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Make smart shopping decisions, know your rights, and solve problems when you shop or donate to charity.
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            When trying to get a product fixed, you might find yourself in a fix. That’s why the FTC wants to hear what happened if you recently tried to get a product repaired.
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Learn about getting and using credit, borrowing money, and managing debt.


View Credit, Loans, and Debt



      




  




  


  
    
          Video

        
    

  
  
  
    
  




  


      

    
          
        
  
    
        
    

  
  
  
    


    
          Topics



      




  




  


            
  Topics

  

        
        	
        Credit and Debt
              
	
        Loans and Mortgages
              


    


  

      

    
          
        

  
    
      
            
              

  
    
        
          
        Consumer Alerts
      


            
          
            

  
   
Paycheck Protection Program lender pays the price for lying about loan processing times


        


    
          March 18, 2024


      






    
          Colleen Tressler

      






    
            Delays in processing loans needed by small businesses in an emergency — like the pandemic — can leave them struggling to stay open. And deceiving consumers about these delays violates the law. The FTC says that's what happened when small businesses applied for emergency Paycheck Protection Program loans from Biz2Credit Inc.
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          Jobs and Making Money


What to know when you're looking for a job or more education, or considering a money-making opportunity or investment.
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            Getting hired might feel like the ultimate high. But finding out it was just a scammer trying to steal your money will bring you — and your bank balance — right back down. Many college students look for virtual jobs they can do while going to school, but if a new employer mails your first paycheck before you even start working, that’s your cue to stop — it’s a scam.
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What to do about unwanted calls, emails, and text messages that can be annoying, might be illegal, and are probably scams.


View Unwanted Calls, Emails, and Texts
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Fake shipping notification emails and text messages: What you need to know this holiday season
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            When you order something online, you might get several emails or text messages about your order: Confirming your order. Telling you it shipped. Saying it's out for delivery. Notifying you about delivery. Did you know that scammers send fake package shipment and delivery notifications to try to steal people's personal information — not just at the holidays, but all year long? Here's what you need to know to protect yourself from these scams.
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          Identity Theft and Online Security


How to protect your personal information and privacy, stay safe online, and help your kids do the same.


View Identity Theft and Online Security
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Some car dealers advertise that, when you trade in your car to buy another one, they’ll pay off the balance of your loan. No matter how much you owe. But what if you owe more than the car is worth? That’s called “negative equity,” and the dealer’s promises to pay off your loan may be misleading. Learn how negative equity works and how to deal with it.





	What is Negative Equity?
	How Negative Equity Works With a Trade-In
	Dealing with Negative Equity
	Report a Problem





[bookmark: Definition]What is Negative Equity?


With rare exceptions, the older a car gets, the less it’s worth. And accidents, repairs, or other damage can further reduce its value. So, if you borrowed money to buy a car, it’s possible you owe more on your car loan than the car is worth. When that happens, you have “negative equity” in the car.


[bookmark: How]How Negative Equity Works With a Trade-In


Some car dealers say you won’t be responsible for the remaining balance on your old car loan when you trade in your old car. But that might not be true. Instead, some dealers just roll over the negative equity into your new car loan, so you still end up paying it.


Example


Say you want to trade in your car for a newer model.


Your old car is worth $15,000. You still owe $18,000 on your car loan.


That means you have $3,000 in negative equity. To trade in your car, you have to pay that $3,000.


Some dealers will promise to pay the $3,000 off themselves — but they’ll really pass the cost on to you.


They might add the $3,000 to your new car loan, take $3,000 from your down payment, or both.


The problem? Now you’ll have a bigger loan, and you’ll have to pay interest on that $3,000 plus the cost of your new car.


If a car dealer told you they would pay off your car themselves, but they really rolled the cost into a loan, that’s illegal. Report it to the FTC.


How to tell if your negative equity is part of your new car loan


Before you sign a financing contract, the dealer must give you certain disclosures about the cost of that credit. Read them. Look for details about the downpayment and the amount financed on the installment contract. You might have to do the math to understand how the dealer is handling your negative equity. Be sure you know before you sign the contract. Otherwise, you may wind up paying a lot more than you expect.


[bookmark: Dealing]Dealing with Negative Equity


If you think your trade in has negative equity, find out what your current vehicle is worth before you negotiate the purchase of a new car. Check the National Automobile Dealers Association’s (NADA) Guides, Edmunds, and Kelley Blue Book. If you have negative equity in a car, consider these options:


	Wait to buy another car until you have positive equity in the one you’re still paying for. For example, consider paying down your loan faster by making additional, principal-only payments.
	Sell your car yourself. You might get more for it than what a dealer says it’s worth.
	Ask the dealer how they’ll handle negative equity if you decide to go ahead with a trade-in. Read the contract carefully. Make sure any oral promises are included. Don’t sign the contract until you understand all the terms and the amount of your monthly payment — and what’s included.
	Negotiate your new loan for the shortest amount of time you can afford, especially if the negative equity amount is rolled into the new loan. The longer your loan term, the longer it will take to reach positive equity in your new car — and the more you’ll pay in interest.



[bookmark: Report]Report a Problem


Report problems with dealer advertising and sales and finance contracts to


	the Federal Trade Commission at ReportFraud.ftc.gov
	your state attorney general



Check out other FTC articles about buying and owning a car.
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