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Dear Illinois Consumer:

If you, like many people,

buy a new or used vehicle

and decide to finance

your purchase through the

dealership, you may end
up paying far more than necessary for the
loan — sometimes thousands of dollars
more!

Even though your credit history may
qualify you for a lower interest rate from
a lender, dealers often mark up interest
rates and pocket most of the profits.
Buyers are never told that the lender
actually approved financing at a lower
rate.

This practice effects 1 out of 4 buyers
who arrange their financing through the
dealer. And while these markups can
happen to anyone, they disproportionate-
ly effect minorities and women.

Please read this brochure to protect your-
self from becoming a victim of unfair and
discriminatory financing practices the
next time you purchase a vehicle.

Sincerely,
Lisa Madigan
[llinois Attorney General

WHAT IS THE PROBLEM?

Many car buyers in Illinois who finance
their new or used vehicles through auto
dealerships are unwitting victims of unfair
and discriminatory financing practices.

You might be paying more than you have
to for auto financing, as much as several
thousand dollars more. Even though you
qualify for a lower interest rate from the
lender, auto dealers increase the rate,
charging you more — without telling you.

The practice occurs when you arrange
financing through auto dealerships. Using
your credit report, the dealer contacts a
lender and obtains an interest rate - this is
known as the Buy Rate. This is the rate
at which you are approved for a loan based
solely on vour creditworthiness.

In many instances, the dealer then adds a
significant markup to the Buy Rate origi-
nally offered by the lender. The dealer
typically receives 70 to 75 percent of the
markup as a kick back from the lender.

When this happens, the car buyer is led to
believe he or she is getting the best rate,
based solely on credit history. But what’s
really happening is that the buyer is pay-
ing a higher interest rate arbitrarily decid-
ed by the dealership, instead of the rate
offered by the lender.

Because the law does not require that the
Buy Rate or the /hidden markup be disclosed
to the car buyer, dealers never provide this
information to the consumer.
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