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Regulator proposes radical overhaul of
'dysfunctional' bank overdraft charges
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The Financial Conduct Authority (FCA) has confirmed a series of measures
that it says will slash the cost of overdrafts.
First flagged last December, the clampdown is to resolve what the regulator
says is a dysfunctional market.
Banks and building societies made £2.4bn from overdrafts in 2017, said the
FCA.
"Vulnerable consumers are disproportionately hit by excessive charges for
unarranged overdrafts, which are often ten times as high as fees for payday
loans," said Andrew Bailey, the regulator's chief executive.
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The proposals include imposing the same prices for arranged and unarranged
overdrafts, fixed overdraft fees, one standard interest rate for overdrafts, and
requiring the lenders to advertise their overdraft rates.
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Bailey said it was a radical set of measures that would make overdrafts fairer,
simpler and easier to manage.
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"Following our changes we expect the typical cost of borrowing £100 through
an unarranged overdraft to drop from £5 a day to less than 20 pence a day."
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Most of the new rules will come into force by the end of this tax year, 6 April
2020, with banks and building societies also having to do more to identify and
help customers stuck in long-term overdrafts.
Banks change ahead of measures
Britain's big four banks Lloyds Banking Group PLC (LON:LLOY), Royal Bank of
Scotland Group PLC (LON:RBS), HSBC Holdings PLC (LON:HSBA) and
Natwest made changes to their fees last year following criticism by consumer
groups and the Competition and Markets Authority..

Lloyds Banking Group has many household
names like Lloyds Bank, Halifax, Bank of
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Even so, the regulator has also threatened to cap charges in future if there is no improvement.
People shifting their overdraft to credit cards are a problem that the new proposals don't address, analysts added.
Lloyds shares rose by 1% to 57.8p, while Barclays PLC (LON:BARC) was flat at 151.2p.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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