Auto Financing 101 for Students Planning to Purchase a Vehicle 

High school and college students know that mid-terms, finals, projects and papers require diligent research, studying and preparation. The same goes for buying a car.

Understanding how the vehicle financing process works should be the first step for high school and college students thinking about buying a new or used car or truck. Knowing the ins and outs of vehicle financing will give students and their parents the tools, resources and knowledge to ensure that their purchasing experience builds upon their long-term financial goals. AWARE, a nonprofit group that educates consumers about the auto financing process and ways to make informed financing decisions, advises that its Web site - www.AutoFinancing101.org – be ‘required reading’ for both students and their parents.

AWARE recommends that young car buyers and their parents make some key evaluations before starting the car buying process: 

· Know what you can afford:  Determine what type of vehicle best meets your needs, set a realistic price range, and develop a comprehensive budget for owning and operating your car or truck.

· Decide how you’re going to pay for it: Some first-time car buyers purchase a used car or truck with cash they’ve saved or borrowed from a family member.  Others, however, work on their own or with their parents to finance a vehicle through a bank, credit union, or at a dealership.

· Review your credit report:  To know what creditors will see, obtain a free copy of your credit report. You have access to three credit reports a year -- one from each of the three consumer credit reporting companies. Space out requests over the span of a year so you can see ongoing changes to your credit record and check if there are persistent problems. Correct any errors you find.
· Make your payments on time:  Late or missed payments incur late fees and can even cause your vehicle to be repossessed, permanently.  A bad payment record will also appear on your credit report, damaging your ability to get affordable credit in the future.

· Comparison shop:  The auto financing industry is highly competitive, so use the marketplace to your advantage by comparing annual percentage rates and other important financing terms from multiple sources, such as banks, credit unions, finance companies and auto dealers.

· Know Your Stuff:  Make sure you are familiar with common terms you’re likely to hear or read in the course of purchasing or financing a vehicle, such as down payment, fixed- and variable-rate financing, and on- and off-site financing.  Many of these terms can be found at www.autofinancing101.org/resources/glossary.asp.

· Negotiate:  This finance rate you are offered may be negotiable, as well as the price of the vehicle.

· Understand the value and price of optional services:  Examples include credit insurance, guaranteed auto protection, and extended service contracts.  If you do not want such services, do not sign for them.

· Read any contract carefully before signing it:  Ask questions about anything you do not understand.

These tips were brought to you by AWARE, a non-profit organization seeking to build a greater understanding about how auto financing works. AWARE is supported by leaders of the vehicle financing industry, and is perhaps the only resource that focuses exclusively on auto financing education in materials, a Web site, and other educational offerings that are entirely free of marketing, advertising, or sales efforts. Visit www.AutoFinancing101.org for financing calculators, tips, and other free educational materials, which are available in both English and Spanish.

