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Proposal for a Council Directive 2013/0045

(7) The imposition of FTT should not negatively affect the
refinancing possibilities of financial institutions and States, 
nor monetary policies in general. Therefore, transactions with
the ECB, EFSF,ESM, EU where it exercises the function of 
management of its assets, of balance of payment loans and of 
similiar activities, and the central banks of Member States
should not be subject to FTT.

Implementing enhanced cooperation in 
the area of financial transaction tax

EU 11:
Austria, Belgium, Estonia, France, Germany, Greece, Italy, 
Portugal, Slovakia, Slovenia, Spain

to further strengthen anti-avoidance of taxation; this is achieved
through rules whereby taxation follows the „issuance principle “
as a last resort, which compounds the „principle of
establishment“, which is maintained as the main principle.
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Money Market Products

Repo
Sec. Lending

• Primary market transactions out of the scope

• The redemption are not in the nature of a primary

market transaction and should thus be taxable

• FX Swap

• FRAs

• OIS

Unsecured
MM

CP

Derivatives

min. 0,1%

0 %

secondary market

min. 0,1%

min. 0,01%

• Exchanges of financial instruments, repurchase

and reverse repurchase, securities lending and 

borrowing agreements are explicitly included into

the scope of the tax

• Not a Financial Instrument  (EU Directive 2004/39)

• Out of the scope

FTT per transaction

100 Tsd. €

FTT per transaction

0 €

FTT per transaction

100 Tsd. €

FTT per transaction

10 Tsd. €

Tax Rate 100 Mio. €
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Maturity breakdown for various money
market segments

source: ECB Euro money market survey September 2012
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Maturity Breakdown for average daily
REPO turnover

90% 

source: ECB Euro money market survey September 2012
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Bilateral vs. ECB

100 Mio.€ Repo O/N transaction (0,06%)

Transaction examples Interest Rate

167 €

100 Mio.€ use of ECB marginal lending facility (1,5%) 4.167 €

100 Mio.€ Repo 1 W  transaction (0,06 %) 1.167 €

100 Mio.€ 7 x use of ECB marginal lending facility (1,5 0%) 29.167 €

100 Mio.€ 1 W ECB MRO (0,75%) 14.583 €

90% of  Repo business is short term funding <= 1 week

100.000 €

FTT

0 €

100.000 €

0 €

0 €
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Collateral analysis

source: ICMA European repo market survey December 2012

More than 50% of European REPO  Collaterals are 
issued by EU11 countries
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REPO            bilateral        EU 11 Bond

REPO            bilateral       non EU 11 Bond

REPO              CCP           EU 11 Bond

REPO              CCP           non EU 11 Bond

Sec. Lending                     EU 11 Bond

Sec. Lending                     non EU 11 Bond        

Collateral (open trades 2 transactions)

FX Swap/OIS        EU11 Bank     EU11  Bank

FX Swap/OIS        EU11  Bank    non EU11 Bank

FX Swap/OIS     non EU11 Bank non EU11 Bank

Who has to pay FTT

EU 11 Bank non EU 11 Bank
FTT No FTT
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Potential impact on Money Market 
Products

unsecured Money Market
short term REPO business switch to unsecured MM

secured Money Market (REPO)
massive decrease of short term secured funding

use of ECB open market operation
EU11 Banks with no access to the unsecured MM have to use the ECB open market operations

FX Swap
massive decrease of short term liquidity swap facilities

OIS 
bid/Offer spreads increase, decrease in short term maturities, but overall small impact

Commercial Paper
decrease of outstanding amount, switch to the unsecured MM

FRAs
bid/offer spreads increase, but overall small impact

Securities Lending
decrease of high liquid assets (collateral upgrade) transactions between Banks and Investment companies
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Potential issues for discussion

� FTT could divide the European MM into 2 different markets

� FTT undermines the efforts of a functioning interbank market

� Short term MM Products are overtaxed

� EU11 banks will increase the use of the ECB open market
operations

� FTT - massive impact on ECB monetary policy

?

?

?

?

?
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Harald Endres

Tel: +49 89 2171-25451
E-mail: Harald.Endres@bayernlb.de

Thank you for your attention!
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This publication constitutes research of a non-binding nature on the market situation and the investment 
instruments cited here at the time of the publication of this information on March 2013. This research is, to 
the best of our knowledge, based on generally accessible sources which are reliable and accurate. 
However, no liability can be accepted for any errors or inaccuracies in information derived from these 
sources. The information used in this publication has not been checked for accuracy, completeness or 
relevance to current events. Consequently, no guarantee can be assumed for the completeness and 
accuracy of this report. This publication is for information only. It is not intended as a substitute for 
individual professional advice on investments and assets. Our investment consultants are at your disposal 
should you wish to procure additional up-to-date information.

Disclaimer


