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 Bank Payday Lending: 

  Overview of Media Coverage and Public Concerns  
 

CRL Issue Brief March 7, 2013  

Only four major banks in the U.S. are making payday loans: Fifth Third Bank, Regions Bank, 
U.S. Bank and Wells Fargo Bank. But their payday lending programs (marketed under other 
names, such as “direct deposit advance”) have received a great deal of media attention.    

In 2012, a search of the terms “direct deposit advance” or “bank payday” yielded 

100 separate individual stories – amounting to about two stories a week. 

� The stories appeared in nearly 100 different publications, and others in blogs 
and web news services 

� At least one of the big four banks was explicitly named in virtually all of these 
articles: 

• Wells Fargo + payday lend: 56 stories  

• Fifth Third + payday lend:  10 stories  

• Regions + payday lend:  45 stories  

• US Bank + payday lend:   4 stories 
 

Media reports frequently call these “direct deposit advance” programs what they are: 
payday loans.  The term “payday loans” or “debt trap” appears in connection with these 
banks in a variety of press coverage, including mainstream and national media headlines.  
Examples: 

 

Bloomberg News: “FDIC to look at payday lending by banks” 
By Carter Dougherty   
June 1, 2012 
www.startribune.com/business/156520475.html?refer=y 
 

Bloomberg News: “Hungry for Income, Banks Flirt with Payday Lending” 
By Carter Dougherty   
November 1, 2012 
http://www.businessweek.com/articles/2012-11-01/hungry-for-income-
banks-flirt-with-payday-lending 
 

PBS Nightly Business Report: “Bank Versions of Pay Day Loans” 
September 20, 2012 
Features: Fifth-Third, Wells, Regions, and USB (and their logos) 
Video: http://video.pbs.org/video/18116640 
 

New York Times:  “Chasing Fees, Banks Court Low-Income Customers” 
“Bank payday loans, which are offered as advances on direct-deposit 
paychecks, are a particularly vexing part of the new pitch from lenders, 
consumer advocates said.” 
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By Jessica Silver-Greenberg and Ben Protess   
April 25, 2012 
http://www.nytimes.com/2012/04/26/business/chasing-fees-banks-court-
low-income-customers.html?pagewanted=all&_r=0 

TIME Business & Money: “Payday Loans Bad Enough Without Banks Getting  
                                               Into Act” 

By Martha C. White    
March 4, 2013 
http://business.time.com/2013/03/04/payday-loans-are-bad-enough-
without-banks-getting-into-the-act/ 
 

TIME Business & Money: “Big Banks Elbow In On Check Cashing, Payday  
                                              Lending and Other Fringe Financial Businesses”  

By Martha C. White    
April 27, 2012 
http://business.time.com/2012/04/27/big-banks-elbow-in-on-check-
cashing-payday-lending-and-other-fringe-financial-businesses/ 

 
TIME Business & Money: “Uh Oh: Banks and Credit Unions Peddling Payday 
                                               Loans” 

By Martha C. White    
March 13, 2012 
 http://business.time.com/2012/03/13/uh-oh-banks-and-credit-unions-
peddling-payday-loans/#ixzz2MgRghP9x 

CNN Money:  “'End bank payday lending now,' consumer groups urge” 
By Blake Ellis    
March 7, 2012 
 “Some of the nation’s biggest banks are offering short-term loans with 
sky-high fees that consumer groups say are just as predatory as payday 
loans. Wells Fargo (WFC, Fortune 500), U.S. Bank (USB, Fortune 500), 
Regions (RF, Fortune 500), Guaranty Bank and Fifth Third Bank (FITB, 
Fortune 500) are among the banks offering these loans through direct 
deposit checking accounts, marketing them under such names as Checking 
Account Advance and Ready Advance loans….Like payday loans, the 
banks’ advance loans are typically made for two weeks or a month. But 
instead of using a post-dated check or accessing a consumer’s banking 
information to retrieve payments like payday lenders do, the bank pays 
itself back directly from the customer’s checking account when they 
receive their next recurring direct deposit.” 
http://money.cnn.com/2012/03/07/pf/payday-loans-banks/ 
 

MSN Money:  “Banks’ payday loans under fire” 
March 6, 2012 
http://money.msn.com/saving-money-tips/post.aspx?post=d762ed11-c5d3-
439c-b7e5-6dd1f64dab3c 
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Detroit Free Press: “Consumers Who Turn to Payday Loans May Fall Into Debt  
                                   Traps” (highlights Fifth Third Bank) 

By Susan Tompor     
March 7, 2013 
http://www.freep.com/article/20130307/COL07/303070163/Susan-
Tompor-Consumers-who-turn-to-payday-loans-may-fall-into-debt-traps 
 

ABC Affiliate, KGO-TV, San Francisco: “Woman claims she entered Wells  
                                                                      Fargo ‘debt trap’” 

By Michael Finney    
January 16, 2013 
“‘The most dangerous thing is that because they’re a bank, people think 
that it’s a safe product,’ said [Andrea] Luquetta [of the California 
Reinvestment Corporation].  [The borrower] knew what she was paying in 
fees, that $37.50, but she never thought about what that meant in terms of 
interest rate. She says she didn’t know that her annual percentage rate, or 
APR, on a 30-day loan would be 91 percent. Smith says Wells never 
disclosed the APR to her. We looked on the bank’s website and could not 
find the annual percentage rate either.”  
http://abclocal.go.com/kgo/story?section=news/7_on_your_side&id=8957
101 
 

The Arkansas Democrat-Gazette: “Loan sharks with class” 
Editorial    
October 10, 2011 
“A loan shark is a loan shark is a loan shark. Even if he’s not running 
some fly-by-night operation out of a strip mall close to the nearest military 
base, but is practicing his low trade under the aegis of some well-known 
name in American banking. Like, say, Regions or US Bank or Wells 
Fargo.” 
http://www.arkansasonline.com/news/2011/oct/12/loan-sharks-class-
20111012/ 
 

Dallas Morning News: “Banks’ ‘deposit advance’ loans just another name for 
payday lending” 

By Pamela Yip    
November 11, 2012  
http://www.dallasnews.com/business/columnists/pamela-yip/20121111-
pamela-yip-beware-of-bank-deposit-advance-loan-products.ece 
Quotes Americans for Financial Reform: “They said banks’ ‘deposit 
advance’ loans are ‘structured just like loans from payday loan stores — 
carrying a high cost, combined with a short-term balloon 
repayment…Research has long shown that these loans trap borrowers in a 
cycle of expensive long-term debt, causing serious financial harm to 
borrowers, including increased likelihood of bankruptcy, paying credit 
card debts and other bills late, delayed medical care and loss of basic 
banking privileges because of repeated overdrafts.’” 



  
 

4

The Commercial Appeal (Memphis):  
“Cashing In—Area Lenders Bank on Payday-Style Services to Reach the  
 Working Poor” 

By Jennifer Johnson    
November 4, 2012 
http://www.commercialappeal.com/news/2012/nov/04/area-lenders-bank-
payday-style-services-reach-work/ 

 

Jacksonville Business Journal Online:  

“Wells Fargo, U.S. Bank Scrutinized by Regulators for Their Payday-Like Loans” 

By Jim Hammerand     

November 2, 2012 

http://www.bizjournals.com/jacksonville/news/2012/11/02/wells-fargo-us-

bank-scrutinized-by.html 

 

Star Tribune, Business Section: “Report rips banks on 'payday' loans” 

By Jennifer Bjorhus     

April 17, 2012 

“A Minnesota group claims four banks, including Wells Fargo and U.S. 

Bank, charge as much as 365 percent interest on such loans . . . . In many 

cases, the four banks charge even higher fees and interest rates for their 

emergency loans than payday lenders, according to a brief report released 

Monday by Minnesotans for a Fair Economy. The group names Wells 

Fargo Bank, Fifth Third Bank, Regions Bank and Minneapolis-based U.S. 

Bank.” http://www.startribune.com/business/147681845.html?refer=y 

 

Minneapolis / St. Paul Business Journal “MN group claims big banks using 

‘payday’ loans, dodging rules” 

By Mark Reilly, Managing Editor     

April 17, 2012 

http://www.bizjournals.com/twincities/morning_roundup/2012/04/mn-

group-claims-big-banks-using.html 
 

WFAE 90.7: “Regions Bank Sneaks Payday Lending Into NC” 
By Julie Rose     
September 13, 2012 
http://www.wfae.org/post/regions-bank-sneaks-payday-lending-nc 

 

Raleigh News and Observer: “Legislative Black Caucus slams Regions Bank 

over payday-style loans” 

By Austin Baird    

October 11, 2012 

http://projects.newsobserver.com/under_the_dome/legislative_black_cauc

us_slams_regions_bank_over_paydaystyle_loans#storylink=cpy#storylink

=cpy 
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Coverage of Protests and Controversy 
 

Birmingham News Journal: “North Carolina Looks to Halt Regions’ Advance 
Loan Program” 

By Antrenise Cole      
October 19, 2012 
“Regions Bank’s Ready Advance loan program is catching heat from consumer 
advocacy groups and North Carolina officials who say the short-term loan product 
is too similar to payday lending, which is illegal in the state.” 
http://www.bizjournals.com/birmingham/print-edition/2012/10/19/north-carolina-
looks-to-halt-regions.html 
 
Raleigh News and Observer:  “Regions Bank Assailed for Payday-Style Loan” 
By David Ranii     
September 18, 2012 
“Consumer advocacy groups and state officials are complaining that payday 
loans, which were eradicated in North Carolina a half-dozen years ago, have 
resurfaced. The consumer groups are protesting that Alabama-based Regions 
Bank – which has six branches in North Carolina, including two in Raleigh and 
three in the Charlotte area – has managed to sidestep the state’s usury laws and 
offer a loan product that they view as predatory and pricey. They also worry other 
banks will follow Regions’ lead and offer payday loans of their own.” 
 
“Al Ripley, director of consumer and housing affairs at the N.C. Justice Center, 
said that in recent years other banks that offer payday loans elsewhere have 
considered making them available in North Carolina, but have opted against it. 
But he worries that could change now. ‘Other banks might look at it and say if 
Regions has taken the reputational hit for offering a predatory product in North 
Carolina, then if we go and do the same thing we don’t look quite as bad,’ he said. 
Ripley added: ‘I think consumer advocates would agree, A, this is a payday loan 
and, B, payday loans are bad for people. All you are going to do by offering this 
product is put people further and further into debt that they can’t afford.’”  
http://www.newsobserver.com/2012/09/18/2352194/regions-bank-assailed-for-   
payday.html#storylink=cpy 
 
Deseret News (Salt Lake City):  “Dangerous debt? Consumer advocate groups 

are urging regulators to stop payday lending by 
banks” 

By Michael De Groote    
May 21, 2012 
“The letter, signed by 250 consumer advocate groups, charities, religious 
organizations and policy think tanks, called on federal regulators to stop 
payday lending by banks, calling it ‘inherently dangerous.’” 
http://www.deseretnews.com/article/765577645/Dangerous-debt-
consumer-advocate-groups-are-urging-regulators-to-stop-payday-lending-
by-banks.html?pg=1 
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The Star Tribune (Minnesota): “Report rips banks on ‘payday’ loans”1 

By Jennifer Bjorhus     

April 17, 2012 

“A Minnesota group claims four banks, including Wells Fargo and U.S. 

Bank, charge as much as 365 percent interest on such loans.” 

“In many cases, the four banks charge even higher fees and interest rates 

for their emergency loans than payday lenders, according to a brief report 

released Monday by Minnesotans for a Fair Economy. The group names 

Wells Fargo Bank, Fifth Third Bank, Regions Bank and Minneapolis-

based U.S. Bank.” 

http://www.startribune.com/business/147681845.html?refer=y 

 
Minnesota Public Radio: “Advocates say US Bank, Wells Fargo loans prey on  

                                             low-income borrowers”2 

By Madeleine Baran    

April 17, 2012 

“‘This product is a debt trap. That’s it. It’s designed for profit and we see 

the pain that it offers,’ said Darryl Dahlheimer, program director at 

Lutheran Social Service Financial Counseling, who supports the group’s 

efforts to persuade the banks to stop offering the loans… Dahlheimer said 

that for low-income consumers who receive financial counseling at 

Lutheran Social Service, cash advances are often the first step to a ruinous 

cycle of debt and bankruptcy. Customers might receive quick cash up 

front, he said, but when part of their next paycheck or Social Security 

check is used to pay back that debt, customers will often have trouble 

paying that month's bills. Customers will then request another cash 

advance for the next paycheck, he said. ‘In the long run, when customers 

have reached the limit for cash advances or cannot pay back the amount 

owed, they face bounced checks, overdraft fees, and poor credit,’ he said.” 

“‘It’s like throwing gasoline on the fire of indebtedness,’ Dahlheimer said. 

‘People who are fairly desperate, who have poor credit, can't have access 

to traditional loans, it’s like having a product out there like an accelerant, 

which is what arsonists use, to make the problem much, much worse 

quicker.’” 

http://minnesota.publicradio.org/display/web/2012/04/17/report-us-bank-

wells-fargo-short-term-loans-prey-on-lowincome-borrowers 

  

                                                 
1
 This article references a report by Minnesotans for a Fair Economy, “Predatory Payday Lending in Minnesota: 

How U.S. Bank and Wells Fargo Hurt Consumers with ‘Cash Fast’ loans,” released April 16, 2012.  
http://b.3cdn.net/seiumaster/8d12293e77f902e9d0_55m6bvs8o.pdf.  Minnesotans for a Fair Economy is a coalition 
of labor, community and faith organizations.  The report only mentions USB and Wells Fargo, since Regions and 

Fifth-Third do not have a presence in that state, but the related press reports on all four banks. 
 
2 See note 1. 
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Minneapolis / St. Paul Business Journal “MN group claims big banks using 

                                                                      ‘payday’ loans, dodging rules” 

By Mark Reilly, Managing Editor     

April 17, 2012 

http://www.bizjournals.com/twincities/morning_roundup/2012/04/mn-

group-claims-big-banks-using.html 

 

 

Significant Concerns Expressed by Congressman, State Legislatures, and 

State Attorneys General 

 
American Banker “Lawmakers Urge Crackdown on Bank Payday Loans” 

By Victoria Finkle   
January 10, 2013 

http://www.americanbanker.com/issues/178_8/lawmakers-urge-

crackdown-on-bank-payday-loans-1055766-1.html 

 

 

SNL Bank and Thrift Daily: “Senators Call on Regulators to Stop ‘Unsafe and 

                                                   Unsound’ Payday Loans”  

By Timothy Ramos   

January 14, 2013 

http://www.snl.com/InteractiveX/ArticleAbstract.aspx?id=16758704 

 

Senate Letters to Prudential Regulators 

Sens. Blumenthal, Durbin, Schumer and Brown    

January 9, 2013 

In January 2013, U.S. Senators Richard Blumenthal (CT), Richard Durbin 

(IL), Charles Schumer (NY), Sherrod Brown (OH), and Tom Udall (NM) 

issued a letter to prudential banking regulators urging them to “take 

immediate steps to stop the financial institutions that [the] agencies 

supervise from engaging in payday lending – an unsafe and unsound 

practice – before it becomes an even larger problem in states [they] 

represent.”  The Senators note, “The banks call these loans deposit 

‘advance’ loans, but they are structured just like loans from payday loan 

storefronts, carrying a high cost (averaging 365% in annualized interest), 

combined with a short-term balloon repayment (averaging just 10 days). 

Indeed in their own advisory letters addressing payday lending, the OCC 

and FDIC both note that ‘payday loans’ are ‘also known as deferred 

deposit advances.’”  They express concern about these products because 

their “states’ residents, and consumers everywhere, deserve better from 

our nation’s financial institutions.”  

http://www.blumenthal.senate.gov/newsroom/press/release/blumenthal-

calls-on-regulators-to-act-to-stop-abusive-bank-payday-lending 
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Arizona Democratic Caucus Letter to Prudential Regulators 

Copy available upon request. 
In February 2012, The Arizona Legislature Democratic Caucus issued a 
letter to the prudential banking regulators to express “deep concern about 
efforts by mainstream banks to begin offering high-interest rate, payday-
style loans” In the letter, they note these “direct deposit advances, which 
are structured just like loans from payday loan stores, a practice prohibited 
by Arizona law . . . . The unscrupulous lending practices threaten the 
financial stability of our most vulnerable citizens.  Research unequivocally 
shows that these loans trap borrowers in a cycle-of-long term debt.  This is 
why Arizona has spent countless state resources to study and understand 
the effects of such practices, and ultimately outlaw payday lending 
entirely . . . . We call on [the banking regulators] today to take immediate 
action so that meaningful reforms taking place in Arizona and throughout 
the country in the name of consumer protection will not be undermined. “   
 

Raleigh News and Observer:  “Legislative Black Caucus slams Regions Bank 

                                                    over payday-style loans” 

   “Under the Dome”    

October 11, 2012 

“Sen. Floyd McKissick Jr., chairman of the North Carolina Legislative 

Black Caucus, sent a letter to recently sent a letter to the Alabama-based 

bank's CEO, O.B. Grayson Hall.: ‘We are deeply concerned about recent 

reports of Regions Bank offering its ‘Ready Advance’ payday loans in 

North Carolina,’ McKissick said. ‘High-cost, short-term balloon loans like 

these sharply increase the financial distress of families under economic 

strain.’” 

http://projects.newsobserver.com/under_the_dome/legislative_black_cauc

us_slams_regions_bank_over_paydaystyle_loans#storylink=cpy#storylink

=cpy 
 

Raleigh News and Observer:  “Regions Bank assailed for payday-style loan” 
By David Ranii     
September 18, 2012 
“[North Carolina] state Attorney General Roy Cooper is looking for a way 
to shut down Regions’ Ready Advance loan, which he considers to be a 
payday loan. ‘We do not want North Carolina consumers subjected to 
payday loans,’ Cooper said. ‘Payday loans are like a consumer needing a 
life preserver being thrown an anvil. It gets them on a debt treadmill, 
oftentimes.’” 
http://www.newsobserver.com/2012/09/18/2352194/regions-bank-
assailed-for-payday.html#storylink=cpy 
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Legislative Activity 
 

Federal 

The following federal bills were introduced just this past year to rein abusive lending practices: 
 
Protecting Consumers from Unreasonable Credit Rates Act (Durbin, S 3452 introduced 7/27/12),  
co-sponsors:  Sen Blumenthal, Richard [CT], Sen Boxer, Barbara [CA], Sen Merkley, Jeff [OR], 
Sen Whitehouse, Sheldon [RI]  
 
Letter of support for this bill to cap rates at 36% for all payday loans, including those by banks, 
included more than 100 consumer, civil rights, and advocacy groups representing millions of 
consumers nationally 
 
Military Lending Act Amendment (Reed, S Amd  1294  to S.1857) 
Co sponsors:  Sen Merkley, Jeff [OR] , Sen Brown, Sherrod [OH] ,  
Sen Whitehouse, Sheldon [RI]  
 
SAFE Lending Act S. 3426, introduced 7/24/ 12; S. 172 introduced 1/29/13 
Stopping Abuse and Fraud in Electronic (SAFE) Lending Act of 2013 
Co-sponsors: Senators Merkley, Blumenthal, Durbin, Udall, Harkin, Warren 
 
SAFE Lending Act  House companion bill  
Introduced by Reps. Bonamici and Cummings – March 6, 2013 
Stopping Abuse and Fraud in Electronic (SAFE) Lending Act of 2013 
http://www.albanytribune.com/06032013-bonamici-and-cummings-introduce-bill-to-stop-abuse-
and-fraud-in-payday-lending/ 
 
State 

At the state level, the legislative trend has been to rein in abusive payday loan practices. Since 
2005, no state has authorized triple-digit interest payday loans, despite aggressive industry 
attempts to pass such enabling legislative.  In fact, seven states that used to allow these payday 
products have since replaced 400% APR payday loans with a rate cap of 36% APR or lower. 
Importantly, these state-level legislative changes were done via ballot initiative between 2008 
and 2010 (Ohio, Arizona, and Montana) in which more than 60% of voters in each state voted to 
end triple-digit interest rate payday loans.    

State laws filed on payday lending generally (not specific to direct deposit advances) 

2011:  28 states had pending legislation related to payday 

2010:  26 states had pending legislation related to payday 

2009:  32 states 

Source:  National Conference of State Legislatures, http://www.ncsl.org/issues-
research/banking/payday-lending-2011-legislation.aspx 
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Payday Webinar 

October 2012 National Council of State Legislators (NCSL) webinar on payday lending for state 
legislators, noted when advertising the webinar:  “The loans can be a controversial form of credit 
because of concerns over their interest rates and whether borrowers are able to repay the loans on 
time.”  http://www.ncsl.org/issues-research/banking/2012-payday-lending-webinar.aspx 

 

Community Leaders Speaking Out 

 
A number of leaders from communities impacted by predatory payday practices are speaking out 
against and actively protesting banks’ direct deposit advance products. 

 
Faith leaders 

 

Dr. Freddie Haynes III  

Dallas South News op-ed, “No Economic Justice With Triple-Digit Payday Loans,” November 
2012  
(Dr. Haynes is Senior Pastor of the Friendship-West Baptist Church in Dallas Texas, with a 
membership of more than 12,000.  Dr. Haynes serves in various leadership capacities as a 
champion for social change, serving as Chair  - Samuel Dewitt Proctor Conference; Board of 
Directors – National Action Network; and Board of Directors – Conference of National Black 
Churches, among others.)  

 

Excerpt:  “One of the most egregious exploitations is an emerging trend among major banks 

to offer advance deposit loans or bank payday loans. When the bank repays itself, the 

customer is left with about half of the monies from that deposit, forcing yet another cycle of loan 

and interest charges to cover other living expenses. Although Wells Fargo was the first major 

bank to offer this type of loan, Fifth Third Bank, Regions Financial and U.S. Bank all now offer 

these loans… If you’re thinking that this loan sounds like a street corner payday loan, 

you’d be right. Just like storefront payday loans, these newer bank payday loans charge 

triple digit interest too. A key difference is that while 17 states and the District of Columbia 

have enacted interest rate caps of 36 percent or less, federally regulated banks appear somehow 

exempt from state laws.” 

http://www.dallassouthnews.org/2011/11/29/dr-frederick-haynes-no-economic-justice-with-

triple-digit-payday-loans/ (emphasis added) 

 

Rev. DeForest B. Soaries (former New Jersey secretary of state, and featured speaker on CNN’s 

“State of Black America”) 

In a joint statement with the nationally prominent African American ministers calling for a 

National Day of Action to end abusive payday lending practices, he states “Today we proclaim a 

new era for our communities.  An end to usury, an end to 300% interest rates, and an end to 

enslavement to both payday lenders and the banks now offering equally dangerous products.” 

http://www.nationaldayofaction.org/an-emancipation-proclamation-from-payday-lending.html 

 

Rev. Soaries also was featured recently in Sojourner’s magazine: “According to Rev. DeForest 

B. Soaries Jr., a former New Jersey secretary of state and staunch advocate of payday lending 

reform, ‘Payday loans are as sinister a presence in low-income communities today as the Jim 
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Crow practices were in black communities in the mid-20th century. I am as committed to 

protesting the allowance of predatory lending as my forebears were committed to fighting 

against segregation.’” 

Source: Faith Groups Take On Payday Lenders 

By Elaina Ramsey   January 2013 

http://sojo.net/magazine/2013/01/faith-groups-take-payday-lenders 

 

Military Community  

 

Admiral Steve Abbot, USN (Ret) President, Navy-Marine Corps Relief Society 

Senate Testimony  November 3, 2011 

In testimony before the U.S. Senate Committee On Banking, Housing and Urban Affairs, first on 

his list of “most egregious trends” was: “Banks and credit unions on and near military bases 

continue to charge exorbitant and multiple fees associated with overdraft protection and 

direct deposit advance loans … By structuring loans for a longer payback period and making 

them open-ended instead of close-ended, and for a larger amount, banks and other lending 

institutions offer installment loans that avoid the 36 APR cap instituted with the Military 

Lending Act and legally charge as much as 500% APR.”  

Among Admiral Abbot’s recommendations: “Banks and credit unions located on military 

installations should be held to a higher standard of service, offering military families, including 

military retirees, lower fees and better protection from predatory lending practices.” 

http://banking.senate.gov/public/index.cfm?FuseAction=Files.View&FileStore_id=ca463f82-

0902-4a6d-9a08-d8b7e6860fe0 (emphasis added) 

 

Michael S. Archer, Director of Military Legal Assistance, Marine Corps Installations East 

Comments to CFPB 

In his April 4 2012 comments to the CFPB regarding payday loans, Mr. Archer described the 

military’s long history of protecting soldiers from predatory lending, and he warned against the 

banks’ payday activities:  “Most ominously, a few large banks have gotten into the business of 

payday loans through the artifice of calling the loans open ended credit. (See Center for 

Responsible Lending, “Predatory Bank lending by State / Jurisdiction,” November 2011)  In this 

scheme, the bank deposits the loan amount directly into the customer’s account and then, at or 

before the next payday, removes the amount, plus interest of 390% or greater. The bank allows 

the customer to take out additional, similar loans in the typical cycle of increasing debt and 

borrowing, and calls the process “open ended” credit, to evade the MLA. By claiming to be, or 

actually being, a national bank, the lender also evades state regulation. An amendment to the 

MLA (S. 1867) proposed by Senator Jack Reed (D. Rhode Island) would have redefined the 

statutory definition of a payday loan to close this loophole.” 

Source: Comments to the CFPB, “Payday Loans, CFPB Docket 2012-0009,” Document id 

CFPB-2012-0009-0056, http://www.regulations.gov/#!documentDetail;D=CFPB-2012-0009-

0056 

Army Times, “Need emergency cash? Look to relief societies first: New payday ‘advance’ loans 

charge high rates” 

By Karen Jowers   April 2010 
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“The interest-capping payday loan law [for active duty military members] doesn’t apply to these 

other bank loans . . . . These bank loans are open-ended, which means that a bank loans a specific 

amount of money to a borrower, but once the borrower repays it, he can borrow it again. It’s 

called revolving credit.  The banks don’t identify these products as payday loans. Wells Fargo 

calls its version Direct Deposit Advance; U.S. Bank calls it Checking Account Advance….Bank 

officials do not disclose how many of these advances they make in a month, or how many 

they’ve made to service members, for business reasons . . . .” 

 

Consumer Federation of America report, “The Military Lending Act Five Years Later: Impact 

On Servicemembers, the High-Cost Small Dollar Loan Market, and the Campaign against 

Predatory Lending,”   

 By Jean Ann Fox, Director of Financial Services, CFA  May 29, 2012 

In this report on predatory lending to military members, CFA notes that “financial counselors 

confirm that these bank payday loan equivalents are being made available and causing problems 

for servicemembers.” 

http://www.consumerfed.org/pdfs/Studies.MilitaryLendingAct.5.29.12.pdf 

 

Community and Consumer Advocates and Civil Rights Groups 

Letter to Prudential Regulators 

February 22, 2012 

250 organizations submitted letter to the prudential regulators in February 2012 calling for an 

end to these bank payday loans.  The letter received extensive press coverage.   

http://www.responsiblelending.org/payday-lending/policy-legislation/regulators/letter-to-bank-

regulators-re-bank-payday-lending.html 

 

AARP Magazine, “The New Loan Sharks”  

By John Sandman    December 2012/January 2013 

Regarding the 1935 Social Security Act, which protects against creditors from garnishing Social 

Security benefits:  “While the regulation should make it harder for storefront lenders to garnish 

borrowers’ benefits, banks that make payday-style loans wouldn’t have the same difficulty.  Five 

banks – Wells Fargo, U.S. Bank, Fifth Third Bank, Regions Financial, and Guaranty Bank are 

now making payday-style loans to account holders who have benefits deposited directly into 

their accounts. None of these credit products is called a payday loan – or loan, period; most are 

branded with word like advance, such as Wells Fargo Direct Deposit Advance, which Wells 

Fargo spokeswoman Richele Messick calls ‘a creative way for customers to have advance access 

to their next deposit.’  But the terms of this kind of credit are nearly identical to the loans offered 

at storefront operations, including triple-digit interest rates and two-week ‘payday’ maturities 

due on the next deposit.  To get these loans, customers need a regular direct deposit to their 

checking accounts, and Social Security benefits qualify for this. Social Security began offering 

direct deposit in 1996, and most beneficiaries have made the transition; by March 2013 the last 

paper Social Security check should be in the mail. That convenience has an unintended 

consequence: Direct deposit can let banks grab benefits to pay off bank debts, including payday-

style loans that the banks made. ‘This [new Treasury regulation] doesn’t solve the problem of 

bank payday lenders’ getting first access to your money,’ says Julie Nepveu, senior attorney at 
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AARP Foundation. AARP has supported the efforts of several states to tighten regulations to 

protect recipients of Social Security against garnishment. ‘We and other consumer advocates 

think this kind of arrangement with your bank leads to an unlawful assignment of your Social 

Security benefits.’” 

 

Community Reinvestment Act (CRA)-related Concerns   
In connection with the most recent CRA examination for Wells Fargo, community groups across 

the country cited the bank’s direct deposit advance product as a factor that should negatively 

impact the bank’s CRA exam.   

 

See link to National People’s Action campaign here: “Tell Bank Cop to Fail Payday Lender 

Wells Fargo” http://npa-us.org/wells-fargo-cra 

See comments filed by advocacy groups: 

Americans for Financial Reform, submitted on behalf of additional groups including 

Center for Economic Integrity, Coalition of Religious Communities, Consumer Action, 

Consumer Federation of America, Consumers Union, Economic Fairness Oregon, 

National Consumer Law Center, on behalf of its low income clients, National People’s 

Action, and U.S. PIRG:  http://ourfinancialsecurity.org/2012/12/comment-letter-on-

wells-fargo-cra-rating/ 

Center for Responsible Lending and National Consumer Law Center 
http://www.responsiblelending.org/payday-lending/policy-

legislation/regulators/comments-to-occ-wells-fargo-payday-loans.html 

New York advocacy groups: 

http://nedap.org/resources/documents/NYWellsFargoFINALCRAexamletter.pdf 

Michael Milner, Executive Director, Alabama Asset Building Coalition,  

 “Banks Interested in Payday Lending?” http://alabamaabc.org/banks-interested-in-payday-

lending.php,  

“The other week I saw an article featured in the Birmingham news from the associated press that 

reported major banks are getting into Payday Lending. To say I was taken back some is an 

understatement. You see, those who are familiar with my background know that I ran the CRA 

program for a major bank holding company for 9 years and served for over 23 years with a 

Federal bank regulatory agency as a consumer compliance examiner and a regional community 

development manager… You see, banks and credit unions are different from pay day operations 

in that their charter gives them the right to use the public’s money to make money for their 

stockholders, but with that right, they have a responsibility to their communities they serve. 

Research has shown that loans from payday operations have been found to increase the odds that 

households will repeatedly overdraft and eventually lose their checking accounts. We all are 

aware of the many ways these loans are ruining the lives of many Alabamians and thousands 

across our nation as they find themselves spiraling deep into a financial abyss.” 
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Impact of Opposition to New Entry 
 
In 2011, Wells Fargo faced broad opposition to the potential roll-out of its direct deposit advance 
product in the footprint states of Wachovia, which Wells Fargo had recently acquired.  Several of 
these states prohibit relevant predatory lending practices.  To date, Wells Fargo has not rolled out 
the product in these states.   

 

“Wells Fargo Bank Backs Off Plan to Introduce Usurious Loans in New York: Groups Vow to 

Keep Payday Lenders Out of New York,” February 17, 2011 

http://www.nedap.org/pressroom/documents/2-17-11-pressrelease.pdf Groups issuing the 

release:  AARP ,  Association for Neighborhood & Housing Development, Brooklyn 

Cooperative Federal Credit Union, CAMBA, Changer, Inc., DC 37 Municipal Employees Legal 

Services, Grow Brooklyn, Lower East Side People’s Federal Credit Union, National People’s 

Action, National Federation of Community Development Credit Unions, NEDAP South 

Brooklyn Legal Services, University Neighborhood Housing Program, West  Bronx Housing and 

Neighborhood Resource Center, Inc.  

 

See also “Local Organizations Part of Effort to Keep Payday Lenders Out of New York,” Bronx 

News Network, February 25, 2011, available at 

http://www.bronxnewsnetwork.org/2011/02/local-organizations-part-of-effort-to.html.  

 

 

Academics 

 

Brian Melzer, a finance professor at Northwestern University's Kellogg School of Management, 

has researched the negative effects of payday loans. He found that households with “better 

access to payday loans are more likely to report financial distress,” and he “puts the advance 

deposit loans in the same category as payday loans.” 

Source: Federal Regulators Scrutinize Banks’ ‘Advance Direct Deposit’ Loans 

By James Rubin   May 02, 2012 

http://www.foxbusiness.com/personal-finance/2012/04/30/federal-regulators-scrutinize-banks-

advance-direct-deposit-loans/#ixzz2HVAObsXU 

Alex Mikulich, Ph.D, Assistant Professor, Jesuit Social Research Institute, College of Social 

Sciences, Loyola University 

“The Payday Shark in Your Bank Account” April 2012 blog post  

“A stunningly attractive new product is being offered by at least four banks nationwide.  The 

product—to use an overly respectful term—is called a Direct Deposit Advance (DDA).  The 

problem: DDAs work just like a predatory payday loan and appear to be even more deceptive. 

People who have their paycheck or social security benefits check deposited directly into their 

checking account with either Wells Fargo, US Bank, Fifth Third, or Regions are vulnerable to 

this deceptively simple form of a payday loan.”   http://www.loyno.edu/jsri/payday-shark-your-

bank-account 


