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Financial

Financial institutions tax may not get out of 1st gear
February 5, 2015 
By Daniel Young and Salman Aleem Khan

A tax aimed at curbing risk-taking by financial institutions has 
seemingly little vocal support from the Obama administration, which 
proposed it, and one opponent said the proposal is “dead-on-arrival” 
as far as Congress is concerned.

The proposal, contained within the 2016 budget released by the 
administration Feb. 2, is a tax levied on large financial institutions 
with $50 billion or more in assets.

“This fee will complement other Administration policies aimed at 
preventing future financial crises and making the economy more 
resilient,” the proposal said. “Even with the end of ‘too big to fail,’ ex-
cessive leverage still creates risks for the broader economy. Alongside 
capital requirements and other tools that help rein in excessive lever-
age, a financial fee would improve economic stability by attaching a 
direct cost to leverage for large firms.”

The 7-basis-point tax would impact about 100 financial institu-
tions and net $112 billion over 10 years, according to a release from 
the White House, which did not respond to calls and emails. The U.S. 
Treasury Department said the fee would affect domestic and foreign 
banks, as well as bank holding companies, insurance companies, 
savings and loan holding companies, exchanges, asset managers, 
broker/dealers, specialty finance companies, and financial captives.

SNL analyzed financial institutions with more than $50 billion in 
assets that could potentially be exposed to the tax proposal, includ-
ing 28 top-tier banks and thrifts, 23 GAAP-filing nonbank financial 
services institutions and 25 GAAP-filing insurance institutions. SNL 
calculated the estimated applicable fee for each company by apply-
ing the Treasury’s criteria for covered liabilities to financial data as of 
Sept. 30, 2014. The analysis excludes financial services and insurance 
companies that do not file GAAP statements.

Not surprisingly, the proposal lacks industry support.
“We’re encouraged by the reaction on Capitol Hill that the pro-

posal is dead-on-arrival. We appreciate that a number of members 
of Congress are looking at it in the way we are,” said Payson Peabody, 
managing director and tax counsel at the Securities Industry and 
Financial Markets Association. “We think that a special sector-specific 
tax on financial institutions is the wrong way to go.”

Peabody said the tax would limit access to credit. “It would essen-
tially raise the cost of saving, lending and borrowing. It could lead to 
higher cost of home mortgages, auto loans or saving for college and 
would put U.S. companies at a competitive disadvantage compared 
to international competitors,” he added.

Financial Services Roundtable CEO Tim Pawlenty shared Peabody’s 
and others’ concerns that the policy would limit access to credit. “It 
adds costs to what would otherwise be lending for homes and new 
businesses and the like,” he told SNL. “There are lots of ways to ad-

dress concerns about banks, but this tax doesn’t seem to be associ-
ated with any of those concerns; it is just kind of a general tax.”

Consumer Bankers Association President and CEO Richard Hunt 
said in a statement that “it is time to end the demonization of bank-
ing. Hamstringing banks via a punitive tax will only squeeze con-
sumer credit and harm our already shaky economic recovery.”

“There are lots of ways to address concerns about banks, but 
this tax doesn’t seem to be associated with any of those con-
cerns; it is just kind of a general tax.”

  –– Tim Pawlenty, CEO of the Financial Services Roundtable 
While the proposal strikes a sour note with the financial sector 

and its supporters, the administration has been relatively quiet on 
the subject. President Barack Obama did not discuss the proposal 
during the State of the Union address, even though the proposal 
had been floated in advance of the address. Even during discussions 
of the budget, the proposal has been noticeably absent. Obama did 
not mention the proposal during a Feb. 2 talk at the Department of 
Homeland Security, and Rep. Nancy Pelosi, D-Calif., left it out of her 
comments at a Brookings Institution talk Feb. 3.

However, Treasury Secretary Jack Lew did mention the proposal 
during his prepared remarks before the House Ways and Means 
Committee on Feb. 3, saying that the fee would discourage excessive 
borrowing by large financial institutions.

When asked during the hearing if the Treasury had studied the 
effects of the fee on cost of credit and its impact on families and 
business, Lew dodged the question, saying that the administration 
looked at a “percentage impact,” but changed gears to say the tax is 
a “fairly small fee in terms of size” and that it is “designed to have an 
effect to be complementary to the reforms we’ve made.”

“This would make it a little more costly to have leverage, but it 
would not make it prohibitively costly,” he said. He added the fee 
would be offset by benefits to financial firms proposed in the budget.

SIFMA said the administration’s argument that this would im-
prove financial regulations or the ability of the financial system is 
misplaced. “We think that financial regulators should be in charge of 
addressing the width of the financial system — not tax administra-
tors,” Peabody said.

An across-the-board solution offered by the administration could 
force banks to reduce their leverage with a tax, according to Peabody, 
but it does not address the real problem of over-leveraging, which he 
said would be better tackled by regulators.

“It’s kind of throwing up your hands and saying that this whole 
edifice of financial regulation is not working and therefore we need 
to just propose this draconian across-the-board rule and cut back 
everyone’s leverage in the U.S.,” Peabody said. “That would clearly 
have inefficiencies and those inefficiencies would raise the cost of 
capital for Main Street and for individuals … and would indirectly hit 
large and diverse parts of the economy.”        i
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Institutions potentially exposed to Obama administration's tax proposal
Financial institutions with assets over $50 billion as of Sept. 30, 2014

Company (ticker)

Total 
assets 

($B)

Total 
covered 

liabilities 
($B)1

Total 
covered 

liabilities/
total assets 

(%)

Estimated 
applicable 

tax fee 
($B)2

Banking institutions
JPMorgan Chase & Co. (JPM)  2,527.01  2,295.73  90.85  1.61 
Bank of America Corp. (BAC)  2,126.14  1,887.46  88.77  1.32 
Citigroup Inc. (C)  1,882.85  1,670.58  88.73  1.17 
Wells Fargo & Co. (WFC)  1,636.86  1,454.37  88.85  1.02 
U.S. Bancorp (USB)  391.28  348.14  88.97  0.24 
Bank of New York Mellon Corp. (BK)  386.30  347.85  90.05  0.24 
PNC Financial Services Group Inc. (PNC)  334.60  290.12  86.71  0.20 
Capital One Financial Corp. (COF)  300.44  256.43  85.35  0.18 
HSBC North America Holdings Inc.  280.27  248.91  88.81  0.17 
State Street Corp. (STT)  274.82  253.66  92.30  0.18 
TD Bank US Holding Co.  242.23  217.08  89.62  0.15 
BB&T Corp. (BBT)  187.02  162.78  87.04  0.11 
SunTrust Banks Inc. (STI)  186.86  164.69  88.14  0.12 
Fifth Third Bancorp (FITB)  134.19  118.78  88.52  0.08 
Citizens Financial Group Inc. (CFG)  131.52  112.14  85.26  0.08 
BMO Financial Corp.  119.79  105.47  88.05  0.07 
Regions Financial Corp. (RF)  119.30  102.14  85.62  0.07 
Santander Holdings USA Inc.  113.54  95.17  83.82  0.07 
Northern Trust Corp. (NTRS)  111.15  102.61  92.31  0.07 
MUFG Americas Holdings Corp.  110.88  95.83  86.43  0.07 
M&T Bank Corp. (MTB)  97.23  84.90  87.32  0.06 
KeyCorp (KEY)  89.88  79.40  88.33  0.06 
BancWest Corp.  86.89  74.50  85.74  0.05 
BBVA Compass Bancshares Inc.  79.19  67.29  84.98  0.05 
Comerica Inc. (CMA)  68.95  61.52  89.22  0.04 
Huntington Bancshares Inc. (HBAN)  64.33  58.05  90.23  0.04 
Deutsche Bank Trust Corp.  60.72  53.60  88.28  0.04 
Zions BanCorp. (ZION)  55.46  48.14  86.80  0.03 

Aggregate 12,199.69  10,857.34  89.00  7.60 
Nonbank financial services institutions*
Fannie Mae (FNMA)  3,230.32  3,223.92  99.80  2.26 
Freddie Mac (FMCC)  1,922.78  1,917.60  99.73  1.34 
Goldman Sachs Group Inc. (GS)  868.93  786.27  90.49  0.55 
Morgan Stanley (MS)  814.51  740.50  90.91  0.52 
General Electric Capital Corp.  506.91  417.84  82.43  0.29 
Credit Suisse (USA) Inc.  362.36  339.27  93.63  0.24 
Farm Credit System  271.32  225.51  83.11  0.16 
BlackRock Inc. (BLK)  222.81  195.58  87.78  0.14 
American Express Co. (AXP)  153.86  133.65  86.86  0.09 
Ally Financial Inc. (ALLY)  149.20  134.01  89.82  0.09 
Charles Schwab Corp. (SCHW)  147.44  135.97  92.22  0.10 
Navient Corp. (NAVI)  140.35  136.19  97.04  0.10 
Ford Motor Credit Co. LLC  121.22  109.89  90.66  0.08 
Starwood Property Trust Inc. (STWD)  116.89  113.03  96.69  0.08 
Toyota Motor Credit Corp.  106.02  98.05  92.49  0.07 
Annaly Capital Management Inc. (NLY)  87.39  74.28  85.00  0.05 
Discover Financial Services (DFS)  80.60  69.30  85.98  0.05 
Intercontinental Exchange Inc. (ICE)  67.29  54.64  81.21  0.04 
KKR & Co. LP (KKR)  66.33  14.52  21.89  0.01 
American Honda Finance Corp.  65.74  54.81  83.37  0.04 
CME Group Inc. (CME)  63.97  42.43  66.33  0.03 
American Capital Agency Corp. (AGNC)  62.35  52.99  84.99  0.04 
Oaktree Capital Group LLC (OAK)  52.65  50.80  96.48  0.04 

Aggregate  9,681.24  9,121.03  94.21  6.38 
Insurance institutions**
MetLife Inc. (MET)  908.63  517.85  56.99  0.36 
Prudential Financial Inc. (PRU)  764.15  429.18  56.16  0.30 
American International Group Inc. (AIG)  527.19  340.40  64.57  0.24 
Berkshire Hathaway Inc. (BRK.A)  517.36  277.06  53.55  0.19 
Lincoln National Corp. (LNC)  248.45  110.06  44.30  0.08 
Hartford Financial Services Group Inc. (HIG)  247.10  91.95  37.21  0.06 
Voya Financial Inc. (VOYA)  224.30  100.10  44.63  0.07 
Principal Financial Group Inc. (PFG)  216.42  67.76  31.31  0.05 
AXA Equitable Life Insurance Co.  189.76  64.34  33.91  0.05 
Ameriprise Financial Inc. (AMP)  147.19  55.43  37.66  0.04 
United Services Automobile Association ~  129.19  102.99  79.72  0.07 
Aflac Inc. (AFL)  127.25  109.40  85.97  0.08 
Liberty Mutual Holding Co. Inc.  123.75  103.02  83.25  0.07 
Genworth Financial Inc. (GNW)  110.51  83.97  75.98  0.06 
Allstate Corp. (ALL)  108.31  81.46  75.21  0.06 
Travelers Cos. Inc. (TRV)  104.52  79.20  75.77  0.06 
UnitedHealth Group Inc. (UNH)  85.43  52.82  61.83  0.04 
Protective Life Corp.  70.55  51.94  73.62  0.04 
Anthem Inc. (ANTM)  62.06  37.76  60.85  0.03 
Unum Group (UNM) ^  61.96  52.72  85.08  0.04 
Great-West Life & Annuity Insurance Co.  57.78  28.13  48.69  0.02 
CNA Financial Corp. (CNA)  55.73  42.70  76.61  0.03 
Cigna Corp. (CI)  55.65  35.90  64.50  0.03 
Aetna Inc. (AET)  53.03  33.64  63.44  0.02 
Chubb Corp. (CB)  52.07  35.56  68.30  0.02 

Aggregate  5,248.35  2,985.34  56.88  2.09 
Data compiled Feb. 2, 2015.
* Includes financial institutions that file with the SEC and are classified neither as banks or insurance entities.
** Includes listed and nonlisted insurance institutions that file with the SEC.
1 Defined based on the tax proposal as total assets less total equity. For insurance companies, separate account 
assets were excluded.
2 Represents 0.07% of the total covered liabilities as defined in the tax proposal.
^ Separate account assets for the institution were not available.
~ Financials are based on FR Y9-C regulatory filings.
Source: SNL Financial


