
www.pwc.com

The Financial
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Where are we now?
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: The draft
Directive was published on 28 September and
proposed an EU wide FTT which would apply

instruments (including equities, bonds,
derivatives and foreign currency) undertaken

would include banks, insurance companies,
leasing companies, mutual funds and pension

Member State subject to a minimum rate of

derivatives1.

: A
number of senior politicians from individual
Member States have commented on the
proposed FTT since the release of the draft
Directive. Arguably the most vocal of these
have been Wolfgang Schäuble, the German
Finance Minister, a strong advocate of the
FTT and George Osborne, the UK Chancellor

unless it is adopted at a global level. There is
also a divergence of views amongst other EU
Member States – see below.

: The FTT was one of
the items on the agenda of the G20 Summit
held in Cannes, France on 3-4 November. The
meeting considered a report2 presented by
Bill Gates regarding innovative ways in which

which referenced a FTT as one potential
option. However, the G20 meeting stopped
short of endorsing the FTT only going so far as
to “acknowledge the initiatives in some of our

G20 members such as Canada and India took

a FTT.

: The FTT was also discussed

the ECOFIN meeting in Brussels on 8
November although no consensus view was
reached on its introduction. However, the

intention to press ahead with the FTT at an
EU level notwithstanding the lack of global
agreement stating “Some may ask whether
the Commission feels the need to reconsider

FTT proposals continue to receive widespread
coverage and in many cases support from
other bodies including charities and other

wider public and even the church.
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Given the political nature of the debate surrounding a FTT
and the wider political uncertainty within the EU generally

proposals may ultimately land. Our comments on some of the
potential outcomes are discussed below:

Global adoption of a FTT: Some countries have said
that the FTT is only viable if there is global adoption.

(including some not seriously affected by the global

be a tempting way of raising revenues there is as yet no
suggestion of support by countries outside the EU

EU wide adoption of a FTT: Adoption of a FTT at an EU
wide level would require unanimous agreement amongst
all 27 Member States. Given the vocal opposition of
certain territories – in particular the United Kingdom
and Sweden – EU wide adoption also seems unlikely.
During their last meeting held on 18 November 2011,
the German Chancellor Angela Merkel and the UK Prime
Minister David Cameron made no progress with regard
to the plans for a European FTT.

Euro-zone / subset of EU countries adoption of a FTT: It
is possible that a FTT might be adopted amongst Euro-
zone members (plus other EU Member States who are
also in favour) perhaps as part of the wider move to

have to go forward under enhanced cooperation “as a

Vote of all 27 EU Member States to allow a subset of at
least 9 EU Member States to go ahead with the (same)
FTT proposal. Only the participating Member States
are bound by it and decide by unanimity. However,

when doing business with parties based in the FTT
area. It is hard to predict whether and when a vote on
enhanced cooperation will be called as a last resort.

this would not be beyond the realms of probability given

Euro-zone crisis.

Withdrawal of FTT proposals and focus on alternative

which have been raised in relation to the suitability of
a FTT from a policy perspective and the wide divisions

EU Commission may conclude that it would instead be

to ensure it makes a fair and substantial contribution.
In particular this may see the focus shift back to the

discussed at length in the IMF report issued in March 2010.

Where to from here? Next steps
The draft Directive has been sent to the 27 national
Parliaments for the subsidiarity principle test (i.e.
whether they believe the EU Commission has over-
stepped its competence and that the proposal should
not be introduced at EU-level). A one-third minority of
national Parliaments could thus delay the law-making
process for a few months and force the EU Commission

The 8-week deadline will elapse on 30 November 2011.

start on the FTT proposals in the EU Council Working

Group can reach agreement on the technical and
planning aspects, the proposal is moved up to COREPER,

of the EU-27 permanent representatives. If political
agreement cannot be reached here, the proposal moves
up to ECOFIN.

current highly charged political debate in Europe on
strengthening of economic convergence within the EU/

economic union, including even the possibility of
limited EU Treaty changes. EU leaders will meet again
on 9 December 2011 to discuss these matters. The
Euro Plus Pact Member States (23 of the EU-27) will
discuss progress on national implementation of the

parties on FTT, and in the current Euro crisis, it cannot
be ruled out entirely that certain EU leaders will try
to speed up the introduction of FTT in a subset of EU
Member States.

Denmark will take over the rotating 6-monthly EU
Presidency from Poland on 1 January 2012. FTT is
earmarked as a top priority initiative. The Danish
presidency will therefore be instrumental in taking FTT

meeting under the Danish presidency on 19 June 2012.

Actions required
Given the importance of the FTT proposals for the EU

the industry seeks to actively engage with all relevant
stakeholders in the public debate to ensure that the wider
implications of the FTT proposals are clearly understood.
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