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With passage of the Financial Institutions Reform,
Recovery, and Enforcement Act in 1989, the Con-
gress directed the Board to report annually on
changes in the availability of retail banking services
and in the level of the associated fees. The first
survey on fretail fees and services commissioned by
the Board under the new law was cendueted in
1989, and the results were repoerted in 1990. The mest
f;@@@@éﬁ repert, eevering 2001, was released in June

Each year the reports present estimates of the
proportion of all depository institutions that offer
various services, the proportion that charge a fee for
these services, the average level of the fees, and the
changes in these estimates from the previous year.
Statistical analysis of the survey results produces
estimates for the entire population of commercial
banks (hereafter referred to as banks) and savings
asseclations i the United States. Selested estimates
for each of the years frem 1997 threugh 2001 are
presented in this artisle.

Starting with the report covering fees in 2000,
estimates of the incidence and levels of fees for banks
and savings associations have been combined. This
change was made because the similarities between
banks and savings associations have increased and,
most particularly, because the deposit insurance pre-
miums paid by the twe types of institution have
beeeme virtyally the same. Te cempare estimates
across years in this artiele, estimates of fees previ-
ously reperied separaiely for banks and savings asse=
slatiens were reecaleulated te apply te banks and
§savings asseeiatiens tegether:

1. For an examination of the results for 1989-93 survey years, see
Timothy H. Hannan, “Recent Trends in Retail Fees and Services of:
Depository Institutions,” Fedéeah! Resssvee Bullétitin, vol. 80 (Sep-
tember 1994), pp. 771-%1, and for the 1994-99 survey years, see
Timothy H. Hannan, “Refail Fees of Depository Institutions, I15BH-
99, Fedirahl Ressevee Ballétitin, vol. 87 (January 2001), pp. 1-11. The
reports covering the years 1996-2001 are available at http:/
wwn. federallieserve. gov/boarddecs/RptCwigiess/[endofnote.]

2. Other differences may also be reflected in estimates reported foote:
earlier years. In particular, the size categories of institution used to
calculate sampling weights for the 1997 and 1998 data were altered to

Because of the interest expressed over the years in
the question of whether retail fees differ by size of
institution, this article also examines the differences
in the incidence and levels of fees charged by institu-
tions of different sizes.

Several findings for the 1997-2001 period are
noteworthy:

» For the various types of checking and savings
accounts tracked, monthly fees tended to rise by
statistically significant amounts, as did the minimum
balances that depositors must maintain to avoid the
fees.

» Fees associated with special actions, such as
those imposed on checks returned for insufficient
funds, on overdrafts, and on stop-payment orders,
exhibited increases that were statistically significant
and well in excess of the rate of inflation during the
period.

« In the case of fees imposed for the use of awto-
mated teller machines (ATMs), the annual fee and
the fee imposed for withdrawals by an institition’s
depositors from the institution’s own ATMs, beth
of whieh were fairly rare in 1997, became even less
commen by 2001. However, the mere commonly
impesed fees for withdrawals By an instifufion’s
depositers from ether instititions” ATMs and fer the
use of the institution’s ATMs by nendepesiters (the
se-6alled sureharge) besame mueh mere eemmen by
the end of the peried, and the average levels of these
fees inereased By statistieally significant ameunts; fer
the sureharge, this inerease shbstantially sxcssded
the infiatien rate during the peried:

» Comparisons of the fees charged by imstitutions
of different sizes in 2001 (the year of the latest
survey) indicate that, in general, the incidence and
levels of fees were higher at larger institutions.

[comform with those categories used in later years. See the appendix For an examination of

for a detailed discussiom.[endofnote.]

3. Here and in the annual reports, statistical significance is repre-
sented with 90 percent and 95 percent confidence levels. With a
95 percent confidence level, for instance, the probability is less than
5 percent that an observed change between two samples did not eccur
in the population as a whole. The fiinding of a statistically significant
change carries no implication about the size of the change. The

discussion in this article covers the statistically significant di§attsices may also be reflec

referring to them as such or simply as “significant.” Only a few of the
nonsignificant changes presented in the tables are discussed.[endofnote.]

[note:



Background

In 1989, the Congress established assessment rules that
were likely to increase the premiums that depository
institutions paid for deposit insurance. This probable
result raised a concern that institutions might offset
their higher premiums by markedly increasing retail fees
or eliminating some services. To address this concern,
the Congress, in section 1002 of the Finamcial Institu-
tions Reform, Recovery, and Enforcement Aet of 1989,
directed the Beard t6 repert annually en ehanges in the
availability of retail banking serviees and in the level
of the asseciated fees. Seetion 1002 further speeified that
the reperts be based en anAwal surveys of samples of
insured depesitery institutions that are representative of
all sueh institutions in terms of size and 1ecation.

The sampled institutions were members either of the
Bank Insurance Fund, a group consisting mostly of com-
mercial banks, or of the Savings Association Insurance
Fund, a group consisting mostly of savings and loean
associations. For all the surveys, the institutions were
picked randemly from different regions of the country
encompassing all fifty states and the Distriet of Columbia
and from a comprehensive range of asset-size groupings
(see the appendix for mete detail en the design of the
sample). All the surveys were eenducted By telephene
with the same preeedures and by the same private survey
srganization eperating under eeRtraet with the Federal
Reserve Board. T impreve the aceuraey of the results,
gach telephene inisrview typieally ecevered enly one
praduet categery-:

Legislation in 1994 and 1996 required that trends be
reported in more detail. Section 108 of the Riegle-Neal
Interstate Banking and Branching Efficiency Act of 1994
required that data be reported not only nationally but also
by geographic region and size class of institution and
according to whether institutions engaged in multistate
activities. Under section 2608 of the Economie Growth
and Regulatory Paperwoik Reduction Aet of 1996, the
geegraphie detail in the annual reperts was nereased
frem regional eoverage te eeverage for eaeh state and
eaeh eenselidated metropelitan statistieal area. The fiirst
survey Hnder these expanded terms was esndueted in
1996.[endofbox.]

THE INCVDENCE AND [EVEL OF FEES
OVER TIWFE.

Because of the wide variations in the fees charged
by depository institutions for various services, fees
are divided into three types in the following discus-
sion to provide a manageable way of examining the
variations. These types are fees associated with
(1) maintenance and use ofi various kinds of' deposit
accounts, (2) special actions such as stop-payment

orders and checks returned for insufficient funds, and

(ApaginofnyToselBiesground
Depuasiit Aaaumnis.

Analysis of the fees charged in connection with
deposit accounts must, at the very least, account for
the distinctions among noninterest checking accounts,
NOW (negotiable order of withdrawal) accounts, and
savings accounts. Even within these categories, how-
ever, accounts may have different characteristics. For
example, neninterest checking accounts can differ
in terms of the nonehecking serviees provided, the
minimum balanees that depesitors Must maintain te
gualify fer varieus fee levels, and the mix of fees
eharged. Fees for savings acesunts, to take anether
example, ean depend ef whether the acesufit 1§ a
passbeek savings acceunt of a staiement savings
aceeunt and en MinimMum balanee requirsMEnts:
Therefere, the charaeteristies of acceufts must be
specifisd when eemparing the levels of fees over
time. The fellewing diseussien presents information
8 W8 [KP%% of: noninterest cheeking aceBuRts, one
tvpe of NOW account, and iwe tvpes of savings
4CEeuAtS. Bata oA the propertien of IAsHIUHBRS Bffel:
1Rg &ach af these ascauts I3 IAEluded 18 #Rdicais
HhElF prevalence:

Financial institutions offer many other types of
noninterest checking accounts not analyzed in this
article, including the so-called basic banking account.
Basic banking accounts impose low fees and mini-
mum balances (or none at all), often in exchange for
limitations in service, such as a cap on the number of
checks that may be written per month. Although the
stirveys do not provide direct evidenece on the exient
to whieh sueh aceeunts are offered, they de cever
eertaln ne-fee aseounts. In 2001, abeut a third ef
banks and savings asseclatiens effered ne-fee nen-
interest eheeking asseunts, whieh entail ne menthly
8f per-eheek fees:

Noninterest Checking

The following two fee structures are reported for
noninterest checking accounts: “single balance and
fee™ and “fee only™ (table 1).

Singlee balamcee amd/ féee. Single balance and fee
accounts involve no fee if a specified minimum bal-

4. Board of Govemors of the Federal Reserve System, Annifodx:
Regoott to the Conggesss on Rettil]! Ferss and! Sewvicess of Dopposiory
Instifetitios:s (Board of Governors, 2002), p.3, table 1.[endofbox.]
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1997-2001

Dollars except as noted

Account 1997 1998
Neniteeestst i
Single balance and fee?
Percentage offering 31.9 30.2
Néniithediooiebrilagesiricsle balance and 6.31 6.38
n ) )
R B ce To avoid fee 467.37 46452
To open 124.58 113.58
Fee only?
Percentage offering 29.1 314
Monthly fee 4.69 4.81
Minimum balance to open 65.80 88.51
NOWY apeaumt
Single balance and fee:
Percentage offering 55.3 51.6
MN@W@!! -BalaRsafatee and fee: 7.50 7.61
Hﬁéﬂi@? o avoid fee 877.28 932.09
To open 477.93 491.57

NOTE. The change in the consumer price index between the dates of the 1997
and 2001 surveys was about 11 percent. Average fees and balance requirements
are calculated only for those institutions that offer the account. Monthly Jow-
balance fees are the average fees charged account holders who fail to maintain
the minimum balance.

F-Percent change for “percentage offerimg” not reported, but instances of
statistically significant change are noted.

ance is maintained; otherwise the account incurs a
single monthly fee with no other charges. The esti-
mated proportion of banks and savings associations
offering this account fluctuated between about 30 per-
cent and 40 percent over the 1997-2001 period.
The estimated average fee charged account helders
who did net malntaln the minimum balanee (the
“low-balance™ fee) inecreased a statistically signifi-
eant ameunt, frem $6.31 in 1997 te $7.12 in 2001.
This 12.8 percent inecrease was slightly higher than
the appreximately L1 pereent inerease registered by
the sensumer priee index (CPI) between the dates of
the 1997 and 2001 sirveys: The minimum balance
required to avoid the fee also increased a statistically
significant 12.7 percent during the period, also
exceeding by a small amount the rate ofi inflation.
The average minimum balance required to open the
account, however, did not change significantly during
the period.

Fee onfy. Fee-only noninterest checking accounts
levy a monthly fee regardless of the account balance
and may also impose a per-check charge. Because of
the small number of sampled institutions that levied a
per-check charge for this type ofi account, informa-
tion on the incidence and level of the check charge is

5. The CPI used throughout is the urban index, all items. Compajriete:
sons with the CPI are intended to indicate how fees and mimirmum
balances changed in relation to changes in the prices of other common
consumer items [endofnote.]

Percent

and

1999 2000 2001 change,
1997-2001
372 38.1 29.6 ¥
6.17 7.17 Noninterest7.12 checkiy83¥igle
517.72 486.21 526.58 12.7*
109.05 154.51 Noninfet€é06 checking:Singe8 balance
Noninterestchecking:Feeonly?
37.3 41.0 7 F253
4.95 5.12 Noninterest4.74 1.1 checking:Fee
60.98 63.17 Noninteres71.31 8.4 checking:Fee
5;;34 4;:20 NOw accoﬁ@?;‘l’ss,ingle balance ang.i_;)g;‘s
1,014.23 1,044.76 NOWs - Single bal *
587.23 538.07 NoWddoil sinate baln L oo

*-Significant at the 90 percent confidence level. For explanation of confidience
levels, see text note 3.

*¥-Jignificant at the 95 percent confidence level.

1.=A monthly fee for balances below the minimum, no monthly fee for
balances above the minimum, and no other charges.

2.=A monthly fee, no minimum balance to eliminate the fee, and a charge per
check in some cases.

not presented. The proportion ofi banks and savings
associations offering this type of account increased
significantly, from 29 percent in 1997 to about 38 per-
cent in 2001. Neither the monthly fee nor the mini-
mum balance required to open the account, however,
changed by a statistically significant amount during
the period.

NOW Accamuntts

NOW accounts are checking accounts that pay inter-
est to the account holder. Presumably because NOW
accounts pay interest, they have tended to have fees
that are higher than those observed for noninterest
checking accounts. Like noninterest accounts, they
can differ considerably in terms of the balances that
depositers must maintain to gualify for varieus fee
levels and in terms of the mix of fees charged the
aceeunt helder. A semmen type ef fee strusture
asseelated with NOW aeeeunts at banks and at sav-
ings asseeiatiens invelves fe fee ifithe aseeunt helder
maintaing a Minimum balanes; etherwise, the inst-
tuilen assesses ene menthly fes with ne per-ehesk
sharge.

The estimated proportion of banks and savings
associations offering NOW accounts with this fee

balance

fee:

Minimun

structure ranged from abotit 47 percent t 55 pereentthroughout is the urba

over the period (table 1). For this account, the aver-
age monthly fee charged account holders who failed



to maintain the required minimum balance increased
from $7.50 in 1997 to $8.15 in 2001, a significant
change of 8.7 percent, which is somewhat smaller
than the 11 percent increase in the CPI over the same
period. Also, the average minimum balance required
to avoid this fee increased by a significant 29 percent,
to $1,132 in 2001, while the average minimum bal-
anece required to open the aceceunt increased by a
sighificant 17.2 pereent, to $560 in 2001. Beth these
ehanges 1A required balanees substantially execeeded
the inerease in the CPI ever the peried.

Savings Actountts

The two major types ofi savings accounts are the
passbook account and the statement savings account.
In passbook accounts, transactions and balances are
recorded in a passbook kept by the account holder; in
statement accounts, periodic siatements of balances
and recent activity are mailed to account holders. The
most commeon fee structure imposes a monthly fee
for balanees below a speeified minimum and e fee
or other eharge ifi the balanee is abeve the minimum.

Over the 1997-2001 period, the proportion ofi
banks and savings associations offering passbook
accounts with this fee structure declined significantly,
from about 34 percent in 1997 to 19 percent in 2001,
while the proportion offering statement accounts with
this fee structure increased significantly from abeut
40 pereent In 1997 te 67 percent in 2001 (table 2).
Thus, to a substantial degree, statement accounts with
this common fee structure appear to be replacing
the equivalent passbook account. For the passbook
account, the average low-balance fee increased a

statistically significant 16.2 percent, to $2.15 in 2001,
but the increase registered for the statement account
is not statistically significant. The minimum balance
to avoid this fee for passhook accounts also increased
a significant 21.6 percent during the period; however,
the minimum balance did not increase for statement
accounts. No significant changes were registered
for the minimum balances required to open these
accounts.

Summary ofi Changes in Deposit Account Fees

Among the three types ofi checkable accounts exam-
ined, the monthly fee increased significantly in two
cases, and by a percentage that exceeded the increase
in the CPI in one case. The average minimum bal-
ances required to avoid the monthly fees increased
significantly for the two types of aceount for whieh it
is relevant, in beth cases by ameunts that exceeded
the inerease in the CPI during the same peried. The
ehanges if the minimum balanee reauired te epen
these aeeeunts presented a mere mixed pistire,
inereasing sighificantly in enly ene ease.

In the case ofi savings accounts, passbook accounts
were less commonly offered by the end ofi the period,
while statement accounts had become more common.
For the passbook account, both the monthly low-
balance fee and the minimum balance required to
avoid the fee increased significantly and by percent-
ages that exceeded the increase in the CPI during the
period. This was fiet the case, however, for statement
aceounts. The minimum balanee reguired t6 open an
acceunt did net ehange by significant ameunts fer
sither type.

Tabl&electsdlEtiatz]¢s badaardea band dearitl sted igwa utngriate at bsnkds rank s can g aissge iassonsativesagw doagebhdandia foesea fiek balat dealance

requirements, 1997-2001

Dollars except as noted

Account 1997 1998

Passtiookk!
Percentage offering 33.8 34.2
Monthly low-balance fee 1.85 Passhook: 2.14
Minimum balance Passhook:

To avoid fee 129.78 151.06

To open 85.02 102.64
Statteneatt 2
Percentage offering 40.5 44.7

Monthly low-balance fee 2.30
Minimum balance
To avoid fee

To open

Statement: 2.29

Statement:
203.78
131.73

187.29
121.85

NOTE. See general note to table 1.

1.=Imstitution records transactions and balances in document kept by tihe
account holder.

2.=Institution mails to the account holder a periodic statement sihowing
transactions and balances.

Percent

1999 2000 2001 change,
1997-2001
29.7 19.1 3%
195 Monthly low-balance 2.15 16.2%*  fee
Minimum balance:
148.89 157.86 21.6*
85.45 Passhook96.89 Minimum 14.0 balance:To
48.7 67.1 3%
2.38 Monthly low-balance 2.50 8.7 fee
Minimum balance:
189.87 184.42 1.5
101.54 Statemer05.37 -13.5 Minimum

.. ADatta ave mott ssufffecearittto regpantt car aave maott gppllicehlle doxess ssumes)ss.
f-Percent change for “peweniage offering” mot reported], but instances of
statistically significant change are noted.
*Significant at the 90 percent confidence level.
**-Significant at the 95 percent confidence Jevel.



In general, for a majority of the accounts exam-
ined, the monthly fees and the minimum balances
to avoid the fees rose significantly, often by amounts
that exceeded the increase in the CPI during the
period. Observed changes in the average minimum
balanees to open these accoufnts exhibited a meore
mixed picture.

Speciall Matiians:

The evidence on fees associated with special actions
is unambiguous. The average charge for each of the
four types of special action covered by the surveys
rose by statistically significant amounts between 1997
and 2001 and considerably faster than the change in
the CPI (iable 3).

Stop-Payment Qnakns

Throughout the period, virtually all banks and sav-
ings associations charged for a stop-payment order,
which is a request by a customer that the institution
not pay a particular check previously written by the
customer. The average at banks and savings associa-
tions rose from about $14.50 in 1997 to more than
$18 in 2001, a statistically significant increase of
mere than 25 pereent.

NSF Checks and Overdrafts.

A check drawn on an account with insufficient funds
may or may not be honored by the paying institution.
When not honored, it is called an NSF (not sufficient

funds) check; when honored, it is called an overdraft
and represents an extension of credit. Throughout the
period, nearly all depository institutions charged for
NSF checks and overdrafts, and the fees were gen-
erally $2 to $3 higher than for stop-payment orders.
The average charge for NSF checks rose signifi-
cantly, from about $17 in 1997 te about $20.75 in
2001, while the average fee charged fer overdrafts
inereased frem $16.50 to abeut $20.50 during the
same peried. These inereases of mere than 20 persent
were substantially greater than the inerease in the CPI
during the same peried.

Deposit Items Retiunmesl

When a customer deposits a check that is returned by
the paying bank (because of insufficient funds, for
example), the bank in which it was deposited may
charge the customer a fee. The levying of such
charges is controversial. Many have argued that it is
not the depositor’s fault that the check is drawn on
insufficient funds and that charging the depositor
In sueh cases is therefere unreasonable. Others argue
that sueh fees may provide a useful ineentive for
depositors net t6 aseept eheeks theuaht likely te be
returned fer insuffisisnt funds and that depesitery
institutiens have a right te reeever their e8sts iR ways
available te them.

Perhaps because of the controversy surrounding
this fee, the proportion of banks and savings associa-
tions that levy it has been smaller than for the fees
associated with stop-payment orders, NSF checks,
and overdrafts, Both its incidence and level, however,
rose significantly over the 1997-2001 period. The

Fabld'&es fheeslinrted|sptad ad pectiainae tiomsideimod dant e anc g éeage db\beinkts kank saand gaabsgeiassoniati 90§ —2007-2001

Dollars except as noted

Percent

Item 1997 1998 1999 2000 2001 change,
1997-2001
taraibarss

Percentage charging 99.7 99.8 99.8 99.0 99.2

Fee 14.42 Stop-payrién©3 16 @Es: 17.54e 18.08 25.4%%

NSYF ofeaddss

Percentage charging 100.0 100.0 99.9 100.0 100.0

Fee 17.15 NSF 17.64 chedk3:88 20.%2e 20.73 20.9%%

Overdnafiss:

Percentage charging 97.3 97.3 99.6 97.4 99.7

Fee 16.51 Overdraftk7.22 17.66 19.78e 20.42 23.7%%

Depasitt itemss nrettunmet!

Percentage charging 56.8 65.7 60.5 72.2 741 ki

Fee 5.88 Deposit  5.98 6.33returned: 7.6ke 7.11 20.9%*

NOTE. NSF (not sufficient funds) checks are those written without sufficient
funds in the account to cover them; they are not honored by the paying bank or
savings association. Overdrafts are checks written without sufficient funds but
are honored by the paying institution. See also general note to table 1.

f-:Percent change for “pementage offering” mot reported], but instances ofi
statistically significant change are noted.
*Significant at the 90 percent confidence level.
**-Significant at the 95 percent confidence Jevel.



proportion of institutions charging the fee increased
by a significant 17 percentage points, from about
57 percent in 1997 to 74 percent in 2001. Of those
institutions that levied a fee, the average charge was
typically between a third and a half of the charge
for NSF checks, The amount charged, howeves, did
increase significantly over the peried, from nearly
$6 in 1997 to mere than $7 in 2001. This 21 percent
inerease was substantially greater than the inerease in
the CPI during the peried.

ATV Services:

Many fees may be assessed for services rendered
by automated teller machines (ATMs). A depository
institution may levy an annual fee on depositors that
use its ATMs as well as impose separate fees on
both depositors and nondepositors for various types
of ATM transactions. Fees that the institution levies
on its own depositors for use of ATMs may differ
depending en whether the transaction is a with=
drawal, a depesit, of a balanee inguiry; furthef, the
fee may vary depending en whether the instituGiON's
depesiier yses the institution’s ewn ATM (an “eA
4s" transaetien) er anether institution’s ATM (an
"0 ethers” transastien).

In the more recent surveys, information was elic-
ited only on the cash withdrawal, since this is by far
the most common type of transaction conducted us-
ing ATMs. Beginning with the 1996 survey, informa-
tion was obtained on the incidence and level of the
“surcharge,” which is the fee levied by ATM owners
on users who do net maintain an acceunt with the
depository institution operating the machine.

Survey results indicate that a small minority of
institutions charged their customers an annual fee for
the use of ATM services during the 1997-2001 period
(table 4). The incidence of the fee declined signifi-
cantly over this period, from about 15 percent in
1997 to about L1 percent in 2001. Altheugh the
average annual fee, as caleulated from the survey
infermatien, varied over the period, its level in 2001
of abeut $10 was net sighificantly different frem that
registered for 1997 (abeut $11).

Another type oft ATM fee that appears to have
become, if anything, less common over the years has
been the “on us™ transaction fee, or the fee that the
institution charges its own depositors for use of its
own ATMs, Never exceeding a small proportion of
institutions, the incidenece of the fee for on-us with=
drawals declined significantly, from more than 7 pef-
eent in 1997 te a mere 3.6 pereent in 2001. Begause
so few surveyed institutiens eharged fer en-us ATM
withdrawals, the inerease regisiered in the level ef:
this fee, frem 75 eents in 1997 te 81 eenis in 2001, is
net statistieally significant.

Fees for withdrawals “on others,” however, are
quite common. By 2001, nearly 80 percent of banks
and savings associations charged for withdrawals in
which the institution’s customer used another institu-
tion's ATM. This represents a significant increase of
more than 10 percentage points from the 68 percent
of institytions that charged this fee in 1997. The
average charge alse inereased significantly ever this
peried, frem $1.05 in 1997 te $1.17 in 2001. This
appreximately L1 pereent inerease is eguivalent te the
inerease in the CPI during the peried.

More pronounced has been the increase in the
incidence of surcharging since 1997, the second year

Tabld'des theemifomattdnielied taHehimashinecssrvinasideinoddant e andgy deagt dtbelnks kanksaandgaabsgeiassoesati®ONg—2007-2001

Dollars except as noted

Percent
Fee 1997 1998 1999 2000 2001 change,
1997-2001

Yearllyf pae:
Percentage charging 14.6 14.2 16.2 13.4 10.7 o
Fee 11.15 Yearly 13.49 fe?.97 10.78ee 10.35 7.2
Fee fivr witthtifewalsls “omuss”’
Percentage charging 74 5.7 5.6 6.3 3.6 o
Fee .75 Fee fovl withdrawals .58 "on us™: .G%e .81 8.0
Fee fivr witthtifewalsls “omattiens'™!
Percentage charging 68.0 773 72.0 72.7 785 it
Fee 1.05 Fee  fbrl0 withdrawals LI%n  others”: 1.Ieee 117 11 4%
Stwetfarggb!
Percentage charging 56.2 757 815 75.3 88.5 o
Fee 111 Surchargel.20 125 1. 2%ee 132 18.9%*

NOTE. For transactions ““on us,” the machine used is that of the customer’s
institution. See also general note to table 1.

1.=Fee levied by ATIM owners on users who do not maintain an account witth
the depository institution operating the ATM. Survey of this charge began in
1996.

f-Percent change for "percentage offferimg™ not reported, but instances of
statistically significant change are noted.
*Significant at the 90 percent confidence level.
*¥-Jignificant at the 95 percent confidence level.
n.a.=Not available.



that data were collected on this fee. The proportion of
banks and savings associations charging nondeposi-
tors a surcharge for use of their ATMs increased
significantly, from about 56 percent in 1997 to more
than 88 percent in 2001. In 1996 (not shown in
table 4), the proportion was only 45 percent.’

Estimates of the average surcharge levied by the
institutions that imposed the fee also increased sig-
nificantly over the 1997-2001 period, to $1.32 per
transaction in 2001. This 19 percent increase sub-
stantially exceeded the increase in the CPI during the
period.

COMPARISONS BETWEEN, V ARGE AND SMALL
INSTATUITODISS.

Under the terms of the 1994 Riegle-Neal legislation,
the Board's annual reports have included separate
analyses of fees and services by size class of insti-
tution. Beginning with the 1995 report, results for
banks and savings associations were reported for
three asset-size classes. The reports showed changes

6. Before 1996, the operating rules of the Cirrus and Plus national
ATM networks prohibited owners of ATMs linked to those networks
from imposing surcharges in mest states. These networks eliiminated
this surcharge ban as of Apuil 1, 1996, and the incidence of surcharg-
ing began to increase shortly thereafter.[endofnote ]

from year to year by size class of institution, but they
did not compare directly the level of fees and avail-
ability of services across size classes in each year.
For this article, such a comparison has been made
using the 2001 data for seven common accounts, ser-
viees, and actions (iable 5). The results are reported
for large institutions (assets of more than $1 billien),
medium-sized institutiens ($100 millien te $1 bil-
lien), and small institutiens (less than $100 millien).

In 2001, for all but one fee, that for deposit items
returned, the average level rose with the asset size of
the institution (table 5). With the exception of the
charge for deposit items returned, the registered dif-
ferences in the fees charged by large and small insti-
tutions are statistically significant. Furthe, in the case
of the commeon type of NOW aceeunt reperted, the
minimum balanee t6 aveid a fee at large institutions
was significantly higher than at small insttuHORS.
And in the ease of speesial astiens and ATM servises,
the propertiens ef institutiens eharging a fee were
alse sighifisantly higher at large than ai small banks
(exeept in the ease ef step-payment erders and NSF
eheeks, for whieh virtually all institutions shargs).

It is possible that large institutions charge higher

ifees because they tend to operate in urban areas that sefore 1996, the oper

may entail higher costs or have some other character-
istic that results in higher fees. Therefore, the possi-
bility exists that, after statistically controlling for the

Jabld'Ses theeslfmrtedlactamliate osartsicesr \aidss prond ad pactiainac thynsssiey- sivse ekize efdsandd, BOEK, 2001

Dollars except as noted

Small
Item )

Noninterest checking

Monthly low-balance fee 6.59
Minimum balance to avoid fee 511.46
NOW account
Monthly low-balance fee 7.61
Minimum balance to avoid fee 981.87
Speatak] antianss
Stop-payment onchnss
Percentage charging 98.8
Average fee 16.69
NSF checks
Percentage charging 100.0
Average fee 19.33
Deposit items returned
Percentage charging 64.9
Average fee 6.82
AT seamiixass
Withdrawals on otfhenss
Percentage charging 745
Average fee 111
Surcharge
Percentage charging 845
Average fee 1.28

NOTE. Small banks are those with assets of less than $100 million; large
banks are those with assets of more than $1 billion. See also general notes to
tables 1, 3, and 4.

Medium Large Difference
@ @) (3-1)
Single balance and fee account:
7.58 8.64 2.05%%
537.3gle balance an880.1fke account: NonirG8:&s checking:
Single balance and fee account:
8-§ﬁ'|gle balance and fee accobft/NOW account; 3.10%*
1,180.11 2,122.53 1,140.66™*
99.6 100.0 1.2
19.8pecialactions:Stop-paymerar8ars: Averagefee 4.84%%
Special actions:
100.0 100.0 .0
22.08pecial actic?é:70 NSF §.37%hecks:
Special actions:
83.4 96.6 31 7%
7.6fkcial actions:  5.90 Deposit items =92  returned:
815 93.0 18.5™*
1.29M services: 1.39 Withdrawals on .28** others:
ATM services:
92.0 97.9 13 4%
1.32Mm serlighs: Surchatge*

*¥-Jignificant at the 95 percent confidence level.

Noninterest checking:

Minimum balance

NOW accour

NSF check
Average fee
Deposit items ret

Average

Average
Surcharge:

Average



BableAtmouatnloy nyhyhwiieish féeesefectsdlseted cesraind sspaciabpeciaS UMMARY .

actions at large institutions are higher (lower, —) than
those at small institutions after controlling for location of:
institution, 2001

Dollars

Item Difference
Singgdée balbneee andlffee acaauntt
Monthly low-balance fee:
Noninterest checking 1.93*

NOW account

Speciad] antianes
Stop-payment orders
NSF checks

Deposit items returned

4.69%*
4.06p¢tial
—93pecial

AT spamitess
ATM withdrawals “on others™ 25w

Surcharge 12T™

*Significant at the 90 percent confidence level.
*%=Significant at the 95 percent confidence level.

influence of location on fees, the observed differ-
ences between the fees of large and small institutions
would decline substantially or even disappear.

Through a statistical procedure (multivariate
regression analysis), the fees of large, medium-sized,
and small institutions were compared after control-
ling for the general location of the institution, as
indicated by the state or consolidated metropolitan
statistical area in whieh the institution is located. The
estimated differences in fees between large and small
institutions were then found to have declined some-
what, and the ebserved difference in the level ef the
siireharge was fie lenger statistically significant. But
in mest eases, estimated differsnees, alihough seme:
what smaller, remaifed subsiantial and statistically
signifisant (table 6):

The reasons for the remaining differences in fees
between larger and smaller institutions may be specu-
lated upon but are difficult to determine. One possi-
bility is that a number of larger organizations tend to
depend less on retail customers for funds than smaller
institutions do because they may obtain funds frem
other sources more cheaply; therefore large institu=
tlens en average may be relatively less inelined te
held dewn retail fees fer the purpoese ef atiracting the
retail eustomer. Anether pessibility seneerns the ser-
viees provided By larger erganizatiens; perhaps they
afe of beiter guality er are mere varied than these

revided By smaller institutiens and thus wattant the

%ﬁef eharge te the custemer: ARd, finally, losational
diffsrences may fully aceeunt for the fee diffsrences
Between larger and smaller Bf%aﬂi%ﬁﬂeﬂéghut the
data available da net permit the level of datail neces-
sary. for an analysis 18 settle this guestion, et alane {8
gxplore the guestions regarding passible differences
1A serviee gality and seirees 8k funds:

2.83*&%‘?@&'&”%&1 q

Analysis of the data from the Board's annual surveys
of retail fees charged by depository institutions for
the most recent five years (1997-2001) shows that for
the most common types of depository accounts sur-
veyed, monthly fees tended to rise by statistically
significant amounts, as did the minimum balances
ors must°maintain 'td’ aveld the fees. Sut-
vey fesults reveal a mere mixed pieture for the aver-
age minimum balanees required to gpen an account.

The fdes: associated whthossgeckatiaetions, such as
stop-payment orders and checks returned for insuffi-
cient funds, rose significantly and by substantially
more than the rate of consumer price inflation over
the period. While the proportion of institutions charg-
ing some types of ATM fees declined over the period,
the ineldenee and level ef the mere common types of
ATM fees Inereased significantly. In partieular, the
proportion of institutiens eharging the se-ealled suit-
eharge rose dramaticallly, and the level ef the fee rese
signifisantly and By an ameunt that swbstantially
exeeeded the rate ef inflation.

Finally, this article used the data obtained from the
2001 survey on fees charged for seven common
services and special actions to compare the fees
charged by large institutions with those of small
institutions. For all but one of the items, large banks
and savings associations (assets of more than $1 bil-
lion) charged significantly morfe than small insti-
tutions (assets of less than $100 millien). After an
analysis that eentrelled for the general lecation of the
institution, the differences narrewed semewhat but in
fest eases remained statistieally significant.

ANFFERDIK: DESIGN, OF THE SURNENS.

The data employed in this article were obtained
through telephone interviews conducted by Moebs
Services, of Lake Bluff, Illinois, under contract with
the Board of Governors of the Federal Reserve Sys-
tem. The number of institutions surveyed varied over
the 1997-2001 period, with abeut 1,040 surveyed in
1997 and appreximately 630 surveyed in 2001.

The statistical design of the survey consists of a
stratified random sample, with seven geographic
regions and three size classifications serving as the
strata. Because selection probabilities differ by region
and size class, the inverses of the selection probabili-
ties were employed as weights, These weights were
then employed to obtain the population estimates.

A number of changes in the statistical design were
made over this period. As explained in the text, the



most important of these was the combining of banks
and savings associations in the calculation and report-
ing of fee estimates. The number of size classifica-
tions serving to define the strata was also reduced

from five to three during this period. To facilitate
comparisons of fee estimates over time, estimates
originally reported for 1997 and 1998 were recalcu-
lated using weights based on these changes.



