
        
 

Information Circular IC09-352 
 
 

       
Date: December 10, 2009 
 
To: CBOE Members  
 
From: Office of the Chairman 
 
Re: Proposed Securities Transaction Tax 
 
 
 
Attached is a letter CBOE is delivering to the Illinois Congressional Delegation regarding the 
proposed Transaction Tax (H.R. 4191).  This issue is of the highest priority -- we are actively 
working on it in Washington and we will keep you apprised of any new developments.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
TO:  MEMBERS OF THE ILLINOIS CONGRESSIONAL DELEGATION 
 
FROM: WILLIAM J. BRODSKY 
 
RE:  PROPOSED SECURITIES TRANSACTION TAX 
 
DATE:  DECEMBER 9, 2009 
 
 
 
We urge lawmakers to prevent the imposition of a securities transaction tax – especially one 
motivated by misguided anger – from jeopardizing the health of our markets.  Although intended 
as a means to generate tax revenues, H.R. 4191’s Securities Transaction Tax would adversely 
affect the entire marketplace, including the investing public.  
 
The cost of the transaction tax would be passed along to investors   
 
The notion that only the “rich” or “Wall Street” would pay is wishful thinking. Inevitably, the 
increased cost of trading would diminish market liquidity and impose added costs on investors of 
every type, even those who are not actively “trading.” Such a tax would affect virtually every 
investor, including municipalities, universities, mutual funds and pension funds.   
 
Already, investors – large and small – are taxed on every securities transaction through so-called 
“Section 31 Fees,” which are fees imposed on stock and options transactions in order to fund the 
SEC.  In addition, investors pay tax (either ordinary or capital gains tax) on the profit they make 
on a securities transaction that is not in a tax-deferred account. The new transaction tax would be 
a third tax on securities investors.   

The transaction would disproportionately impact Chicago 

As home to major financial exchanges, Chicago is rightfully known throughout the world as the 
Center for Risk Management. In addition to the thousands of people employed directly by the 
exchanges, thousands of others are employed by brokerage firms, trading boutiques and related 
entities.  Obviously, a transaction tax places the health of those businesses at risk.  Harder to 
calculate is the impact on the thousands of other businesses in other industries – real estate, 
technology hardware and software, law, accounting, consulting – that rely upon the exchanges 
and their affiliates as major customers.  These businesses, many already teetering on the edge, 
can ill afford greater costs and a further slowdown in recovery.  Our city and state cannot afford 
to lose the jobs and the tax base these businesses represent.    
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The tax would jeopardize equilibrium of regulated markets 
 
The transaction tax would increase the cost of doing business for every securities transaction. 
Market professionals would pass along these costs by widening the spreads for buying and 
selling securities.  Wider spreads and increased transaction costs will result in a less liquid and, 
possibly, more volatile marketplace. The investing public has been well served by robust and 
liquid exchange markets. While the global economic crisis exposed dangerous cracks in the 
regulation of banking and OTC markets, it also highlighted the reliability of regulated 
exchanges, which continued to provide transparent liquid markets without interruption.  We urge 
the lawmakers not to disturb the delicate balance that proved the reliability of regulated 
exchanges, even in the midst of extreme turmoil.     
 
We cannot simultaneously tax and encourage market participation  
 
Now, as our markets struggle to recover and as investors begin to rebuild portfolios, is not the 
time to impose what would more aptly be called a “participation fee.”  In essence, investors will 
be charged to participate in the market, regardless of what they earn – or lose – in any given 
transaction.  Any tax will escalate trading costs, which, in turn, will cause institutions – and 
individuals – to reduce trading activities.  A transaction tax would most certainly curtail “high 
frequency” trading, which, like it or not, accounts for as much as two-thirds of all volume in 
stock trading, according to some estimates. The bottom line is that we can least afford to raise 
the bar for market participation given the widely held consensus that there are untold dollars 
“sitting on the sidelines.”  We cannot revive a sluggish economic recovery by making 
transactions more costly for both institutional and individual investors.    

The U.S. will risk losing business to overseas markets  

Although some transaction tax advocates call for a global tax, we agree with Treasury Secretary 
Geithner’s concern that a worldwide adoption of such a tax would be difficult to impose.  We 
have not yet solved the problem of regulatory arbitrage and inconsistencies in regulation between 
U.S. markets.  It would be folly to expect that we could enforce regulatory and tax consistency 
among global markets.  It is virtually impossible to imagine how a uniform tax could be imposed 
among markets around the world, yet anything less would create huge imbalances and drive 
business away from the U.S. to less regulated, less transparent markets.   

We strongly urge you to oppose H.R.4191’s Securities Transaction Tax.  If you have any 
questions, please contact Lita Frazier at (202) 543-3944 or via email at frazier@cboe.com. 
 

Sincerely, 
 

                                                             
 

William J. Brodsky  
Chairman and CEO  
Chicago Board Options Exchange (CBOE)       
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