Teaching a Child
Financial Lessons
Through Their
First Car Purchase

& Where to Start:

e Set a budget: Determine a realistic
budget that covers both the car's
purchase price and ongoing expenses,
such as insurance, gas, and maintenance.

* Discuss financial expectations: Clearly
outline who will be responsible for the
ongoing costs and how contributions
toward the purchase will be handled.

e Consider insurance: Prepare for
potentially high insurance costs for teen
drivers. Look into options to reduce
premiums, such as good student
discounts and driver-training courses.

e Assess driving experience: Evaluate
your teen’s driving skills and maturity
level. Choose a car that is safe and
manageable for a new driver.

e Parent-Teen Communication: Establish
open communication regarding driving
rules and responsibilities. Consider using
a driving contract to set clear guidelines
and explore technology to monitor
driving habits.
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Parent Tips:

@ Be open about the financial
implications of car ownership and
involve your teen in decision-making.

@ Consider co-signing a loan to help
them establish credit, even if you plan
to make the payments for them.

@ Encourage saving for a down
payment and highlight the long-term
benefits of responsible ownership.
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% Key Financial Lessons:

Budgeting and Saving: Teens can learn
how to create a budget that includes the
car purchase price and ongoing
expenses. Saving for a down payment
helps them understand the value of
delaying gratification and the benefits of
accumulating wealth over time.
Research and Comparison: Encourage
researching different car options and
comparing prices and loan terms to
make informed decisions.

Negotiation and Decision-Making:
Teach negotiation skills for car pricing
and loan terms, while stressing the
importance of considering personal
financial needs.

e Understanding Loan Terms: Explain
interest rates, loan duration, and the
implications of borrowing, including
potential consequences of defaulting.

e Considering Ongoing Costs: Be
transparent about expenses such as
insurance, gas, and maintenance to
help your teen understand the true
cost of ownership.

e Borrowing Responsibly: Discuss the
importance of responsible borrowing
and timely payments, as well as the
potential consequences of debt.

By getting teens involved
in the car buying process,

they learn the ropes of
responsible decision-making
and budgeting.
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