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So, you’re ready to buy yourself a new car and you’ve decided on the model. The next 
step is to finance your vehicle with an auto loan. Before you start signing off on a new loan, 
though, it’s always good to have some financial knowledge by your side to borrow smartly.

To help interested drivers, we’ve brought you this guide on what to do when you’re looking 
for your next auto loan. Keep on reading and learn the ins and outs of auto lending so you 
can drive home all the more satisfied.

YOUR GUIDE TO 
AUTO FINANCING
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What Is Auto Lending?
To start, let’s answer this basic question in case you’re new to auto lending. For many people, 
buying a new car in cash isn’t always viable. Therefore, we offer lenders to help break up the car’s 
cost into manageable monthly payments.

When you come to visit one of our financers, we’ll talk to you about your finances and fill in finance 
applications with local lenders. Once we’re done, we’ll come to you with the best offers we were 
able to find. 

In order to borrow as effectively as possible, it’s good to know the finer details of auto lending 
so you can go in fully prepared. Here are just a few terms that you should know when you’re 
considering purchasing your next car.



4 2582 Camino Entrada, Santa Fe, NM 87507 • 505-474-0888

Annual Percentage 
Rate (APR)
Likely the most important thing to look at when you’re shopping for an auto loan is the loan’s 
Annual Percentage Rate or APR. This is a measurement of how much interest you’ve accrued 
over the course of a loan. For instance, if your APR is set at four percent, your debt will have 
increased by four percent over the course of the year.

To account for this gradual rise in debt, your monthly payments are increased to ensure your 
loan is paid off by the target date. If your goal is to keep your monthly payments low, finding a 
low APR loan should be a top priority.

You can think of the APR as being the amount of money you’ll pay for the loan itself. The lower 
the APR, the better! Therefore, it’s always a wise choice to ask the lender to give you the best 
APR value possible.
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Loan Term

Down Payment

Another very important part of your loan is your loan term, which constitutes how many years 
you’ll have your loan out for. What loan term you have is up to you! At the end of the day, it’s all 
a matter of what you’re willing to work with.

Longer loan terms generally lead to shorter monthly payments, which is a great choice for many 
people. The one aspect you should consider when looking at longer loans is that with more 
years on your loan, the more interest your APR will build up. In the long term, it’s usually a good 
idea to only go with a longer loan if you have a very low APR.

On the other hand, if you choose a shorter loan term, you’ll have larger monthly payments, but 
you won’t be affected by your APR as much. In general, it’s a good idea to shoot for a loan term 
of about four years or even less if possible.

Something you may need to consider when looking at auto loans is your down payment. A 
down payment is the money that you provide at the point of sale before you use the loan. It’s 
typically a wise idea to think of down payments as covering a percentage of the car’s value 
unless otherwise specified by the loan.

In some cases, you may be required to provide a down payment on your car as part of the loan; 
however, this is not always the case. That being said, it’s advisable to always offer some kind 
of down payment even if it’s not a lot. Why? Well, any amount of money provided up front can 
reduce the overall money you pay on your loan.

Remember that any money that’s been borrowed will accrue interest over the course of the 
loan term. For that reason, you want to minimize the amount of money you actually loan and try 
to put a healthy down payment on the vehicle. This percentage should ideally be around 20% 
but going with a 10% down payment is also a reasonable minimum.

If you have a trade-in vehicle, you can even use that to cover the down payment. It’s always 
a good idea to do thorough research into what your current car is worth so you can gain an 
understanding of what your down payment covers.
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How Much Can I 
Afford on a Car?
Now that you know how auto lending works, you may be wondering how much you can 
reasonably spend on a car. At the end of the day, how much you can afford is really about what 
you feel comfortable with but that doesn’t mean there aren’t a few guidelines you can follow.

A good way to think about your car expenses is by boiling them down to a percentage of your 
income. Map out your monthly budget and get a sense for how much you spend each month 
and try to keep your car expenses to about 20% of your monthly budget. 

Remember, though, that that 20% measurement comes to the total number of car expenses 
period. This 20% should include monthly car payments, gas, maintenance, and insurance. That 
way, you can get a good idea of what total ownership for that car will cost. A good guideline is 
the 20/4/10 rule, which comes out to a 20% down payment, borrowing for four years, with a car 
payment of 10% your monthly income.

As we said before, these are not rigid guidelines but rather a suggestion of how to borrow 
effectively. If you’re a real car enthusiast and take good care of your car, raising your vehicle 
budget may make more sense for you.
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What Is Leasing?

Leasing vs. Buying

If you’ve spent some time searching for the right car for you, there’s a good chance you’ve run 
into some lease offers. Leasing is an alternative to traditional buying in which you drive a car
for a few years before returning it to the dealership.

The main benefit of leasing is that it’s a good way to get ahold of a new car without having 
to pay for the vehicle’s full value. How is this possible? Well, it’s based around your monthly 
payments, which would only be covering the vehicle for its first few years of ownership.
This makes leasing an excellent way to buy a new car while still enjoying typically low
monthly payments.

Leasing is an excellent option but there are still some reasons to choose to buy instead of lease. 
One of the major reasons is that you won’t own your car at the end of a lease. When you buy a 
vehicle, you can do whatever you want with your car. Once the car loan is paid off, you have an 
asset that can be used in the purchase of another vehicle.

Another reason that leasing isn’t always better than outright buying is that leases come with 
certain restrictions on your driving. The most notable of these restrictions is that you’ll have a 
limited number of miles you can put on the vehicle by the end of the lease. If you choose to 
buy a vehicle, you can drive that car for as many miles as you want.

That being said, leasing does have some great upsides, likely the best of which is access to 
the latest technology. By getting a lease, you get to drive home in a new car every few years all 
while keeping your monthly payments low. This is a fantastic way to gain access to all the latest 
technology while still cutting on your overall monthly payments.
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Is Leasing 
Right for Me?
Whether or not it’s good for you to lease really depends on the kind of driver you are. If you’re 
on the fence about leasing vs. buying, take some time to assess the kind of driving you do and 
how you use your car. It’s also a good idea to get a fair measurement on how many miles you 
drive on the average week or month to project that over the year.

If you find that you tend to take long trips throughout the year and you can easily hit up to 
15,000 miles or even 20,000 miles before the year is out, leasing may not be for you. Also, pay 
attention to if you tend to keep your car clean or if you tend to eat in your vehicle as a leased 
vehicle also needs to be kept in great condition.

However, if you’re the kind of driver who enjoys all the latest technology and you tend to only 
drive on your commute, leasing is an excellent option. Choose to lease if you want to enjoy all 
the latest comforts and safety features while you’re out on the way to your job.



9 2582 Camino Entrada, Santa Fe, NM 87507 • 505-474-0888

Apply for an Auto Loan Today
When you’re ready to get a new car, the best thing to pair it with is a solid auto loan. If you’re ready to 
discover a vehicle that’s right for you, start searching and apply for your next auto loan today!


