommendations for every class of car, and offers 
more tools to help you research your options

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



More Online Resources

Find out how the cars you are considering 
performed on rigorous crash tests

Research fuel efficiency ratings for the 
cars on your list with this official 
government site



Student Survey



Thank You!
BestPrep gratefully acknowledges the 

financial and volunteer support provided 
by volunteers to offer Buying a Car as a 

part of Financial Matters.
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