
 

 

Dear Chancellor, 

Re: Representation for Spring Budget 2021 

The Investment Association (IA) is pleased to submit its representation for your Spring 2021 Budget.  

We recognise that this is a pivotal time for the UK, given that this is the first Budget following the 

conclusion of the transition period with the EU and the introduction of wide-ranging COVID-19 

economic support. Amidst the ongoing uncertainty about public health and the macro-

economic outlook, the importance of having a strong savings and investment culture 

cannot be overstated. 

We are all faced with the need to give careful consideration to the UK’s place in the world, how 

we build back better and transition to net zero. Our industry is seeking to contribute strongly to 

this process and our submission sets out a number related recommendations.  

As the second largest investment management centre in the world, after the US, the UK’s industry is 

global in outlook. A policy environment that supports our open and innovative sector will ensure we 

can best serve our customers both in the UK and around the world, while making a strong 

contribution to UK growth, jobs and tax revenue. A resilient and stable business environment, 

facilitated by appropriate regulation and leading international standards, will incentivise inward 

investment and stimulate advances in financial services products and technology.  

While there is a clear opportunity to extend and enhance the UK’s global position having left the 

EU, we must preserve our position as the portfolio management engine room for customers 

internationally, achieved through the delegation process. The market openness that defines our 

approach to delegation characterises our wider approach to the UK fund market. Over the course of 

the past few years, the IA has worked closely with HM Treasury to develop the Overseas Fund 

Regime which is being legislated for through the Financial Services Bill. Safeguarding the ability to 

offer investment funds from overseas jurisdictions into the UK remains a critical priority for our 

industry, for the benefit of our clients.   
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This is also a key moment to define the shape of the future UK fund regime. The open Call for Input 

is most welcome and we look forward to continuing to work closely with HM Treasury on how we 

can drive competitiveness and innovation in investment funds, leveraging opportunities to serve a 

broader customer base, invest across public and private markets, and harness changing technology 

to transform delivery. Our industry is keen to play its role in the Government’s important levelling 

up agenda by supporting investment in jobs and better infrastructure across the UK. 

In our submission, we make proposals which will boost the competitiveness of the UK economy and 

the global standing of the UK investment management industry, delivering high quality jobs and 

domestic growth. These are ambitious plans to capitalise on the areas in which the UK is already 

leading, including: 

 Implementing the recommendations of the Asset Management Taskforce’s UK Funds 

Regime Working Group through the current UK Funds Regime Review to make the UK a 

more attractive fund domicile. This includes the creation of the Long-Term Asset Fund 

(LTAF) as well as other significant enhancements which broaden the range of available UK 

funds and optimises the regulatory, tax and broader delivery framework. A thriving fund 

domicile will not only boost UK export capabilities, but facilitate employment and further 

innovation with the potential to benefit all regions of the UK. 

 A coherent regulatory environment to underpin the Government’s ambitions for 

decarbonisation and climate change adaptation in order to facilitate better management 

of climate-related risks and opportunities across the UK economy, while supporting a 

sustainable transition. 

It will also be necessary to deal with issues which make the UK a less attractive place to do business, 
adding cost and complexity and potentially disadvantaging our customers. For example:  

 An urgent review of scope the Financial Services Compensation Scheme (FSCS) which is 

long overdue and needed to reinstate the “polluter pays” principle. 

 Consumers to be properly protected from the growing menace of online scams. The 

imposition of a legal obligation on online platforms to monitor the adverts that they carry, 

ensuring that they do not facilitate fraud, would help to avoid innocent individuals 

losing large amounts of money. 

 

Many of the proposals in this submission originate from HM Treasury’s own Asset Management 
Taskforce. This is an invaluable forum for the Government, industry and regulator to identify and 
deliver better outcomes for consumers and boost the competitiveness of the industry. We look 
forward to continuing this constructive relationship and would welcome a Budget which shows the 
Government continues to back the UK’s world-leading investment management industry.  

Yours sincerely, 
 

 
 
 
Chris Cummings  
Chief Executive 
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BUDGET 2021: PROPOSALS FROM THE INVESTMENT ASSOCIATION 

As the transition period with the EU has now ended, it is right that the Government is considering 

the UK’s future regulatory framework and the continuity of our world leading regime. The IA is 

working closely with the Government on how we can continue to attract and serve our truly global 

client base and further improve the competitiveness of the UK’s investment management industry. 

 

COMPETITIVENESS  

 Ensure the UK is home to a competitive, predictable regulatory and tax regime: As HM 

Treasury continues its review of the UK regulatory framework, the IA believes it should 

ensure the regulators have consideration for appropriateness and proportionality in its 

decision-making, as well as a regard for the importance of global innovation and 

competitiveness. Successful regulators have transparent priorities and consider the 

cumulative impact of changes being made, and their total costs. 

 

It is imperative for the UK to have a tax regime that is competitive, stable and 

predictable, so that businesses have the confidence to make long term decisions.  

The UK’s exit from the EU as well as the increasing pressure on the public finances as a 

result of COVID-19 raise important questions about the future of the UK’s tax regime in the 

immediate and the longer term.  

 

The IA welcomes HM Treasury’s recent Call for Input into the review of the UK fund regime 

encompassing regulations, direct and indirect taxes, as well as recognising the opportunities 

that improvement to the UK’s funds regime can bring.    

 

In addition to the review of the fund regime, the IA urges publication of a wider UK tax 

roadmap setting out the longer-term view of the Government, which would help provide 

businesses with certainty and confidence to invest and expand in the UK, much like the 

corporate tax roadmap published in 2010.  A clear roadmap across the range of taxes, 

including corporate tax, income tax, capital gains tax and VAT combined with early 

consultation with sufficient lead time for taxpayers and businesses to prepare for upcoming 

changes will help build a stable and robust tax regime.  

 

 Enhanced engagement: Positive, timely and open engagement from HMT and HMRC is 

more valuable now than ever before, as businesses continue to review their operations to 

meet the demands of the evolving regulatory and political environment and make long 

term business and investment decisions. This includes both areas of new legislation and 

policy changes as well as navigating through existing legislation. It needs to be ensured that 

any policy initiatives and new legislation are introduced with advanced notice and sufficient 

prior consultation; and that existing legislation and tax policies are applied on a consistent 

basis offering real time interaction with HMRC and supplying certainty to businesses.  It is 

also important, throughout HMRC and HMT, to take a strategic view and focus on 

the long-term term benefits and opportunities and proportionality of measures 

rather than considering the short-term tax take or adding significant complexity to 

counter small cases of perceived avoidance. 
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The IA values excellent constructive engagement with HMT and HMRC that has resulted in 

positive and proportionate outcomes for the Government and investment management 

businesses, funds and their investors in a number of areas including UK Non-Resident 

Capital Gains rules, the UK Guidance on (now scaled back) DAC6 provisions and OECD BEPS 

2.0 proposals.  

 

Over the previous 12 months, there have been some significant consultations on various 

aspects of the UK tax rules, such as the Call for Evidence on VAT Grouping, the Consultation 

on notification of Uncertain Tax Positions, and the Consultation on Making Tax Digital for 

Corporation Tax. Each of these proposals led to a significant amount of compliance and 

administrative costs, including potentially significant system changes for businesses with 

little lead time to prepare for the change.  We also note the recent publication from the 

Office for Tax Simplification’s call for evidence on making tax easier through the 

smarter use of third-party data. We urge that any proposals arising from this call for 

evidence are subject to a fully considered cost-benefit analysis and are targeted at 

areas where there is a material tax gap.  

 

We urge that as the Government considers the future tax regime, strong emphasis is placed 

on a coherent, longer term strategy that is widely communicated and builds in sufficient 

time for consulting with stakeholders. Equal emphasis should also be placed on tax policy 

being applied on a consistent basis building a position of trust between HMRC and 

businesses.  

 

 Protect the position of the UK as a leading international financial services hub: As a long-

established international norm, delegation is crucial to the proper and efficient operation of 

investment management across the globe. The UK’s investment management industry is 

built on the delegation principle and maintaining it is critical. Portfolio management sits 

at the beginning of the financial services value chain with many other financial 

services existing to support the investment management sector. Portfolio 

management is therefore critical also to the success of the UK’s wider financial 

services cluster. 

 Protect the interest of savers and investors in UK funds: The UK should as a matter of 

priority review its double tax agreements with EU27 member states; prioritising 

negotiations with France, Spain and Italy with a view to removing withholding taxes that UK 

funds now suffer from following the UK’s exit from the EU. This significantly impacts on the 

returns of savers and investors in UK funds, thereby damaging the competitiveness of UK 

funds investing in the EU compared to their EU counterparts.  

 

Amidst the ongoing uncertainty about public health and the macro-economic outlook, the 

importance of having a strong savings and investment culture for the long term cannot be 

overstated. It is therefore critical to maintain a tax regime that supports and encourages 

savings. The differential between the tax rates for capital gains and income is aimed exactly 

at this savings aspect and the IA strongly urges that the interests of savers and investors are 

protected while considering any significant changes to the UK capital gains tax regime. 
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 The role of the ISA: It is important the Government continues to support and 

develop the ISA regime. We would stress two aspects to consider. First, it is 

essential that ISAs can accommodate the full range of asset classes available to 

retail investment fund customers. We urge the Government to reconsider recent 

HMRC proposals on property funds which will in effect send a signal that such 

investments are not appropriate for ISAs. This has broader implications for 

investment opportunities for UK fund customers, including the forthcoming LTAF 

which should also be ISA eligible. Second, the investment management industry is 

keen to work further with Government to explore how ISAs might better be 

deployed to help address inter-generational wealth gaps. This theme is particularly 

important in the context of the post-Covid recovery and the need for appropriate 

mobilisation of capital, together with mechanisms to foster greater inclusion. 

 

 Review of the UK VAT Regime in a global context: A competitive VAT regime that allows 

businesses to effectively manage their VAT costs is a vital consideration. We strongly urge 

that the consultation on VAT in Fund Management, which was announced in Spring Budget 

2020 but delayed due to the pandemic, be issued as a matter of urgency as it forms an 

important element of the overall success of the UK fund regime. The review should not only 

look at a more consistent and comprehensive application of the current VAT exemption for 

Fund Management but also aim to maintain a competitive VAT environment for UK based 

investment managers by continuing to apply the VAT exemption / outside the scope with 

recovery (OSR) treatment to management of all existing and new fund structures. 

 Future relationship with the EU: The UK/EU Trade and Cooperation Agreement (TCA) offers 

only basic provisions on financial services as per WTO rules and does not amount to 

equivalence for UK firms. We welcome the fact that the EU/UK remain committed to 

negotiating a separate Memorandum of Understanding (MOU) by end of March 2021. The 

IA encourages discussions on regulatory initiatives to be as early in the process as possible 

to avoid divergence, and for clear commitments to industry consultation. The IA advocates 

that the future forum should enhance the transparency in the process, whilst being 

respectful of the unilateral nature of the determination. The MOU should reference the 

importance of adherence to international standards and commitments to cooperating in 

international fora such as IOSCO and FSB. 

 

 Address the rise in the cost of regulation: A high cost regulatory regime acts as a powerful 

disincentive for firms to establish themselves or stay in the UK and the current inexorable 

rise must be addressed. The stand-out item in this regard is the FSCS levy which is forecast 

to rise to more than £1 billion in the next financial year. For investment managers it has 

risen from £2m to £200m in just three years. This unreasonable level of increase cuts 

deeply against the proportionality of costs levied on industries (given that FSCS levy 

increases are driven by poor behaviours outside the investment management sector). An 

urgent review of the purpose and scope of the FSCS levy is long overdue, including 

consideration of reinstating the “polluter pays” principle. We value our continued 

engagement with HM Treasury, the FCA and the FSCS to reform the levy.  
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 Listings regime: This is an important and opportune moment to review the UK’s 

listing rules. Ensuring the UK is strategically positioned to attract a diverse range of 

high-quality companies from key sectors to list and operate in the UK is essential to 

providing jobs, investment and tax revenues and delivering a sustainable economic 

recovery that supports the UK in achieving its net zero commitments. The UK has 

long been regarded as a leader in stewardship and corporate governance and 

enjoys a high level of investor confidence, attracting the capital of both domestic 

and overseas investors to UK equities. Higher governance standards, flexibility 

through the comply and explain regime and an appropriate regulatory approach 

combined with effective investor engagement are seen by overseas investors as 

representing lower risk, meaning companies can raise capital at a lower cost than 

competitors in markets which are perceived to have lower standards. This Review 

should aim to support an innovative and dynamic capital markets ecosystem that 

encourages a cluster of high-growth companies to come to the UK whilst 

maintaining the UK’s world leading stewardship and corporate governance 

standards. We look forward to continuing to work closely with Government as it 

develops its work in this area. 

 

 Make the UK the ‘go to’ destination for international businesses and talent: The industry 

supports 113,000 jobs across the UK. 1 in 10 of these are international workers. The UK 

needs joined-up policies which grow and attract talent from both domestic and 

international sources. The IA’s ‘Talent Strategy for the Investment Management Industry’ 

sets out the industry’s priorities and our Investment20/20 talent programme gives young 

people from a wide range of backgrounds a first foot on the ladder of a career in 

investment management. Continuing to develop the UK’s domestic skills pipeline is of 

crucial importance to the attractiveness of the UK as an international business 

destination. 

 

 Protecting consumers from economic crime: It is essential that we ensure that consumers 

are properly protected from the growing threat of online scams. The IA has created best 

practice guides for our members and held training and education events. We have worked 

with third parties, including the City of London Police, to ensure that they are aware of our 

concerns, and we have also met with the Security Minister to stress the need for 

Government action in targeting the facilitators of this crime, in particular online advertising. 

o Legitimate advertising by regulated firms on online platforms is already subject to 

the financial promotions regime. Fraudulent advertising is of course already illegal. 

o What would really help is the imposition of an obligation on the online platforms 

themselves to monitor the adverts that they carry, ensuring that they do not 

facilitate fraud. 

o To achieve this, it would be necessary to bring the online platform providers into 

the regulatory regime, creating a specific new regulatory activity of ‘carrying 

adverts’ or ‘publishing promotions’ or something similar. 

o If the Government won’t tackle this through the forthcoming Online Safety Bill, as 

we believe it should, it is hoped the Online Advertising Programme (or another 

mechanism) will soon include robust proposals to see this achieved rapidly. 

 

https://www.theia.org/sites/default/files/2019-09/IA%20Talent%20Strategy%20report.pdf
https://www.investment2020.org.uk/
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 Remove obstacles to investment with our biggest economic partners: We encourage HM 

Treasury and the Home Office to review the Proceeds of Crime Act (POCA) to allow 

investment in companies producing or selling products derived from cannabis in markets 

where this is legal. POCA is an extremely important piece of legislation ensuring that 

criminal funds do not enter the financial system but at present it could criminalise 

investment in mainstream consumer goods companies listed on the New York Stock 

Exchange.    

 

 A structured role for the ICO given the importance of data transfer: The Government 

should make sure that the ICO is included in any regulatory discussion and has the 

competitiveness and international outlook objectives included within its mandate. In 2020, 

the IA worked with authorities in both countries to encourage a UK-US regulatory dialogue 

to end a gridlock caused by a US interpretation of UK data protection law which was 

preventing UK-based investment managers from serving clients in the largest investment 

market in the world. 

 

LEADING THE WORLD 

There is an opportunity to reshape the policy and regulatory environment to further enable world-

class delivery of products and services both to UK savers and investors, and the millions of overseas 

customers served directly or indirectly from the UK.  As we review the overall UK regulatory 

architecture, there is the chance to engineer specific long-term changes, which will increase the 

UK’s commercial attractiveness, providing opportunities for firms to develop new products and seek 

new trading opportunities, giving the UK an edge over international competitors.  

 Launch the LTAF: The LTAF offers a new fund structure allowing wider access to assets such 

as infrastructure and private companies which are not regularly traded. It will provide the 

benefits of greater diversification for pension savers and investors, while helping to provide 

much needed additional investment for the UK economy. The LTAF could be included as 

part of a refreshed ISA regime referenced earlier. 

 

Following the Chancellor’s commitment in November 2020 to launch to LTAF before the 

end of this year, focus now needs to be on designing the LTAF to make it accessible and safe 

for investors. In particular, the IA believes that the existing Non-UCITS Retail Scheme 

(NURS) framework would provide this foundation and importantly make it available to retail 

investors. 

 

 Create a globally attractive UK funds range: We welcome HM Treasury’s Call for Input on 

the UK fund regime building on various proposals in the IA-led UK Funds Regime Working 

Group report. Fund delivery is a dynamic process and the UK needs to be innovative 

and responsive, with support from Government and the regulator. The Call for Input 

is a useful first step in this direction. Focus on innovation to meet the evolving 

needs of investors and economies is an important element of building a successful 

global fund hub. Some initiatives are more successful than others, but success as a 

jurisdiction should be measured not in terms of individual fund vehicles but the 

collective impact on attractiveness. 

 

https://www.theia.org/sites/default/files/2020-04/20200330-ukfrwgfinalreport.pdf
https://www.theia.org/sites/default/files/2020-04/20200330-ukfrwgfinalreport.pdf
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We urge HM Treasury to look again at the proposals which were put forward to the Asset 

Management Taskforce for a distinctive range of fund types and take a holistic approach, 

based on the three key areas highlighted in it:  

o The fund regime, widening the focus towards the Onshore Professional Fund 

proposals alongside the LTAF; 

o Incremental improvement in the regulatory and tax regime, with an emphasis on 
the UK VAT rules as well as tax efficiency of UK funds, but also including areas such 
as Direct2Funds and the single rule book; and  

o Promotion and support, including a new working level industry-regulatory forum.    
 

 Sector-specific net zero transition plans: Climate change is one of the most urgent and 

significant systemic risks the world faces, and we are committed to the UK’s vision for a 

successful COP26 that drives change. We recognise that if the threat of climate change 

is not addressed it will fundamentally undermine the basis on which our economy, 

businesses and jobs are founded. We welcome the Government’s intention to set 

out a roadmap to ensure mandatory Task Force on Climate-related Financial 

Disclosures (TCFD) reporting across the economy by 2025. We ask the Government 

to set out, as soon as it is able, clear, long-term signals and guidance on the nature 

and speed of the UK’s transition to net zero, including the specific actions that will be 

necessary in every sector of the economy. The industry is keen to work with 

policymakers to help identify clear pathways to transition for different sectors of 

the economy and help tackle any gaps between the intention and delivery of the 

Paris Agreement goals. This will enable investment managers to factor climate 

transition risks more accurately into their investment decisions for the long-term 

benefit of their clients and the planet. 

 Green Gilts: We included the introduction of a Green Gilt in our Budget submission 

last year and welcome the Government’s plan to issue one. The issuance of a Green 

Gilt comes at an opportune time: not only in striving to achieve the UK’s net zero 

target but also in seeking to meet social and economic needs in order to support 

post-Brexit, post-COVID-19 sustainable growth which is in line with the 

Government’s ‘levelling up’ goals. We have set up a working group to provide a 

forum for members to work through the technical challenges and support the 

proposed integration of a social investment element, with funding available for 

environmental projects with social co-benefits. 

 The roadmap on climate-related disclosures: The investment management industry is also 

working through HM Treasury’s Asset Management Taskforce to improve stewardship 

practices in the UK. In November 2020 we published Investing with Purpose, a report for the 

Taskforce on placing stewardship at the heart of sustainable growth. This work will further 

strengthen stewardship practices and embed the consideration of material environmental, 

social and governance (ESG) in UK companies. As the UK Government sets out its roadmap 

towards mandatory TCFD-aligned climate-related disclosures, we ask the Government to 

take forward the report’s recommendation to amend company law to require all large UK 

incorporated companies (public and private) to report in line with TCFD. The roadmap 

should also consider initiatives to assist smaller public and private companies to comply 

with TCFD reporting. Failing to acknowledge the aggregated environmental, social and 

https://www.theia.org/sites/default/files/2020-11/Asset%20Management%20Taskforce_proof7.pdf
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governance impact of these companies will mean any reporting does not capture the true 

scope of climate-related data potentially available. We support the recommendation of the 

UK joint regulator and government TCFD Taskforce for more detailed expectations to 

supplement the TCFD recommendations to provide greater international comparability and 

consistency. 

 

 Maintain the UK’s leading-edge on FinTech: Build upon the FCA’s position as the leading 

global regulatory body by scaling-up Project Innovate to strengthen support for domestic 

and foreign FinTechs operating within investment management and related buy-side 

sectors. Regional prioritisation and growth of FinTech solutions together with the further 

development of the diverse skills and talent the industry requires is needed to help future 

proof the UK’s FinTech sector. We recommend including FinTech as part of the UK’s 

economic diplomacy (and the openness agenda), specifically by creating and fostering buy-

side specific FinTech partnerships. An example of such partnerships can be seen within 

the Global Partner Programme put together by the Investment Association’s 

FinTech Hub and Accelerator IA Engine, which focusses on establishing relations and 

facilitating the sharing of insights with key international FinTech Hubs.  

 

GLOBAL OUTLOOK 

For the UK to enhance its position as a world-leading centre for investment management, priority 

needs to be given to Government support and promotion of investment management in key 

markets.  

 Drawing on the full international ‘toolbox’ for mutually beneficial cooperation and 

mutual access: Working with the industry to identify key markets, HM Treasury should use 

the full range of policy routes to advance cooperation, including free trade agreements 

(FTAs), (funds, firms, and people), regulatory dialogues, MOUs, tax treaties and data 

agreements, with mutual recognition as the key platform. The role of FTAs and regulatory 

dialogues are to clear the way for savers and investors to have the maximum choice of fund 

and fund manager, placing the UK at the centre of international capital allocation. This 

approach is reflected in the inclusion of financial services regulatory dialogue in the 

UK-Japan Comprehensive Economic Partnership and UK-Swiss MOU with its intent 

to negotiate an ambitious, outcomes-based mutual recognition agreement 

between the UK and Switzerland. For the latter, the IA has made separate 

representations and is supportive of the Chancellor's belief that, “it is possible to 

achieve genuinely fluid cross-border trade in financial services, while recognising 

and respecting that different jurisdictions can achieve the same outcomes in 

different ways”. 

 

 Strengthening the UK’s voice in global rule-making: The UK has a well-respected 

reputation as a leader on financial services regulation. The Government has developed a 

meaningful dialogue with free trade agreement partners to address market access issues 

and take advantage of the opportunities from greater cooperation. The IA is a member of 

the Government’s Financial Services Trade Advisory Group which provides HM Treasury and 

the Department for International Trade with strategic insights into how the sector is 

responding to trade developments. We recommend the UK leverage strong bilateral 

https://www.theiaengine.com/global-partners/
https://www.theiaengine.com/
https://www.gov.uk/government/news/uk-and-switzerland-to-deepen-cooperation-on-financial-services
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partnerships with the major markets, their regulators and governments as part of a wider 

approach to economic diplomacy and that the UK makes the representation of the UK’s 

interests on international bodies, such as IOSCO, a metric for the FCA, PRA and other 

authorities. 

 

 Following best practice on the promotion of the industry: Adopt the tripartite approach of 

Government, industry and regulator as used successfully in other major markets. The 

relative success of other jurisdictions has been driven by an agile regulatory environment 

combined with strong and enduring political and regulatory support in promoting those 

jurisdictions’ business interests internationally. 


