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Lease vs Buy a Car: How to Compare
the Real Cost in 2026

Compare leasing vs buying a car with a real 2026 scenario. Learn how monthly payments,
mileage limits, equity, fees, and time horizon change the real cost.
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The easiest mistake in a lease-vs-buy decision is comparing only the monthly payment. A lease often
has the lower payment, but buying can build equity and may cost less if you keep the car long enough.
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The easiest mistake in a lease-vs-buy decision is comparing only the monthly payment. A lease often has the lower payment,
but buying can build equity and may cost less if you keep the car long enough.

Short answer: leasing can make sense when you want a newer car every few years, drive predictable mileage, and value
lower short-term payments. Buying usually looks better when you keep the car beyond the loan term, drive a lot, or want
flexibility to sell, trade, modify, or pay the car off.

The better question is not "Which payment is lower?" It is:

What will this car cost me over the period | actually expect to use it, after fees, mileage, equity, resale value, and the
next car decision?

What Leasing and Buying Mean

Buying a car means you own the vehicle once the loan is paid off. While you are financing it, your payment goes toward interest
and principal. The car can still lose value, but you may have trade-in or resale value later.

Leasing means you pay for the right to use the car for a set number of months and miles. The Consumer Financial Protection
Bureau explains that lease payments do not usually go toward owning the car unless the agreement includes a purchase
option. At the end, you return the car or buy it if the contract allows.

The FTC's car financing guidance frames leasing as paying for expected depreciation, rent charges, taxes, and fees during
the lease period. That is why the payment can look lower than a loan payment for the same vehicle.

A Real 2026 Scenario

Imagine Jordan is choosing between leasing and buying a $42,000 crossover. Jordan expects to drive about 12,000 miles
per year and wants to compare the first three years.

Input Lease offer Buy with loan

Vehicle price $42,000 $42,000

Cash due/down payment $3,000 $3,000

Term being compared 36 months First 36 months of a 60-month loan
Monthly payment $515 $760

End-of-term fee or sale step $395 disposition fee Estimate resale/trade value
Mileage assumption 12,000 miles/year 12,000 miles/year

Estimated car value after 3 years Contract residual controls buyout $27,000 resale/trade value

Loan balance after 3 years Not applicable About $18,100

At first glance, the lease is easier on monthly cash flow. Over 36 months, Jordan pays:


https://www.consumerfinance.gov/ask-cfpb/what-should-i-know-about-leasing-versus-buying-a-car-en-815/
https://www.consumerfinance.gov/ask-cfpb/what-should-i-know-about-leasing-versus-buying-a-car-en-815/
https://consumer.ftc.gov/financing-or-leasing-car
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Three-year comparison Lease Buy

Upfront cash $3,000 $3,000

Monthly payments $18,540 $27,360

End fee or sale value $395 fee $27,000 value minus about $18,100 loan bal-
ance

Net 3-year cost About $21,935 About $21,460 after estimated equity

In this scenario, the lease payment is much lower, but the three-year cost is close because buying leaves Jordan with estimated
equity. Change the resale value, interest rate, lease money factor, mileage, or how long Jordan keeps the car, and the answer
can move quickly.

Lower payment is not the same as lower total cost
$42,000 car - 36-month comparison - 12,000 miles per year

Lease cash paid

$18,540 payments

Approximate net 3-year lease cost: $21,935

Buy cash paid, then estimated equity

$27,360 payments

minus equity

Approximate net 3-year buy cost: $21,460

The example is intentionally close: small assumption changes can change the winner.

The lease has lower monthly payments. The purchase has higher payments but may leave equity when the car is sold or
traded.

Why Monthly Payment Is Not Enough

A lease payment is a cash-flow number. It is not the whole cost.

A loan payment is also a cash-flow number. It includes principal that may become equity, but the car is still depreciating while
you pay it down.

That is why lease-vs-buy math needs at least five lines:

1. Upfront cash due today.
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Monthly payments during the comparison period.

2
3. Fees, taxes, and end-of-term charges.
4. Mileage and wear limits.

o

Equity, resale value, or buyout value at the end.

The Edmunds lease-vs-buy calculator and Bankrate's lease-vs-buy calculator both reflect the same idea: the useful compar-
ison is not just payment versus payment. It is the total cost across a defined time period.

When Leasing Tends To Fit

Leasing may be a reasonable fit when:

- You want a newer car every few years.

- Your annual mileage is predictable and comfortably inside the lease limit.
- You do not want to handle resale or trade-in timing.

- The lease has strong manufacturer incentives.

- You value lower short-term payments more than long-term ownership.

The risk is that leasing can feel cheap while quietly narrowing your options. Extra miles, excess wear, early termination,
acquisition fees, disposition fees, and a new decision every few years can add up.

When Buying Tends To Fit

Buying may be a better fit when:

- You plan to keep the car after the loan is paid off.

- You drive more miles than a standard lease allows.

- You want flexibility to sell, trade, modify, or keep the car.

- You can handle higher payments now for lower costs later.
- You want to avoid lease-end condition and mileage reviews.

Buying is not automatically cheaper. A long loan, high interest rate, weak resale value, or fast depreciation can make buying
expensive too. The point is that buying gives you a residual asset; leasing gives you defined use.


https://www.edmunds.com/calculators/lease-vs-buy-calculator/
https://www.bankrate.com/loans/auto-loans/lease-vs-buy-calculator/
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The Decision Flow

Use this sequence before you compare offers:

Start with use, then compare offers

The payment quote only matters after the driving pattern and time horizon make sense.

Will you drive comfortably under the lease mileage limit?

No or uncertain Yes
Buying usually gives more mileage flexibility. A lease can stay in the comparison.
Compare total cost, not payment Will you keep the car past 3-4 years?
Include fees, resale value, equity, and next-car timing. Longer horizons often improve buying math.

Run both offers in the Car Buy vs Lease Calculator

Start with driving pattern and time horizon before comparing payment quotes.

Common Mistakes

- Optimizing for the lowest payment. A low payment can still be the more expensive deal if fees, mileage, or repeat leases
add up.
- Ignoring mileage. The FTC notes that leases commonly include mileage limits and may charge extra if you exceed them.

- Treating down payment and due-at-signing as the same thing. Lease cash due at signing may include the first payment,
acquisition fee, taxes, title, and cap-cost reduction.

- Forgetting the next car. A lease ends with a return, buyout, or another lease. A purchase can end with a paid-off car,
trade-in, sale, or continued ownership.

- Comparing different cars. A subsidized lease on one model and a high-interest loan on another model is not a clean
lease-vs-buy comparison.

- Skipping the out-the-door price. The FTC recommends getting the total price in writing before discussing financing so
you can compare offers more clearly.



planin30 article PDF Car Buy vs Lease Calculator

Try It In The Calculator
Open the Car Buy vs Lease Calculator and recreate Jordan's scenario:

- $42,000 vehicle price

- $3,000 upfront cash

- 36-month lease at $515 per month

- 60-month loan at $760 per month

- $27,000 estimated resale value after three years
- About $18,100 loan balance after three years

- 12,000 miles per year

Then change one assumption at a time:

- Raise annual mileage to 15,000 or 18,000 miles.

- Lower the three-year resale value to stress-test depreciation.

- Compare three years with six or eight years of ownership.

- Set lease due-at-signing to zero and see whether the payment changes.
- Add end-of-lease fees or expected excess wear.

If the purchase looks close after only three years, buying may become stronger if you keep the car longer. If the lease is
cheaper even after realistic fees and mileage, leasing may fit your actual use case.

A Simple Rule Of Thumb

Lease when you are buying flexibility for the first few years and your mileage is predictable.
Buy when you are buying long-term control and expect to keep value after the payment period.

Neither choice is universally better. The right answer depends on the offer, the car's value, your driving pattern, and how soon
you want the next vehicle decision.

This article is educational and not personalized financial, tax, legal, or car-buying advice. Last updated: May 28, 2026.
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- Car Buy vs Lease Calculator - compare your lease and loan offers
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