
A new luxury car has caught your eye—and you have cash on hand to buy it. But you want to be smart about 
your finances too—putting your money into a depreciating asset may not be the wisest move right now. 
Financing your purchase is always an option, but shopping around from one dealer to another to negotiate the 
best price, the value of your trade-in and the myriad of financing options can be such a hassle. 

Another option to explore is leasing the car of your dreams to 
fit your unique cashflow, monthly payment, mileage and down 
payment considerations. 

There’s no perfect answer to the question of whether you 
should buy or lease a new car—there are pros and cons to 
both alternatives. Before you decide, let’s look at some factors 
that should enter your decision.

COULD BUYING BE THE RIGHT MOVE FOR YOU?

If you decide to purchase a new car, the following points 
highlight the upside. You can:

   Modify or customize the vehicle with all the features 
you want.

   Pay cash and eliminate a monthly expense from your 
budget or, if you finance, pay off your car loan at your own pace. 

   Drive as many miles as you want and go wherever the road takes you.

   Own the car for as long as you wish; no worries about wear and tear to the vehicle. 

   Sell the car for cash whenever you decide or trade it in on your next car.

Here are a few of the downsides of buying:

   If you are financing your new vehicle, it typically requires a larger down payment and monthly 
commitment because you are paying the loan off, not just paying down to the end of lease value. 

   Car depreciates in value when you drive it off the lot.

   Maintenance and repair costs are your responsibility once the warranty expires. 

   Over the long haul, more of your cash could be tied up in your car than what it’s worth. 

   When you decide to get rid of your vehicle, you’ll have to hassle with all the issues associated with selling 
or trading your car. 
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BUYING VS. LEASING: WHICH IS BETTER 
FOR YOU?
According to Cox Automotive, nine million 
new vehicles sold in 2020, down 28% from 
2019. Gen Xers made up 38% of all car 
buyers, followed by Baby Boomers at 32%, 
and Millennials at 23%.¹ However, 
approximately 32% (one out of every three) 
new cars, trucks, SUVs, and vans are leased. 
Of those vehicles, luxury cars are leased at 
an even higher rate—70% to 75%.² 



IS LEASING A BETTER CHOICE FOR YOUR LIFESTYLE?

Perhaps—if the expense of driving a new vehicle matters and you plan on keeping the new car less than three 
years. Here are a few more “pros” to consider:

   You can get a more expensive car for your money because there’s less expense up front and each month 
during the term of the lease.

   Up front charges include the first month’s payment, a refundable security deposit, an acquisition fee, a down 
payment, taxes, registration, and other fees. During the lease term, you pay only for the car’s depreciation, 
plus interest charges (called rent charges), taxes, and fees.³

   You can easily transition to another new car every two or three years, with no trade-in hassles.

   The vehicle is typically under factory warranty during the lease period, so repair costs are little to nothing.

   If you own a business or are planning on using the vehicle for business purposes, there could be significant 
tax advantages.4

The “cons” of leasing are also noteworthy:

   If you’re in the habit of always leasing a car, you could be making car payments for life. You’ll never own a 
vehicle, and it could cost you a great deal more money in the long run.

   If you drive more than the limited number of miles specified in your leasing contract (usually 10,000 or 
12,000 miles a year), you’ll have to pay an excess mileage penalty (that can cost you an extra 10 cents to 50 
cents per mile).³

   If you don’t use your mileage allowance, you don’t get reimbursed—this could be a consideration if you’re 
working from home these days. 

   If the car is not in good condition when you go to turn it in, you’ll be responsible for paying charges for the 
damage to the vehicle. The car should be in showroom condition, minus usual light wear and tear, with any 
custom modifications removed at your expense.

   If you decide to terminate the lease early, it will be expensive—you could be on the hook for thousands of 
dollars in fees and penalties. 

‘PAY AS YOU GO’ WITH CAR SUBSCRIPTION SERVICES

In addition to buying or leasing, there’s a third alternative to driving a luxury vehicle: car subscription services. For 
the past few years, carmakers have been launching subscription services in limited metropolitan areas across the 
country. As with traditional leasing options, you don’t own the vehicle—you use the car for an all-inclusive 
monthly fee that covers insurance, maintenance, and roadside service.

Perhaps the most popular perk of these subscription services is your ability to “flip” in and out of different luxury 
cars with short notice, often with concierge delivery to your front door or location of your choice. If you like the 
flexibility of driving a sedan during the week and switching to a sports car or SUV for a weekend excursion, this 
option may be quite appealing to you. Other perks include5:

  Convenience. Set up your subscription online and manage it through your smartphone app. 

  Flexibility. You have the option of changing cars more frequently than if you buy or lease a vehicle.

   Potential cost savings. With a subscription service, you do not have to make a down payment or pay finance 
charges.



  No negotiating. Fees are set.

  Less time commitment. Some car subscription services allow you to use vehicles for as short as a month. 

However, you may not be interested in this alternative if car ownership is important to you. Usually the cars offered 
are not brand new, but they are less than three years old and in excellent condition. Also, there are some restrictions 
on car use, with most programs imposing rules on drivers—a number of services use vehicle tracking. If switching 
out cars holds no appeal or you like the thrill of driving a hard bargain in the traditional buying or leasing 
processes, subscription plans may not be for you. 

Some automakers offering car subscription services across the country include Porsche, Volvo, Mercedes-Benz, 
Audi, BMW, and Nissan. Prices range across the board depending on the vehicle model, term of lease, and 
subscription costs and premiums. Other automakers are expanding into offering these services as well. Check with 
your local car dealers for more information and details regarding programs available in your area.4 

STILL UNDECIDED? 

It’s important to do your homework and carefully weigh all the pros and cons before deciding which option is best 
suited for your cash flow needs and lifestyle. Contact Commerce Trust Company today—we will answer your 
questions regarding all your options, help you evaluate your cash flow situation, and discuss these and other 
considerations that may help you with this important decision.
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