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Consumer protection in the context  
of overdraft facilities and overrunning
Using available data, the original full study1 examines the practice of granting credit on 
the legal basis of credit agreements in the form of an overdraft facility and overrunning in 
the whole EU and, in more depth, in selected Member States. Furthermore, the study 
analyses the state of consumer protection in the currently valid Consumer Credit Directive 
(CCD) on these types of credit agreements and identifies a number of possibilities for
future regulations to improve the so far limited protection in this credit sector.

Background 
The Directive 2008/48/EC 
(CCD) is currently being
revised. For this purpose,
the EU Commission
submitted a proposal (draft)
on 30.6.2021 2021/0171
(COD). In both documents, a distinction is made between 
credit agreements in the form of an overdraft facility and
overrunning on current accounts: different regulations
are provided for each. The term “overdraft facility” means 
an explicit credit agreement whereby a creditor makes
available to a consumer funds which exceed the current
balance in the consumer’s current account. In contrast,

the term “overrunning” means a tacitly accepted overdraft whereby a creditor makes available to a consumer funds 
which exceed the current balance in the consumer’s current account or the agreed overdraft facility. 

Key findings 
Interest rates for credit agreements in the form of an overdraft facility and overrunning vary considerably from one 
Member State to another. Relatively low annual interest rates of around 3% are economically feasible, at least in some 
Member States (e.g. Austria). However, much higher interest rates are applied in most other Member States (e.g. 
currently around 35% in Malta). Overall, several indications suggest that the interest rates for overdraft facilities (see, 
for example, the following figure) have to be considered too high, at least in part. This finding is problematic, especially 
in view of the identified correlation between credit agreements in the form of an overdraft facility and overrunning 
with household over-indebtedness, which is to be seen against the background of an estimated amount of 340,252,000 
bank accounts with an overdraft facility in the EU and up to 8,846,552 people with overdrawn bank accounts in the EU. 
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Figure: Revolving loan and overdraft facility – National values 

Source:  See Table 9 of the original study. 

The CCD contains only rudimentary and ineffective provisions to protect consumers from the risks of credit agreements 
in the form of an overdraft facility and overrunning. A large number of credit agreements, especially in the form of 
overrunning, are not covered by the CCD. Therefore, it cannot at all be said that a consistent level of protection for all 
types of credit granted via accounts has been achieved to date. Even if a credit agreement is covered by the CCD, the 
consumer is not protected against excessive interest rates and costs of such loans. Furthermore, the consumer does 
not have the right of withdrawal provided for in Article 14 of the CCD for either form of credit agreement. Nor does EU 
law contain provisions on repayment. Similarly, the CCD does not contain any restrictions for creditors regarding 
termination.  

To protect consumers from the risks of credit contracts in the form of an overdraft facility and overrunning, a future 
CCD could consider the following mechanisms: 

• Including all accounts, even without prior agreement with the lender;
• Capping interest rates and fees;
• Requiring a credit check before granting credit;
• Stating the monthly charge of such credit agreements as an absolute figure;
• Binding sanctions in case of violation of information obligations by the lender; and
• Protection against regular or permanent use of such credit agreements:

− Right to an alternative product;
− Obligation to submit a standardised comparison calculation with an alternative product; and
− Obligation to provide adequate advice to the consumer.

1 Knops, K.-O./Fromm, C., 2022, Consumer protection in the context of overdraft facilities and overrunning, Publication for the Committee on Internal 
Market and Consumer Protection (IMCO), Policy Department for Economic, Scientific and Quality of Life Policies, European Parliament, 
Luxembourg. Available at: https://www.europarl.europa.eu/RegData/etudes/STUD/2022/733969/IPOL_STU(2022)733969_EN.pdf.  
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