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\W/HEN CONSIDERING PURCHASING A NEW CAR PRICED AT $29,950, ONE OF THE MOST IMPORTANT QUESTIONS IS: HOW MUCH
WILL MY MONTHLY PAYMENTS BE? THIS QUESTION BECOMES EVEN MORE COMPLEX WHEN FACTORING IN THE CURRENT FINANCE
RATE, WHICH, IN THIS HYPOTHETICAL SCENARIO, IS 36%. UNDERSTANDING HOW FINANCE RATES INFLUENCE MONTHLY PAYMENTS
CAN HELP YOU PLAN YOUR BUDGET EFFECTIVELY AND MAKE INFORMED DECISIONS ABOUT YOUR CAR FINANCING OPTIONS. IN THIS
ARTICLE, WE'LL EXPLORE HOW TO CALCULATE THE MONTHLY PAYMENT FOR A NEW CAR PRICED AT $29,950 wiTH A 36%
FINANCE RATE, ALONG WITH KEY FACTORS THAT IMPACT THE TOTAL COST OF YOUR AUTO LOAN.

UNDERSTANDING THE BASICS oF CAR LOANS

BEFORE DIVING INTO SPECIFIC CALCULATIONS, IT’S ESSENTIAL TO UNDERSTAND THE FUNDAMENTALS OF CAR LOANS, INCLUDING
KEY TERMS LIKE PRINCIPAL, INTEREST RATE, LOAN TERM, AND MONTHLY PAYMENTS.

PRINCIPAL AMOUNT

THE PRINCIPAL IS THE ORIGINAL AMOUNT BORROWED — IN THIS CASE, $29,950, WHICH IS THE PRICE OF THE NEW CAR.

INTEREST RATE

THE INTEREST RATE DETERMINES HOW MUCH EXTRA YOU PAY OVER THE LOAN PERIOD. THE CURRENT FINANCE RATE OF 360/0
APPEARS UNUSUALLY HIGH, TYPICALLY INDICATING A POOR CREDIT SITUATION, A SHORT-TERM LOAN, OR A SPECIAL FINANCING
OFFER. THIS RATE SIGNIFICANTLY INFLUENCES YOUR MONTHLY PAYMENTS.

LoAN TerM

THE LOAN TERM IS THE LENGTH OF TIME OVER WHICH YOU AGREE TO REPAY THE LOAN. COMMON TERMS ARE 36, 48, 60, or
72 MONTHS.

MONTHLY PAYMENT

THE MONTHLY PAYMENT IS CALCULATED BASED ON THE PRINCIPAL, INTEREST RATE, AND LOAN TERM, REPRESENTING THE AMOUNT
YOU PAY EACH MONTH TO GRADUALLY PAY OFF THE LOAN.

CALCULATING THE MONTHLY PAYMENT

To ESTIMATE YOUR MONTHLY PAYMENTS, YOU NEED TO USE THE LOAN AMORTIZATION FORMULA OR AN ONLINE AUTO LOAN
CALCULATOR. HERE, WE WILL DEMONSTRATE HOW TO PERFORM THE CALCULATION MANUALLY, ASSUMING VARIOUS LOAN
TERMS, WITH A FOCUS ON THE UNUSUAL 369% INTEREST RATE.



THE LOAN AMORTIZATION FORMULA

THE FORMULA FOR CALCULATING THE MONTHLY PAYMENT (M) Is:
M=Pxr(1T+r)"N/[(T+r)"N-1]

\X/HERE:

- P = PrINCIPAL AMOUNT ($29,950)

- R = MONTHLY INTEREST RATE (ANNUAL RATE DIVIDED BY 12)

- N = TOTAL NUMBER OF PAYMENTS (LOAN TERM IN MONTHS )

GIVEN THE ANNUAL INTEREST RATE IS 36%, THE MONTHLY RATE (R) IS:

R=36%/12=3%=0.03

THIS IS A VERY HIGH INTEREST RATE, SO THE PAYMENTS WILL BE SUBSTANTIAL.

CALCULATING FOR DIFFERENT LoAN TERMS

LET’S EXPLORE HOW THE MONTHLY PAYMENT VARIES WITH DIFFERENT LOAN DURATIONS:

36 MoNTHS (3 YEARS)

48 MonTHS (4 YEARS)

60 MonNTHS (5 YEARS)

72 MoNTHS (6 YEARS)

1. 36-MonTH LoaN (3 YEArS)

-N=236
-r=0.03

MONTHLY PAYMENT:

M= 29,950 % 0.03(1+0.03)"36 /[(1+0.03)"36 - 1]
CALCULATING:

-(1+0.03)"36~ 1.03"36 ~2.898

- NuMErATOR: 29,950 X 0.03 x 2.898 = 29,950 x 0.08694 ~ 2,606.87
- DENoMINATOR: 2.898 - 1 = 1.898

MONTHLY PAYMENT:

M=~ 260687 /1898~ 1,371.58

2. 48-MoNTH LoaN (4 YEARS)

-N=48

-(1+0.03)"48 ~ 1.03%48 =~ 3.922

- NUMErATOR: 29,950 x 0.03 x 3.922 = 29,950 % 0.11766 = 3,627.09



- DENoMINATOR: 3.922 - 1 =2.922

MONTHLY PAYMENT:

M= 3,5627.09 /2922~ 1,206.27

3. 60-MoNTH Loan (5 YEARS)

-N=60

-(1+0.03)"60 =~ 1.03"60 = 5.349

- NUMERATOR: 29,950 X 0.03 X 5.349 = 29,950 x 0.16047 =~ 4,805.22
- DeNoMINATOR: 5.349 - 1 =4.349

MONTHLY PAYMENT:

M=~ 4,805.22 / 4.349 ~1,105.09

4.72-MonTH Loan (6 YeArs)

-N=72

-(1+0.03)"72~1.03"72~7.260

- NUMERATOR: 29,950 X 0.03 X 7.260 ~ 29,950 x0.2178 = 6,633.97
- DeNoMINATOR: 7.260 - 1= 6.260

MONTHLY PAYMENT:

M= 6,533.97 | 6.260 ~ 1,043.27

INTERPRETING THE RESULTS

FROM THE CALCULATIONS ABOVE, YOU CAN SEE THAT WITH A 369 INTEREST RATE, THE MONTHLY PAYMENTS ARE
SIGNIFICANTLY HIGHER COMPARED TO TYPICAL AUTO LOANS, WHICH USUALLY HAVE INTEREST RATES BETWEEN 3-8%. For A
$29,950 VEHICLE:

- OVER 3 YEARS, EXPECT APPROXIMATELY $1,37 1.58 PER MONTH
- OVER 4 YEARS, APPROXIMATELY $1,206.27 PER MONTH
- OVER 5 YEARS, APPROXIMATELY $1,105.09 PER MONTH
- OVER 6 YEARS, APPROXIMATELY $1,043.27 PER MONTH

THESE FIGURES HIGHLIGHT HOW A HIGH INTEREST RATE DRAMATICALLY INCREASES YOUR MONTHLY PAYMENT BURDEN,
POTENTIALLY MAKING THE LOAN LESS AFFORDABLE.

ADDITIONAL FACTORS AFFECTING YOUR MONTHLY PAYMENT

W/HILE THE ABOVE CALCULATIONS GIVE A CLEAR PICTURE BASED ON THE PROVIDED INTEREST RATE, SEVERAL OTHER FACTORS
CAN INFLUENCE YOUR MONTHLY AUTO LOAN PAYMENTS:



DowN PAYMENT

MAKING A LARGER DOWN PAYMENT REDUCES THE PRINCIPAL AMOUNT BORROWED, WHICH IN TURN LOWERS MONTHLY PAYMENTS.

LoAN Fees AND T AXES

ADDITIONAL COSTS SUCH AS SALES TAX, REGISTRATION FEES, AND LOAN ORIGINATION FEES CAN INCREASE YOUR FINANCED
AMOUNT.

LoAN TErRM LENGTH

LONGER LOAN TERMS REDUCE MONTHLY PAYMENTS BUT MAY INCREASE THE TOTAL INTEREST PAID OVER THE LIFE OF THE LOAN.

CRreDIT Score AND LoAN APPROVAL CONDITIONS

Y OUR CREDITWORTHINESS IMPACTS THE INTEREST RATE OFFERED BY LENDERS. A POOR CREDIT SCORE OFTEN RESULTS IN HIGHER
RATES, AS REFLECTED IN THE 369 RATE SCENARIO.

STRATEGIES TO REDUCE YOUR MONTHLY CAR PAYMENT

|F THE CALCULATED MONTHLY PAYMENTS SEEM STEEP, CONSIDER THESE STRATEGIES!:

INCREASE Y OUR DOWN PAYMENT: THE MORE YOU PAY UPFRONT, THE LESS YOU NEED TO FINANCE.

® NEGOTIATE THE PURCHASE PRICE: SHOP AROUND FOR BETTER DEALS OR DISCOUNTS.

IMPROVE YOUR CREDIT SCORE: BETTER CREDIT CAN LEAD TO LOWER INTEREST RATES.

CHOOSE A SHORTER LOAN TERM: WHILE PAYMENTS MAY BE HIGHER, TOTAL INTEREST PAID WILL BE LOWER.

® REFINANCE LATER: IF YOUR CREDIT IMPROVES, REFINANCING AT A LOWER RATE CAN REDUCE PAYMENTS.

CoNCLUSION

CALCULATING THE MONTHLY PAYMENT FOR A NEW CAR PRICED AT $29 950 wITH A 36% INTEREST RATE REVEALS THAT
PAYMENTS CAN BE QUITE SUBSTANTIAL, ESPECIALLY OVER SHORTER LOAN TERMS. FOR EXAMPLE, A 36-MONTH LOAN AT THIS
RATE RESULTS IN A PAYMENT OF APPROXIMATELY $1,37 1.58 PER MONTH, WHICH MIGHT BE UNAFFORDABLE FOR MANY BUYERS.
EXTENDING THE LOAN TERM TO 72 MONTHS REDUCES THE MONTHLY PAYMENT TO AROUND $1,043.27, BUT REMEMBER THAT
LONGER TERMS CAN LEAD TO PAYING MORE IN INTEREST OVERALL.

GIVEN THE UNUSUALLY HIGH FINANCE RATE IN THIS SCENARIO, PROSPECTIVE BUYERS SHOULD EXPLORE OPTIONS TO SECURE
LOWER RATES, SUCH AS IMPROVING THEIR CREDIT SCORE, NEGOTIATING BETTER DEALS, OR CONSIDERING DIFFERENT LENDERS.
ULTIMATELY, UNDERSTANDING HOW INTEREST RATES AND LOAN TERMS AFFECT YOUR MONTHLY PAYMENTS ALLOWS YOU TO
MAKE SMARTER FINANCIAL DECISIONS AND FIND THE BEST AUTO FINANCING SOLUTION SUITED TO YOUR BUDGET.

NoOTE: ALWAYS VERIFY CURRENT INTEREST RATES AND LOAN TERMS WITH YOUR LENDER OR FINANCIAL ADVISOR BEFORE
COMMITTING TO A LOAN.



FREQUENTLY AskeD QUESTIONS

How DO | CALCULATE THE MONTHLY PAYMENT FOR A NEW CAR PRICED AT $29,950
WITH A 36-MONTH FINANCING TERM?P

YOU CAN USE THE AUTO LOAN FORMULA OR AN ONLINE CALCULATOR BY INPUTTING THE CAR PRICE, INTEREST RATE, AND LOAN
TERM. FOR EXAMPLE, WITH A 36-MONTH TERM AND A 3()0/0 ANNUAL INTEREST RATE, THE MONTHLY PAYMENT CAN BE ESTIMATED
USING THESE INPUTS.

\WHAT IS THE ESTIMATED MONTHLY PAYMENT ON A $29,950 cAr wiITH A 36%
INTEREST RATE OVER 36 MONTHS?

USING A LOAN CALCULATOR, THE ESTIMATED MONTHLY PAYMENT WOULD BE APPROXIMATELY $1 ,084 KEEP IN MIND THIS
DEPENDS ON THE EXACT INTEREST CALCULATION METHOD AND ANY ADDITIONAL FEES OR DOWN PAYMENT.

Is A 36% INTEREST RATE TYPICAL FOR AUTO LOANS, AND HOW DOES IT AFFECT
MONTHLY PAYMENTS?

A 3()0/0 INTEREST RATE IS QUITE HIGH AND UNCOMMON FOR STANDARD AUTO LOANS. SUCH A RATE SIGNIFICANTLY INCREASES
MONTHLY PAYMENTS, MAKING THE LOAN MUCH MORE EXPENSIVE OVER TIME. IT'S ADVISABLE TO SHOP FOR BETTER RATES IF
POSSIBLE.

How CAN | REDUCE MY MONTHLY CAR PAYMENT IF | AM FINANCING A $29,950 VEHICLE
AT 369 INTEREST?

TO LOWER YOUR MONTHLY PAYMENTS, CONSIDER INCREASING YOUR DOWN PAYMENT, EXTENDING THE LOAN TERM (IF POSSIBLE),
OR REFINANCING THE LOAN AT A LOWER INTEREST RATE ONCE YOU QUALIFY FOR BETTER TERMS.

\WHAT ADDITIONAL COSTS SHOULD | CONSIDER BESIDES THE MONTHLY PAYMENT WHEN
FINANCING A NEW CAR?

BESIDES THE MONTHLY PAYMENT, CONSIDER COSTS LIKE SALES TAX, REGISTRATION FEES, INSURANCE, AND ANY OPTIONAL
W ARRANTIES OR ADD-ONS THAT MAY IMPACT YOUR TOTAL MONTHLY EXPENSES.

ADDITIONAL RESOURCES

How MucH WiLL THe MoNTHLY PAYMENT BE For A New CARr Priced AT $29,950 IF THe CURRENT FINANCE RATE IS 36

IN THE WORLD OF AUTOMOTIVE FINANCING, UNDERSTANDING THE INTRICACIES OF MONTHLY PAYMENTS IS CRUCIAL FOR
CONSUMERS AIMING TO MAKE INFORMED DECISIONS. ONE OF THE KEY FACTORS INFLUENCING MONTHLY CAR PAYMENTS IS THE
INTEREST RATE, WHICH CAN FLUCTUATE BASED ON ECONOMIC CONDITIONS, CREDIT SCORES, AND LENDER POLICIES. RECENTLY, A
PECULIAR FIGURE HAS EMERGED IN DISCUSSIONS: A FINANCE RATE OF 36. WHILE TRADITIONALLY, INTEREST RATES ARE EXPRESSED
AS PERCENTAGES, THE MENTION OF “36” WITHOUT A PERCENTAGE SIGN INVITES CURIOSITY. IS THIS A TYPO? IS IT A FIXED-
RATE NUMBER? OR PERHAPS, A SPECIFIC TERM USED BY A PARTICULAR LENDER?

THIS ARTICLE AIMS TO DISSECT THE IMPLICATIONS OF A 36 RATE IN THE CONTEXT OF A NEW CAR PRICED AT $29,950,
PROVIDING A COMPREHENSIVE ANALYSIS OF HOW SUCH A RATE AFFECTS MONTHLY PAYMENTS, AND OFFERING INSIGHTS INTO
TYPICAL FINANCING SCENARIOS.

UNDERSTANDING THE BASICS oF CAR FINANCING

BEFORE DELVING INTO THE SPECIFICS OF THE RATE AND ITS IMPACT, IT’S ESSENTIAL TO UNDERSTAND THE FUNDAMENTALS OF



AUTO LOANS. USUALLY/ A CAR LOAN INVOLVES BORROWING A PRINCIPAL AMOUNT (THE VEHICLE'S PRICE MINUS ANY DOWN
PAYMENT OR TRADE‘IN) AND REPAYING IT OVER A SET PERIOD WITH INTEREST. THE KEY COMPONENTS INCLUDE:

- PRINCIPAL: THE AMOUNT BORROWED.

- INTEREST RATE: THE COST OF BORROWING, USUALLY EXPRESSED ANNUALLY AS A PERCENTAGE (APR).
- LoAN TERM: DURATION OF THE LOAN, E.G., 36, 48, 60 MONTHS.

- MONTHLY PAYMENT: THE AMOUNT PAID EACH MONTH, WHICH COVERS PRINCIPAL AND INTEREST.

THE FORMULA TO CALCULATE MONTHLY PAYMENTS TYPICALLY INVOLVES THE LOAN AMOUNT, INTEREST RATE, AND LOAN TERM.
DECIPHERING THE 36" RATE: PERCENTAGE OR Fixep NUMBER?

IN CONVENTIONAL AUTO FINANCE, INTEREST RATES ARE EXPRESSED AS ANNUAL PERCENTAGES, SUCH AS 3.6% or 6.0%. THE
FIGURE " 36" COULD REPRESENT:

- 3.6% INTEREST RATE: A PLAUSIBLE SCENARIO, AS MANY LENDERS OFFER RATES IN THE O- 109 RANGE.
- 36% INTEREST RATE: AN EXTREMELY HIGH RATE, PERHAPS INDICATIVE OF SUBPRIME LENDING OR A TYPO.
- 36 MONTHS LOAN TERM: OFTEN, LOAN TERMS ARE EXPRESSED IN MONTHS, E.G., A 36-MONTH LOAN.

GIVEN THE CONTEXT—"FINANCE RATE IS 36" —IT’S REASONABLE TO INTERPRET “36” AS A 36-MONTH LOAN TERM RATHER
THAN AN INTEREST RATE. HOWEVER, FOR THE PURPOSE OF THIS ANALYSIS, WE WILL EXPLORE BOTH POSSIBILITIES: A 3.6%
ANNUAL INTEREST RATE AND A 36% APR, AS WELL AS A 36-MONTH TERM.

SceNARIO 1: ASSUMING A 3.6% ANNUAL INTEREST RATE OVER 36 MONTHS

THIS IS PERHAPS THE MOST TYPICAL, CONSERVATIVE SCENARIO. MOST CONSUMERS WITH GOOD CREDIT QUALIFY FOR RATES
UNDER 5%,.

CALCULATING THE MONTHLY PAYMENT:

- VeHicLE Price (PriNCIPAL): $29,950

- DownN PAYMENT: LET's ASSUME $0 FOR SIMPLICITY, BUT ACTUAL FIGURES MAY VARY.
- LoaN TerM: 36 MONTHS (3 YEARS)

- INTeresT RaTE (APR): 3.6%

USING THE STANDARD LOAN AMORTIZATION FORMULA, THE MONTHLY PAYMENT (M) CAN BE CALCULATED AS:
M=Pr(1+rR)"/[(1+rR)""N-1]

\¥/HERE:

- P = PRINCIPAL LOAN AMOUNT = $29 950

- R = MONTHLY INTEREST RATE = ANNUAL RATE/ 12 =0.036/ 12 =0.003
- N = NUMBER OF PAYMENTS = 36

CALCULATING:

1.(1+r)"™"N=(1+0.003)"36~1.003"36=1.1127

2. NumeraTOR = 29,950 0.003 1.1127 = 29,950 0.00334 ~ 100.0
3. DeNnoMINATOR = 1.1127 - 1=0.1127

MONTHLY PAYMENT:

M=~ 100.0/0.1127 ~ $887.78

RESULT:
MONTHLY PAYMENT = $888 FOR A 36-MONTH LOAN AT 3.6% APR.



SCENARIO 2: ASSUMING A 36% ANNUAL INTEREST RATE (HIGH-INTEREST SCENARIO)

THIS SCENARIO IS LESS TYPICAL BUT USEFUL FOR UNDERSTANDING THE IMPACT OF HIGH-INTEREST RATES, SUCH AS THOSE SEEN
IN SUBPRIME LENDING OR WITH RISKY BORROWERS.

- INTEREST RATE (APR): 36%
USING THE SAME FORMULA:

-r=0.36/ 12 =0.03 (MONTHLY INTEREST RATE)
- N = 36 MONTHS

CALCULATIONS:

1.(1+0.03)"36 =~ 1.03"36~2.8987

2. NuMeraTor = 29,950 0.03 2.8987 = 29,950 0.08696 = 2,606.25
3. DENOMINATOR = 2.8987 - 1= 1.8987

MONTHLY PAYMENT:

M=~ 2,606.25/1.8987 ~$1,371.46

RESULT:
MONTHLY PAYMENT = $1,37 1 FOR A 36-MONTH LOAN AT 36% APR.

THIS DEMONSTRATES HOW DRAMATICALLY THE RATE IMPACTS MONTHLY PAYMENTS, NEARLY DOUBLING THE PAYMENT
COMPARED TO THE LOW-INTEREST SCENARIO.

SceNARIO 3: LoAN TERM V ARIATIONS AND ADDITIONAL FACTORS

\W/HILE THE ABOVE CALCULATIONS ASSUME NO DOWN PAYMENT, TAXES, OR FEES, REAL=WORLD FINANCING INVOLVES OTHER
CONSIDERATIONS.

LoAN TERM V ARIATIONS

- 48 MonTHs (4 YEARS):
UsING 4 YEARS AND 3.69% INTEREST:

N=48,r=0.036/12=0.003

(1+0.003)"48 ~ 1.003"48 ~ 1.1547

NUMERATOR: 29,950 0.003 1.1547 =~ 29,950 0.003464 ~ 103.9
DeNoMINATOR: 1.1647 - 1=0.1547

MoONTHLY PAYMENT: 103.9 / 0.1547 =~ $671.37

- 60 MonTHs (5 YEARS):

(1+0.003)"60 ~ 1.003%60 ~ 1.197

NumeraToORr: 29,950 0.003 1.197 = 29,950 0.003591 = 107.7
DenominaTOR: 0.197

MoNTHLY PAYMENT: 107.7 / 0.197 =~ $546.20



THIS HIGHLIGHTS THAT EXTENDING THE LOAN TERM REDUCES MONTHLY PAYMENTS BUT MAY INCREASE TOTAL INTEREST PAID
OVER THE LIFE OF THE LOAN.

ADDITIONAL CosTs AND CONSIDERATIONS

- TAXES AND Fees: MAY ADD SEVERAL HUNDRED DOLLARS UPFRONT, AFFECTING INITIAL CASH FLOW.

- DowN PAYMENT: LARGER DOWN PAYMENTS DECREASE THE PRINCIPAL AND MONTHLY PAYMENTS.

- CREDIT SCORE: INFLUENCES INTEREST RATE, WITH HIGHER SCORES QUALIFYING FOR LOWER RATES.

- LoAN FEES: SOME LENDERS CHARGE ORIGINATION FEES OR OTHER COSTS, IMPACTING THE TOTAL AMOUNT FINANCED.

THe BoTTomM LINe: How MucH WiLL THE MoNTHLY PAYMENT BE For A New CAr Pricep AT $29,950 IF THe CURRENT
FINANCE RATE IS 36°

BASED ON TYPICAL INTERPRETATIONS, THE PHRASE “FINANCE RATE IS 36" MOST LIKELY REFERS TO A 36-MONTH LOAN TERM
RATHER THAN AN INTEREST RATE.

- |IF THE INTEREST RATE IS 3.6% APR: MONTHLY PAYMENT = $888 oVER 36 MONTHS.
- IF THE INTEREST RATE IS 36% APR: MONTHLY PAYMENT = $1,37 1 OVER 36 MONTHS.

HO\X/EVER, IF "36" IS INTENDED AS AN INTEREST RATE, IT INDICATES A VERY HIGH BORROWING COST, WHICH IS UNCOMMON BUT
POSSIBLE UNDER CERTAIN CREDIT SITUATIONS.

FINAL THOUGHTS AND RECOMMENDATIONS
\X/HEN CONSIDERING FINANCING A NEW CAR, CONSUMERS SHOULD CAREFULLY EVALUATE:

- THE INTEREST RATE OFFERED AND COMPARE IT ACROSS LENDERS.

- THE LOAN TERM THAT BEST BALANCES MANAGEABLE MONTHLY PAYMENTS AND TOTAL INTEREST PAID.
- THE TOTAL COST OF FINANCING, INCLUDING TAXES, FEES, AND INSURANCE.

- THE IMPORTANCE OF A CREDIT CHECK TO SECURE THE LOWEST POSSIBLE RATE.

(UNDERSTANDING THESE VARIABLES ALLOWS CONSUMERS TO AVOID OVEREXTENDING FINANCIALLY AND TO SELECT A FINANCING
PLAN THAT ALIGNS WITH THEIR BUDGET AND LONG-TERM FINANCIAL GOALS.

IN CONCLUSION, WHETHER THE CURRENT FINANCE RATE IS A MODEST 3.6% OR A DAUNTING 36%, BEING INFORMED ABOUT HOW
IT AFFECTS YOUR MONTHLY PAYMENTS EMPOWERS YOU TO NEGOTIATE BETTER TERMS AND MAKE SMARTER PURCHASING
DECISIONS.
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