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Car financing is tough and we're about to make it simple as pie for you.
· Auto Financing should be forethought, not an afterthought! 

· Increase your chances on getting approval on a car loan. 

· Auto refinancing tips to lower your interest rates on your current car loan. 

Biggest mistake made by most car buyers.

One of the biggest mistakes car buyers make is running off to buy a new car without knowing if their credit history can support that impulse action. The biggest source of problem emails we get are from people who had auto financing issues, where the car loan fell through or they saw 0% APR ads on TV and wonder why they can't get the low rates. Getting 0% APR can require that you payoff the car loan in 36 months. Can you pay it off in 36 months? Shopping for a car or any other big-ticket item without knowing your credit history and credit score are about the dumbest things a consumer can do.

The scary truth about your credit score.

Your credit score has more of an affect on your life than you think. A bad credit score can cause you to pay much higher auto loan interest rates, and can adversely affect your ability to get a job, and cause you to pay higher insurance premiums. Many people are unaware that insurance companies check your credit before selling you insurance.

Keep your credit balances in balance.

Always keep all your balances below 50% of the credit limit. Balances over 50% make your credit score drop. You can be the most responsible bill payer, but still have a very low score, because some of your balances are too high, or you have applied for credit in several places, or you have too many open accounts. This surprises many people who apply for credit and are shocked that they got rejected. Make sure your debt to income ratio is below 30% before applying for credit. Most people do not calculate this before applying for their auto loan, and then wonder why they got rejected, even with a good credit score. If your debt load compared to your income is too high, banks get nervous and don’t want to lend you money.

"Sorry, your auto financing fell through..."

We get complaints from car buyers because auto sales person calls 2 weeks after what was suppose to be buying, saying, "financing fell through". The sale person knew your credit score when you buy a car.  This is why we tell you to have your car financing lined up before you enter a dealer.

Warning about Low APR auto loans (0%, .9%, 2%, etc.)

When you see low APR rates advertised like the 0%, .9%, 4%, etc., they are available to few people with perfect credit, on car loans typically 12 to 36 months.  Most of you planning 48 or 60 months auto loans cannot get 0%. All the ads say "with approved credit".  You either gets the low APR or the rebate, not both. Calculate which is cheaper.  If you have a big rebate, it could be better in the long run to take it over the 0% APR. Then you just pay off your auto loan early, effectively saving on interest.

What A Low Credit Score Means To You.

Your credit score is the most important factor determining if you'll get approved for a car loan, and what your APR will be.  If your score is low, you'll pay extremely high interest rates on a car loan, up to 23%.  If your score is below 750, you can forget about getting that elusive 0% car financing we hear about once in a while. Are you aware your credit score affects how much you'll pay for car insurance rates?  Maintaining your credit score should be an ongoing process, not a task you rush into when buying a new car.  In fact, that's the worst time. The reason is banks will reject you if you have disputed items on your credit report, until it resolves.  It can take 60 days to clean up your credit score, so don't apply for any credit until all disputes are resolved and you verified your FICO Score. You have been warned!  I have seen people get rejected for applying while closing accounts. Right now, you should be asking yourself "How good is my credit score?"

Credit score myths: "I've never missed a payment.  My credit score must be high!"

This could not be more wrong.  Many people get upset when they get their credit score and find out just how low their credit score is.  Sure paying on time is one of the best things for your FICO score, but it's only one of over 100 variables making up your credit score.  Having many open accounts does just as much damage to your credit score, as there is potential for you to run up your credit limit on all your accounts. People with good credit tend to have too much credit, and too many old accounts that they no longer use.  Lenders view that as a risk. When I got my score it was ok, but needed improving by closing half a dozen computer store and department store cards which I no longer use, but they were dragging down my score.

A high credit score does not guarantee your car loan approval.

Lenders verify if you have had an auto loan before.  If not, even with a high credit score, you may end up paying a higher APR, or you can get rejected.  You can have a high score and if your current debt load is high, they might reject you. 

How to increase your chances on getting approval on a car loan.
· If you're a recent college grad, don't apply until you're at your new job at least 6 months. 

· Get your credit repaired before you apply for a car loan. 

· Don't apply if you have moved in the last 6 months.  Lenders hate nomads and most verify address and income. 

· A previous car loan or home mortgage on your record helps. 

· Pay off your credit card balances as low as possible. 

· Have a reasonably stable occupation like engineer, architect, finance, etc. 

· Other examples of credit extended to you should appear on your credit report. 

· Don't apply for a car loan for at least 2 years after a bankruptcy. 

· Don't keep a high debt load or credit card balances. 

· No charge off's on your credit report. 

These are the steps to take before you apply for a car loan: 
· Get your 
· Close old accounts, they are excess luggage dragging down your credit score, but leave your oldest account open. 

· Remove erroneous previous addresses and other errors off your credit report. 

· Try to get any "Charge Offs" removed by negotiating with your creditors. 

Wait until your score goes up to 680 if you're applying for a prime car loan.

Bad Credit Causes You To Pay More For Insurance.

Many insurance companies run credit checks on you before the application is signed. Some online companies bypass this by allowing you to supply a self-reported credit rating from a pull down menu. The reason for the credit checks is that there is a higher underwriting risk not only in terms your ability to make payments and keep policies in force, but the higher claims/loss ratios of folks with bad credit. A 40 year old man with a couple of late payments and no tickets, accidents or major violations might very well qualify for a preferred policy.

People With Bad Credit Or No Credit.
How does bad credit hurt you?  Dealers charge you 18% interest or more, while the rest of consumers enjoy 2% to 8%.  Bad credit keeps you from opening a checking account! Banks run a credit check because they know people with bad credit bounce checks.  The fact that you shafted all of your creditors is coming back to get you.  Plan your life with a budget that has a reasonable and sustainable car payment built into it.

You Have The Right To Know.

When you buy a car you have the right to know how much it will cost including interest rate, trade-in value, taxes, and fees, all disclosed in writing.  But there are people who don't want you to know how much you're spending, and divert your attention from higher costs by pointing out low monthly payments you are comfortable with.  Don't get comfortable yet; you're about to learn how to protect your rights.
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