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Executive summary
Financial services: a strategic UK asset

The Government has set out a clear ambition to deliver growth across the country, support wealth
creation, reindustrialise the economy and make life more affordable. The Autumn Budget is an
important opportunity to create the conditions in which the UK’s financial services sector can deploy
its full growth-driving capabilities in support of these objectives.

Financial services are already a strategic UK industry of global scale and a critical enabler of growth
across the wider economy, providing the finance and infrastructure on which the UK economy and
regional growth depend.

Strong banking sector results have prompted renewed debate about whether the sector should make
a still greater contribution through a higher Bank Corporation Tax Surcharge or some form of windfall
tax. UK Finance strongly opposes further increases in sector-specific taxation and believes
the most pro-growth choice at this Budget is to keep sector taxation stable and predictable.

A strong financial services sector is a prerequisite for a strong economy. The Government should
reinforce its commitment to the financial services reform agenda set out in the Modern Industrial
Strategy and the Financial Services Growth and Competitiveness Strategy (FSGCS) and ensure the
financial services sector’s role as an enabler of growth is reflected in its forthcoming ten-year plan.

Tax policy that supports growth

Sustainable profitability underpins the strength of the UK’s banking sector and its ability to drive
growth in the wider economy, because it enables individual banks to generate capital, attract
investment and maintain lending through the economic cycle. Raising sector-specific taxes would
work in the opposite direction, undermining the FSGCS’s objectives of strengthening the sector’s
competitiveness and increasing its contribution to growth.

Tax policy also matters for international competitiveness. The total tax rate faced by a model
corporate and investment bank in London remains materially higher than in other major international
financial centres — now standing at 46.5 per cent, compared to the next highest rate of 42.2 per cent
in Amsterdam, and almost 19 percentage points above that of New York (27.9 per cent).’

The direction of travel elsewhere is also important. Frankfurt's total tax rate stands at 39.1 per cent
and Germany has announced measures to boost growth, including reducing its headline corporation
tax rate by one per cent a year from 2028 to 2032.

Further increases in bank-specific taxes would widen the differential between the UK and other
jurisdictions, weakening the attractiveness of London as a global financial centre and of the UK as a
location for individual banks to invest, deploy capital and allocate jobs in this country.

UK Finance also opposes using reserve remuneration as a mechanism for imposing an
additional charge on the banking sector. Reserve remuneration is integral to the implementation
and transmission of monetary policy, and changes to the existing arrangements could affect the
pricing of mortgages and deposits as well as institutions’ capacity to lend and invest.

The Government should instead provide long-term certainty by maintaining the existing tax
settlement and setting out a pathway to improve the international competitiveness of bank taxation
over time.

" PwC research for UK Finance, September 2026
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Unlocking growth in every postcode: UK Finance’s recommendations

In Plan for Growth: From Strategy to Delivery, published in May 2026, UK Finance set out the
elements of the Government’s existing financial services reform agenda that can make the greatest
contribution to its growth ambitions.? The priority now is delivery.

UK Finance’s recommendations for Budget 2026 are as follows:

Recommendations on taxation
¢ Maintain the current framework for bank taxation and reserve remuneration.

o Update the Corporate Tax Roadmap with a clear, fiscally responsible and evidence-led
pathway to narrow the international tax gap, and support the UK’s competitiveness
through a medium-term review of the Bank Levy and Bank Corporation Tax Surcharge.

Recommendations for growth

1. Take decisive action at pace now to reduce firm-level capital requirements at least in
line with the Financial Policy Committee’s benchmark reduction, which will support the
Government’s efforts to boost growth and strengthen the public finances.

2. Pass the Financial Services and Markets Bill swiftly, maintaining its coherence and pro-
growth purpose, and continue reducing unnecessary regulatory, supervisory and
administrative burdens — helping firms to compete and innovate while delivering better value,
choice and outcomes for consumers.

3. Sustain delivery of the National Payments Vision, including retail payments infrastructure
modernisation, the Great British Tokenised Deposits initiative and commercially sustainable
Open Banking.

4. Deliver the ongoing capital markets modernisation programme to protect the UK’s status
as a global financial centre and mobilise capital for domestic investment, and invigorate UK
equity markets by removing the 0.5 per cent stamp duty on shares in UK companies.

5. Strengthen tech and telecom firms’ responsibilities to prevent fraud through shared
responsibility for victim reimbursement linked to where fraud cases originate, or other
proportionate mechanisms that require firms to contribute towards fraud prevention activity
based on the level of fraud facilitated through their services. Require mandatory seller
verification and on-platform payment options for online marketplaces, alongside new
fraudulent advertising duties.

6. Maximise the impact of the expanded Growth Guarantee Scheme through a joined-up
Business Growth Service and a national SME finance awareness and readiness programme.

7. Partner with the financial services sector to drive place-based investment and lending,
including through a Financial Services Good Growth Council convened by No.10 North,
bringing together national and devolved government, public financial institutions and private
sector finance to help unlock investable opportunities across the country.

8. Deepen the financial services sector’s role as a delivery partner for the Government’s
housing ambitions, by building on existing partnership through the Warm Homes Plan,
implementing homebuying and selling reform, and delivering the Government’s long-term
housing strategy.

9. Strengthen the UK’s financial relationships with key jurisdictions, particularly the EU
and the US, and use the Overseas Recognition Regimes and the Overseas Prudential
Regulation Regime to reduce friction for UK firms operating globally.

Taken together, these measures would increase the UK financial services sector’'s capacity to
finance homes and businesses, support reindustrialisation and innovation, and mobilise private
sector capital alongside public investment. By taking these steps at this Budget and carrying forward
the same approach into its forthcoming ten-year plan, the Government will strengthen the
foundations for investment and growth in the UK, creating greater opportunity across the country
and supporting more secure household finances.

2 Plan for Growth: From Strategy to Delivery, UK Finance, May 2026



https://www.ukfinance.org.uk/system/files/2026-05/Plan%20for%20Growth%20From%20Strategy%20to%20Delivery.pdf
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1. A stable and internationally competitive tax
environment

A competitive and predictable tax environment is essential if financial services are to play their full
part in delivering the Government’s priorities — mobilising private sector capital alongside public
investment and financing homes, local businesses, infrastructure and regeneration.

Recent results reported by the banking sector largely reflect a temporary peak in the interest-rate
cycle rather than a structural change in profitability. They have, however, prompted renewed debate
about whether it should contribute more, through an increase in the Bank Corporation Tax Surcharge
or some form of windfall tax, both of which would have negative knock-on implications.

The most pro-growth choice, at this juncture, is to keep the sector’s tax position stable. This would
allow banks to continue to generate the capital, attract the investment and sustain the lending on
which the Government’s growth mission depends.

Financial services is a strategic UK industry and an enabler of growth

Financial services is a strategic UK industry of global scale, providing the finance and infrastructure
on which households, businesses and the Government’s wider economic ambitions depend.

The sector accounts for 9 per cent of UK economic output® and net exports of £103 billion in 2025,
making the UK the world’s largest net exporter of financial services. It supports around £1.75 trillion
of outstanding mortgages® and almost £200 billion of SME lending and overdrafts.® Moreover,
lending to businesses continues to diversify, with over two-thirds of gross SME lending in 2025
coming from challenger and specialist banks, and non-bank finance providers, as well as through a
wider range of products.’

The sector also processes nearly 50 billion payments annually,® and connects UK businesses to
domestic and international capital, with around £584 billion raised annually through UK capital
markets between 2020 and 2024, equivalent to the combined market value of HSBC, Shell and
AstraZeneca.

That contribution is already spread across every region and nation of the UK. The sector supports
over a million jobs, almost six in ten of which are outside London.® UK Finance’s latest postcode-
level data on outstanding SME lending — a subset of total outstanding SME loans — shows that 78
per cent of this was lent outside the capital.’® Around 83 per cent of new house-purchase lending in
2025 was outside Greater London. "’

The Modern Industrial Strategy recognises the sector as a major UK growth industry in its own right
and an enabler of other strategic sectors.’? The ten-year Financial Services Growth and
Competitiveness Strategy provides a framework for strengthening both roles.™ The Budget should
aim to unlock the sector’s capacity to support investment and growth across the UK.

3 Financial Services Growth and Competitiveness Strategy, HM Treasury, July 2025

4 One Year On: Delivering the Financial Services Growth and Competitiveness Strategy, HM Treasury, July 2026

5 Mortgage lending statistics - June 2026, FCA, June 2026

6 Bankstats Tables, Bank of England, June 2026

7 Small Business Finance Markets 2026, British Business Bank, March 2026

8 UK Payments Markets 2025, UK Finance, August 2026

9 Workforce jobs by region and industry, Q4 2025, ONS, June 2026

0 The dataset is published as part of the industry’s commitment to improve transparency about the geographical spread of lending. It reports outstanding
drawn loans and overdrafts to SMEs by the postcode of the business’s primary trading location, based on data supplied by participating lenders. The latest
dataset records around £85 billion of outstanding SME loans and overdrafts, of which around £66 billion is outside London. See SME lending within UK
postcodes — H2 2025, UK Finance, June 2026

" Loans Where We Live: Regional Mortgage Market Compendium 2026, UK Finance, May 2026

12 Modern Industrial Strategy, HM Government, June 2025

'3 Financial Services Growth and Competitiveness Strategy, HM Treasury, July 2025



https://assets.publishing.service.gov.uk/media/687e612692957f2ec567c621/Financial_Services__Growth___Competitiveness_Strategy_final.pdf
https://assets.publishing.service.gov.uk/media/6a58f7483ae256c99b702f73/One_Year_On___Delivering_the_Financial_Services_Growth_and_Competitiveness_Strategy.pdf
https://www.fca.org.uk/data/mortgage-lending-statistics
https://www.bankofengland.co.uk/statistics/tables
https://www.british-business-bank.co.uk/sites/g/files/sovrnj166/files/2026-03/report-small-business-finance-markets-2026.pdf
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/datasets/workforcejobsbyregionandindustryjobs05
https://www.ukfinance.org.uk/data-and-research/data/sme-lending-within-uk-postcodes
https://www.ukfinance.org.uk/data-and-research/data/sme-lending-within-uk-postcodes
https://www.ukfinance.org.uk/policy-and-guidance/reports/loans-where-we-live-regional-mortgage-market-compendium-2026
https://assets.publishing.service.gov.uk/media/69256e16367485ea116a56de/industrial_strategy_policy_paper.pdf
https://assets.publishing.service.gov.uk/media/687e612692957f2ec567c621/Financial_Services__Growth___Competitiveness_Strategy_final.pdf
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Tax policy also affects international competitiveness. Analysis produced by PwC for UK Finance
shows that the UK’s total tax rate for a model corporate and investment bank is materially higher
than in other major international financial centres.™

The projected 2026 total tax rates for London and competitor financial centres places them in the
following order, from highest to lowest: London (46.5 per cent), Amsterdam (42.2 per cent), Frankfurt
(39.1 per cent), Dublin (29.0 per cent), and New York (27.9 per cent).

A rise in sector-specific taxation would widen that gap. For example, an increase in the Bank
Corporation Tax Surcharge to a hypothetical 8 per cent in 2027, from 3 per cent today, would take
London’s total tax rate to approximately 50.5 per cent — over eight percentage points above
Amsterdam and more than 20 above New York.

The direction of travel elsewhere reinforces this competitive challenge. Germany is reducing its
headline corporation tax rate by one percentage point a year from 2028 to 2032,"® which will take
Frankfurt’s total tax rate to around 34 per cent by 2032 and widen the gap with London further.

Tax is not the only consideration when firms decide where to invest, locate activity or deploy capital
— the UK’s deep markets, skills base, legal framework and international connectivity remain major
strengths. But in a highly mobile sector, headline rates, sector-specific taxes and the stability of the
overall framework form a material part of the investment calculation.

Banks already make a substantial fiscal contribution, paying the taxes applicable to businesses
generally, alongside additional sector-specific taxes including the Bank Corporation Tax Surcharge
and the Bank Levy. In the most recent year covered by UK Finance’s Total Tax Contribution analysis,
the banking sector paid more than £43 billion in tax — around 4.3 per cent of total UK tax receipts.'®

Sustainable profitability underpins a strong and resilient banking system, enabling banks to generate
capital, attract investment and maintain lending through the economic cycle. That capacity supports
mortgages and housebuilding, working and growth capital for businesses, infrastructure and
regeneration across the country.

There is therefore a longer-term fiscal as well as economic case for stability. A successful and
growing financial services sector generates employment and substantial tax receipts while
supporting growth across the wider economy. The Financial Services Growth and Competitiveness
Strategy recognises the economic value of stability and predictability — the Budget should reinforce
that approach by avoiding further sector-specific bank taxation.

UK Finance strongly opposes applying a tax to reserve remuneration or modifying the current
arrangements for remunerating reserve balances held at the Bank of England.

Reserves created through quantitative easing were not a simple transfer of value to banks. When
the Bank of England acquired gilts from investors, banks primarily acted as intermediaries in settling
those transactions. The resulting reserves appeared as assets on banks’ balance sheets which, as
the Governor of the Bank of England has stressed, banks must fund with matching liabilities,
including interest-bearing customer deposits.'”

The Governor has also noted that reserve remuneration is integral to monetary policy transmission,
and that changing the arrangements could lead to banks reducing their reserve holdings or passing

4 PwC research for UK Finance, September 2026

15 The growth booster is coming, Federal Ministry of Finance, German Government, July 2025

16 Total Tax Contribution of the UK banking sector, PwC research for UK Finance, October 2025

7 Oral evidence from Andrew Bailey, Governor of the Bank of England, to the House of Lords Financial Services Regulation Committee, 2 June 2026



https://www.bundesfinanzministerium.de/Content/EN/Standardartikel/Topics/Taxation/Articles/growth-booster.html
https://www.ukfinance.org.uk/system/files/2025-10/Total%20Tax%20Contribution%20of%20the%20UK%20banking%20sector%20and%20international%20tax%20comparison.PDF
https://committees.parliament.uk/oralevidence/17654/html/
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cost on to customers.' The existing arrangements should be maintained and reserve remuneration
should not be used as a means of imposing an additional tax or charge on the sector.

Recommendations on taxation and reserve remuneration

1. HM Treasury should provide stability and certainty by avoiding further increases in sector-
specific taxation, including any increase in the Bank Corporation Tax Surcharge or Bank Levy
or introduction of new taxes on the sector.

The Bank of England should maintain the current framework for reserve remuneration.

3. HM Treasury should update the Corporate Tax Roadmap 2024 to set out a long-term pathway
for improving the international competitiveness of banking taxation and provide business
certainty on the medium to long term fiscal environment, including the future treatment of the
Bank Corporation Tax Surcharge and Bank Levy.

N

2. Driving growth through financial services

Avoiding further sector-specific tax increases is necessary but not sufficient. The wider opportunity
is to ensure that financial services can support higher investment and sustainable growth across the
country. The Modern Industrial Strategy’ and ten-year Financial Services Growth and
Competitiveness Strategy?® provide an important existing framework, while the Government’s
forthcoming ten-year plan is an opportunity to embed financial services more fully in its wider
economic programme. The priority now is coordinated delivery.

In Plan for Growth: From Strategy to Delivery, UK Finance identified the elements of this existing
financial services reform agenda that we believe can make the greatest contribution to the
Government’'s wider growth ambitions.?’ We organised these around three mutually reinforcing
themes: unlocking financial services for consumers, businesses and society; building a pro-
growth operating environment for the sector; and ensuring the sector is fit for the future.

2.1 Unlocking financial services for consumers,
businesses and society

Strong national growth depends on people and businesses throughout the country being able to
access the finance, products and support they need. Delivering that regionally and locally requires
effective partnership between national and devolved government, regional institutions, public
financial institutions and the financial services sector. UK Finance welcomes the recent expansion
by the Government of the British Business Bank’s Growth Guarantee Scheme, which we see as
central to achieving this ambition. Continued scaling and promotion of the scheme will be key to
maximising its impact.

The sector’s footprint spreads across all regions of the UK, supporting jobs and providing finance to
households and businesses:

¢ Workforce: Almost six in ten of the UK’s 1.1 million financial services jobs are outside London,
with employment spread across every region and nation: 19,000 in the North East; 98,000 in the
North West; 67,000 in Yorkshire and the Humber; 34,000 in the East Midlands; 53,000 in the
West Midlands; 49,000 in the East of England; 103,000 in the South East; 74,000 in the South
West; 31,000 in Wales; 94,000 in Scotland; and 18,000 in Northern Ireland.?

'8 |bid.
19 Modern Industrial Strategy, HM Government, June 2025

20 Financial Services Growth and Competitiveness Strategy, HM Treasury, July 2025
21 Plan for Growth: From Strateqgy to Delivery, UK Finance, May 2026
22 Workforce jobs by region and industry, Q4 2025, ONS, June 2026



https://assets.publishing.service.gov.uk/media/69256e16367485ea116a56de/industrial_strategy_policy_paper.pdf
https://assets.publishing.service.gov.uk/media/687e612692957f2ec567c621/Financial_Services__Growth___Competitiveness_Strategy_final.pdf
https://www.ukfinance.org.uk/system/files/2026-05/Plan%20for%20Growth%20From%20Strategy%20to%20Delivery.pdf
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/datasets/workforcejobsbyregionandindustryjobs05
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e SME lending: UK Finance’s H2 2025 postcode dataset records around £85 billion of publishable
outstanding SME loans and overdrafts across Great Britain and Northern Ireland. This is a subset
of total UK SME lending, covering lending reported by participating firms. Of the publishable total,
around £66 billion (approximately 78 per cent) is outside London.?

¢ Mortgage lending: UK Finance recorded £176.6 billion of new residential house-purchase
lending in 2025, of which £146.1 billion (around 83 per cent) was outside Greater London.

Banks finance housebuilding and homeownership, help businesses start, invest and scale, and help
households save and invest for the future, manage shocks and take part more fully in the economy.
Removing barriers to that support — while targeting public intervention where finance can be harder
to provide — can widen opportunity, strengthen household resilience and ensure that the benefits of
growth are felt in living standards and communities across the UK.

The Prime Minister has proposed helping all areas establish Good Growth Funds,?® building on the
Greater Manchester model, to consolidate public and private sector investment at a place-based
level.?® UK Finance supports the principle of national and devolved government working with the
sector to identify investable local priorities, use public funding or guarantees to address specific risks
and mobilise private sector capital at greater scale.

The Prime Minister has made clear that No.10 North will play a central role in coordinating the
Government’s growth mission and unlocking barriers to delivery across Whitehall. This provides a
natural platform for closer coordination with the financial services sector. We propose that No.10
North should convene a quarterly Financial Services Good Growth Council, bringing the sector
together with HM Treasury and relevant departments, devolved and regional administrations, and
public financial institutions.

UK Finance would be well placed to support No.10 North in convening the Council. Our membership
comprises around 300 firms across banking and financial services, with member operations,
workforces and lending relationships spanning every region and nation of the UK. The Council would
be used primarily to highlight a clear pipeline of investable regional opportunities, draw on the capital
markets expertise of our members to support the scaling of infrastructure projects, bring potential
co-investors into discussions early, identify barriers to delivery and share lessons as Good Growth
Funds develop across the country.

SMEs are central to growth and regional prosperity. UK Finance welcomes the expansion of the
Growth Guarantee Scheme (GGS) announced at Mansion House,?” supporting around £3.35 billion
of lending a year to SMEs by 2028-29. The priority now is to maximise its impact by (i) increasing
maximum loan size to £10 million to better support larger SMEs and mid-market businesses to invest
and grow, and (ii) ensuring viable firms throughout the country can find and access the finance
available.

First, member evidence indicates that unmet demand under the Growth Guarantee Scheme is
particularly acute among larger SMEs and lower mid-market businesses. These growth-oriented
firms often require facilities above £2 million (and longer repayment profiles) to fund investment,
acquisitions or business expansion.

2 The dataset is published as part of the industry’s commitment to improve transparency about the geographical spread of lending. It reports outstanding
drawn loans and overdrafts to SMEs by the postcode of the business’s primary trading location, based on data supplied by participating lenders. SME
lending within UK postcodes — H2 2025, UK Finance, June 2026

24 Loans Where We Live: Regional Mortgage Market Compendium 2026, UK Finance, May 2026

25 Andy Burnham speech at the People’s History Museum, Manchester, 29 June 2026

26 Mayor Andy Burnham unveils plan to pioneer new model of economic growth with £1bn Good Growth Fund, GMCA, November 2025

27 Chancellor to unlock billions in finance for small businesses, HM Treasury, July 2026



https://www.ukfinance.org.uk/data-and-research/data/sme-lending-within-uk-postcodes
https://www.ukfinance.org.uk/data-and-research/data/sme-lending-within-uk-postcodes
https://www.ukfinance.org.uk/policy-and-guidance/reports/loans-where-we-live-regional-mortgage-market-compendium-2026
https://andyburnham.org.uk/2026/07/20/andy-burnham-speech-at-the-peoples-history-museum-manchester-29-june-2026/
https://www.greatermanchester-ca.gov.uk/news/mayor-andy-burnham-unveils-plan-to-pioneer-a-new-model-of-economic-growth-with-1bn-gm-good-growth-fund-and-pipeline-of-more-than-30-projects-across-city-region/
https://www.gov.uk/government/news/chancellor-to-unlock-billions-in-finance-for-small-businesses--2
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Second, to address the fragmented landscape of support available to SMEs, the Government should
transform the Business Growth Service — a welcome consolidation of information for SMEs — into
the principal, joined-up platform for advice on finance and government-backed schemes, supported
by a national SME finance awareness and readiness programme.

Financial inclusion is integral to growth and living standards. Good progress is being made through
implementation of the Financial Inclusion Strategy, practical initiatives such as UK Finance’s
Inclusive Design Challenge, and the continued rollout of Banking Hubs alongside the sector’s
existing in-person presence and other access channels.

More than 240 Banking Hubs are now open, putting the sector close to the 250th opening and
marking strong progress towards the commitment to deliver at least 350 by the end of this
Parliament. The sector is also engaging constructively with Richard Lloyd’s independent Access to
Banking Services Review ahead of its recommendations in October.

The evidence points to a broad, multi-channel banking ecosystem. Routine banking is now
overwhelmingly digital, but branches, Banking Hubs, Post Offices, ATMs, telephony and specialist
support remain important for customers who need cash, reassurance, help with complex issues or
assisted access. Effective policy should focus on whether customers can safely, confidently and
reasonably access the essential services they need across those channels, rather than seeking to
preserve any single delivery model.

Any further intervention following Richard Lloyd’s review should be evidence-led and proportionate,
recognise that different businesses serve customers in different ways, and target demonstrated gaps
or detriment. It should also recognise that some barriers to access — including transport, digital
connectivity and skills, identity infrastructure and wider social exclusion — sit beyond the banking
sector and require coordinated action across Government, regulators and other providers.

Alongside access, the Government and Financial Conduct Authority (FCA) should maintain a
sustained focus on empowering consumers — including through the FCA’s ongoing work on
simplifying the pensions and investment advice rules — as well as tackling economic abuse and
meeting the needs of customers who can face particular barriers.

In June, UK Finance and Shelter expanded the Breaking the Cycle pilot, originally developed by
Shelter and HSBC UK, across a wider group of major account providers, helping people without
standard identification or a fixed address to access banking services and rebuild financial
independence?® — an example of how the sector is already proactively driving inclusion.

The Government has identified housing as central to growth, household security and living
standards. Financial services is already a delivery partner across that agenda and should be treated
as such as the Government develops its wider housing strategy — supporting homeownership and
housebuilding, improving the process of buying and selling homes, and mobilising the investment
needed to retrofit the UK’s housing stock.

Widening access to homeownership. The sector has responded positively to recent reforms. The
number of first-time buyers helped onto the housing ladder rose to 391,000 in 2025, up from 332,000
the year before — catalysed by the Financial Policy Committee’s (FPC) decision to reform the loan-
to-income cap and the FCA’s clarifications on stress testing. The FCA’s Mortgage Rule Review
provides an opportunity for further proportionate reform that helps creditworthy borrowers.

28 Breaking the Cycle Pilot, UK Finance, June 2026



https://www.ukfinance.org.uk/news-and-insight/press-release/breaking-cycle-pilot
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Government should also move ahead at pace with the development of the proposed First-Time
Buyer ISA, following recent consultation, to help more people save towards their first home.

Reforming homebuying and selling. Financial services should be seen as a key partner in the
Government’s wider programme to improve the homebuying and selling process. As UK Finance set
out in Plan for Growth: From Strategy to Delivery, this should include close partnership between
Government and industry on areas such as upfront ‘property packs’, payment system interoperability
and data standards — helping to reduce friction, delay and unnecessary cost.

Mobilising finance for housing and regeneration. Financial services should be explicitly reflected
in the Government's long-term housing strategy. The National Housing Bank and existing
programmes can help de-risk projects and should be designed to mobilise additional private sector
capital at scale, alongside planning reform and public investment.

Financing warmer, more efficient homes. The sector is already working in partnership with
Government on delivery of the Warm Homes Plan, through the Department for Energy Security and
Net Zero's Green Home Finance Strategic Partnership.?® The priority is to build on that work by
putting in place a coherent long-term framework combining urgent actions to encourage demand for
green home improvement — as outlined in our report, “Greening Homes, Creating Growth”. Alongside
this, there should be a focus on consumer protection, targeted public support and private lending,
adaptation to mitigate the risk of climate related threats, and giving households the confidence and
means to invest in their homes and enabling private sector capital to support retrofit at scale.

Recommendations for unlocking financial services

1. Government and industry should establish a quarterly Financial Services Good Growth
Council, convened by No.10 North and supported by UK Finance, bringing together national and
devolved government, public financial institutions and the sector to develop a pipeline of
investable regional opportunities and support early engagement with potential co-investors.

2. Government should establish the Business Growth Service as a joined-up access point for SME
finance, advice and government-backed support, and keep the expanded GGS under review
against demand and pair it with a national SME finance awareness and readiness programme.

3. Government and industry should drive forward the Financial Inclusion Strategy, and
Government should respond to the Access to Banking Services Review in an evidence-led and
proportionate way, focused on customer outcomes across the full range of banking channels.

4. Government should ensure financial services are embedded into its long-term housing strategy,
with public financial institutions designed to mobilise additional private sector capital effectively.

5. Government and industry should continue work on the development of a coherent framework
for home-retrofit finance, joining up actions to encourage demand for green home improvement
including urgent establishment of the Warm Homes Agency, alongside consumer protection,
public incentives and private lending.

2.2 Building a pro-growth operating environment for
financial services

A pro-growth operating environment should give financial institutions the confidence, capacity and
incentives to support investment, housebuilding and business expansion across the country, while
maintaining resilience and consumer protection. The immediate priorities are delivery of bank capital
reform, passing the Financial Services and Markets Bill, ongoing reductions in cumulative regulatory
burdens on the sector, and embedding financial services as a central part of the UK’s trade strategy.

2 Green Home Finance Strategic Partnership, DESNZ



https://www.gov.uk/government/groups/green-home-finance-strategic-partnership
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The FPC’s and Prudential Regulation Authority’s (PRA) capital review programme is one of the most
important opportunities currently available to support the Government’s ambition to drive investment,
support wealth creation and deliver growth across all parts of the country.

Fifteen years of regulatory transformations have succeeded in building a demonstrably stable
banking system that has supported its customers through recent stress events. However, the
evidence now shows there is substantial scope for significant reform to support more lending and
investment while remaining well within the bounds of financial stability.

Decisive action at pace is now needed to reduce firm-level capital requirements at least in line with
the benchmark reduction set out by the FPC in its December 2025 Financial Stability Report, and to
address areas of excess conservatism in the wider framework.

Although we support the FPC’s aims in reviewing capital requirements, the review has not yet
delivered the significant reforms required to support the Government's ambitions and greater
prosperity across the country, more than a year after its launch. HM Treasury’s one-year update on
its Financial Services Growth and Competitiveness Strategy rightly identifies reform of the capital
framework as part of a range of measures to free up capacity for lending. The Treasury should
continue to support ongoing work by the FPC and PRA and encourage ambitious reform at pace.

UK banks continue to hold capital materially above the FPC’s own benchmark, while other major
jurisdictions are moving to reform their frameworks. Excessive capital requirements ultimately
manifest in higher financing costs and constrain the capacity to support productive lending and
investment. For international banks, they also affect decisions about where capital is deployed.
Addressing these constraints would enable the sector to provide more finance on more attractive
terms, and support deeper UK capital markets.

Taken together, the evidence from capital levels, stress-testing outcomes and international
comparisons points to the same conclusion: the FPC and PRA should lower capital requirements to
support materially more lending and investment while continuing to meet their financial stability
objective. We therefore urge HMT to work closely with the FPC and PRA to act decisively now
to realise this opportunity.

The Financial Services and Markets Bill is an important part of the Government’s programme to
translate the Financial Services Growth and Competitiveness Strategy into delivery. Its provisions
address several longstanding sources of complexity and uncertainty across the regulatory
framework that have created compound risk aversion across the financial system.

UK Finance supports the Bill's overall direction, including its reforms to the Financial Ombudsman
Service, the transfer of the Payment Systems Regulator's functions to the FCA, modernisation of the
Consumer Credit Act, reform of the Senior Managers and Certification Regime and changes to the
ring-fencing framework.

It is important that the Bill is delivered intact and implemented in a way that preserves the coherence
of the package. Diluting individual reforms or adding new obligations that cut across its pro-growth
purpose would weaken the certainty the Bill is intended to provide.

Successful delivery would demonstrate the Government's continuing commitment to the ten-year
Financial Services Growth and Competitiveness Strategy and provide a more predictable framework
for consumers and firms alike, supporting confidence, investment and innovation while maintaining
high standards of protection and resilience.

Individual regulatory requirements that appear proportionate in isolation can become unnecessarily
costly when layered with overlapping regulatory, supervisory and reporting expectations.
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Current reporting and disclosure obligations, for example, impose significant costs on wholesale
banks and the wider market, with much of the data requested by regulators duplicative or redundant.
Narrow interpretation of regulations by supervisors can also place additional costs on some firms.
To ensure the UK remains an attractive place to do business, reporting and disclosure requirements
and supervisory requests must be limited to information that is genuinely decision useful.

The Government’s target to reduce the cost of regulatory compliance by 25 per cent remains an
important part of the financial services reform agenda, and we encourage HM Treasury to consider
how this target could be extended to the full range of regulatory interaction — supervisory processes,
data requests and duplicative reporting as well as formal rules — so that firms are freed to focus on
customers, innovation and growth.

Financial services should be central to the UK’s trade strategy. Positive progress has been made in
strengthening the UK'’s international financial relationships. In particular, we welcome efforts to
deepen UK-EU cooperation in areas such as green and digital finance, where tangible progress can
support a stronger UK-EU financial services partnership and provide a strong foundation for further
discussion and ambition at the 2027 UK-EU Leaders’ Summit.

With the US, the Transatlantic Taskforce for Markets of the Future (TTMF) recommendations provide
a strong foundation for deeper cooperation on digital assets and capital markets. We strongly support
this and encourage HM Treasury to prioritise their implementation, particularly the private sector-led
workstream on cross-border tokenised asset use cases and on the Basel Committee’s targeted
review of the prudential treatment of cryptoassets.

Alongside this, deepening the UK’s strategic financial relationships with fast-growing markets
through ambitious free trade agreements (FTASs) is essential to sustaining the UK’s position as a
globally connected financial centre.

Realising this ambition requires consistency across the UK’s full policy framework and ensuring that
new legislative or regulatory requirements are designed in a way which supports internationally
interoperable frameworks that keep the UK open, competitive and internationally connected. Key to
this is using the Overseas Recognition Regimes to reduce friction for UK firms operating globally.

Recommendations for building a pro-growth operating environment

1. HM Treasury should work with the Bank of England, PRA and FPC to deliver bank capital
reform at pace now, starting with reductions in binding firm-level requirements to create greater
capacity to lend and invest.

2. Government should secure the passage and effective implementation of the Financial Services
and Markets Bill intact, preserving the coherence and pro-growth purpose of its reforms.

3. Government should extend the 25 per cent administrative burden reduction programme across
regulatory, supervisory and reporting requirements, with transparent measures of progress.
Immediate priorities include setting out an ambitious vision for long-term reform of the UK’s three
reporting regimes and reform of the disclosure framework.

4. Government should strengthen the UK’s financial relationships with key jurisdictions, particularly
the EU and the US, and use the Overseas Recognition Regimes to reduce friction for UK firms
operating globally.

2.3 Ensuring the sector is fit for the future

Modern financial infrastructure, deeper capital markets, innovation and effective fraud and economic
crime prevention are essential to reindustrialisation and the Government’s ambition for the UK to be
an innovation nation. The priority is to maintain delivery momentum on the reforms already under
way in these areas.
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The UK has one of the most sophisticated payments ecosystems in the world — vital economic
infrastructure for the country, powered by the financial services sector, that processes billions of
pounds of UK commerce each year. Aimost 50 billion payments were made in the UK last year. Debit
cards remained the most used payment method, accounting for 26.6 billion payments, while Faster
Payments and other remote banking grew 10 per cent year-on-year to 6.2 billion, becoming the UK’s
second most-used payment method and underlining the shift towards digital payments.*

The UK has a distinctive opportunity to lead in the development of tokenised money, applying
programmable on-chain functionality to commercial bank money — the form of money most widely
used by UK households and businesses — while retaining the trust and regulatory protections
associated with bank deposits.

UK Finance and its members are doing exactly this through the Great British Tokenised Deposits
(GBTD) initiative, which completed a live transaction under its remortgaging pilot in July 2026, with
further pilot activity planned across two other use cases — person-to-person payments on online
marketplaces and digital asset settlement.3! The full platform is expected to go live in 2027.

Alongside innovation in tokenised money, modernising the UK’s underlying payments infrastructure
is essential to maintaining the UK’s position as a global leader in payments. The financial services
sector is playing a full role alongside Government and the Bank of England in advancing the National
Payments Vision (NPV). Work through the Payments Vision Delivery Committee, the Retalil
Payments Infrastructure Board and the new industry-led Delivery Company provides a clearer route
for delivering modernised retail payments infrastructure.

This work is now moving forward at pace, and a key priority should be to sustain this partnership and
delivery momentum as the next generation of account-to-account (A2A) infrastructure is developed.
A commercially sustainable long-term framework for open banking remains essential, building on
the industry-led UK Payments Initiative, which is developing and operating a commercial scheme for
next generation Variable Recurring Payments.2

Regulation needs to keep pace with and enable these developments, and the Government’s
consultation on modernising the Payment Services Regulations is an important opportunity to ensure
this. The intention is to establish a single, streamlined framework for traditional and tokenised
payments, and the eventual regime should be clear, proportionate and outcomes-based, and
technology neutral to support innovation. This will help reinforce delivery of the NPV and retail
infrastructure modernisation, while giving GBTD sufficient flexibility to develop iteratively.

More broadly, as the market for digital money develops, the framework for regulated stablecoins
should be progressed carefully, providing regulatory clarity while supporting interoperability with
tokenised deposits and other forms of digital money.

The UK’s capital markets are central to the Government’s ambitions for infrastructure, housing and
reindustrialisation. They mobilise private sector capital at scale and support companies at every
stage, from start-up and scale-up to listing and international expansion.

The tax treatment of investment matters to the competitiveness of UK markets. UK share purchases
are generally subject to stamp duty of 0.5 per cent, creating a transaction cost that does not apply
in the same way when investors purchase shares in competing markets, such as the US. Just as
headline and sector-specific corporate taxes can influence where financial institutions invest and
deploy capital, taxes on share transactions can influence where investors allocate funds and, over
time, the relative attractiveness of the markets on which companies choose to raise capital.

30 UK Payments Markets 2026, UK Finance, August 2026
31 Delivering tokenised sterling deposits - the Great British Tokenised Deposit initiative, UK Finance, June 2026
32 UK banks and fintechs join forces to launch new payment scheme, UK Payments Initiative, June 2026
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The Government’s continuing evaluation of stamp taxes on shares is therefore welcome. As part of
its wider programme to strengthen UK capital markets, it should set out a pathway to remove the 0.5
per cent charge on UK share transactions, helping to reduce friction, deepen liquidity and strengthen
the attractiveness of UK equity markets as venues for scale-up businesses to list.

Important progress has been made: the platform provider for the digital gilt has been confirmed, the
first firm has been approved to conduct live activity in the Digital Securities Sandbox, and the
Government has made clear its intent to prepare for further issuances. The Government’s pensions
reforms have the potential to support long-term productive investment in the UK economy -
improvements to UK capital liquidity are vital to ensure the long-term success of our markets.

The GBTD digital asset settlement use case can complement this work by providing tokenised
commercial bank money for settlement on new digital market infrastructure.

Key priorities over the coming months should be to deliver reform of the application of the Consumer
Duty to wholesale activities; build on the launch of the bond consolidated tape by progressing the
equities tape for 2027; deliver the first digital gilt issuance no later than Q1 2027; expand live activity
through the Digital Securities Sandbox; and maintain the agreed timetables for T+1 settlement on
11 October 2027 and removal of paper share certificates by the end of 2027.

A further key priority should be empowering the Digital Markets Champion and industry taskforce to
advance the UK's digital markets agenda. Securities tokenisation represents a significant opportunity
for the UK economy, with the tokenised real-world assets market estimated to hit $88 trillion by 2035.

The recent reforms to the National Security and Investment Act and merger control regimes have
also been welcome developments as M&A is an important factor in helping companies to grow. We
encourage the Competition and Markets Authority (CMA) to be ambitious in its finalisation of
proposed guidance on merger efficiencies.

Taken together, these measures can deepen UK markets, improve their efficiency and help channel
more private sector capital into growing businesses, housing, infrastructure and strategic investment.

Fraud remains the UK’s most common crime and a major threat to consumers, businesses and
digital commerce. Much of this widespread form of crime is executed online, which hampers growth
by undermining the trust of individuals and businesses in the digital economy.

The financial sector invests heavily in prevention. In 2025, banks prevented £1.68 billion of
unauthorised fraud, equivalent to 70p in every £1 attempted. But criminals still stole £1.28 billion
through payment fraud, with authorised push-payment (APP) fraud losses rising 19 per cent to £576
million, and 66 per cent of APP fraud cases originating online and a further 17 per cent through
telecommunications networks.

The Government's Fraud Strategy 2026-2029 rightly focuses on tackling fraud at source, but
prevention, verification and financial responsibilities still do not reflect the role of the platforms and
networks through which scams reach victims. The current Online Safety Act fraudulent advertising
consultation is an important opportunity to strengthen that framework, but the resulting codes and
duties should be completed and brought into force at the earliest possible point.

A greater share of responsibility should sit with the sectors best placed to stop fraudulent content
and transactions before consumers suffer loss. Technology and telecoms companies should face
obligations that match the role their platforms play in enabling fraud to reach victims at scale — and
incentivise them to tackle it. This should involve firms in these sectors contributing financially, as well
as sharing expertise, intelligence and capability to support proactive fraud prevention.

33 Annual Fraud Report 2026, UK Finance, June 2026
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Government should require online marketplaces to undertake effective KYC-style verification of
sellers and provide secure, regulated and traceable on-platform payment options. Alongside rapid
implementation of the Online Safety Act's fraudulent advertising duties, these measures would make
it harder for criminals to establish apparently legitimate online identities, divert consumers into
unprotected payment channels or use platform infrastructure to scale scams.

Recommendations for ensuring the sector is fit for the future

1. Government should use the consultation on modernising the Payment Services Regulations
to establish a clear, proportionate and innovation-supporting framework that reinforces delivery
of the National Payments Vision, retail payments infrastructure modernisation and the iterative
development of the Great British Tokenised Deposits initiative

2. Industry, Government and regulators should, through continued collaboration, ensure the
flexibility needed for the Great British Tokenised Deposits pilot to progress across its three use
cases and establish a route to wider adoption.

3. Government and regulators should ensure that a commercially sustainable long-term
framework for open banking is delivered, to encourage investment and innovation in account-
to-account payments and offer more choice to end users of payment services.

4. Government and regulators should maintain momentum behind the capital markets reform
package by delivering reform of the Consumer Duty; delivering the first digital gilt issuance by
Q1 2027 and preparing for further issuances; setting out a radical vision for reform of the
transaction reporting regime and market disclosure framework; progressing the equities
consolidated tape; expanding live activity through the Digital Securities Sandbox; maintaining
the agreed timetables for T+1 settlement and removal of paper share certificates; and
continuing to remove frictions in M&A.

5. HM Treasury should set out a pathway to remove the 0.5 per cent stamp duty applied to UK
equities, as part of the Government’s focus on removing frictions in IPO processes and its wider
programme to strengthen the competitiveness, liquidity and attractiveness of UK equity
markets.

6. Government should incentivise technology and telecommunications companies to do more to
prevent APP fraud through a reimbursement regime linked to where cases originate. It should
require online marketplaces to undertake effective seller verification and offer secure, traceable
on-platform payment options; and Ofcom should bring the Online Safety Act’s fraudulent
advertising duties into force at the earliest possible point.

Conclusion

The Autumn Budget should recognise the two mutually reinforcing roles of financial services: as a
strategic UK industry of global scale and importance, generating employment, exports, investment
and tax revenue; and as the system through which households, businesses and national priorities
are financed. The most pro-growth choice available to the Government at this Budget is stability. It
should avoid further sector-specific banking taxation and maintain the existing arrangements for
reserve remuneration.

That stability should be matched by focused delivery: reforms to create a more pro-growth operating
environment that increases capacity to lend and invest; ongoing support for the modernisation of
financial infrastructure and markets to support reindustrialisation and innovation; and reforms that
widen access to finance, housing, savings, advice and essential banking services in an evidence-
led and proportionate way.

Together, these choices would help finance homes, businesses and infrastructure, mobilise private
sector capital alongside public investment and strengthen communities across the country. They
would support both the immediate objectives of the Autumn Budget and the Government’s
forthcoming ten-year plan — helping to deliver reindustrialisation, stronger regional economies and
more financially secure households.
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Annex: From financial services reform to national and
regional economic renewal

The reforms in this submission are mutually reinforcing. Together they can increase the capacity of
financial services to support investment and growth, modernise the infrastructure on which the wider
economy depends, and widen access to finance and financial resilience across the country. The
table below shows how the principal reforms support three core objectives of the Government.

Reform / policy

Place-based growth and

Reindustrialisation and

Living standards and

Scheme and
Business Growth
Service

the finance and support
needed to start, invest and
scale.

priority opportunity innovation household security
Growth Helps viable SMEs throughout inniggg\?gz&révgefgwﬁgf%ns Supports local employment
Guarantee the country find and access ’ ’

including those without the
collateral or track record
required for conventional
finance.

entrepreneurship and stronger
household incomes through
business growth.

Good Growth
Funds and
public-private
investment
partnership

Uses targeted public
intervention to address
specific risks and mobilise
private sector capital into
investable local and regional
priorities.

Enables public financial
institutions and private sector
finance to combine more
effectively around strategic
investment and infrastructure.

Supports regeneration,
employment, housing and
stronger local economies.

Housing, retrofit,

mortgage-market

and homebuying
reform

Supports housebuilding,
homeownership and
regeneration and helps unlock
housing investment
throughout the country.

Improves the functioning of a
major part of the UK economy
and develops the market and
financing for large-scale
retrofit

Widens sustainable access to
homeownership and new jobs
in housebuilding and retrofit.

Financial
inclusion and
access to
banking

Helps individuals and
communities participate in
local economies and ensures
access to essential banking
services through an
appropriate mix of channels.

Supports wider participation in
a changing economy by
enabling more people to

access appropriate, tailored
products, services and
support

Empowers consumers through
sustainable routes to accessing
banking, savings and advice,
particularly for those facing
barriers.

Stable and
internationally
competitive
banking taxation

Preserves institutions’
capacity and incentives to
lend, invest and maintain
operations across the UK.

Supports the UK’s
competitiveness as a location
for investment, capital and
financial services activity.

Supports banks’ capacity to
provide competitively priced
mortgages, savings and other
financial services through the
economic cycle.

Increases capacity to finance

Supports lending for

Supports a strong and diverse

Services and
Markets Bill and

Creates greater certainty and
capacity for firms to invest,

Bank capital SMEs, mortgages, infrastructure, project finance, | banking sector able to provide
reform housebuilding, infrastructure strategic sectors and growing | broader access to mortgages
and regional investment. businesses. and SME finance.
Financial Increases sector’s ability to

invest, innovate and meet
businesses’ needs by

A more predictable framework
supports sustainable product

payments and

Great British
Tokenised
Deposits

Gives people and businesses
throughout the country access
to more efficient payments
and financial infrastructure.

reduced . reducing regulatory provision while maintaining
lend and innovate. . . .
regulatory complexity, uncertainty and consumer protection.
burdens cost.
Modern Reduces payment friction,

Reduces transaction friction
and supports industries of the
future and digital commerce.

combats fraud, and gives
households and businesses
greater choice and control
over how they pay.

Deeper and more
efficient capital
markets

Connects businesses and
projects throughout the UK to
domestic and international
finance.

Mobilises private sector
capital for infrastructure,
strategic sectors, scale-ups
and industries of the future.

Supports investment,
employment and productive
growth that ultimately
underpin household
prosperity.

Stronger tech
and telecoms
responsibilities
for fraud
prevention

Protects consumers and
businesses throughout the UK
and strengthens confidence in

the digital economy.

Creates a safer environment
for digital commerce and
innovation.

Better prevention reduces
financial losses to households
and businesses and the wider

costs created by fraud.

14



