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Part I – Car Details



a. “What I Chose”
For the car I am “buying,” the make is a Mazda. It is produced by Mazda Motor Corporation, the Japanese automaker headquartered in Hiroshima, Japan. Mazdas sold in the U.S. are domestically produced at a plant in Flat Rock, Michigan, and production is controlled by Mazda North American Operations, the North American distributor for, and division of, Mazda Motor Corporation.


The car belongs to the line of the Mazda6 (also called the Mazda Atenza), a midsize car. Seen above,
 this model is the four-cylinder version of what is formally referred to as the 2006 Mazda6 i Sports Sedan.


The color of the car is an iridescent blue. Mazda’s name for this particular paint color is Lapis Blue Metallic.
 It was named after the lapis lazuli, a semiprecious stone that is usually rich azure blue.

The EPA’s MPG rating for this particular model is 24 (city) / 31 (highway).

b. “What I Am Paying for the Car”

I used the Manufacturer’s Suggested Retail Price (as provided by MazdaUSA.com) to represent what I expect would be an average asking price. The site’s interactive “Build a Vehicle” page allowed me to determine a precise price that would take into account the various other costs associated with buying a car.

I began by choosing the abovementioned model, whose Base MSRP is $19,110. A destination fee of $560 was added (by default) to the price. The 5-speed automatic transmission added $900 to the cost.

The options I felt would be practical totaled $775: The side air bags and side curtains cost $500, the compass/autodim (rear-view) mirror cost $175, the floor mats cost $60, and the cargo net cost $40.

The total taxable amount (Total MSRP) is $19,110 + $900 + $560 + $ 775 = $21,345.
Illinois sales tax, at 6.75%, adds $1440.79 (figured as $21,345 x 0.0675).

The Illinois Secretary of State’s Web site mentions a non-taxable fee of $80 for Title and Transfer.
 The Wilkins Buick-Mazda dealership in Villa Park charges a documentation fee, also non-taxable, of $52.
In total, the price is $21,345 + $1440.79 + $80 + $52 = $22,917.79.
Part II – Financing the Car

a. “From a Local Source”

I chose Bank of America, which has a Wheaton branch a few miles from home, for the local source. The Web site includes an auto-loans page that includes a small “Rates” chart. It indicates percentages for three timeframes: “Up to 36 Months,” “37-60 Months” and “61-72 Months.” APRs for new-car loans are 5.70%, 5.95% and 6.99%, respectively.

To calculate the monthly payment and total payment for a loan (for example, a 3-year loan), I began with the loan-payment formula. Seen below and to the left is the actual formula. Seen below and to the right is the formula after the numbers have been placed. $22,917.79 is the premium (P). 0.057 is the decimal form of 5.7% (APR). 12 is the number of payment periods per year (n). 3 is the number of years (Y).
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Below left is the next step in the execution of the formula, with some of the computations worked in. Below right is the final calculation necessary for the monthly payment to be determined.
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When the final division is worked out, the monthly payment comes to $694.09/month. The formula for the total payment is amount x periods x years. The total payment comes to $694.09 x 12 x 3 = $24,987.24.
$24,987.24 – $22,917.79 = $2069.45 is how much I would pay in interest.

The table below indicates the monthly payment, total payment and amount paid in interest for each of the three loan options (3-, 4- and 5-year plans) as offered by Bank of America.
	LOAN TYPE

(from BOA)
	MONTHLY PAYMENT
	TOTAL
PAYMENT
	AMT. OF INTEREST

	3-Year (5.7% APR)
	$649.09
	$24,987.24
	$2069.45

	4-Year (5.95% APR)
	$537.70
	$25,809.60
	$2891.81

	5-Year (5.95% APR)
	$442.53
	$26,551.80
	$3634.01



b. “From a Second Source”

For the second source, I chose another local financial institution, the DuPage Credit Union. It is located in Geneva. The Web site includes a page that lists rates for “High Octane – New & Used” vehicles.
The “Vehicle Loan Rates” page includes a chart that indicates percentages for three timeframes:
“up to 36 months,” “up to 60 months” and “up to 72 months.” The APRs for new-car loans are 6.29%, 6.59% and 7.59%, respectively. Another financing option, called “Ultimate” (with a 5.59% APR), is available for terms of up to 60 months; however, this option is reserved for financing of $25,000 and more.
 (Because the price is less than $25,000, the Mazda6 is not eligible for the “Ultimate” financing option.)
I will again show a sample calculation (for a 3-year loan), but the explanation will be terse. Below left is the actual formula. Below right is the formula with the numbers in place. $22,917.79 remains the premium. 0.0629 is the decimal form of 6.29%. 12 is the number of payment periods. 3 is the number of years.
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Below left is the next step in the execution of the formula, with some of the computations worked in. Below right is the final calculation necessary for the monthly payment to be determined.
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When the final division is worked out, the monthly payment comes to $700.22/month.
The formula for the total payment is amount x periods x years. The total payment is $700.22 x 12 x 3 = $25,207.92. Additionally, $25,207.92 – $22,917.79 = $2290.13 is how much I would pay in interest.

The table on the following page indicates the monthly payment, total payment and amount paid in interest for each of the three loan options (3-, 4- and 5-year plans) as offered by the DuPage Credit Union.

	LOAN TYPE

(from DPCU)
	MONTHLY PAYMENT
	TOTAL
PAYMENT
	AMT. OF INTEREST

	3-Year (6.29% APR)
	$700.22
	$25,207.92
	$2290.13

	4-Year (6.59% APR)
	$544.45
	$26,133.60
	$3215.81

	5-Year (6.59% APR)
	$449.38
	$26,962.80
	$4045.01


The chart below is a side-by-side comparison of Bank of America and DuPage Credit Union in terms of the monthly payments under each plan.
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The chart below is a side-by-side comparison of Bank of America and DuPage Credit Union in terms of the total payment under each plan.
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Keeping in mind that the monthly payment should be about 8% of my annual income, I determined how much my job should pay to accommodate a 5-year payment plan. I approached the matter as follows:

- The annual total of my monthly payments equals 8% of my annual income.
- Therefore, one-eighth (12.5%) of my annual total equals 1% of my income.

- Multiplying that number by 100 equals 100% of my income.

The monthly payments for Bank of America’s 5-year plan:


- Monthly payments for one year total $5310.36 ($442.53/month x 12).
- One-eighth (12.5%) of that figure, and 1% of my income, is $663.80.
- 100 times that number yields 100% of the annual income, $66,380.

- 8% of $66,380 = $5,310.40, which does equal the sum of my monthly payments per year.

The monthly payments for DuPage Credit Union’s 5-year plan:


- Monthly payments for one year total $5392.56 ($449.38/month x 12).


- One-eighth of that number is $674.07.


- 100 times that equals an annual income of $67,407.


- 8% of $67,407 = $5392.56, which does equal the sum of my monthly payments per year.
Part III – Additional Car Expenditures

If I make 22 round trips to work (15 miles each way) in a month, then I drive a total of
22 x 15 x 2 = 660 miles. The car’s city MPG rating is 24. In the course of driving 660 miles in a car that gets 24 MPG, I will use 27.5 gallons of gas (660 / 24). Gas costs $2.75/gallon, meaning I can expect to spend $75.63 ($2.75 x 27.5) on gas each month.

Lastly, if I add in $150/month for insurance and $35/month for maintenance – while paying for the car under the 5-year loan plan – I can expect an additional $185/month. Using the Bank of America plan, I will pay $627.53 ($185 + $442.53) as the total cost to own and operate the car per month.

Using the DuPage Credit Union plan, I will pay $634.38 ($185 + $449.38) as the total cost to own and operate the car per month.
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