
 

Three Ways to Get a Better Car Financing 

Deal 

Compare the full cost before committing to the monthly payment 

Updated September 20, 2026. 

Long after the new-car smell disappears, the payments remain. A loan that looks affordable at 

the dealership can become an expensive commitment—especially when a longer repayment 

period disguises the total cost. 

Before signing, consider more than the down payment and monthly installment. Insurance, fuel, 

maintenance, repairs, and registration all belong in your budget. These three steps can help you 

compare offers and avoid paying more than necessary. 

1. Know Your Credit—and Shop for Financing First 

Review your credit reports before applying, and address errors that could affect a lender’s 

decision. 

There is no single credit-score cutoff that determines whether everyone qualifies for a car loan. 

Lenders consider several factors, including credit history, income, existing debts, and the down 

payment. Weaker credit may mean a higher rate and a more expensive loan. The CFPB explains 

how lenders set auto-loan rates. 

Seek financing offers from banks or credit unions before visiting the dealership. A preapproval 

gives you a comparison point when the dealer offers financing; read its conditions and expiration 

date. 

https://www.consumerfinance.gov/ask-cfpb/how-does-a-lender-decide-what-interest-rate-to-offer-me-on-an-auto-loan-en-765/
https://www.consumerfinance.gov/ask-cfpb/how-does-a-lender-decide-what-interest-rate-to-offer-me-on-an-auto-loan-en-765/


The dealer may offer competitive terms, but you’ll be better prepared to evaluate them when you 

already have another option. See the FTC’s car-shopping guidance. 

2. Do the Math on the Entire Loan 

Compare these figures for every offer: 

• Amount financed: How much you are borrowing. 

• Annual percentage rate, or APR: The annual cost of credit, including interest and certain 

fees. 

• Loan term: The number of months you will make payments. 

• Finance charge: The total dollar cost of credit. 

• Total of payments: What you will pay over the scheduled life of the loan. 

These figures appear in the loan’s Truth-in-Lending disclosures. Also check for any prepayment 

penalty. The CFPB explains the required disclosures. 

What a Longer Loan Really Costs 

Suppose you finance $23,000 at a fixed 7 percent annual interest rate, with no loan fees and 

equal monthly payments: 

Loan 

term 

Monthly 

payment 

Total 

interest 

Total loan 

payments 

48 

months 
$550.76 $3,436.65 $26,436.65 

72 

months 
$392.13 $5,233.15 $28,233.15 

Illustrative calculation, not a current rate quote. Totals use unrounded payments; actual final 

payments may vary slightly. 

The six-year loan lowers the monthly payment by about $159, but adds roughly $1,797 in 

interest and two more years of payments. 

The interest rate remains 7 percent in this example. Total interest expressed as a share of the 

original loan is a different measurement—not a replacement for the annual rate. 

A shorter loan can reduce interest costs, but only if the payment fits your budget. If it doesn’t, 

consider a less expensive vehicle rather than automatically extending the term. Include 

ownership expenses when deciding what you can afford. Review the CFPB’s loan-comparison 

guidance. 

3. Negotiate the Deal in Separate Parts 

https://consumer.ftc.gov/articles/car-dealer-ads-and-promotions-know-you-go
https://www.consumerfinance.gov/ask-cfpb/what-is-a-truth-in-lending-disclosure-for-an-auto-loan-en-787/
https://www.consumerfinance.gov/ask-cfpb/how-do-i-compare-auto-loan-offers-what-should-i-look-at-besides-the-monthly-payment-en-753/
https://www.consumerfinance.gov/ask-cfpb/how-do-i-compare-auto-loan-offers-what-should-i-look-at-besides-the-monthly-payment-en-753/


Ask for the out-the-door price in writing, including taxes and fees, before discussing a target 

monthly payment. Then compare the vehicle price, financing, trade-in allowance, and optional 

products separately. 

A lower payment alone doesn’t prove you received a better deal. It may simply reflect a longer 

loan. 

Some sellers use fixed pricing and may decline to negotiate. You can still compare competing 

offers and walk away. Don’t assume a more expensive model automatically provides more 

bargaining room. 

Before signing: 

• Review every fee and optional add-on. 

• Decline products you don’t want or understand. 

• Compare a cash rebate with promotional financing if you must choose between them. 

• Confirm that the final contract matches the agreed price and financing terms. 

• Make sure financing is final before taking the vehicle home. 

The FTC offers guidance on financing, incentives, and add-ons. 

Check Your Trade-In’s Actual Equity 

Research your current vehicle’s value and obtain its loan payoff amount. If you owe $12,000 and 

receive a $9,000 trade-in allowance, you still have a $3,000 shortfall. 

Rolling that shortfall into the next loan means borrowing for both the replacement vehicle and 

debt left from the old one. A promise to “pay off your trade-in” does not necessarily mean the 

dealer absorbs the difference. Read the CFPB’s explanation of negative equity. 

Aim for a Cost You Can Live With 

A down payment can reduce the amount you borrow, but leave room for emergencies and 

upcoming expenses. The right car deal should work with the rest of your financial life. 

Choose a vehicle you can afford, compare financing offers, and read the final numbers carefully. 

A good deal should still look good after the excitement of driving home has worn off. 

 

https://consumer.ftc.gov/articles/financing-or-leasing-car
https://www.consumerfinance.gov/ask-cfpb/should-i-trade-in-my-car-if-its-not-paid-off-en-2045/

