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Buying a Different Vehicle? 

 

   Thinking of getting a different vehicle? Do your homework first before ever stepping onto a 

car lot or showroom! What type of vehicle are you wanting/needing? How much can you spend? 

If you’re planning on trading your present vehicle in, how much can you get for it? Check out 

Consumer Reports (http://consumerreports.org or visit your local public library) for information 

on different vehicles. If you’re going to need to borrow money for the purchase, know your 

credit rating. You can do this either online (http://www.annualcreditreport.com or by calling 1-

877-322-8228). By checking your credit rating first, you’ll assure yourself that it is accurate and 

will see what prospective lenders will evaluate your credit-worthiness on. You might also want 

to visit with others who own a vehicle similar to the one you’re thinking of purchasing. Dealers 

will give you an estimate of what your present car is worth or search either BlueBook or 

BlackBook online.   

   With prices averaging $31,000 for a new vehicle and $17,000 for a used vehicle from a 

dealership, many of us must finance this major purchase.  There are two basic financing options: 

direct lending or dealership financing. In direct lending, you borrow the money from a bank, 

finance company, or credit union. You agree to pay back, over time, the amount your borrowed 

plus a finance charge. Once you enter into a contract with a dealership to buy a vehicle, you use 

the loan to pay the auto dealer for your vehicle. Direct lending offers you the opportunity to shop 

around and ask other lenders about their credit terms so that you can get the best deal available. . 

   When financing at the dealership, you enter into a contract to buy a vehicle and agree, over a 

specified amount of time, to pay the amount borrowed plus a finance charge. Financing through 

a dealership can be quite convenient since you’re already at the car lot. Plus dealers may have 

special programs in place offering manufacturer-sponsored, low-rate financing or other 

incentives. Buyers must be careful, though, not to get caught up in the excitement and thrill of 

having a new vehicle and so spend more than they had planned. 

   No matter how you finance the purchase, make sure you thoroughly understand how much it 

will cost you. Know the vehicle price and total cost of the loan including how many months it 

will take to pay off the loan. It’s also a good idea to check the cost of insurance, licensing and 

property taxes before ‘signing on the dotted line’. 

   Leasing a new vehicle is also an option. When you lease, you agree to use it for a certain 

number of months and miles. When leasing, you must see to it that the vehicle is serviced 

according to the manufacturer’s recommendations and maintain necessary insurance. You are 

responsible for excess wear and damage and any missing equipment. Monthly payments are 

usually lower than monthly payments for purchasing a vehicle. However, at the end of the lease 

period, you return the vehicle, pay any end-of-lease fees and charges and ‘walk away’. 

   Before you ‘sign on the dotted line’, do your math. Can you afford it? Don’t take on extra debt 

if you’re already struggling to make ends meet. And, it shouldn’t force you to reduce your 

emergency fund or saving for your life goals. For more information on financing a vehicle, check 

out the Federal Trade Commission’s consumer information at http://www.consumer.ftc.gov 
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