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Introduction 

 

Securing the best interest rate is a very important part of the transaction if you’re 

financing or leasing a new car. On a lease it’s simple because if you follow the 

Simplified Car Buying System and compared money factors or APR rates 

correctly, then you know the dealer’s buy rate from the bank. If you’re financing 

and there is no special rate published on www.edmunds.com or www.kbb.com  

then it’s a little more work but not too much more! Following this system will 

show you how to secure the best rate available to you. 

 

 

 

 

 

 

 

 

Wishing you the best of luck with your financing, 

 

Simplified Car Buying, LLC 

 

 

http://www.SimplifiedCarBuying.com



 3 

Table of Contents 

 

Chapter 1  

Before you go to the Dealership      4 

 

Chapter 2 

Less than Perfect Credit       6 

 

Chapter 3 

Sources and Educating        8 

 

Chapter 4 

Ask Questions         10



 4 

Before you go to the dealership 

 

Before heading to an automotive dealership and applying for credit on a 

new car be sure to know what your current credit rating is. If you’re not 

aware of your credit score it can be easily found in more ways than one. 

You can request it by mail, or by writing to one of the three major credit 

reporting agencies which are Trans-Union, Equifax or Experian. For 

faster access to your credit report you can apply for it online at one of 

many websites which offer this service. One of the more popular credit 

reporting sites is www.freecreditreport.com. It’s important to know that 

you are current on all of your bills, your debt to ratio amount and your 

FICO score.   

 

The FICO score is a way of measuring an individual’s credit worthiness 

without requiring access to their income history or employment status. 

The score ranges on a scale from approximately 300 to 850. Scores 

above 720 are considered good while scores under 600 are considered 

bad. Credit scores are generally calculated on 5 factors which are: 

 

 Length of payment history 

 Ratio of debt being used compared to total available credit 
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 Punctuality 

 Ratio of installment loans 

 Amount of credit already applied for – (number of credit checks) 

 

Knowing your current credit condition will allow you to negotiate better 

on your behalf. I once saw a customer with an 820 credit score which is 

perfect, get bumped to a higher interest rate because the salesman was 

great at his job and she was not aware of her credit score. She had a late 

payment on one of her credit cards 2 months before applying for her new 

car. She was approved at the best rate available, a tier 1. The salesman 

reminded her of the late payment and like most people she was aware of 

the fact, late payments lower your credit score. She immediately fell into 

the trap and replied with, how does that affect my payment? He told her 

the payment would go up by $42 per month if she wanted the car. She 

thought to herself, that’s what I get for paying late… and accepted it.  

Meanwhile her FICO score must have been around 850 and even with a 

late payment still had perfect credit and a score of 820. If she only knew 

what she was doing it would have saved her $42 dollars per month… 

That happened to be a 36 month lease the woman was contracting for. 

For the 10 minutes it took the salesman to discuss her credit, it earned 

him over $1,500 in extra profit! ($42 X 36 months = $1,512.00)       
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Less Than Perfect Credit 

 

For the people out there with less than perfect credit, you can still get 

approved on car loans and the rates will not be as bad as you might 

think… The first rule of thumb for people with less than perfect credit is 

NEVER telling this to the salesman or anyone at the dealership. It will 

be used against you. Go in there as if your credit is fine. Let them bring 

it up to you if there is an issue. Two main reasons for this: 

• All banks have different approval standards. I know some 

automotive banks which have approved people on auto loans and 

leases even when they were currently behind on credit card 

payments and their mortgage. Most automotive banks approve on 

a 4 tier approval system. The first tier being the best rate and the 

fourth tier being the worst. Some banks may consider a tier 1 rate 

with a 680 fico score while other banks want a 720 FICO score. 

You just never know…    

• If you give the salesman or dealership any hint that there may be 

some issues with your credit, the salespeople with usually use that 

to their advantage to make more profit on you. They may 

automatically quote you at a higher rate than what you would be 

approved at to begin with, also might show less attention and 

make you feel as if you’re wasting their time. 
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I saw a customer come into a dealership to finalize a great lease deal he 

worked over the Internet and he started off by telling the salesman his 

credit may not be good but he has a cosigner if he has to use one. Long 

story short, his credit was fine and he was approved tier 1. After the 

salesman processed the credit application he told the customer, the good 

news is you are approved on your own without a cosigner… but it was at 

a tier 3. Then the salesman said, “I can work with the bank and probably 

get you to a tier 2 and your payment will only be affected by $38 per 

month.” So the salesman shows he is building trust with the customer, 

trying to get him from a tier3 to a tier 2 and doing so without a cosigner. 

The customer replies, “Great - if it’s a tier 2 I will do it.” The bottom 

line: the customer pays an extra $38 per month for not knowing his 

credit was fine and the dealer makes over $1,800.00 because he knew 

the customer was not an educated consumer. $38 X 48 months = 

$1,824.00 

 

 

 

 

 

 



 8 

Sources and Educating 

 

If you’re financing, you’ll want the lowest interest rate. Here is how you 

go about getting it before you get to the dealer. Most dealers will have 

special interest rates on some of their models through the manufacturer’s 

bank. If you were dealing on a Honda it would be through American 

Honda Finance. Check www.edmunds.com and click on the new car 

icon at the top of their home page.  Next, click on the new car incentives 

icon. Scroll down the page to the make and model you’re looking for. 

This will list any special interest rates for that vehicle for the month and 

if there are any rebates or incentives offered. It will also tell you if you 

can combine the two. Even if there is a special rate being offered, it is 

still marked up 1%. So if the rate is 3.9%, the dealers buy rate is 2.9%. If 

that’s the case then try to negotiate down at least half a point. Tell them 

another dealer offered you half a point less. This tends to be believable 

considering current market conditions. If there is no special interest rate 

then shop on your own. You can shop online and usually get a better rate 

than the dealer is offering. Capital One, Bank of America and Credit 

Unions are very competitive. Don’t apply to too many banks though, 

because each time your credit is run it drops the FICO score a few 

points. Also, too many credit inquiries are not good for your credit 

report. If you’re still thinking about going through the dealers and there 

are no special rates then negotiate. Dealers are allowed to mark up the 
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buy rate issued by the bank from anywhere between .5% to 2.5%.  If you 

can’t combine a special interest rate with a rebate or incentive then try 

shopping on your own for a low APR rate so you can also get the rebate 

or incentive. No bank will offer you 0% but you may be able to get in 

the mid 3% range to mid 5%. 
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Ask Questions 

 

If for some reason unbeknownst to you, you’re not getting the best rate 

or the rate you think you should be getting, ask questions. Dealers can’t 

afford to lose deals in this economy. They would rather cut their profits 

short or even take a bit of a loss in order to move a car off the lot. Some 

finance/business managers are lazy and others just don’t know what they 

are doing. This at times can work in your favor. I have seen people get 

rates they weren’t entitled to but because they worked at the negotiating 

process it was awarded in their favor. If you’re dealing with a 

finance/business manager then work the salesman. He doesn’t want to 

lose a deal because you can’t get approved at the rate you want. If you 

leave without buying something he gets nothing. Work the sales 

manager; he needs to move units for the month. He may push the 

finance manager to call a high level person at the bank to try to get the 

deal done. The only way you know the decision is final is when they let 

you walk without buying a car and 1 day passes without a phone call 

from the dealer. Some dealers will let you walk and try to call your 

bluff.  Most likely they will call you the next day and ask you to come 

back so they can try and work it out, possibly split the difference. When 

this happens you know there is still some room left. It’s when a day goes 

by after walking out on their offer and they don’t call you; then the price 

is final. Just remember always ask questions, make sure the answers 
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make sense to you and if they don’t- ask them to clarify it some more. 

These salesmen are trained to make profit because they work on 

commission. The finance managers are usually former star salespeople. 

They talk in car lingo which you might not understand and are more 

advanced than the average salesman.  
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