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1) WHAT IS A ROBIN HOOD TAX?

A Robin Hood Tax, aka Financial Transactions Tax (FTT), is a small levy of a fraction of 1% 

on trades in equities, bonds, foreign exchange and their derivatives. Because these markets 

have grown so large in recent years, dwarfing the real economy, such taxes can raise many 

billions in revenue. 

The Robin Hood Tax campaign is calling for proceeds to be used to help tackle poverty and 

climate change at home and abroad.

Financial Transactions Taxes (FTTs) have a pedigree that dates back to John Maynard 

Keynes who suggested it as a means for taming markets in the 1930s. Nobel-prize winning 

economist James Tobin famously suggested it as a means of raising revenue and ‘throwing 

sand in the wheels’ of international currency speculation in the 1970s. 

More recently it has been backed by 1,000 economists1. 

2) DO ANY FTTS EXIST?

Over 30 countries currently levy FTTs (see map), raising more than £30 billion a year in 

total2. This clearly demonstrates the tax does not need to be implemented globally to work. 

Given this provenance, it is disingenuous of critics to point to the uniquely poor design 

of the former Swedish FTT. Particularly when the UK itself has had in place over many 

decades a highly successful FTT on share transactions (currently levied at 0.5%) known as 

the Stamp Duty, which raises more than £3 billion a year3. 

FINANCIAL TRANSACTIONS AROUND THE WORLD
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EXISTING FTTS RAISING LESS THAN $1 BILLION A YEAR

EXISTING FTTS RAISING MORE THAN $1 BILLION A YEAR



3) ARE OTHER COUNTRIES CONSIDERING 
IMPLEMENTING AN FTT?

Eleven EU countries (representing 90% of Eurozone GDP), including France, Germany, Italy 

and Spain - are currently negotiating the details of a regional FTT, with strong signs that 

a deal will be struck to tax equities, derivatives and potentially corporate bonds over the 

coming weeks, with the prospect of FTT revenue being raised as early as 2017. 

4) HOW WILL PROCEEDS BE USED?

It is wrong to describe the FTT currently under discussion as a ‘European tax’ or ‘Brussels 

tax’. Like all taxes, the FTT would be collected nationally meaning it is up to each individual 

country how it spends the money. For many of the countries involved, using proceeds for 

the EU budget is a non-starter. 

The French Parliament has recently voted in favour of using 50% of revenue to tackle 

poverty and climate change internationally – this is a big breakthrough for Robin Hood Tax 

campaigners, who hope other countries will follow suit. 

5) WILL ORDINARY PEOPLE END UP PAYING?

85%4 of trades that would be FTT-liable are carried out by banks and other financial 

institutions such as hedge funds, whose clients are often high-net-worth individuals. 

Ordinary people do not, by and large, trade assets such as bonds or derivatives. 

Competitive markets mean it is unlikely FTT costs would be passed on from investment to 

retail banking.

IMF researchers studied who will end up paying transaction taxes and concluded that FTTs 

would in all likelihood be ‘highly progressive’ - being paid by the richest in society5. This is 

in complete contrast to VAT, which falls disproportionately on the poorest people6. 

6) WON’T TRADERS MOVE OVERSEAS TO AVOID THE TAX?

Moving overseas will not help avoid the tax. Take the UK’s own Stamp Duty on shares: 

when a UK share is traded the duty must be paid before legal ownership is transferred. In 

other words, if you don’t pay the tax, you don’t end up owning the asset, so there’s a big 

incentive for people to pay.

Whether traders are based in London, New York or the Cayman Islands makes no 

difference. In fact, 40% of Stamp Duty revenue comes from non-UK residents. 

A similar outcome can be achieved with other asset classes. Thirty years ago an FTT on 

derivatives would have been hard to enforce, but these problems have diminished thanks 

to the inexorable transition of markets to electronic and automated platforms, coupled 

with a new regulatory landscape. An FTT would be simple and inexpensive to plumb into 

existing infrastructure. 
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7) WILL A ROBIN HOOD TAX DESTROY FINANCIAL MARKETS? 

Many transaction costs already exist - trading commissions, spreads, clearing, settlement, 

exchange fees and administration costs for example, yet markets still function perfectly 

well. An FTT at sensible rates would only be a fraction of the overall costs – just 10% 

according to City think-tank Intelligence Capital7. Markets are perfectly capable of 

absorbing such a moderate cost. Ironically, it is often the very institutions that criticise the 

FTT that charge their clients many times that figure in fees.

Pensions are unlikely to be impacted - on average they turn over their portfolio once every 

two years and so a micro-tax applied at entry and exit from the market would be negligible 

compared with other costs and benefits8. 

At the other end of the spectrum is high frequency trading (HFT) – where computer 

algorithms fire thousands of trades a second. FTTs would reduce HFT but few would mourn 

the loss of what former Financial Services Authority boss Adair Turner termed ‘socially 

useless’ trades. It would help to dampen destabilising short-termism and rebalance markets 

towards longer-term trades and underlying fundamentals.

8) HOW WILL IT IMPACT THE CITY?

The UK’s existing FTT on shares has not prevented the London Stock Exchange from 

becoming one of the world’s most successful exchanges. In the same way, extending the 

FTT to other assets – in a way that is well designed and prudently applied - need not 

materially diminish the City as a financial centre. For financial institutions, there are huge 

benefits to being based in the UK, and a low-rated FTT can ensure that the banks make a 

fairer contribution to the public purse without a serious risk of them relocating. 

The European FTT currently in the latter stages of negotiation will provide a hugely helpful 

illustration of this point. The French and German governments clearly believe that a well-

designed FTT can be implemented without losing significant amounts of business to London. 

It’s also worth noting that an FTT implemented by France, Germany and others would still 

apply to connected trades taking place in London and so some revenue will derive from 

the UK - it is a natural consequence of designing a tax that cannot be avoided by shifting 

territories. If the UK joined in we would be able to collect a proportion of this revenue 

ourselves (the side of the trades involving UK counter-parties).

Equally, if the UK were to join the European FTT initiative, a proportion of the revenue 

would derive from overseas as well, just as it currently does with the Stamp Duty9. 

9) WHAT WOULD AN FTT’S IMPACT BE ON THE 
WIDER ECONOMY?

Many reports into the FTT’s economic impact lack credibility because they only comment 

on the purported negative effect of the tax on the economy, they do not take into account 

the positive effects billions in additional revenue will have if used to fund job creation, 

infrastructure investment and poverty reduction programmes.

A study by City think-tank Intelligence Capital10 takes these positive effects into account 

and concludes that in the UK an FTT covering shares, bonds and derivatives would raise 

£8.4 billion a year and boost GDP by 0.25%, or the equivalent of 75,000 new jobs11. 

It is worth bearing in mind that all taxes will have some impact on the economy so it is not 

appropriate to compare an FTT to doing nothing. We must compare it to other tax measures, 

such as a rise in VAT, which has been shown to be damaging for growth and regressive.
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10) CAN THE FINANCIAL SECTOR AFFORD TO PAY MORE TAX? 

The Institute for Fiscal Studies12 and the International Monetary Fund13 have both said 

the financial sector is under-taxed. One major reason is that whilst goods and services in 

the real economy attract a VAT rate of 20%, financial sector goods and services are VAT 

exempt. According to HMRC this tax break costs the UK £4.5bn a year14. 

Banks receive many other economic perks: the too-big-to-fail implicit subsidy for example, 

whereby they borrow money cheaply because creditors know if things go wrong the 

Government (read: taxpayer) will bail them out. This is worth an incredible £37.7 billion a 

year to Britain’s four biggest banks15. 

By increasing financial sector taxation a Robin Hood Tax would help to address this unfair 

economic distortion and level the playing field. 

The financial sector has proven it can comfortably afford such sums with the many billions 

it has paid out in fines and compensation, and the £100 billion it has paid in bonuses since 

the financial crisis16. 
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