68 Groups Endorse the Wall Street Tax Act

February 22, 2021

Honorable Members
United States House of Representatives
Washington, DC 20515

Dear Representative,

On behalf of the 68 undersigned organizations, we are writing to urge you to cosponsor the Wall
Street Tax Act of 2021, H.R. 328, introduced by Rep. Peter DeFazio (D-Ore.). In the face of the
current COVID-19 pandemic and the economic suffering it has caused across the country, it is
deeply disturbing that Wall Street’s profits are soaring. Reinstating a Wall Street tax, also called
a financial transaction tax (FTT), in the U.S. is an important step toward having Wall Street pay
its fair share of taxes. While creating significant revenues, it would help reduce financial sector
risk and volatility, reorienting Wall Street’s focus away from speculation toward long-term
investments that support Main Street businesses, employees, and working families. Additionally,
it is one way to begin to take on the rampant economic inequality in America.

While ordinary people pay sales taxes on all manner of goods and services, no such taxes
currently apply to Wall Street actors when they make trades.* Moreover, financial firms have had
their taxes slashed in recent years—banks received some of the largest giveaways from the 2017
Trump-Republican tax breaks bill,2 which cost more than $1.9 trillion. The Wall Street Tax Act
would begin to chip away at this imbalance by imposing a very small 0.1%-— or ten cents per
$100 — tax on purchases of stocks, bonds, or derivatives. Even at that small rate, the tax would
raise nearly $777 billion in revenue over the next decade? that could be used to invest in working
family priorities like education, health care, childcare, housing, environmental protection and
rebuilding infrastructure.

The cost of the tax would fall overwhelmingly on Wall Street high rollers and high-frequency
traders who use computer programs to game the market, increasing costs and reducing profits for
average investors*. The past decade has seen an explosion in automated high-frequency trading
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and these trades are estimated to now make up around half of market trading volumes.® High-
frequency traders flood markets with enormous volumes of extremely short-term trades executed
in less than a millisecond, in order to exploit momentary discrepancies in market value. Recent
research shows that “latency arbitrage” by high-frequency trading amounts to a $5 billion “tax”
on traders across markets worldwide.® And, unconscionably, high-frequency traders have been
profiting off market volatility episodes throughout the pandemic.” The investment of capital and
labor in this kind of trading does not provide substantive value to society or the economy more
broadly. Such short-term speculation also increases risk and volatility in our financial markets.
The kind of high-frequency trading that sparked the “Flash Crash” in 2010® continues to pose a
danger to financial stability and reliable market liquidity.®

Even a very small financial transaction tax such as the 10 basis-point tax proposed by the
DeFazio bill would effectively eliminate high-frequency trading but it would have negligible
impact on the average American. Since nearly half of the population owns no stock market
wealth at all, even indirectly through a retirement account,*° they would pay nothing. Instead, the
richest members of society would pay the vast majority of the tax. Three-quarters of the revenues
from a 0.1 % Wall Street tax would come from the top 20% of earners and 40% would be paid
by the top earning 1%. Nearly a quarter of the proceeds of the tax (23.5%) would come from just
the wealthiest among us—the top 0.1% of earners.!

Despite outlandish claims spread by Wall Street’s disinformation campaign,*? retirement savers
would not be harmed by the tax and are likely to benefit. Most investors currently pay far more
than ten cents per $100 of their transactions in overhead fees, commissions, fund management
fees, and other private costs built into the financial system,'® Which largely profit large
institutional trading platforms and big banks. Therefore, reduced churn from having a tax in
place may totally offset the cost of the tax because the higher cost commissions and other
existing fees investors already pay would concurrently be reduced.'* Even ignoring that
likelihood, middle-income Americans with the typical retirement account would pay little more
than $1 per month ($13 per year) on average for a 0.1% FTT.%® Nor would pension funds be
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damaged by this tax, evidenced by the fact that these funds are already significantly invested in
foreign markets that levy financial transaction taxes.'® Retirees are likely beneficiaries from the
revenues of the tax, since the government would have additional resources to strengthen or even
expand critical retirement programs like Social Security, Medicare, and nutrition assistance for
seniors.

Many families are still struggling to regain their footing even more than a decade after the 2008
financial crisis, and the current COVID-19 economic crisis has further entrenched financial
insecurity for some. This is especially true for communities of color.!” A financial transaction tax
could play a role in addressing the nation’s deep racial wealth inequality. As a result of public
policies that for generations systematically excluded Black, Latino, and other families of color
from wealth-building opportunities that benefit White families, stock ownership is extremely
racially skewed. In 2019, 92.1% of corporate equity and mutual fund value was owned by White
households, while Black and Hispanic households each owned less than 2% of the total value.®
Yet people of color are often the hardest hit when Wall Street speculation undermines good jobs
and drives productive investment out of communities. By redirecting resources from short-term
speculation to investments in the real economy, a financial transaction tax would be a force for
greater equity for Americans of all backgrounds.

FTTs are not new. The United States had a financial transaction tax on the books from 1914-
1965 and the tax rate was doubled during the Great Depression as a way to address the economic
crisis.’® Around forty countries currently have an FTT, including large economies and advanced
capital markets, including France, Hong Kong, India, South Korea, Switzerland, and the UK.
Prominent American investors including Berkshire Hathaway CEO Warren Buffett, the
Vanguard Group founder and former CEO John Bogle, CalSTRS CEO Jack Ehnes, former Head
of Corporate Governance for TIAA-CREF John Wilcox , and Goldman Sachs former Chairman
John Whitehead all signed on to the Aspen Institute’s principles on overcoming short-termism,
which endorsed an excise tax on trading.? Former Secretary of Labor, Robert Reich?!; U.S.
Treasury Secretary Robert Rubin;?? and former counselor to the U.S. Treasury Secretary,
Antonio Weiss,? also support a financial transaction tax.
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The Wall Street Tax Act is a commonsense solution to promote sustainable economic growth by
helping return Wall Street to its proper role of financing long-term investments that create good
jobs, instead of engaging in short-term speculation. It’s time for Congress to take action and pass
this sensible legislation.

We urge you to show your support for this win-win proposal by cosponsoring the Wall Street
Tax Act, H.R. 328.

Sincerely,
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