
 

New Auto Loan Interest Deduction Explained 

 

With the enactment of the One Big Beautiful Bill Act (OBBBA) in 2025, taxpayers may 
now benefit from a new annual deduction of up to $10,000 for interest paid on qualifying 
new auto loans, effective for tax years 2025 through 2028. 

Vehicle requirements 

• "Qualified vehicles" include cars, SUVs, vans, pickup trucks, minivans, and 
motorcycles with a gross vehicle weight of 14,000 pounds or less, provided final 
assembly occurred in the United States. 

• The vehicle must be new; used vehicles are not eligible. 

To verify domestic assembly, taxpayers may consult the Vehicle Identification Number 
(VIN) Decoder at nhtsa.gov/vin-decoder to identify the vehicle's manufacturing plant. 

To claim the deduction, taxpayers must report the VIN of the qualifying vehicle on their 
federal tax return.  

Loan requirements 

Interest paid qualifies for the deduction only if the loan meets all the following 
requirements: 

• The loan originates after December 31, 2024. 

• It is secured by a lien on the purchased vehicle. 

• It finances a vehicle intended for personal use, not business or commercial 
activity. 

• It is used to purchase a new vehicle, and the buyer is the original owner; leased 
vehicles are not eligible. 

https://www.nhtsa.gov/vin-decoder


Lenders must issue annual statements summarizing the total interest paid by the 
taxpayer. 

For a refinanced qualifying loan, the interest is deductible only up to the original loan's 
amount and term. 

Eligibility and income phaseouts 

The deduction is available to taxpayers who itemize or claim the standard deduction 
and begins to phase out for individuals with modified adjusted gross income above 
$100,000, or $200,000 for married couples filing jointly. 

The temporary auto loan interest deduction offers taxpayers a potential pathway to 
offset the cost of buying a new car. If you are planning to purchase a new vehicle, 
consider consulting a tax professional to confirm the vehicle's eligibility for the 
deduction. 

Questions? Contact First Financial’s Investment & Retirement Center by calling 
732.312.1534.  You can also email mary.laferriere@lpl.com or 
maureen.mcgreevy@lpl.com 

Securities and advisory services are offered through LPL Financial (LPL), a registered investment 

advisor and broker/dealer (member FINRA/SIPC). Insurance products are offered through LPL or its 

licensed affiliates. First Financial Federal Credit Union (FFFCU) and First Financial Investment & 

Retirement Center are not registered as a broker/dealer or investment advisor. Registered 

representatives of LPL offer products and services using First Financial Investment & Retirement Center, 

and may also be employees of FFFCU. These products and services are being offered through LPL or its 

affiliates, which are separate entities from and not affiliates of FFFCU or First Financial Investment & 

Retirement Center. 

Securities and insurance offered through LPL or its affiliates are: 

 
 

The information provided is not intended to be a substitute for specific individualized tax planning or legal 
advice. We suggest that you consult with a qualified tax or legal professional. LPL Financial 
Representatives offer access to Trust Services through The Private Trust Company N.A., an affiliate of 
LPL Financial. Content in this material is for general information only and not intended to provide specific 
advice or recommendations for any individual. All performance referenced is historical and is no 
guarantee of future results. All indices are unmanaged and may not be invested into directly. CRPC 
conferred by College for Financial Planning. This communication is strictly intended for individuals 
residing in the state(s) of CT, DE, FL, GA, MA, NJ, NY, NC, OR, PA, SC, TN and VA. No offers may be 
made or accepted from any resident outside the specific states referenced. 
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