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Nationally, banks are benefiting from 
longer terms on auto loans, according to 
a major credit information company, and 
one of the biggest banks in the business is 
here in northeast Indiana.

Findings of a TransUnion study 
released in July showed the average term 
for new auto loans rose to 67 months 
in 2015 from from 62 months in 2010. 
During last year’s third quarter, seven out 
of 10 new auto loans had terms beyond 60 
months. Five years earlier, only half of all 
loans had terms exceeding 60 months.

“Sometimes, a shorter term or a longer 
term makes sense, but it’s really about 
affording or giving the customers a wide 
range of choices,” said Jim Paul northern 
Indiana region executive vice president 
and retail banking manager for PNC 
Financial Services Group.

Experien also studies auto lending, 
and its “State of the Automotive Finance 
Market” report for last year’s fourth 
quarter listed PNC among the 20 top 
lenders for loans on new vehicles.

With the increasing use of longer terms 
on auto loans, “we really haven’t seen any 
drawbacks,” Paul said.

“The different terms offer consumers 
choice, and that’s what PNC’s all about,” 
he said.

More than longer terms, the improving 
economy and low interest rates have been 
driving an uptick the bank has seen in its 
northern Indiana auto lending, and the 
low rates and strengthening economy have 
benefited its consumer lending in general, 
he said.

The TransUnion study also found auto 
loan duration has declined. The spread 
between term and duration grew by nearly 
a month for auto loans originated in 2012 
compared with loans originated in 2010.

“In recent years, longer-term auto loans 
have grown in popularity as consumers 
aim to keep monthly payments at a certain 
threshold,” Jason Laky, senior vice pres-
ident and automotive business leader for 
TransUnion, said in a statement.

“However, our study found that 
consumers are keeping their loans for a 
shorter period – a likely result of the low 
interest environment that has allowed 
more borrowers to refinance their loans.”

The longer loans presented an opportu-
nity for more interest income, but some of 
that was missed when borrowers remained 
in their loans a month less, according to a 
TransUnion report on the study.

The study found car loan terms 
between 73 and 84 months more than 

doubled between 2010 and 2015. About a 
quarter of all loans originated during last 
year’s third quarter were between 73 and 
84 month terms, compared to 10 percent 
for the same period in 2010.

And, while the longer loans present 
opportunity, consumers who take them 
out are more likely to eventually be at 
least 60 days delinquent on them than 
borrowers with shorter terms, even when 
the credit risk score is the same, the report 
said.

Wells Fargo & Co., which also was 
on Experien’s list of the nation’s 20 
largest auto lenders, did not do enough 
with longer term auto loans to have any 
region-specific information to share on 
them, said spokesman Steven Carlson.
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Banking & finance
Lenders expand choice in auto loan terms

The average term for new auto loans is rising. In July, the average term for an auto 
loan was 67 months. Five years earlier, only half of all loans had terms exceeding 60 
months, according to TransUnion.
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The conundrum of  long-term care planning
Long-term care has become a conun-

drum for aging Americans.
Chances are, if you live long enough, at 

some point you will lean on the services 
long-term care provides. In fact, data 
released by the U.S. Department of Health 
and Human Services found that 70 percent 
of people 65 and older will need some 
form of long-term care in their lifetime 
and that number is growing because the 
number of aging Americans is growing. By 
2040, there will be 82.3 million people 65 
and older, more than twice the number we 
experienced in 2000. And yet, millions of 
Americans avoid planning for long-term 
care, placing an undue burden on their 
family and their finances. The good news 
is the long-term care conundrum could be 
solved for many Americans, if they would 
take a deeper look at the factors that keep 
them from investing in themselves, and if 
they were educated on the options avail-
able to them.

Overcoming the cost barrier
Many who avoid long-term care plan-

ning do so because of the exorbitant costs 
associated with the services. The Genworth 
2016 Cost of Care Study revealed the top 
five long-term care services that contribute 
to financial worries and included the 
national median annual costs for each of 
those services:

• Home care (homemaker services) - 
$45,760 

• Home care (home health aide) - 
$46,332 

• Community care (adult day care) - 
$17,680

• Facility care (assisted living) - 
$43,539

• Faculty care (private nursing home) 
- $92,378

Self-funding
When first discussing the possibility 

of planning for long-term care, many 
people will say they want to self-fund 
through personal assets. Employing this 
strategy places the financial burden on the 
individual or family. If no long-term care 
event occurs, you’re not out any money. 
However, if you do live beyond 65, there 
is a strong possibility you will need long-
term care. When looking at full or partial 
self-funding, you need to decide your level 
of risk tolerance and if you are willing 
and able to shoulder the burden of those 
payments.

Long-term care insurance
A more risk averse option to self-

funding is to purchase long-term care 
insurance, but the policy can be a hard sell 
both financially and emotionally. Policies 
can range between $3,000 and $6,000 
per year, depending on factors including 
sex, age, health, maximum daily benefit, 
length of benefit and waiting period. Many 
wonder, “What if I never need long-term 
care?”, which is one of the biggest reasons 
people don’t protect themselves and 
their families against the potential risk of 
needing this care, and the enormous cost 

(financially and emotionally) when the care 
is needed.

For others, the biggest obstacle of 
discussing long-term care insurance 
deals with the topic itself and the idea of 
prolonged illness or death. Those who 
choose to purchase long-term care insur-
ance do so to: maintain their financial 
independence; protect their assets against 
the high costs of long-term care; make 
LTC services more affordable; and to alle-
viate their families of the potential burden 
placed on them when inadequate planning 
for long-term care exists.

Asset-based options
As rising premiums and dwindling 

product options have made traditional 
long-term care insurance less viable, 
another option for payment has emerged in 
recent years. According to LifeHealthPro.
com, asset-based long-term care products 
are life insurance policies (such as whole 
life) or annuity contracts (such as a fixed 
indexed annuity) that come with a built-in 

long-term care benefit that allows the 
contract holder to access the death benefit 
or contract value to pay for qualifying LTC 
expenses. 

These options have become more 
popular because the contract’s cash value 
continues to grow and, if it isn’t used 
to cover an LTC event, it remains in the 
contract, to eventually transfer to benefi-
ciaries. In addition, policies can provide 
the option of getting some, or even all, 
of your money back should you decide 
to cancel. Whatever route you choose to 
follow in your long-term care planning, it 
is important that you choose something.

We know we’re living longer. We know 
that if we live long enough, the odds are 
we’ll need long-term care in one of its 
various forms. Being prepared now will 
mean less work, less stress, less worry and 
fewer regrets down the road. It’s time you 
solve the long-term care conundrum today 
by including it in your comprehensive 
retirement plan.

MARSHA HARRIS, founder and president of 
Unified Wealth & Retirement Planning based 
in Fort Wayne, has been in the financial 
services industry since 1999. She provides 
a wide range of hands-on consulting, strat-
egizing and asset management services to 
her clients. Harris belongs to the National 
Association of Insurance and Financial Advi-
sors and previously served on their board at 
the local level for several years. She can be 
reached at UnifiedWealthPlanning.com or 
(260) 338-2379.

Average loan duration is currently exceeding 60 months
How system 
leverage is 
living on
BLOOMBERG NEWS

Rumors of leverage’s death have been 
greatly exaggerated.

In the aftermath of the 2008 finan-
cial crisis an abundance of leverage – 
borrowed money used to amplify returns 
– was blamed for exacerbating losses on 
subprime mortgages and contaminating 
the banking system with catastrophic 
results. Since then a host of new rules have 
been enacted to reduce financial leverage, 
including penalizing certain derivatives 
positions, such as the credit default swaps 
villainized in the crisis, as well as outright 
curbing the amount of borrowing allowed 
at big banks.

While such efforts have made substan-
tial steps in derisking the financial system 
– especially at large lenders – they’ve 
also encouraged the creation of new types 
of leverage and its migration to different 
players. Today, much leverage appears 
to sit on the balance sheets of large and 
small investors, often fueled by the need to 
generate returns amidst ultra-low interest 
rates and high correlations that see asset 
classes move together and make it more 
difficult to produce outperformance, 
known as ‘alpha.’

Leveraged strategies may include 
selling volatility or dabbling in deriva-
tives tied to interest rates or corporate 
credit. While few are suggesting that the 
leverage deployed via such tactics could 
cause a crisis on the scale of 2008, it can 
create unexpected consequences ranging 
from a ‘flash crash’ in one of the world’s 
most liquid markets to constraints on the 
Federal Reserve’s ability to change mone-
tary policy, as underscored by a new paper 
from visiting professors at the Bank for 
International Settlements.
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