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If you buy a car without a down payment, new or used, you’re going to be upside-down as soon as 
you leave the lot. Now it really won’t matter if you’re upside-down as long as the car isn’t totaled. If 
it is you’ll be making payments on a car you can’t drive or may not even have. (If your insurance 
company totals the car, they’ll take what’s left and sell it to recover their money)  
 
Now let’s say you bought a new car for $20,000 no down payment, as soon as you leave the lot, 
you’re going to lose between 15 and 25% of its value right away, so now you’re upside down by 
3,000 to 5,000. Do you have the money to pay the bank off if you’re unlucky enough to total it?  
 
Really, if you don’t have a down payment of 15% or so you can’t afford the car. 
 
If you really want to keep out of trouble here’s a few simple rules: 
First: put down at least 15% down. Notice I said at least, if you can pay cash for the car, do it. 

Second: Finance no longer than three years for a used car, four for a new. If you have to go out 
farther than that you can’t afford it. Go shorter if you can. 

Third: Keep your car a long time, and keep making payments after the car is payoff. Just put the 
money in a savings account. 
 
If you keep your car for say eight years, and you finance for four and save for four, you can pay 
CASH for your next car, and in another eight years, you can buy a car that is twice as expensive as 
your first car and pay cash for it or you could buy new every four years and pay cash. The 
dealership will hate you because they make a lot of money when you finance a car. 
 
Also once the car is old enough, you won’t need collision insurance, so you’ll be putting even more 
money in the bank. I drop collision after the car is worth less the 5,000, but you’ll need to decide 
when to drop it. 
 
And, yes I’m aware that you can get insurance that will cover the difference between what the car 
is worth and what you owe on it, but insurance companies are in business to make money, who do 
you think comes out ahead on that deal? 
 
I have bought ONE new car in my life, financed for three years, thank you. It wasn’t the nicest car 
on the lot and I kept it 11 years until it died. (It dropped a valve and ruined the engine, otherwise 
I’d still be driving it..) Every other car I bought after that was used; I let someone else take the hit 
on depreciation. Have the car or truck checked out by someone you trust before you buy. 
 
Too many people are payment shoppers, and car companies know it. I recently saw where you 
could finance a car for 10 years! If you have to go that far out to buy a car, you can’t afford it.  
 
The other big problem with being upside down is that if you trade the car off before you are right 
side up; you start out in even a deeper hole.  
 



So buy what you can afford, who cares if your friends have a nicer car? After all in a few years when 
they are struggling with car payments, and house payments or rent, you’ll only have a house 
payment or rent to deal with. Trust me, the fewer payments you have the better off you are.  
 
By the way I keep my cars until they are no longer reliable, then I get rid of them. So I tend to keep 
my cars at least 10 years. That makes the car about 15 years old before I get rid of it. 

Source(s): Been there, been stupid 

 


