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Press Release

13 November 2012 

NEW CITY INITITATIVE calls for the Chancellor to use today’s ECOFIN meeting to continue campaigning against the proposed European transaction tax  

          

A global tax on financial transactions is a workable, albeit unnecessary punitive measure. A regional tax on financial transactions implemented regionally across just 11 EU members states, is little short of an explicit invitation for businesses to move their trades and employees to areas not covered by the tax. 

Brake on economic growth 

The financial transaction tax is often seen as a simple solution to a complex problem. The New City Initiative believe the proposed European financial transaction tax is a simple way of inflicting serious damage on the EU financial markets as a whole and would prove damaging to the European financial services industry. Such a tax would put thousands of jobs in Europe at risk as firms find it easier to move operations overseas to financial centres  in the US or Asia. 

                                    

Concerns for the UK regarding implementation of the European transaction tax 

The UK Government have been successful in ensuring that such a tax will not be implemented in the UK however the Chancellor must use the ECOFIN Council meeting today to seek to ensure that the those EU countries which have not chosen to adopt the transaction tax should not suffer from the tax. 

As the details of the new transaction tax are worked out it is key that the UK government ensures that the tax does not have any extra-territorial consequences and is only applicable on those transactions where both parties in the transaction are within the 11 member states agreeing to implement the financial transaction tax.  

Daniel Pinto, Chairman of New City Initiative notes that “The British government made absolutely the right decision not to adopt the European financial transaction tax in the UK. At a time when we should be completely focused on growth in the EU and dealing the with the Eurozone crisis, the proposed transaction tax could serve as another brake on economic growth increasing both the cost of investment and reducing jobs, and it is a shame these 11 Member States are still considering the tax. The Chancellor must use today’s ECOFIN meeting to continue to ensure that the proposed tax will not hurt non-participating Member States.”
ENDS

Notes to editors: 

1. The New City Initiative is a think tank that offers an independent, expert voice in the debate over the future of financial regulation. Its members are some of the leading independent asset management firms in London and Paris. 

2. More information and copies of  NCI’s policy reports are available at www.newcityinitiative.org 

3. A European transaction tax could have the effect of increasing the costs of capital for businesses falling heavily on investors in Europe, particularly on savers and those families saving for their future through pensions and other financial products. 

4. The European Commission’s report accepts that no net revenue will be raised by the proposed transaction tax  “a stylised transaction tax on securities (STT), where it is assumed that all investment in the economy are financed with the help of securities (shares and bonds) at 0.1% is simulated to cause output losses (i.e. deviation of GDP from its long-run baseline level) of up to 1.76% in the long run, while yielding annual revenues of less than 0.1% of GDP.’ (European Commission, Commission Staff Working Paper Vol. 1 (Sum​mary), p. 33)
5. The introduction of a transaction tax would have a negative impact upon jobs within the EU. A study simulating the impact of a stock transfer tax in New York estimated that every loss of 100 jobs in the financial services sector would result in a loss of up to 112 jobs in the general services sector; 91 jobs in the business services sector; and further losses in the retail and restaurant sectors. The “spillover” effect of a European FTT would result in further reductions in the EU’s tax receipts and contribute to job losses outside of the financial sector at a time when the EU’s unemployment stands at over 10% of the adult working population.   (Page 206, Page, R (2010), Financial-Industry Tax Law Reforms Proposed in the Wake of the Financial Crisis, Tulane Law Review, pp: 191-214, citing Schwabish (2005).)
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