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How to save on a lease’s monthly payment with Multiple Security Deposits (MSDs)
Most luxury vehicle manufacturers have a Multiple Security Deposit (M.S.D.) program. But not all manufacturers do.
MSD programs can reduce our interest rate by more than half. This is why so many people ask me about it…
But
[bookmark: _GoBack]I NEVER recommend putting money down on a new (or used) car lease.
A car almost never appreciates. So we want to rent it. Instead, we should invest in assets that appreciate (like a business or index funds).
Even worse, a down payment is not protected if our car is either stolen a considered a total loss. Because any prepayment gets forfeited in a total loss. So even if we have GAP insurance, the leasing company raids our down payment first, then gets the balance from the insurance company.
The pros of MSDs
For some, it might make sense to invest cash into a Multiple Security Deposit.
When we do, we want the F&I manager to tag it as a security deposit (not as a down payment).
A growing number of captive car manufacture leasing companies allow us to trade our cash for a reduction of their money factor.
Instead of putting money down on our lease to lower our payment, we give the leasing company a lump sum of cash as a security deposit instead…
When we take the quoted, total monthly payment (and rounded up to the nearest $50), the leasing company rewards us with a lower interest rate.
For example, if the payment works out to $494, the nearest $50 brings this to $500. And for each $500 deposit we make, the money factor over the entire lease decreases. Each leasing company is different, but most allow up to 8 to 10 Multiple Security Deposits (aka. MSDs).
How much can we save with Multiple Security Deposits?
Investing in Multiple Security Deposits can give us a substantial discount of the Money Factor (i.e. the rental interest charge).
For example, a $5,000 MSD could bring the monthly lease payment down $80 to $100 every month.
Some calculations show “investing” in MSDs is one of the best investments ever – yielding more than 30%… sometimes even more than 40% return on our money year over year.
And remember – we are guaranteed to get the entire MSD (in this example $5,000) returned to us at the end of the lease when we sell back the car to the dealer (or turn our leased car in)…
MSDs are always refunded to us after the lease ends. The exception is when we miss payments or turn in our lease-ending car with damage, repairs and/or over mileage charges.
By the way, New York state has a lot of crazy laws. And one prevents New York state car dealers from offering MSDs…
And one note of caution: if we swap a lease, the person you swap with gets your MSDs.
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MORE CAR. LESS MONEY.




