CAR LOAN/LEASE PROJECT



You have decided that you want to buy a new Saturn.  The sticker price is $13,170.00.  You could either get a loan for the car, or you could lease it for a while and then buy it.  The goal of this project is for you to determine which is the best plan.  This project includes the paperwork from a Saturn dealership for two options.  The first is to buy the car by making an $800.00 down payment and financing the remainder with a five-year simple interest amortized loan.  The second is to lease the car for three years, and then, at the end of the three years, take out a two-year simple interest amortized loan for the remaining value of the car

Get the copy of an actual car loan for a new Saturn from this website.  You must fill in boxes A through F (box D is just the amount of the down payment).  This is a simple interest amortized loan, and all the information you need is in the document if you read carefully. 

Also get a copy of a lease package for the same new Saturn.  Suppose you lease the car for the three years offered in the package, then exercise your option to buy the car at the end.  You get a simple interest amortized loan at 8.9% for two years with monthly payments.  Show your computations for what your monthly payments would be.  Also, compute the total amount you would be spending on the car including both the loan payments and the three years of lease payments.

Then, discuss the advantages and disadvantages of buying the car.  Discuss the advantages and disadvantages of leasing the car.  Make a case for doing one or the other or propose another course of action.  In making your case, you do not have to assume you will exercise your option to buy the leased car.  You must support your argument with financial figures and life style scenarios that validate your argument.

Hint:  When you exercise your purchase option, do NOT add the $150 fee into the two year loan amount.  Just add it to the total cost at the end.
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