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Topic: Automobile Purchase


Subject Connections: Math, English Language Arts


Time Required: 70 minutes (excluding Extended Exploration activities)


Learning Objectives: 


Students will be able to…


Research and identify secured and unsecured installment loans 


Calculate how much car to afford 


Evaluate long-term costs associated with buying a car, including insurance and maintenance


Explain the difference between leasing and purchasing


Supplies: 


Projector (for teacher presentation slides)


Access to the Internet (optional)


Preparation: 


Make copies of student handouts


Set up projector with presentation slides


Student Handouts:�(found in Student Guide)


Cash, Loans, and Leases 


It’s Time to Finance!


It’s Time to Lease! 


Car Comparison











Teacher Presentation Slides:


Reality Check (2)


True Cost of Cars


Secure or Unsecured? 


Essential Questions:


What transportation needs do I have? 


What are my transportation options? 


How do I know whether I can afford �a car?


How long do I want to have car payments?


Assessment Activities:


PRE-ASSESSMENT:


Reality Check activity


POST-ASSESSMENT:


Cash, Loans, and Leases handout


It’s Time to Finance! activity


It’s Time to Lease! activity


Car Comparison handout


Wants Versus Needs activity


Money Smart Portfolio:


Car Comparison handout


Instruction Steps							


Warm Up 


Reality Check  [10 minutes] 


Open the lesson by engaging students in the concept of decisions we must weigh when making a purchase, whether it is a large purchase like buying a car or an everyday purchase like buying groceries. Display the first Reality Check slide and tell students a fictional story about how you dreamed of buying the expensive, fancy car shown on the slide your whole life. Embellish the “want” and “desire” for the luxury vehicle, and convey the longing and pining for such a beautiful ride, including all of the superior features, speed capabilities, and image appeal. Next, tell students that, after all the years of dreaming and hoping, you were finally able to buy the car!


MONEY SMART TIP!


The Reality Check activity can be replaced with any number of items if you prefer �to tell a personal narrative rather than a fictional story. For example: you could apply �the same warm up by using a designer purse or pair of shoes, a new computer, �or a long vacation as the “luxury” item instead of a car.  


After giving students a few seconds to respond in surprise and pleasure that you accomplished such a dream, show students the second Reality Check slide (a toy car similar to the “dream” car), and say, “See, here it is! I bought it!” Students will likely respond with laughter when they realize the “reality check.” Use this moment as a springboard to explain that, even though you really wanted the “fancy” car, your financial reality told a different story, and that the toy car option was what your budget �could afford.


Guided Exploration


Car Loans  [20 minutes]


Ask students what steps they would take if they were interested in buying a car. What questions would they need answered before making a decision? Display the True Cost of Cars slide and review the questions together as a class. Use the questions to help students see the full landscape of the decision-making process that goes into making such a large purchase and explain that, by thinking through all of the questions, you become an informed buyer, which means you are able to make more financially savvy decisions.  


Next, ask students how someone might pay for a car. Explain that one option is an installment loan, where you borrow a set amount of money and repay it in fixed monthly payments, or installments, for a specific period of time. Remind students that installment loans are different from open-end credit like credit cards.


Display the Secure or Unsecured? slide and explain to students the differences between the two types of loans.


A secured installment loan is one in which you offer collateral for the loan. You must give up the collateral to the lender if the loan is not paid back as agreed. The interest rates for secured installment loans are comparatively lower than unsecured loans. A car loan is an example of a secured installment loan.


An unsecured installment loan is a loan that is not secured by collateral. An example of an unsecured installment loan is a student loan or credit card.


Grade-Level Modifications: 


Beginner: Spend time connecting back to Lesson 7, Capacity, Character, Collateral, Capital, and review with students the concept of collateral. Remind students that giving the lender collateral means that you pledge an asset (for example: your car) to the lender with the agreement that the lender can take it to help repay the loan if you do not make payments �as agreed.


Advanced: Expand the discussion on installment loans to include:


Annual percentage rates (APR): The cost of borrowing money (expressed as a percentage rate) on a yearly basis. When shopping for the best loan rates, compare the APRs rather than the interest rates, because APRs reflect both the interest you are charged and any fees. This is the single most important tool to use when comparing loan offers and advertisements.


Fixed-rate loans: A loan that has an interest rate that stays the same throughout the term of the loan. Most installment loans have fixed rates. 


Variable-rate loans: A loan that has an interest rate that might change during any period of the loan, as written in the loan agreement or contract.


Finance charges: The dollar amount the loan will cost, including: interest, service charges, and loan fees.


Explain that, whereas some people choose to purchase a car through a secured installment loan, there are other options for financing, including saving up enough cash to purchase the car in full, or leasing a vehicle.


Distribute the Cash, Loans, and Leases handout and review the advantages and disadvantages for each option. Ask students to reflect on why it is important to understand all of your options. Ask students: If you were going to purchase a car, which option do you think you would use, and why?








Independent ExploratioN


Note: These activities are more independent than the Guided Exploration activities and may be used as homework assignments, collaborative group work, or independent study.	


It’s Time to Buy!  [35 minutes]


Distribute the It’s Time to Finance! and the It’s Time to Lease! handouts. You will need volunteers to play a narrator, a car salesman, a young adult, and a parent in each of the skits. Ask for volunteers to act out each of the skits.


Grade-Level Modifications: 


Beginner: Have students read the scripts individually and then regroup for a class discussion about the two different scenarios.


Advanced: Challenge students to come up with their own car, buying and leasing skits and present them to the class by having students work in small groups to write and perform an example of a car, buying experience for financing and leasing a vehicle.


When students are finished performing the skits, briefly discuss each scenario. Ask students: When you are purchasing a car, what questions should you think about ahead of time? What factors should be considered when leasing? Remind students that it is important to think about loan terms, interest rates, monthly payments, and costs associated with owning a car, as well as how long a lease term is for, mileage limitations, and purchase price when a lease expires. Additionally, if students are unfamiliar with the concept of cosigning, explain that it is when someone other than the borrower (like a parent or relative) agrees to be responsible for loan payments if the borrower fails to make them.


Next, tell students that they will get an opportunity to put their car-buying skills to the test by researching and assessing different vehicle choices. Distribute the Car Comparison handout and allow students time to complete the activity. 


Invite volunteers to share their research with the class and discuss the different research components that go into the car-buying process.





Wrap Up 									


Needs Versus Wants  [5 minutes]


Ask students to reflect in a written response or brief discussion what their transportation needs are and whether buying a car now or in the future is the right choice for them. Engage students in reflecting on what goes into the decision making process when it comes to buying a large item like a car.


extended exploration 	


Note: Use the following ideas to extend financial literacy concepts throughout the school year within core content areas through English Language Arts, Math, Social Studies and Economics, and Technology activities, projects, and discussions. Duration of activities will vary.


English Language Arts


Writing Prompts: 


Is it wiser to buy a new, used, or leased car? Why do you think this is the best approach? Argue your position. 


Write a brief paragraph about the car-buying experience from each of the following different perspectives: the salesman, the buyer, and the car!


Suggested Readings: 


Tips for Buying a Car by CNN: Read advice on how to approach the car-buying process. � HYPERLINK "http://money.cnn.com/magazines/moneymag/money101/lesson17/" �http://money.cnn.com/magazines/moneymag/money101/lesson17/� 


Confessions of a Car Salesman by Popular Mechanics: An insider’s look at how car salesmen operate, providing useful tips for car buyers. � HYPERLINK "http://www.popularmechanics.com/cars/news/industry/confessions-of-a-car-salesman-5681350" �http://www.popularmechanics.com/cars/news/industry/confessions-of-a-car-salesman-5681350�


Mathematics


Activity/Project Ideas: 


Have students calculate the cost of a loan by comparing a vehicle’s price if they paid �cash in full at the time of purchase versus getting a loan with interest spread out over time. Give students multiple loan terms to compare, such as 36, 60, or 72 months, and different APRs to factor in.


Have students research the purpose of an amortization schedule for a car loan and related online resources such as amortization calculators. For a more advanced �activity, challenge students to create their own amortization schedule for a car loan. �For example: students may create an amortization schedule by using online �calculators (http://MyAmortizationChart.com) or spreadsheet software templates at � HYPERLINK "http://office.microsoft.com/en-us/templates/loan-amortization-schedule-TC010073881.aspx" �http://office.microsoft.com/en-us/templates/loan-amortization-schedule-TC010073881.aspx�. 


Social Studies and Economics


Discussion Topics:


Engage students in a discussion about the changes in supply and market price for new cars under different circumstances, such as the cost of labor increasing or the number of car manufacturers decreasing.


Explore with students how advancements in manufacturing technologies, such as hybrid, robotics, and driverless cars, have impacted and will continue to affect the marketplace.


Technology


Online Resources: 


Buying and Owning a Car by the Federal Trade Commission: A comprehensive car-buying source that includes information on buying, leasing, negotiating prices, how to maximize gas efficiency, and more. � HYPERLINK "http://www.consumer.ftc.gov/topics/buying-owning-car" �http://www.consumer.ftc.gov/topics/buying-owning-car� 


Auto Loan Calculator: An online calculator that calculates monthly payments for auto loans. � HYPERLINK "http://www.cars.com/go/advice/financing/calc/loanCalc.jsp?mode=full" �http://www.cars.com/go/advice/financing/calc/loanCalc.jsp?mode=full� 


Activity/Project Ideas: 


Challenge students to create an amortization schedule for a car loan using a spreadsheet software (� HYPERLINK "http://office.microsoft.com/en-us/templates/loan-amortization-schedule-TC010073881.aspx" �http://office.microsoft.com/en-us/templates/loan-amortization-schedule-TC010073881.aspx�) or online calculator at http://MyAmortizationChart.com.


Have students research multiple informational car websites and assess the credibility of the information they discover. Discuss how to navigate websites to know whether or not a site is delivering quality and informative information versus simply aiming to sell you something.





Answer Key	129


Glossary with key vocabulary	146


National Education Standards	155





Lesson Overview 


Buying a car is one of the first and most significantly large purchases young people make. Students will use their compounding knowledge to make sensible purchasing decisions in assessing how much car they can afford, issues of maintenance and insurance, and evaluating whether financing options such as loans and leases are appropriate to their situations.
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