Wall street tax decreases investment and has multiple negative econ impacts
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A disadvantage of the option is that the tax would discourage all short-term trading, not just speculation—including some transactions by well-informed traders that stabilize markets and help establish efficient prices that reflect more information about the fundamental value of assets. Empirical evidence suggests that, on balance, a transaction tax could make asset prices less stable. In particular, a number of studies have concluded that higher transaction costs lead to more, rather than less, volatility in prices. (However, much of that evidence is from studies conducted before the rise of high-frequency trading, which now accounts for a significant share of trading in the stock market.)The tax could also have a number of negative effects on the economy stemming from its effects on asset prices, the cost of capital for firms, and the frequency of trading. Traders and investors would seek to recoup the cost of trading by raising the return they required on financial assets, thereby lowering the prices of those assets. The tax would be small relative to the returns that investors with long-term horizons could earn, so the effect on asset prices would be partly mitigated if traders and investors reduced the frequency of their trading—but less frequent trading would lower liquidity and reduce the amount of information reflected in prices. Consequently, investment could decline (even though higher tax revenues would lower federal borrowing and thus increase the funds available for investment) because of increases in the cost of issuing debt and equity securities that would be subject to the tax and potential negative effects on derivatives trading, which could make it more difficult to efficiently distribute risk in the economy. The cost to the Treasury of issuing federal debt could increase because of the increase in trading costs and the reduction in liquidity. Household wealth would decline with the reduction in asset prices, which would lower consumption.In addition, traders would have an incentive to reduce the taxes they owed, either by developing alternative securities not subject to the transaction tax or by moving their trading out of the country (although offshore trades by U.S. taxpayers would be taxed). Such effects would be mitigated if other countries enacted financial transaction taxes. Several members of the European Union have such taxes, and since 2011, members have been negotiating whether to implement a common system of transaction taxes.
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