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How credit  unions can help members 

navigate the vehicle-affordability crisis



4  FACTORS AFFECTING 

CURRENT AFFORDABILITY CRISIS



SHO RTAGES INDUCED BY SUP P LY CHAIN DISRUP TIO NS



MANUFACTURER INCENTIVES HAVE VANISHED



VEHICLE TRANSACTIO N P RICES CO NTINUE TO  RISE



UNCERTAIN ECO NO MIC ENVIRO NMENT
W ITH INFLATIO N AND RISING INTEREST RATES



THE IMPACT O N CO NSUMERS



VEHICLE FINANCING TRENDS
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VEHICLE FINANCING TRENDS



RESIDUAL BASED FINANCING
W a lk-a w a y Ba llo o n  & Le a s in g P ro gra ms



WHAT IS RESIDUAL BASED FINANCING?

Any loan that uses a future value 
(commonly known as a residual value) 
to determine the payment.

• Balloon Lending
o Includes a walk away option

• Leasing



Balloon Lending

• Title is in the Consumer’s name
• Sales tax is calculated the same as a 

conventional loan
• No security deposit
• No early termination fees
• Can be serviced by credit  union core 

systems 
• Interest rates are used to calculate 

the payment
• Term

Leasing

• Title is in the Lessor’s name
• Sales tax is calculated on the monthly 

payment (Called “Use Tax” and it’s 
State Dependent)

• Typically require a security deposit
• Can be serviced by credit  union core 

systems as a simple interest  lease
• Lease may use a money factor 

instead of an interest  rate to 
calculate the payment

• Term



Automotive Lease Guide (A J.D. Power Company)

• The industry’s most prolific provider of residual values for the last  50 years



AFG’S RBF P RO GRAMS O FFER 

P AYMENTS O N AVERAGE

3 0 -4 5 % LO W ER

VS

CO NVENTIO NAL FINANCING 

GFV means options at  loan maturity
Actual Vehicle Value at  Loan Maturity0

$39,472

•  Trade in
•  Sell
•  Pay off
•  Refinance

$35,472

•  “Walk Away”

WHY PAY FOR THE WHOLE VEHICLE?

$65,000 VEHICLE

GUARANTEED FUTURE VALUE 
$37,472

PAY FOR WHAT YOU USE
$27,528



VEHICLE FINANCING TRENDS



AFG W ALK-AW AY BALLO O N VS CO NVENTIO NAL FINANCING

Notes:
• All interest income/ ROI calculations have included the $795 enrollment fee.
• Balloon Monthly Payments 1-59 (term of loan minus 1)
• Interest as a % of Principal

2022 Jeep Wrangler 4 dr. Convertible Unlimited Rubicon 4xe

60-month loan term

Conventional (4.95% rate) AFG  (4.95% rate) AFG  (5.95% rate)

Amount financed $65,000 $65,000 $65,000

Monthly Payment $1,225 $669 $713

Net Interest  Income $8,508 $12,121 $14,758

ROI 13.09% 18.65% 22.70%



AFG P RO GRAMS VERSUS CO NVENTIO NAL FINANCING

Increase your yield Cut your borrowers’ monthly payment



AFG PRO GRAM O PPO RTUNITIES

NEW VEHICLES 

USED VEHICLES
UP TO 5  YEARS OLD 

* Ap p l ic a b le  t o  d i r e c t  le n d in g  p r o g r a m

COLLECTION/ WORKOUT*

LEASE BUYOUT*

RECAPTURE/ REFINANCE*

PRIVATE PARTY
PURCHASE*



F O R  B O R R O W E R S

• Lower monthly payments 
• Shorter terms to align with buying habits
• Reduce/ eliminate negative equity
• No trade-in hassle or prepayment penalty 
• Guaranteed buyer at maturity
• Flexible loan options during the loan/ lease terms
• Flexible mileage options: 7.5k, 10k, 12k, 15k, and 18k

F O R  D E A LE R S

• No cost to participate in the program
• Move pre-owned inventory
• Market differentiator 
• Dealer Inventory Download (DID)
• Shorter terms = higher CSI and customer retention

AFG RESIDUAL BASED FINANCING ADVANTAGES

F O R LE N D E R S

• Increase net interest income/ ROI
• Expand market share/ portfolio growth
• Increase new membership
• Improve member retention
• Member satisfaction through shorter terms
• Market differentiator - low payment option 
• “A” Rated Residual Value Insurer



• Provider must take 100% of the residual value risk
• Provider must have an A rated insurance carrier to insure 

residual value risk
• End of Term Process

– Member Friendly
– Start  early (at  least  a year prior to loan maturity)
– No credit  union staff involved

• Provider must have a minimum of 20+ years of continuous 
operation



• Flexible Technology
• Integration

– Loan Origination Systems – MeridianLink, Sync1
– Auto Link

• Assigned Account Management personnel
• Provider must offer both Balloon Lending and Leasing
• Provider must offer unlimited amounts of training

– Loan Staff
– Dealers



CO MPANY O VERVIEW

AFG’S mission is to provide innovative, revenue producing products for financial institutions.

H E A D Q U A R T E R S
I N  H O U S T O N ,  T X

R E S I D U A L  B A S E D  F I N A N C I N G  
&

V E H I C L E  R E M A R K E T I N G

E S T A B L I S H E D  I N  
1 9 9 9



ADDITIONAL RESO URCES
Find more information on the program (product overview videos, testimonials, case studies, and more) at: 

https:/ / www.autofinancialgroup.com/ additional-resources/

https://www.autofinancialgroup.com/additional-resources/


T I M  K E LLY
P R E S I D E N T

THANK YO U FO R 
YO UR INTEREST IN 
AFG!

7 1 3 - 8 1 7 - 5 8 5 8

t k e l l y @ a u t o f i n a n c i a l g r o u p . c o m
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