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Introduction
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I am the co-author and good friend of a man who has been in the car business for the past 25 years.  (If anyone found out his name, he would immediately be ostracized in the car business.)  He's revealed secrets to me about buying a used car that few people outside of the business know.  He has witnessed a multitude of buyers paying too much for used cars or ending up with cars they really didn't want.  He is certain that after you read this powerful booklet you will avoid these and many other pitfalls.  You will save hundreds, maybe thousands of dollars, on the purchase of a used car.  How is this possible?  By thinking this simple formula:  Knowledge + Confidence = Savings.
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1. Your Budget
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Most people who finance a used car focus on the down payment and monthly payment.  Most financial institutions require at least 10% down.  You must then decide the highest monthly payment you can absorb, plus the length of the loan, whether it should be a 24, 36, 48 or 60 month loan.

Once you have your numbers set, contact a few banks to find out the best interest rate available.  You may be able to find this information in the business section of your local newspaper or on the Internet.  The best interest rate, however, is usually obtained through a credit union.  If you belong to a credit union, check with them first.  If you don't belong to one, join by opening a checking account.

Once you've established a budget and have a letter of loan approval from your bank or credit union, you're now ready to set out on the interesting and exciting adventure of buying a used car without getting ripped off.
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2. Four Ways to Buy a Used Car
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1. Used Car Department at a New Car Dealership

The primary benefit of buying from a new car dealership is that it gives thorough service checkups to all used cars.  A dealership is also required by law to do a safety check on brakes, tires, and lights.  They must also do a smog check.

Most dealerships keep the best trade-ins because they have a reputation to protect.  If a dealership has a vehicle that requires extensive repairs, it is usually sold wholesale to a used car lot or taken to an auto auction.  Many used cars at dealerships come with a 30-day limited warranty, or you can purchase an extended service warranty from them on any car that has less than 100,000 miles on it.  Furthermore, dealerships can assist you in financing a car if you don't want to do it through a bank or credit union.

One disadvantage of buying from new car dealerships is that they pay a bit more for trade-ins.  Because of this, you can expect to pay a little more for a good used car at dealerships than from used car lots or private parties.
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2. Used Car Lot

One advantage of buying from a used car lot is that its reconditioning expense is less than a dealership’s expense.  A used car lot, like a dealership, offers service warranties and can assist you with financing. 

One disadvantage of buying from used car lots is that many of their trade-ins are older cars with high mileage.  They rarely get the large number of great trade-ins that dealerships get.  Another disadvantage is that many of their newer cars are bought from dealerships and auto auctions, or through wholesalers.

A new car dealership will sell some of its trade-ins to a used car lot or take them to an auto auction if they feel that the reconditioning cost is more than they want to spend.  Cars that are not mechanically sound are sometimes sold at auto auctions or to wholesalers.  A wholesaler is a person who buys used cars and either sells them himself, resells them to other dealerships, sells them to used car lots, or disposes of them at auto auctions.  From time to time, used car lots and dealerships buy cars from auctions.  But dealerships go to many closed auctions where cars are sold only to the same brand-name dealer, for instance a Dodge only auction for Dodge lease returns.

An astute used car buyer will ask for proof that a car has been traded in and not bought from an open auction or a wholesaler.  Just ask the seller to show you a “Release of Liability Form” or a “Transfer Form.” This will disclose who the previous owner was.  If the seller states that this information is private, tell him to cover up the address and show you only the previous owner’s name.  If the car was bought at an auction, or the previous owner was a wholesaler, the form will say so.  If the seller still won’t show you the "Transfer Form," the car was probably not a trade-in.  If the seller shows you the form, check the date the vehicle was purchased.  Always ask to see the CARFAX—this will show you who the previous owner or owners were.  The longer a seller has a car in stock, he'll be more aggressive in selling it.  If he has a car in stock for more than 45 days, it's possible he may sell it for almost the same price he paid for it.
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3. Private Party

It’s easier to negotiate with a private party than a professional car salesperson.  If you're lucky, you may find a private party who needs to sell a car in a hurry.  This usually translates into a fabulous deal.

There are, however, two drawbacks when buying from a private party.  One, you can’t finance a car from them.  Two, if you purchase a car that breaks down, you have virtually no recourse unless it’s stipulated in an agreement that if any major problem arises within thirty days you will get your money back.

A word of warning:  always have an mechanic check out the car before consummating a deal.
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4. Rental Car Company

Rental cars are maintained at regular intervals and are priced competitively.  Unfortunately, a rental car is driven by scores of people who could care less how a car is treated.
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3. How to Sell Your Current Car
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Retail

As you may already know, you will always get more money for your car if you sell it retail or privately.  Deciding on a selling price is quite subjective.  You can go online or scan newspapers to get an idea of what comparable cars in your area are selling for.  Or you can use "the suggested retail value" that you can find online in the Kelley Blue Book or NADA Guide.
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Wholesale

Selling your car wholesale means to sell it to a dealership, used car lot, or to negotiate a trade-in for it.  It is much easier to do this as long as you understand that you are accepting a wholesale price and not a retail price.

	[image: ]
	 	[image: ]


[image: ]

4. Selecting the Right Car


[image: ]


When you find a car you like, it is imperative that you inspect its condition.  Again, always ask for a CARFAX.  Although there is no guarantee of accuracy, it's the best form of written acknowledgement.  Here is what you should look for:
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Paint

See if the paint on the fenders, trunk lid, or hood is mismatched in any way.  Examine the edges of the windshield, windows, or bumpers for excess paint residue.  Open the doors and look in the jambs for any paint difference.  If the paint is mismatched, the car was probably in an accident. 
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Tires

If the outside tread of the tires is worn, the car may have been driven with the suspension out of alignment.  If the middle tread is worn, the car may have been driven with over-inflated tires.  If both sides of the tires are worn, either the tires were under-inflated or the previous owner may have taken the turns too harshly.  Tires are a safety feature on a used car.  If they are not safe, the seller must replace them.
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Windshield

Look at the windshield for cracks or small stars.  If there is any damage where the wipers touch the glass, you should insist on a new windshield—that is, if you're buying from a dealership, used car lot or a rental car company.  Windows, like lights, tires and brakes, are safety features.
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Power Options

Check all the power options—windows, locks, mirrors and possibly a sunroof.  They can lead to costly repairs if they are not working smoothly.
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Service

If you're interested in a car that has approximately 30,000, 60,000 or 90,000 miles on it, it should be serviced by the seller before you buy it.  Servicing means a tune up, oil change, rotation of tires, and having the hoses and belts checked.
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Engine

The heart of every car is the engine.  To find out how much life is left in it, you need to do a compression check.  One quick way to check the compression on an automatic transmission is to give the car some gas while in gear, making sure your foot is firmly on the brake.  Let your foot off the gas to see if the idle drops or the car stalls.  If either happens, then the idle needs an adjustment or the car has a serious engine problem.
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Oil

Open the hood and take out the oil dipstick.  If the oil is clear, there is probably nothing wrong.  If the oil looks murky, it's possible that water is mixed in with it, and this can lead to future expenses.  If you find small particles in the oil, this means the pistons may be wearing out.
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Transmission

While the hood is up, check the transmission dipstick for metal particles.  If you see any particles, it's a symptom that the transmission wearing out.

––––––––
[image: ]


Timing Belt

If a car has between 60,000 and 90,000 miles on it, inspect the timing belt to see if it has been replaced with a new one.
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Registration

Always check the registration
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