Free Checking Increased After Debit Reform

e The banking and credit card industry likes to claim that consumers had fewer options for
free checking accounts following debit reform, but their claims are demonstrably wrong.

e Banking industry data demonstrates that free checking actually increased from the time
debit reform went into effect at least for its first few years in operation.

o The American Bankers Association reported that 61 percent of banks had free
checking in 2014 after debit reform had been in effect for several years, which
compares favorably to the 50 percent of banks with free checking that the ABA
reported in 2010 and the 39 percent of large banks that Moebs Services reported
offered free checking two months prior to debit reform taking effect.*

e In fact, the banking industry rapidly got rid of many free checking account offerings in
the years before debit reform ever took effect in 2011- not after debit reform.

o First, the banking industry blamed the 2008 financial crisis as the reason why they
had to take away free checking and charge consumers higher fees.?

o Then, the industry pivoted and started blaming overdraft regulations for their
decisions to increase checking account fees.®

o In fact, some even had the temerity to suggest that they had to increase checking

fees because they couldn’t make the same money from risky mortgages anymore.*
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e All of these various excuses for the drop in free checking offerings were made long
before debit reform came into being. The litany of excuses was summed up well in a
2011 article written when banks were blaming debit reform for their increases in
checking fees — remarkably, doing this even before debit reform had ever taken effect —
“The pattern is getting old and weary. Banks will raise checking fees whenever and
wherever they think they can get away with it. And they will blame any convenient
development for their choices.”®

e The banking industry typically relies on two fatally flawed studies to try to show that
reductions in free checking that came before debit reform — reductions they blamed on
the financial crisis and limits on overdraft fees — were actually caused by debit reform.

o These studies take January 2009 as the measuring point for free checking prior to
debit reform even though those reforms did not come into effect until October
2011, more than two full years later.

o The number of checking accounts without monthly fees fell by 11 percentage
points just from 2009 to 2010 — still a year before debit reform.®

o But, by counting the remarkably swift and steep reduction in the number of free
checking accounts that occurred during the financial crisis and blaming that on
debit reform (which came later), these studies magically claim that debit reform
reduced free checking. It didn’t.
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