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DECEMBER 26, 2012 

Alert Memo 

Italy Introduces a Financial Transaction Tax as of 2013 
 
On December 21, 2012, the Italian Parliament approved the budget law for 2013 (the 
“Budget Law”) contemplating, among other things, the introduction of a new tax applicable 
to certain financial transactions (the “Financial Transaction Tax” or “FTT”). 

While the Budget Law includes an articulate regime of the FTT, some of its features will be 
set with a Ministerial Decree to be issued by the Ministry of Economy and Finance (the 
“Ministerial Decree”) within 30 days from the entry in force of the Budget Law (which is 
subject to its publication in the Official Gazette, expected to occur in the coming days). 

Which Transactions Will Be Hit by the FFT?  

The FTT will apply to transactions involving shares, equity-like financial instruments and 
derivatives, as well as on high-frequency trades, as follows:   

1. Shares and Equity-Like Financial Instruments 

o Which Trades on Which Securities?  

The FTT will apply to all trades entailing the transfer of title of (i) shares or 
equity-like financial instruments issued by companies resident in Italy; and (ii) 
securities representing the shares and financial instruments under (i), regardless 
of the residence of the issuer (such shares, financial instruments and securities, 
altogether the “Securities”). The FTT will also apply to any transfer of shares 
resulting from the conversion of convertible bonds. 

The rules specifically state that the FTT will apply to any such trades even if 
executed abroad and if all parties involved are not resident in Italy.  

o At Which Tax Rate and on Which Tax Base? 

For 2013 only (on the specific date of effectiveness in 2013, please see below 
under “When Will the Financial Transaction Tax Become Effective?”), the FTT 
will apply at a 0.22% rate for over-the-counter (“OTC”) transactions, reduced to 
0.12% for trades executed on a regulated market or multilateral trading facility in 
a EU Member State, or a State that is a member of the European Economic Area 
(namely, Iceland, Liechtenstein and Norway), included in the list of States and 
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territories allowing an adequate exchange of information with the Italian tax 
authorities (a “Regulated Market”).  

As of 2014, such rates will be reduced to 0.2% and 0.1%, respectively.  

With respect to these types of transactions, the FTT will be levied on a base 
equal to (i) the value resulting from the net balance of daily trades on the same 
Security; or (ii) the consideration paid for each trade.  

2. Derivatives  

o Which Derivatives?  

The FTT will apply to derivatives, such as swaps, futures, options, cash notional 
forward agreements and credit default swaps, having as a main underlying, or the 
value of which is mainly linked to, a Security (including warrants, covered 
warrants and certificates), regardless of whether they are physically or cash-
settled (the “Derivatives”).  

As it is the case with the Securities, the FTT will apply to any Derivatives even if 
executed abroad or if all parties involved are not resident in Italy.  

o At Which Tax Rate and on Which Tax Base? 

The FTT on OTC Derivatives will apply at fixed rates, which vary depending on 
the type of Derivative concluded and its notional value, up to Euro 200 for 
transactions exceeding Euro 1 million. The FFT due on Derivatives executed on 
Regulated Markets will be equal to 20% of the ordinary fixed rate and its base 
may be set with reference to standard agreements, to be indicated in the 
Ministerial Decree. 

Physically-settled Derivatives will be subject to the FTT at the rates indicated 
under 1., above, upon the transfer of the underlying Securities occurring.  
Conceivably, as the technical explanations seem to maintain, the FTT paid upon 
execution of the Derivative shall be deducted from the FTT due upon physical 
settlement. 

3. High-Frequency Trades 

o Which Trades? 

The FTT will also apply on high-frequency trading occurring on the Italian 
financial markets and relating to Securities and Derivatives, as generated by a 
computer algorithm that automatically determines the decisions related to the 
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relevant orders or metrics, their amendment or cancellation (the “High-
Frequency Trading”), in a time frame shorter than the one to be set by the 
Ministerial Decree, which, in any event, cannot be higher than half a second.  

o At Which Tax Rate? 

The FTT will apply at a 0.02% rate on any portion of the orders that are modified 
or cancelled on a daily basis, as determined by the Ministerial Decree, which, in 
any event, shall not be lower than 60% of the orders inserted.  

Who is Liable for the Financial Transaction Tax?   

The FTT cost on Securities will be borne by the purchaser, while the FTT on Derivatives 
will be borne by both parties of the relevant transactions. The FTT on High-Frequency 
Trading will be borne by the person on whose behalf the relevant orders are executed. 

The FTT will be due by the financial intermediary intervening in the trading activities, 
namely the intermediary that receives an order from a client, including non-resident 
financial intermediaries (enabled to appoint a fiscal representative). Financial intermediaries 
will be entitled to defer the execution of the trades until their clients provide the funds 
necessary to pay the FTT. In all other cases, FFT is paid directly by the relevant parties.  

Exemptions 

The FTT will not apply to:  

- Transactions involving the European Union, the European Central Bank, central banks 
of EU Member States as well as other central banks and authorities managing official 
State reserves, and other international organizations set up pursuant to international 
agreements executed by Italy; 

- Market making activities (as defined under Article 2(1)(k) of the EU Regulation No. 
236/2012 of March 14, 2012); 

- Those entities acting on behalf of the issuer to support the liquidity of its shares, in 
accordance with EU Directive 2003/6/CE of the European Parliament and Council, 
and of Directive 2004/72/CE of the European Commission;  

- Italian pension funds; 

- Transactions among certain related parties, or in connection with reorganization 
operations meeting the requirements to be determined with the Ministerial Decree;  

- Trades in ethical finance products and services as defined pursuant to applicable 
regulatory rules; 

- The following trades relating to Securities: 
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- trades of shares that are (i) negotiated on Regulated Markets, and (ii) issued 
by companies the average market capitalization of which in the month of 
November of the year preceding the year of the relevant trade was lower than 
Euro 500 millions;  

- transfers by reason of death or gift;  

- the issuance or cancellation of shares and equity-like financial instruments;  

- securities financing transactions, including stock lending or stock borrowing 
or the lending or borrowing of other financial instruments, a repurchase or 
reverse repurchase transaction, or a buy-sell back or sell-buy back 
transaction; and  

- the conversion of securities resulting in the issuance of new shares 

When Will the Financial Transaction Tax Become Effective? 

The FTT will apply on transactions executed (i) as of March 1, 2013, with respect to trades 
on Securities and High-Frequency Trading on Securities, and (ii) as of July 1, 2013, with 
respect to Derivatives and High-Frequency Trading on Derivatives.  

The rules contemplate a grace period for the payment of FTT due on trades that will be 
finalized within three months from the publication of the Ministerial Decree: the tax will 
become payable after six and a half months from such publication.  

******************* 

Should you have any questions with respect to the new Italian FTT, please not do hesitate to 
contact Vania Petrella (tel.: + 39 06 695 22 204; e-mail: vpetrella@cgsh.com) or Gianluca 
Russo (tel.: + 39 06 695 22 680; e-mail: grusso@cgsh.com) in the Rome office or any of 
your regular contacts in the Tax, Capital Markets or other practice groups at the firm. 
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