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Whatever happened to the
wealth tax?
A new wealth tax to counter the cost of the Covid-19 pandemic was the talk of the financial
pages not so long ago. Now it has disappeared… or has it?
By the end of 2020, as the huge cost of the Covid-19 pandemic became clear, there was much
discussion about the introduction of a wealth tax. It was given added impetus by the publication of a
126-page report from the Wealth Tax Commission, an independent think tank launched in 2020.
Although the Commission did not recommend a specific level of tax, it focused heavily on a one-off
tax that:
−

Applied on an individual basis;

−

Was at a flat rate of 5% on wealth above £500,000;

−

Would normally be payable as five annual instalments of 1% (plus interest); and, crucially;

−

Would cover all wealth including the value of your home and your pension.

The Commission thought that this format would lead to about 8.25 million people paying the new
tax, raising a net £260 billion for the Exchequer – at the time broadly in line with the estimated cost
of the pandemic.
A wealth tax generally polls well with the public, but that is often thought to be because those in
favour think it will not affect them. As soon as the home, savings and/or pension are included in the
definition of wealth, enthusiasm starts to fade. The 8.25 million people within the Commission’s
proposals is close to double the current number of higher and additional rate taxpayers. To make
matters worse, the National Audit Office’s latest estimate (to July 2021) for the total cost of the
pandemic is £370 billion.
The Chancellor has said he is against a wealth tax. However, his two 2021 Budgets will eventually
raise tax revenue by nearly £50 billion a year, so in the long term the Treasury will be collecting more
than the Commission’s one-off proposal would have delivered. Other than on the fringes, the
Labour Party has not backed the Commission’s proposals. Instead, it has spoken about increasing
taxes on wealth – for example, by bringing capital gains tax rates in line with income tax.
The spectre of a wealth tax seems to have evaporated for now, but tax increases (by stealth or
otherwise) – and the consequent need for tax planning – have not.
Tax laws can change. The Financial Conduct Authority does not regulate tax advice.
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Important information:
This document is marketing material. This document is provided by the author and may not necessarily represent views expressed
in other Aspect8 communications, strategies or funds. The material is not intended as an offer or solicitation for the purchase or
sale of any financial instrument. The material is not intended to provide and should not be relied on for accounting, legal or tax
advice, or investment recommendations. Reliance should not be placed on the views and information in this document when taking
individual investment and/or strategic decisions. Past performance is not a guide to future performance and may not be repeated.
The value of investments and the income from them may go down as well as up and investors may not get back the amounts
originally invested. Exchange rate changes may cause the value of any overseas investments to rise or fall. The sectors, securities,
regions and countries shown above are for illustrative purposes only and are not to be considered a recommendation to buy or sell.
All investments involve risks including the risk of possible loss of principal. Information herein is believed to be reliable but Aspect8
does not warrant its completeness or accuracy. Reliance should not be placed on the views and information in this document when
taking individual investment and/or strategic decisions. Some information quoted was obtained from external sources we consider
to be reliable. No responsibility can be accepted for errors of fact obtained from third parties, and this data may change with
market conditions. This does not exclude any duty or liability that Aspect8 has to its customers under any regulatory system.
Regions/sectors shown for illustrative purposes only and should not be viewed as a recommendation to buy/sell. This content is
issued by Aspect8 Limited, Holmwood House, Broadlands Business Campus, Langhurstwood Road, Horsham, West Sussex, RH12
4QP. Registered No. 07572431. Aspect8 Limited is a member of Best Practice IFA Group Ltd which is authorised and regulated by the
Financial Conduct Authority FCA No. 227247.
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