NEW CITY INITIATVE: PRESS RELEASE

[image: image1.png]New City Initi

ive




30 September 2011 

The New City Initiative cautions that a transaction tax would be damaging to the European financial industry, particularly to the City of London. The NCI also calls for the contribution that small and medium financial enterprises make to society to be recognised. 
The NCI believes that the financial transaction tax proposed by the European Commission is a piece of legislation that risks causing further turbulence in the banking system and one which, if implemented, would prove damaging to the European financial industry, particularly to the City of London as Europe’s largest financial centre. Such a tax will put thousands of jobs in the City at risk as firms find it easier to move their operations overseas to financial centres in the US or Asia. The resulting loss incurred through foregone income and corporation tax may entirely offset any revenue derived from a transaction tax. 
In his State of the Union address delivered this week, President Barroso also declared that: “It is time for the financial sector to make a contribution back to society”. In doing so, he has continued the regrettable trend of treating all financial institutions as one entity which contributes little to society.  The NCI, its members and many other financial SMEs are proof that this is far from the case, a point that the NCI strongly made to the Cabinet of EU Commissioner Barnier during meetings in Brussels last week. 
In a forthcoming report, the NCI argues that financial SMEs are both a source of stability for the financial system and that these firms make important and frequently unrecognised contributions to society as a whole. 
Employing over 300,000 people in the UK, financial SMEs have remained a strong provider of jobs compared to large companies during the financial crisis and have made significant strides toward narrowing the gender gap and increasing workforce diversity. Over this summer, a paid internship program run by the NCI gave under-privileged students the chance to work with and learn from finance professionals across the City. An expanded version of the scheme will be run again next summer. 
Furthermore, the individuals who own and manage financial SMEs are personally invested in their clients’ success and are not driven take the ‘casino’ style risks that precipitated the type of crisis the world experienced in 2008. Financial SMEs do not pose a systemic risk to the economy. 
Thus, while the NCI certainly applauds the sentiment that financial institutions should contribute to society, it calls on policymakers to recognise that financial SMEs do make a strong contribution to society and ought not to be subject to ‘one-size fits all’ regulation intended for large firms. 
Rather than continue to engage in political posturing, the NCI urges European policymakers to focus their energies on developing solutions to the pressing issues at hand: recapitalising the continent’s banks and reducing public debt across the board. 
 Daniel Pinto, Chairman of the New City Initiative said: 
 “We at the NCI believe that the transaction tax would be very counter-productive, particularly in the City of London. It would push financial institutions to move entire activities outside the EU, thereby depriving the region of much needed jobs and tax revenues.
 The transaction tax also feels like a punitive measure at a time when a more differentiated approach is required. The EU Commission should look more closely at the positive contributions made to the economy and society by the thriving financial SME sector throughout the UK and Europe.”
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 the City of London.  
2. Start up Britain the NCI’s upcoming report on the contribution financial SMEs make to the UK, will be released next week. Its first report: Alignment of Interest: Fixing a broken City was released in August 2010. 
3. More information and copies of previous reports are available at www.newcityinitiative.org  
Contact:
Derek Laud, Director, New City Initiative: 07872506438
[image: image2.png]New City Initi

ive




35 Portman Square, London W1H 6LR Telephone: 020 7725 1888 

email: secretariat@newcityinitiative.org
