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Average Amount Borrowed.  This is the average amount borrowed over the life of the loan. In leasing, it is the (Net capitalized cost + residual)/2.  

Average Monthly Interest Rates.  This is the Annual Percentage Rate (APR) divided by 12.

Capitalized cost reduction: Any reductions in capitalized cost, such as rebates, down payment, dealer incentives, trade-in, etc.

Capitalized cost: The cost to which you agree or negotiate when purchasing a vehicle.

Interest or finance costs.  This is the average amount borrowed times the monthly interest rate. In calculation form, it is the (Net capitalized cost + residual value) / 2 times your average interest rates which is the APR/12.

Lease cost: The total cost of a vehicle’s lease. It has three parts:

1. Usage (also called depreciation): The amount of the value of the vehicle that is used over the lease life. (Net capitalized cost – residual value).

2. Interest (also called finance costs): The average amount borrowed times the monthly interest rate. (Net capitalized cost + residual value) / 2*average interest rates : APR/12.

3. Taxes (also called government costs): (Usage + Interest)*tax rate.

Lease term: The number of months the vehicle is leased.

Lease:  A contractual arrangement calling for the lessee (user) to pay the lessor (owner) for the use of an asset.

Money factor: A way of expressing interest rates, calculated by taking the APR and dividing it by 24.

MSRP: The price the manufacturer hopes to get for the sale of a product.

Net capitalized cost (also called adjusted capitalized cost): The final amount paid. Found by taking the capitalized cost and subtracting capitalized cost reduction.

Residual value: Expected value of a vehicle at term end. Often used as purchase price after a lease has ended.

Taxes (also called government costs).  It is the tax on the usage and interest in a lease.  It is calculated as (Usage + Interest) times your tax rate.

Usage (also called depreciation).  This is the amount of the value of the vehicle that is used over the lease life.  It is calculated at the Net capitalized cost – residual value.

