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LLOYDS BANKING GROUP LAUNCHES NEW
APPROACH TO OVERDRAFTS
•

All customers will pay a simple daily rate with no additional fees and charges

•

Charges based on how much customers borrow and for how long

•

All fees and charges associated with unplanned overdrafts will be removed

•

Customers will be sent free text alerts to help them stay in control of their
finances

Lloyds Banking Group is today announcing a simplification of overdrafts for its personal
current account customers. The new approach will be simple, clear and will give customers
more control of their overdraft borrowing.
We understand that, across the banking sector, overdrafts can be complex and confusing for
customers. Lloyds Banking Group has listened to customer feedback and is announcing
changes to make overdrafts simple and clear from November 2017. More than 9 in 10
personal current account customers of Lloyds Bank, Bank of Scotland and Halifax will be
either better off or unaffected financially by the changes.
The Group has over 3 million basic bank accounts in products that charge a fee for missed
payments*. These fees will be removed from all basic bank accounts in November.
Key features include:
•

From November, there will be a simple, single rate of 1p per day for every £7 of
planned overdraft usage, clearly linking the amount charged to the amount and
period of borrowing

•

All fees and charges associated with unplanned overdrafts will be removed

•

No more additional overdraft fees for missed payments, so customers will no longer
be charged a returned item fee for having payments stopped due to lack of funds

•

A daily fee will be charged at the end of each day of planned overdraft usage,
avoiding cumulative fees being charged weeks later, helping customers to budget
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•

Customers who have given their mobile number to the Bank will automatically
receive free text alerts, including low balance alerts, putting them in control of their
budget

What this means in practice
With the new simple, single rate, a Lloyds Bank customer with the Classic current account
who goes overdrawn by £100 within their planned limit for 10 days, will pay £1.40.
Previously, they would have been charged £6.38.
A Halifax customer with a Reward current account, who goes overdrawn by £100 up to their
planned limit of £100 for ten days, and is also unplanned by £50 for two of those days, will
pay £1.40. Previously they would have been charged £18.00
Across the industry banks also allow some customers to temporarily access an unplanned
overdraft, for example when a budgeting error means there would be insufficient funds to
clear a direct debit. At the moment, a customer who goes beyond their limit would typically
face charges for being in an unplanned position. In future they will face no such charges.
Additionally, in situations where an unplanned overdraft isn’t authorised and a payment is
stopped, there will be no returned item fees.
The average debit balance for a Lloyds Banking Group customer using their overdraft is
typically around £450 a month.
Vim Maru, Group Director, Customer Products & Marketing, Lloyds Banking Group,
said: “This new approach is simple and clear, giving customers more control of their
overdraft borrowing and how they manage their finances. When asked about our new
approach, over 80% of customers said that they preferred it compared to the current
charging format.”
Support for customers
Lloyds Bank, Halifax and Bank of Scotland will write to all customers at least two months
before the new overdraft approach comes into effect to clearly set out the changes. The
letter will provide support material to help customers understand how this will impact them
based on their circumstances and additional guidance to help customers through the
transition.
There are a number of ways in which the Bank already supports customers to manage their
finances and provides them with appropriate borrowing options based on their individual
needs. This is one of the reasons why customers are already making less use of overdrafts.
To build on this existing support, the Bank will write individually to the small proportion of
customers who have higher overdrafts, and will pay higher fees. They will be provided with
additional support during the transition to the new approach and, where necessary, there will
be a tailored transition plan for customers to ensure they are prepared. This may include a
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review of the options available, such as a personal loan, which may better meet their
underlying borrowing needs.
The new approach to overdrafts comes into effect from November this year.
Mike O’Connor, Chief Executive, StepChange Debt Charity said: “We welcome a new
approach that makes the cost of overdraft borrowing more transparent and removes
unplanned overdraft and returned item fees. Around half our clients have struggled with
overdraft debt so we are pleased to see a specific focus on helping borrowers with larger
overdrafts to stay in control of their finances. This looks a positive step forward, but there is a
need to monitor what happens next, not least for the questions this announcement poses for
the overdraft market as a whole.”

-ENDS-
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Notes to Editors
Comparison with current overdraft approach

Customers with Club Lloyds accounts, Student accounts or those with added value accounts, such as
the Halifax Ultimate Reward Current Account or Lloyds Bank Platinum Account, will continue to be
eligible for Planned Overdrafts where a portion of their borrowing is fee-free. For example with Club
Lloyds the first £100 of planned overdraft borrowing is fee-free

Comparisons based on a range of scenarios across different accounts
Halifax Reward
Planned
10 days
(using all of
limit)

£100
£500
£1,000

Lloyds Classic
Planned
10 days
(using all of
limit)

£100
£500
£1,000

Current New
10.00
10.00
10.00

1.40
7.10
14.20

Current New
6.38
8.38
10.88

1.40
7.10
14.20

Halifax Reward
Overdrawn at limit for
10 days, of which 2
days are also
unplanned by £50

Current New
£100
£500
£1,000

Lloyds Classic
Overdrawn at limit for
10 days, of which 2
days are also
unplanned by £50

18.00
18.00
18.00

Current New
£100
£500
£1,000

26.43
28.43
30.93

Note: £50 unplanned added to the stated balance e.g. £500
becomes £550
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Accounts used:
• Halifax Reward Current Account
• Lloyds Classic
• BOS Classic

Case study examples
Case study 1 – £250 planned borrowing for 10 days
Safiya is a Halifax customer with a Reward current account, who has used £250 of her £500
planned overdraft limit for 10 days.
She has a £50 fee free buffer and pays £1 per day for any amount of planned overdraft
below £2000.
The total cost of this borrowing under the current approach would be £10.00.
With the new approach, Safiya will pay a single rate of 1p per day for every £7 of borrowing
with no other fees or charges. Therefore the cost of this borrowing will be £3.54.
Case study 2 – £450 planned borrowing for 7 days (£450 is the average debit balance
for a Lloyds Banking Group customer using their overdraft in any given month)
Sarah is a Lloyds Bank customer with a Classic current account who has used £450 of her
£1000 planned overdraft limit for 7 days.
She has a fee-free buffer of £25 and pays 19.89% interest (EAR) on any amount of planned
borrowing over £25, along with a monthly usage fee of £6.
The total cost of this borrowing under the current approach would be £7.49.
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With the new approach, Sarah will pay a single rate of 1p per day for every £7 of borrowing
with no other fees or charges. Therefore the cost of this borrowing will be £4.48.
Case study 3 – £750 planned borrowing for 15 days
Arun is a Lloyds Bank customer with a Classic current account, who has used £750 of his
£1000 planned overdraft limit for 15 days.
He has a fee-free buffer of £25, and pays 19.89% interest (EAR) on any amount of planned
borrowing over £25, along with a monthly usage fee of £6.
The total cost of this borrowing under the current approach would be £11.45.
With the new approach, Arun will pay a single rate of 1p per day for every £7 of borrowing
with no other fees or charges. Therefore the cost of this borrowing will be £16.16.
As Arun will be paying more, he should consider the additional support available to help him
manage his overdraft, and alternative products may be more suitable for his needs if he
regularly uses his overdraft to borrow larger sums for an extended period of time.
Case study 4 - £1000 planned borrowing for 7 days, including 2 days of £50 unplanned
borrowing
Tracey is a Halifax customer with a Reward current account, who has used £1000 of her
£1000 planned overdraft limit for 5 days. A payment from her account also took her into an
unplanned overdraft. She has gone £50 pounds into her unplanned overdraft for 2 days. In
all, she has been overdrawn for 7 days. She has also had 1 direct debit payment stopped
due to insufficient funds when her unplanned overdraft was not extended further.
She has a fee-free buffer of £50 and pays £1 per day for any amount of planned overdraft
borrowing below £2,000.
She also pays a flat daily fee of £5 for her unplanned borrowing. Her account does not
charge returned item fees.
The total cost of this borrowing under the current approach would be £15.
With the new approach, Tracey will pay a single rate of 1p per day for every £7 of borrowing
with no other fees or charges. Although she has unplanned borrowing, there are now no
additional charges for this. Therefore the cost of this borrowing will be £9.94.
If Tracey’s mobile number is registered with the Bank, she would have received a text alert
notifying her that she had insufficient funds. At this point, she could apply to extend her
planned limit, or transfer money from another account, to prevent the payment being
stopped. She would also receive a letter informing her that the payment hasn’t been made.
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Case study 5 – £2500 planned borrowing for 7 days
Tom is a Lloyds Bank customer with a Classic current account, who has used £2,500 of his
£3,000 planned overdraft limit for 7 days.
He has a fee-free buffer of £25, and pays 19.89% interest (EAR) on any amount of planned
borrowing over £25, along with a monthly usage fee of £6.
The total cost of this borrowing under the current approach would be £14.68.
With the new approach, Tom will pay a single rate of 1p per day for every £7 of borrowing
with no other fees or charges. Therefore the cost of this borrowing will be £25.08.
As Tom will be paying more, he should consider the additional support available to help him
manage his overdraft, and alternative products may be more suitable for his needs if he
regularly uses his overdraft to borrow larger sums for an extended period of time.

Customer research
3,400 consumers from Lloyds Banking Group and other high street banks completed a 20
minute online survey between 21 April and 4 May 2017. 4 in 5 customers would prefer the
new approach to their current overdraft.

Basic bank accounts
*Lloyds Banking Group has a share of basic bank accounts greater than 40%.
This information is intended for the sole use of journalists and media professionals.
This document has been prepared by Lloyds Bank plc (“Lloyds Bank/Us/Our/We”) for information purposes only. This
document is not intended to be investment research and has not been prepared in accordance with legal requirements to
promote the independence of investment research and should not necessarily be considered objective or unbiased. Any views,
opinions or forecast expressed in this document represent the views or opinions of the author and are not intended to be, and
should not be viewed as advice or a recommendation. You should make your own independent evaluation, based on your own
knowledge and experience and any professional advice which you may have sought, on the applicability and relevance of the
information contained in this document.
The material contained in this document has been prepared on the basis of information believed to be reliable and whilst We
have exercised reasonable care in its preparation, no representation or warranty, as to the accuracy, reliability or completeness
of the information, express or implied, is given. This document is current at the date of publication and the content is subject to
change without notice. We do not accept any obligation to any recipient to update or correct this information. Lloyds Bank, its
Directors, officers and employees are not responsible and accept no liability for the impact of any decisions made based upon
the information, views, forecasts or opinion expressed.
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