Car Loan Problem





Name _________________________

Description:






Due Date: __12.14 (B) /12.15 (A)___
Research a car that you might be interested in buying.  

Purpose:

To obtain a better idea of the real cost of the car you are interested in while utilizing the finance information discussed in class. We will “pretend” that you will own the car for 4 years and then sell it.  We will look at the money you can get for selling your car and use that as a reduction to your overall monthly cost.  At the end, we will find out how much the car REALLY costs you per month to own.
Format:

· Complete the calculation sheet.

· Conclusion Paragraph: Please address such things including, but not limited to:  What is the monthly loan payment and how does it relate to the average monthly cost (did this surprise you)?  Is this a good buy and why or why not? – use the math!  During which stage of life will you be able to afford this car?  etc.
· Research:  Attach the internet printouts for the car including MSRP (price), mpg (miles per gallon), total cost to own table, etc.

Grading:
Calculation sheet:
                            ___/ 15
Attached Research:   
         
  ____/ 3

Conclusion Paragraph:                        ___/ 5
Quality of Work:


   ___/ 2
___________________________________

Total:




___/25
Hints to fill out the calculation sheet:
Section 1:  

· Use Edmunds.com for cost and taxes/fees. Use the Review and Specs section and go to True Cost to Own – it will list many of your operation costs.

· When you make a big purchase, you are required to pay some cash that day.  We will “pay” 10% of the cost up front and then borrow the rest from the bank.
Section 2:  

· Bankrate.com will be helpful in giving you local APRs.  
· This means your “C/Y” will be 1, not 12. However, your “P/Y” will still be 12.
Section 3:

· Use Edmunds.
Section 4:

· You are selling your car.  You need to find out how much it would be worth after you have owned it for 4 years.  Once you sell it, you still need to pay the bank back.  
Car Project Worksheet

Make ______________  Model  _____________  Year  ____

1.  Initial Costs
​​

_______________   
Total Initial Cost (see note()
_______________  
Down Payment (10%)

_______________   
Amount to Finance/borrow (amount of the loan)
2.  Financing

60         
Number of Months for Loan          

________________
Annual interest rate (APR)   

________________
Monthly Loan Payment 

________________  Total Paid Back to Bank (at the end of 4 years)
3.  Operation Costs for 4 Years
_______________
Total Fuel, Maintenance, Repairs, Insurance, Taxes (but remember, you already included tax

         for year 1 in step 1!)
4.  Sale of Car and Loan Payment after 4 years

_______________
Amount Left on Principal ($ you still owe the bank)

_______________
What is your car worth at the end of 4 years? This is what you can expect to sell it for.
5.  Final Net Cost
________________
How much money have you spent on this car? (Calculate from all the stuff above!) 
________________ 
Amount received from sale
________________
What was the “real” overall cost for four years (once you account for the sale)?
________________
Actual Average Monthly Cost
Conclusion Paragraph
__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Total Initial Cost:  This is the cost of the car (MSRP) AND the taxes and fees for year 1  (because when you make any purchase, you are charged sales tax)!








