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Average perceptions about overdraft on 

checking accounts are relatively accurate.  

Consumer choices and knowledge are 

sensitive to how information is disclosed.
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INTRO
• Over 93% of US consumers have checking 

accounts1 and about 30% of accounts have at 
least one overdraft (OD) per year2.  Accurately 
and effectively communicating OD policies is 
important because overdrafts cost consumers 
around ten billion dollars a year3.

STUDY 1
We collected recommendations for overdraft 
coverage in a conjoint (within-subjects) design 
from MTurkers (n = 869).  We varied 6 attributes:

Specifically, participants responded to
scenarios of the following form:

STUDY 1 CONTINUED
Overall, all attributes affected perceptions 
in the expected way, suggesting relatively 
accurate overall perceptions.

STUDY 2
Participants were randomized to one of 
three legally accurate overdraft disclosure 
forms; we measured hypothetical OD 
choice and form comprehension (n= 480)

The disclosures affected choice (middle 
panel) and comprehension:

Disclosure Design, Consumer Comprehension, and Decisions about Overdraft Services
https://meet.google.com/ghx-mfdp-qxt
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Recommendation Rating Predicted 
Pattern

Overdraft Program Characteristics
$35 fee (vs. $25) -2.265*** -

(0.444)
Three daily fees (vs. six) 1.603*** +

(0.459)
Credit union (vs. bank) -0.588 n.s.

(0.365)
Customer Characteristics
Low (vs. high) financial buffer 3.950*** -

(0.631)
Essential (vs. discretionary) 
transaction

7.375*** +

(0.586)
Alternative payment methods 
available (vs. limited)

-11.113*** -

(0.785)
Constant 33.319***

(0.457)
Individual FE X
Observations 8,690
Adjusted R2 0.569
Residual Std. Error 20.133 (df = 7815)

Please read the description below carefully. Then, please tell us whether 
you think this customer should get overdraft when opening a new 
checking account.

Personal background:
● This person enters a bank.
● They make an average income and live in a low cost area, so they are 

able to save some money at the end of the month.
● They are responsible for making important purchases (like car repairs 

and groceries) and use the debit card for those purchases.
● They have other ways to pay if their debit card is declined.

Overdraft program:
● The bank’s overdraft fee is $25 per transaction.
● The maximum number of overdraft fees is 6 each day, or $150.

In your opinion, should this person get overdraft coverage?
[slider scale from 0-100]

Short Question Description Control Comparison Example

What kinds of transactions were 
affected by your decision? (ATM, 
Debit)

21.4 11.5* 15.9

How decision on the form affects 
overdrafts (Fees on all transactions 
or only checks/online bill payments, 
depending on participant choice)

35.8 55.2*** 58.3***

Scenario with online utility payment 
that overdrafts the account 
(Account balance is negative with 
fee)

50.6 40.1 38.2*

What affects the way that Ficus 
charges fees (Transaction type)

57.2 61.2 55.0

What happens if form is not 
completed (Account will be 
assigned to fees on ATM/debit 
transactions)

61.0 60.6 40.4***

Scenario with ATM withdrawal 
(Account balance is negative with 
fee)

62.9 57.6 62.9

Additional fee after 5 business days 
($5)

76.7 62.7** 51.2***

Overdraft fee amount ($30-$39) 81.0 80.6 75.5
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Attributes Levels
Overdraft program characteristics
Overdraft fee 
amount

1. $25 per transaction.*
2. $35 per transaction.

Maximum fees per 
day

1. Limited to 3 per day (up to $[overdraft fee x 3]).
2. Limited to 6 per day (up to $[overdraft fee x 6]).*

Financial institution 
type

1. Bank.*
2. Credit union.

Customer characteristics
Low vs. high 
monthly financial 
buffer

1. Lives in a high cost area, so doesn’t have much 
money left over at the end of the month.
2. Lives in a low cost area, so is able to save some 
money at the end of the month.*

Essential vs. 
discretionary debit 
card transactions

1. Customer is responsible for making important 
purchases (like car repairs and groceries). Uses the 
debit card for those purchases.*
2. Customer is not responsible for making important 
purchases (like car repairs and groceries) and leaves 
that to others in the household. Uses a debit card 
only for everyday purchases.

Limited vs. available 
alternative payment 
methods

1. Customer doesn’t have other ways to pay if debit 
card is declined.
2. Customer has other ways to pay if debit card is 
declined. *

(Control condition form) (Example condition form)


