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France and Germany (June 19th) are firmly committed not only to preserving the 
achievements of the European Union but also to further strengthening their cooperation within 
the European Union and the eurozone. The introduction of a European FTT could play a key 
role in achieving these objectives. Our work on a European FTT should build on the French 
model, as our Finance Ministers are committed to finding a way forward in this long-standing 
process. 
 
 
1. FTT negotiations: state of play up to June 2018 

Talks to introduce a tax on the financial sector were launched in October 2010. Following 
these initial talks, the European Commission in 2011 proposed a harmonised FTT for EU 
member states, with the revenue from this tax flowing into the EU budget as EU own 
resources. The proposal was unable to secure support from a majority of member states. As a 
result, from 2013 onwards, a group of member states – encompassing Austria, Belgium, 
Estonia (until December 2015), France, Germany, Greece, Italy, Portugal, Slovakia, Slovenia 
and Spain – used the mechanism of enhanced cooperation to press forward with efforts to 
introduce an FTT. To this end, the Commission proposed a directive (similar to its original 
proposal) for the member states participating in the enhanced cooperation.  
 
Germany and France would now like these discussions on the introduction of a European FTT 
to be expanded so that as many member states as possible are again included. Moreover, 
following the inability of the 2011 proposal for a directive to gain majority support, both 
France and Germany believe it is important to deliver a proposal that is capable of producing 
a broad consensus for an FTT that has already been successfully introduced and secured 
without [much] distortion to the financial market. 
 
For this reason, Germany and France advocate the introduction of an FTT based on the FTT 
levied by France. At the same time, we would like to discuss the idea of treating the FTT as 



 

 

EU own resources or as a contribution to a eurozone budget, and the way it could be 
mutualized to some extent.  
 
 
2. France’s FTT: how it is designed, how it works 

The French FTT:  

x applies to acquisitions of equity securities issued by a company whose headquarters 
are located in France and whose market capitalisation exceeds €1 billion on 1 
December of the year prior to the year when the tax is assessed. 

x taxes the transfer of ownership of the share. 

x taxes acquisitions of French shares wherever the transaction occurs. 

x exempts certain specific operations: primary emissions, market-making and intraday 
operations. 

x is applicable in France at the rate of 0.3% on the price of acquisition. 

 
 
3. Proposal for a European FTT 
x The tax would be levied on acquisitions of shares of listed companies whose head offices 

are located in the member states and [whose market capitalisation exceeds €1 billion on 1 
December of the year prior to the year when the tax is assessed.] The tax would apply to 
all categories of shares of a company whose market capitalisation exceeds €1 billion on 1 
December of the year prior to the year when the tax is assessed. Countries that have 
already introduced an FTT (including on instruments other than domestically issued 
shares), potentially encompassing a larger tax base, would have the option of keeping it  
to the extent that the Directive provides for a minimum level of harmonisation. 

x We propose that the taxable event be defined as an acquisition that results in the transfer 
of ownership of an equity security. Transfer of ownership occurs when the securities 
acquired are registered in the purchaser’s securities account. This registration is different 
from the simple accounting entry that occurs when the custodian records the security in 
the purchaser’s securities account when executing the buy order. Thus, the acquisition of 
a security that is actually entered into the books, to the extent that it is preceded or 
followed by sales of the same security in the course of same day, would not be covered 
by the tax (thus intraday trading would not be included within the scope of the FTT). 
Only the net position of an acquisition at the end of the day would be subject to the tax. 

x The tax would be imposed regardless of the location where the transaction is conducted. 
This means that the tax would also cover transactions involving European securities 
conducted on non-European exchanges. 

x Market-making activities – which are not simply restricted to agency transactions but also 
include the possibility that the financial institution may intervene as a principal and as a 
direct counterparty to the final customer – should be exempt from the tax. Intraday 



 

 

operations should also be excluded as long as they do not result in the transfer of 
ownership of an equity security. 

x The tax rate would not be lower than 0.2% of a security’s purchase price at the time of 
acquisition (such a tax rate is easier to implement than 0.1% on the buy-side and 0.1% on 
the sale-side).  

 
 
4. FTT as EU own resources or as a contribution to the eurozone budget 

France and Germany are considering the idea of introducing the FTT as a new European 
resource including some degree of mutualisation. Such an initiative would also aim to attract 
other eurozone members into joining the enhanced cooperation. This would not preclude 
interested non-eurozone member states from also joining the enhanced cooperation. 
 
 
5. Mutualisation approach: how it could work 

France and Germany advocate some mutualisation approach.  
 
Instead of a rule requiring each participating member state to transfer its individual share of 
FTT revenue to the EU and to subtract this share from its contribution, FTT revenue could be 
mutualised among participating member states by replacing a share of the individual 
contributions of participating member states through a combination that is to be designed. 
 
Further expertise is required regarding the assessment of the FTT's overall yield, which may 
be undervalued in the Commission's current 3.6€bn estimate. France and Germany encourage 
the Commission to review its forecast, notably in light of actual data gathered by those 
member states which have already implemented such a FTT. A consolidated figure will 
enable more refined projections of the potential gains for each participating member state. 
 
 
6. Potential tax avoidance strategies 

This proposed FTT system would greatly limit the risks of circumvention since all 
transactions involving the equity securities of listed companies with registered offices in a 
member state would be taxed, irrespective of where the transaction takes place, nationality, or 
the place of residence of possible financial intermediaries. 

The only way for issuing companies to exclude their titles from the scope of the tax would be 
for them to move their head offices outside a country participating in the enhanced 
cooperation. Companies are very unlikely to do this for the sole reason of avoiding a 0.2% tax 
on secondary market transactions, and such behaviour has not been experienced in France. 


