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Italy and Portugal have both pledged to support an EU-wide Financial

Transaction Tax (FTT) via enhanced co-operation. In the interim however,

both nations are forging ahead to introduce national legislation with the

view of enforceability as early as Jan 2013 for Italy and sometime 2013/2014

for Portugal. A brief overview of both proposals is provided below. Whilst

the final shape remains uncertain, this is a clear example of heightened

political will around the EU for the introduction of some form of FTT. We

expect many member states to follow suit if enhanced co-operation is not

accelerated.

Italy

An Italian version of the FTT is currently
being discussed as part of the latest budget
package. Set out below are the expected
provisions to be introduced. However, as
no official provisions that are being
discussed are presently available,
amendments are therefore extremely likely.

Structure

The FTT should be structured as a stamp
duty (imposta di bollo) with a 0.05% tax
rate on the transaction value. Whilst the
tax rate remains the same, tax will be
applied on the transactional value for
shares and on notional value for
derivatives. This will result in the burden
on the latter financial instruments being
significantly disproportionate. In the EU
proposal, the derivatives rate (0.01%) is
one tenth of the normal rate (0.1%).

Objective scope

The FTT should essentially target two
kinds of financial instruments:

(a) sale of shares and other
participating instruments issued
by Italian companies;

(b) transactions in derivatives, unless
such derivatives involve EU or EEA
white-listed Government bonds.

Territorial scope

The sale of shares and other participating
instruments issued by Italian companies
should be subject to the FTT in the
following two scenarios:

(i) when the sale takes place in the
territory of the State, irrespective
of who the contracting parties are;

(ii) when the sale takes place outside
of the territory of the State,
provided that at least one of the
contracting parties is Italian.

Transactions in derivatives, unless such
derivatives involve EU or EEA white-listed
Government bonds however, are likely to
be subject to the FTT whenever at least one
of the contracting parties is Italian.

Exemptions

Transactions with the following
counterparties should be exempted: the
European Union, the European Central
Bank, central banks of EU Member States,
central banks of other States, supra-
national entities.

Implementing provisions

Further details of the FTT should be
provided by a Ministry of Finance decree,
to be issued within 60 days from the
approval of the budget package. Under the
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proposals, the Italian FTT could come into
force as early as 1 January 2013.

Portugal

Yesterday afternoon the Portuguese
Government submitted to the Parliament
the draft of the State Budget Law for 2013.
Included was a proposal for the Parliament
to authorise the Government to legislate on
the introduction of the FTT, likely by way
of inclusion into the already existing Stamp
Duty Code. If accepted, legislation will
need to be published in 2013. The main
features of the draft proposal are set out
below:-

Structure

Rates are yet to be determined by the
Government when exercising Parliament's
authorisation but proposed to be:

- up to 0.3% as general rate
- up to 0.1% for high frequency

trading
- up to 0.3% for financial derivatives

Scope

The FTT is likely to be applicable to
financial transactions in the secondary
market, buy sell transactions of financial
instruments, such as equities, bonds,
money market instruments, units or shares
in funds, structured products and
derivatives and the conclusion or
amendment of derivatives' contracts.

Exemptions

Exemptions will apply to the issue of
securities, transactions with international
institutions, Central Banks and other
entities yet to be determined (e.g. market
makers).

Implementation provisions

It is unclear at this stage whether the
enforceability date is envisaged to be in
2013 or 2014.

Conclusion

These initiatives are at a minimum, a clear
indication of political willingness to
introduce an FTT in Italy and Portugal and
leave little doubt that some form of FTT
will be introduced sooner rather than later.
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