

    
        
          No More Car Note: How To Pay Off Your Car Early and Save Thousands of Dollars

        

        
        
          Dante Fortson

        

        
          Published by Dante Fortson, 2019.

        

    



    
        
          No More Car Note: How To Pay Off Your Car Early and Save Thousands of Dollars

        

        
        
          Dante Fortson

        

        
          Published by Dante Fortson, 2019.

        

    



  
    
    
      While every precaution has been taken in the preparation of this book, the publisher assumes no responsibility for errors or omissions, or for damages resulting from the use of the information contained herein.

    
    

    
      NO MORE CAR NOTE: HOW TO PAY OFF YOUR CAR EARLY AND SAVE THOUSANDS OF DOLLARS

    

    
      First edition. October 15, 2019.

      Copyright © 2019 Dante Fortson.

    

    
    
      ISBN: 978-1393855668

    

    
    
      Written by Dante Fortson.

    

    
      10 9 8 7 6 5 4 3 2 1

    

  



  
    
    
      While every precaution has been taken in the preparation of this book, the publisher assumes no responsibility for errors or omissions, or for damages resulting from the use of the information contained herein.

    
    

    
      NO MORE CAR NOTE: HOW TO PAY OFF YOUR CAR EARLY AND SAVE THOUSANDS OF DOLLARS

    

    
      First edition. October 15, 2019.

      Copyright © 2019 Dante Fortson.

    

    
    
      ISBN: 978-1393855668

    

    
    
      Written by Dante Fortson.

    

    
      10 9 8 7 6 5 4 3 2 1

    

  


Table of Contents

Title Page

Copyright Page

How To Knock A Year Off of Your Car Payments and Save Thousands of Dollars At The Same Time

Also By Dante Fortson

	[image: image]
	 	[image: image]


[image: image]

How To Knock A Year Off of Your Car Payments and Save Thousands of Dollars At The Same Time


[image: image]


One of the biggest financial drains on people is car loans. Part of the reason for this is bad credit, another is predatory lending, but the main reason is that we constantly trade in older vehicles for newer vehicles. Newer vehicles have higher registration fees, higher insurance fees, and almost always have higher monthly payments.

	It’s cheaper to add new features into an older car.

	New car maintenance is often more expensive because of the newer technology that has gone into the car.


I’ve driven the same 2000 Ford Expedition since 2005. I just recently bought a new-ish vehicle, a 2013 Chevy Impala, but I didn’t trade in my Expedition because I own it outright. When I bought it, I paid cash for it because I knew I was going to keep it long term and didn’t want to worry about monthly payments. It also decreased the amount of insurance I had to carry by law, which meant lower insurance payments. Every action when it comes to purchasing a vehicle will ultimately result in lower payments or higher payments. Whichever it is, the results fall solely on us.

The Total Cost of A Car

Car dealerships will show us the sales price, but they NEVER show us how much the vehicle will really cost us over the course of the loan. Let’s use the example of a $12,000 vehicle at 19% APR.

	12,000 x 0.19 (19%) = $2,280


That number is just the interest you’d pay the first year. Assuming a large lump sum of money fell into your lap after one year’s worth of car payments, and you were able to pay off the vehicle, you will have actually paid $14,280 for a $12,000 vehicle. That may not sound so bad, but you are charged 19% interest on a YEARLY BASIS, which will add up to nearly $10,000 over 5 years, bringing the cost of your $12,000 car to nearly $22,000 when it’s paid off.

On top of paying almost double the purchase price, cars almost always lose value over time, unless it becomes a collectable. After a couple of years you’ll be paying $12,000 + 19% APR for a vehicle only worth about $6,000 Blue Book price. If you trade it in, you might get $3,000 - $5,000 towards your down payment on a newer vehicle, and then you’ll start the process all over again, but we’ll come back to this later. For now let’s discuss what some older people call dropping the bottom out of your loan.

Drop The Bottom Out of Your Loan

Many of us are aware that we can refinance real estate, but there are many people that aren’t aware that you can refinance your vehicle. If you can afford to pay cash for your vehicle, then that is by far the best option if you plan to keep it longer than 5 years. I stumbled upon this method by accident when I was younger. I bought a Ford Focus at a 19% interest rate. After about 3 months of payments, I went to State Farm to get a quote to lower my insurance.

	They informed me that I could get a quote for a car refinance.

	They informed me that refinancing could lower my monthly payment.

	Refinance quotes are almost always free.


I took the lady’s advice and got the quote. It dropped my payments from $383 to $160 per month. That freed up an extra $223.00 per month, just by taking a few extra minutes to provide the necessary information.

How To Pay Off Your Car Super Fast

Let’s use the payment of $383.00 per month as the basis for this section. If you were able to refinance and your payments came down to $160.00 per month, DO NOT change how much you pay per month. Make sure you continue to pay the $383 per month and apply it to the remaining principal.

The Worst Financial Advice Ever

Some people will tell you to pay down the interest first so that your later payments will pay down the principal faster. That is horrible advice. Interest is based on the remaining principal balance and is pure profit for the lender. Always, always, always pay down the principal first. They can’t charge interest on a zero balance principal.

	Paying off the principal first AUTOMATICALLY reduces the interest.


Why This Works 100% of The Time

Again, this process hinges on being able to refinance your vehicle. This process works for three reasons:

	The refinance will always be for a lesser principal amount.

	Even if your interest rate doesn’t go down, your payments will.

	The new loan can be extended up to 84 months depending on who is refinancing the loan.


The key here is using math to our advantage. A loan of $12,000 at 19% will always cost more than a loan of $8,000 at 19%. A loan of $5,000 at 19% will always cost less than a loan of $8,000 at 19%. This is why you NEVER want to keep the same financing for the life of the loan. The original loan company will not adjust your monthly payment amount no matter how much you pay down the loan, unless you refinance with them.

Rinse and Repeat

By continuing to pay the original amount, the extra $223 will reduce your principal by an additional $2,676 per year. If you make all of your payments on time for 6 – 12 months, you can always apply for a refinance for the lower principal amount, even if it’s with a different company. The lower balance will result in lower payments by default, and even lower if you’re able to get a lower interest rate.

	Continue paying the original amount no matter how low your payment gets.

	The faster you pay off your car, the more money you’ll save in the long run.


The more money you can pay on the principal, the faster your loan gets paid down, the less interest you pay, and the higher your credit score goes. This method has the potential to shave a couple of years off of your vehicle loan payments. Let’s look at how this could work out.

	Refi #1: Reduces your payment by $223 / month which allows you to pay down your principal by an ADDITIONAL $2,676.


We’ll assume that with your normal payments your entire principal amount gets reduced by $3,500 bringing your balance to $8,500. Refinancing again for $8,500 might reduce your payments from $160 to $120.

	Refi #2: Reduces your payment by $40.00 / month which allows you to pay down your principal by an ADDITIONAL $3,156.


Working under the same assumption, we’ll round it to $3,700... leaving you a balance of $4,800. Actual results may vary, but you will definitely pay your vehicle off much faster than you would by not refinancing.

	Your interest savings WILL be in the THOUSANDS.

	You WILL shave a year or more off of the length of your loan.


The Hidden Savings

Up to this point we’ve been focusing the visible upfront savings, which satisfies our need to instant gratification. By paying down your vehicle by an additional $2,676 over a year, not only will you cut your monthly payments when you refinance the next year, but you will have saved yourself $508.00 in additional interest (calculated using the example of 19% APR). The following year you will save even more in interest.

	If you pay down the principal with your extra money, your total savings comes to $3,184.

	If you choose not to use the extra money to reduce your principal amount, it will cost you $508.00 in interest, bringing your actual savings to $2,168 for the year. 


To further put this into perspective, $508 in savings is the equivalent to the following scenarios:

	$50.00 phone bill free for 10 months.

	$250 cable / internet bill free for 2 months.

	$500 student loan payment free for 1 month.


Making good decisions on the front end often results in rewards on the back end. That’s why it’s important to always understand the numbers when it comes to principal and interest.

How Long of A Loan Should You Choose?

The math on this one is simple. The longer you stretch out the loan, the lower your monthly payments will be. The shorter the loan, the higher your monthly payments will be. The shorter the loan, the less additional money you have to apply directly to the principal. The longer the loan, the more money you have to apply directly to the principal. 

Credit Matters

It’s also important to understand how all of this will affect your credit. Each time you successfully refinance, you will receive an inquiry and your credit report will reflect a new paid off vehicle loan.

	Inquiries WILL lower your credit score slightly.

	Paid off vehicle loans MAY raise your credit score.


Every time you refinance, it will show that your previous loan has been paid off. Some companies won’t refinance under a certain amount of remaining principal, so the number of times you can do this will depend on how much your vehicle cost to begin with, and how much you’ve paid it down before refinancing. In the above example you’d end up with a total of 3 paid off vehicle loans showing on your credit report.

Using A Credit Card To Pay off Your Car

I do not

	Your car loan principal will no longer be attached to your car as collateral for the loan.

	If financial disaster happens, you won’t be at risk of losing your vehicle.







	Go out and celebrate.

	Enjoy your paid off vehicle.

	Enjoy your extra money.
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	Bank of America: 1-844-485-5448

	Chase: 1-800-336-6675

	Geico FCU: 1-800-542-7896

	Navy Federal: 1-888-503-7106

	State Farm: 1-877-734-2265

	U.S. Bank: 1-855-668-8232

	Wells Fargo: 1-800-559-3557
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