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Overdraft fees, a common feature of
traditional banks, can impact consumers
who use debit cards. These fees are charged
when account holders spend more than the
available funds in their accounts, resulting
in a negative balance. Understanding

how different banks handle overdraft

fees is essential for effective financial
management. This guide delves into the
issuers’ and banks’ policies and practices,
offering an in-depth look at the world of
overdraft fees. Many fintechs and some
banks have even moved to models offering
fee-free overdrafts.
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Overdraft fees are in decline -
will they disappear?

Overdraft fees have historically been a significant source of revenue for Average bank overdraft fee in the United States from 1998 to 2023
card issuers and banks. By charging fees for transactions that overdraw (in U.S. dollars)
an account, issuers can generate substantial income. 35

3304 3323 347

However, the landscape of overdraft fees is changing, driven by
increased regulatory scrutiny and a shift in consumer expectations. As
consumers demand transparency, and as new fintech solutions offer
alternative ways to manage shortfalls, banks are finding their traditional
revenue streams under threat. Overdraft revenue has shrunk by nearly
50% since 2019, dropping from $14.3 billion to $7.7 billion in 2022. This
evolution represents an opportunity for banks to innovate and find new o
ways to generate revenue without relying heavily on overdraft fees. 5 62/
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Card issuers must navigate a complex regulatory
environment concerning overdraft fees. These
regulations are primarily enforced by the Consumer
Financial Protection Bureau (CFPB), which oversees
the implementation of key laws governing financial
transactions and consumer rights.

Here are some of the relevant regulations and laws:

ippt Intro Impact

Truth in Lending Act (TILA) +
and Regulation Z:

Electronic Fund Transfer Act _|_
(EFTA) and Regulation E

Consumer Financial Protection Act
(CFPA) and Consumer Financial =
Protection Bureau (CFPB) Oversight

Recent Regulatory Proposals +

Banking industry response

The proposed regulations have faced opposition from some in the banking industry, who argue that
overdraft services are valuable to consumers and that the new rules could limit access to these
services. Banks argue that it's not just about the loss of revenue; without these fees, banks might not
have sufficient compensation to cover the potential risks associated with offering overdraft services.
This perspective underscores the banks' concern that the regulations could impact their ability to
manage financial risk effectively while providing these services.

Regulations Results Insights Contact Us @

—


https://www.letskipp.com/

The results

Comparison of overdraft policies
among top 24 US banks

According to a recent report by Nilson, general-purpose debit and prepaid cards tied to
the 50 largest US issuers generated an impressive purchase volume of $2.826 trillion in
2022, marking a 3.2% increase from the previous year.

This surge in card usage underscores the importance of understanding the various fees
associated with these financial tools, particularly overdraft fees.

In light of this, we have compiled a comprehensive comparison table that provides a
summary of overdraft fees, conditions, maximum fees per day, and additional services
offered by each bank. It highlights the variations in overdraft policies among these
banks, such as differences in fees per transaction, the maximum number of fees
charged per day, and unique services related to overdraft protection.

See the results
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Arvest

Chime

Green Dot Bank

M&T Bank

Santander Bank

U.S. Bancorp
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Bank of America

Citizens Bank

Huntington Natl.

Navy FCU

SECU

UMB
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Comerica Bank

JP Morgan Chase

PNC Bank

TD Bank

USAA
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https://www.arvest.com/personal/bank/checking/overdraft-coverage-options#:~:text=If%20we%20pay%20an%20overdraft%20covered%20by%20Basic%20Overdraft%20Coverage,charge%20you%20an%20overdraft%20fee target=�_blank�
https://www.capitalone.com/bank/overdraft-options/
https://www.becu.org/news/important-changes-to-nsf-and-overdraft-services
https://www.huntington.com/Personal/checking/overdraft-fees-explained

https://www.key.com/personal/services/checking-savings/overdraft-protection-options.html
https://www.citizensbank.com/checking/overdraft.aspx#whatIsOverdraft
https://www.your-exchange.com/green-dot
https://www.53.com/content/fifth-third/en/personal-banking/bank/overdraft-solutions/overdraft-coverage.html#:~:text=For%20all%20accounts%2C%20you%20will,item%20of%20%245%20or%20less

https://www.chime.com/spotme/#:~:text=Will%20I%20ever%20be%20charged,transactions%20or%20for%20utilizing%20SpotMe
https://www.comerica.com/site-tools/resources/reg_e.html#:~:text=Under%20our%20standard%20overdraft%20practices,fee%20of%20%246%20per%20day
https://www.regions.com/personal-banking/standard-overdraft-coverage#:~:text=If%20you%20opt%20in%20to,and%20is%20subject%20to%20change
https://www3.mtb.com/personal-banking/checking/understanding-overdrafts#:~:text=M%26T%20charges%20an%20overdraft%20fee,item%20is%20less%20than%20%245
https://www.santanderbank.com/personal/banking/overdrafts/fees

https://www.secumd.org/personal/banking/account-services/overdraft-protection/
https://www.pnc.com/en/personal-banking/banking/services/overdraft-solutions.html
https://www.td.com/us/en/personal-banking/overdraft-services#:~:text=A%20%2435%20fee%20applies%20to,fees%20per%20day%20per%20account)
https://www.usbank.com/customer-service/knowledge-base/KB0205931.html#:~:text=U.S.%20Bank%20will%20charge%20a,that%20is%20%245.00%20or%20less
https://content.usaa.com/mcontent/static_assets/Media/DaD0406_BillPay0704_SvcFee0606.pdf?cacheid=3944244996_p

https://content.umb.com/wps/wcm/connect/umbcontent/d8e50618-3ab2-4543-9b9b-8f6082d84d41/consumer-banking-schedule-of-service-fees-and-charges.pdf?MOD=AJPERES
https://www.navyfederal.org/checking-savings/checking/resources/checking-protection.html
https://www.chase.com/personal/checking/overdraft-services
https://www.truist.com/content/dam/truist-bank/us/en/documents/disclosures/personal/aog-truist-confidence-account.pdf

Overdraft fee
strategies for
card issuers

This guide serves as a strategic resource for card issuers, offering a concise analysis

of overdraft fee practices among the top U.S. banks. It highlights the importance of
understanding diverse overdraft policies and their impact on customers, essential for
issuers aiming to balance revenue generation with consumer satisfaction. Key regulations,
including those from the Truth in Lending Act and the Consumer Financial Protection
Bureau, provide a framework for transparency and consumer protection, impacting issuers’
approaches.

Issuers will need to think creatively to make up for the lost revenue. Adapting to these
trends is crucial for card issuers to remain competitive and responsive to customer needs.

How Kipp Can Help Card issuers are being pressured to adapt their overdraft policies. Some banks have recognized the
benefits of collaboration, particularly in situations where purchases might be declined due to credit issues.

Kipp's platform enables card issuers to collaborate with merchants, allowing issuers to authorize
more transactions and generate a new revenue stream, without hitting cardholders with junk fees.
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