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Financial

CFPB changes to overdraft rules could weigh heaviest 
on smaller banks
June 15, 2015 
By Kiah Lau Haslett and Zuhaib Gull

Potential changes to overdraft procedures and disclosures could 
erode fee income at the nation’s banks and disproportionately im-
pact smaller institutions where fees make up a greater percentage 
of revenue.

Banks and thrifts with less than $5 billion in assets showed the 
greatest reliance on overdraft fee income and could be hardest hit 
by any rule or guidance the Consumer Financial Protection Bureau 
publishes on the practice. The rules, slated for release later this year, 
are now expected to focus on disclosures or transaction ordering as 
opposed to potentially harsher rules that would limit the amount of 
a charge or the number of times it could be incurred.

Beginning in the first quarter, banks with more than $1 billion in 
assets were required to report overdraft fees charged to consum-
ers on transaction and nontransaction deposit products intended 
primarily for individuals. The 600-some banks that fit in that group 
collected $2.51 billion in overdraft fees. Overdraft service charges 
and fees comprised more than 2% of operating revenue at banks 
with less than $5 billion in assets, compared to 1.64% at $50 billion 
banks. Banks with less than $5 billion in assets also dominated SNL’s 

analysis of institutions most reliant on overdraft fees: 17 of the top 
20 banks had less than $5 billion in assets.

At Woodforest National Bank, a unit of The Woodlands, Texas-
based Woodforest Financial Group Inc., overdraft service charges 
and fees were 81 basis points of average deposits, comprising 
33.65% of operating revenue — the second-highest in SNL’s analy-
sis. Julie Mayrant, president of retail operations, said the bank has 
four different overdraft products for most of its demand deposit 
accounts, including traditional overdraft protection that consumers 
must opt into and costs $29 per overdraft charge, a sweep product 
that links accounts and automatically transfers funds for a $2 fee, 
and two credit products. She said 50% of the bank’s customers chose 
to opt into the overdraft program, a rate that fell as the industry 
changed from requiring customer to opt out of default overdraft 
protection to electing it.

She said Woodforest has been transparent with its customers 
when it comes to overdraft disclosures. The bank has used a terms 
and conditions form for new customer accounts that is modeled 
after the Pew Charitable Trusts’ form for several years because it is 
“simple, concise and very thorough,” and has a separate disclosure 
specific to overdraft options, she said. But, she added, the ability 

for consumers to more easily 
access account information 
has actually had a more sig-
nificant impact on overdraft 
behavior.

“From an industry stand-
point, I don’t think the dis-
closures necessarily changed 
customer behavior,” she said. 
“I think the fact customers 
can access information eas-
ier today than ever before 
affects consumer behavior. 
I think the mobile channel 
has affected it, the adoption 
of smartphone technology 
— all of those things kind of 
work together in this space.”

The CFPB may be sensitive 
to the fact that small banks 
like Woodforest National 
Bank, which had $4.63 billion 
in assets at the end of the 
first quarter, would bear the 
brunt of any changes to over-
draft fees or disclosures, and 
could propose changes that 
are softer than expected. The 
agency is leaning toward op-

Data compiled June 10, 2015.
Analysis limited to operating U.S. commercial banks and savings banks that reported more than $1 billion in total assets for the 
first quarter of 2015.
Data is based on regulatory filings.
* Represents overdraft-related service charges and fees on U.S. based consumer transaction and nontransaction savings account 
deposit products, intended primarily for individuals for personal, household or family use.
^ Represents overdraft service charges and fees as a percentage of operating revenue.
Operating revenue represents the sum of net interest income, before provision expense  and noninterest income.
Source: SNL Financial

OD fees and service charges Operating revenue % of operating revenue^
$1B-$5B 284                                                        12,341                               2.30
$5B-$10B 88                                                          18,411                               0.48
$10B-$50B 231                                                        37,313                               0.62
>$50B 1,912                                                     116,807                             1.64

Overdraft-related service charges and fees, reliance across US banks & thrifts

Data compiled June 10, 2015.
Analysis limited to operating U.S. commercial banks and savings banks that reported more than $1 billion in total assets for the first quarter of 2015.
Data is based on regulatory filings.
* Represents overdraft-related service charges and fees on U.S. based consumer transaction and nontransaction savings account deposit products, intended
^ Represents overdraft service charges and fees as a percentage of operating revenue.
Operating revenue represents the sum of net interest income, before provision expense  and noninterest income.
Source: SNL Financial
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