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EXECUTIVE SUMMARY

Background and existing research

At Autumn Budget 2024, the UK Government confirmed plans to replace the remittance basis with a
short-term tax regime for “qualifying new residents” and to change the tests for exposure to
inheritance tax (IHT), in both cases with effect from April 2025. These reforms will change the way
many non-UK domiciled individuals (non-doms) are taxed on their foreign income and gains (FIG) and
affect their exposure to inheritance tax (IHT). In addition to these changes to the tax rules on non-
doms, the government announced further reforms on Budget Day concerning relief from IHT on
business property—reforms which may have an additional impact on the UK's ability to attract and
retain internationally mobile individuals.

The decision to change the tax rules on non-doms was based on the Office for Budget Responsibility’s
(OBR) estimate that abolishing the non-dom regime will raise around £3 billion annually in steady
state. This report assesses the assumptions that underpin this costing. This OBR figure differs
substantially from our recent analysis, which found that the reforms could cost the Exchequer up to
£0.9 billion per annum. Limited detail around the OBR's costing makes it challenging to fully
understand what is driving the differences between the estimates, but the OBR's more conservative
estimates on migration response explain some of the divergence. Our first report, which used survey
responses from actual non-doms, estimated that the reforms could reduce the UK population of
ineligible non-doms by up to 32.1%, whereas the OBR's estimate appears to sit in the teens.

The risks associated with the non-dom tax reforms have also been highlighted by other institutions.
The Adam Smith Institute estimate that by 2035, these reforms will make the economy £1.3 billion

smaller than it would otherwise have been, which could lead to over 23,000 job losses. Similarly, the

Growth Commission has warned that abolishing the non-dom regime will hinder prospects for
economic growth, potentially decreasing GDP by 0.5% and reducing revenues by £5 billion.

New analysis on the tiered tax regime

Commissioned by Foreign Investors for Britain (FIFB), Oxford Economics has conducted new research

into the impact of a parallel “tiered tax regime” (TTR) designed by FIFB to sit alongside the
government's new regime starting in April 2025. The TTR aims to mitigate the negative effect of the
government's reforms on the UK's ability to attract and retain high-net-worth individuals. It proposes
to do so by allowing these individuals to pay a fixed annual sum, scaled according to their net wealth,
in exchange for protection against the disincentives created by the government’s new regime (for
example, increased exposure to IHT and income and capital gains taxes on foreign assets).

This report combines findings from surveys carried out on a network of non-doms and specialist tax
advisers, along with desk research and fiscal modelling, to provide insights on the impact of this
regime. Our surveys were responded to by 115 current non-doms and 42 specialist tax advisers who
represent 614 non-dom clients. These respondents provide insight into how non-doms will react to
the implementation of the TTR alongside the government'’s reforms. The key survey findings are that:


https://www.adamsmith.org/news/0f4skkyoofjy5s37xn0c6me1w7w0lp
https://www.growth-commission.com/2024/10/22/the-autumn-2024-growth-budget/
https://foreigninvestorsforbritain.com/
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e The TTR would reduce emigration rates and encourage foreigners to stay for longer.
Without the TTR, 62% of respondents indicated plans leave the UK within two years or that
they were actively considering leaving the UK shortly, compared to only 5% with the TTR. In
addition, 73% of respondents indicated that they would stay longer in the UK under the TTR
than previously planned.

e The TTR would encourage more foreigners to move to the UK than under the new
regime set to take effect from April 2025, as it will mitigate the negative effect of the
government’s reforms on the UK's ability to attract and retain high-net-worth
individuals. 79% of respondents indicated that they would still have become resident in the
UK had the TTR been in place alongside the post-April 2025 regime, compared to only 33%
of respondents without the TTR.

e The TTR would be effective in attracting and retaining the wealthiest foreigners.
Among those with net wealth of £100 million and over, 85% indicated they would have still
come to the UK under the TTR, compared to 76% among those with net wealth under £100
million.

e Alonger TTR availability period would be more effective in attracting and retaining
foreigners. With an indefinite availability period, 86% of respondents indicated they would
have moved to the UK had the TTR been in place alongside the regime which will apply from
April 2025. This compares to 70% who would have moved to the UK if the TTR were limited
to a 10-year availability period.

e Respondents have made significant VAT and stamp duty contributions. On average,
respondents paid £800,000 in UK VAT in 2023/24 and £890,000 in stamp duty over the five-
year period to 2023/24.

We used data from the surveys and other sources to estimate the fiscal impact of the TTR, relative to a
baseline in which the government’s proposed reform is implemented. This modelling highlights the
potential fiscal upside of implementing the TTR alongside the proposed reform and the significant
impact which key assumptions have on the estimated fiscal outcome. Findings from the modelling
show that:

e The fiscal impact of the TTR would depend critically on how it influences the mobility
response of non-doms. This includes the extent to which implementing the TTR causes
high-net-worth foreigners to stay in the UK and reduces the deterrent on future potential
high-net-worth foreigners choosing to reside in the UK.

¢ We estimate that the TTR could increase the population of high-net worth foreigners in
the UK by up to 61% by 2029/30. Survey findings indicate the TTR could mitigate a 67% fall
in the inflows of high-net-worth individuals in response to the government's reforms. Under
alternative scenarios based on migration response elasticities from the literature, the
population increase (relative to the position if the April 2025 changes are brought in without
the TTR) could be as little as 1%. However, we judge the latter figure to be an underestimate
as it does not capture how the IHT protections offered by the TTR will attract and retain high-
net-worth foreigners.
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¢ In a scenario where non-doms are more responsive to changes in taxation, the TTR
could raise £680 million in 2029/30. This is driven by the increase in the population of
high-net-worth individuals.

¢ In ascenario where non-doms are less responsive to changes in taxation, the TTR could
cost £120 million in 2029/30. Importantly, this scenario does not reflect how the TTR's IHT
protections will help to retain high-net-worth individuals in the UK.

e We judge that the fiscal impact of the TTR is highly likely to be positive. The upside
fiscal gain (£680 million) is significantly larger than the downside fiscal loss (£120 million). In
addition, the fiscal loss scenario does not reflect how the TTR's IHT protections will have a
positive impact on the population of high-net-worth foreigners.

¢ Importantly, this modelling does not capture the wider economic and fiscal
contributions made by high-net-worth individuals. The surveys highlight the significant
investment, VAT, and stamp duty contributions made by these individuals, which will be put
at risk by the government’s proposed reforms.

Concluding thoughts

The impact of these reforms is highly uncertain, as demonstrated by the wide range of estimated fiscal
impacts. The survey-based modelling in our previous report has the advantage of being the only
estimate, which we are aware of, that is based on information from actual non-doms regarding their
response to the reforms. Given the fiscal risks associated with the OBR's costing, greater clarity on
their underlying assumptions would be valuable.

We consider that the analysis in this report represents a useful first step in understanding the
economic and fiscal impact of alternative reforms, such as the TTR, which can help to mitigate the
fiscal risks associated with the government's current reforms. The analysis provides a framework to
support policymakers in better understanding the potential impacts of alternative reforms or different
mobility response assumptions. The limited evidence base inevitably leads to elevated uncertainty,
which is reflected in the wide range of possible fiscal impacts from the TTR presented in this report.
Our report supports the view that the introduction of the TTR alongside the government’s reforms will
have a positive fiscal impact.
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1. OVERVIEW - THE REFORMS AND
THEIR EVIDENCE BASE

1.1 INTRODUCTION

At Autumn Budget 2024 the government confirmed plans to abolish remittance basis taxation for
non-UK domiciled individuals (non-doms)'. The remittance basis will be replaced with a residency-
based regime taking effect from April 2025. Under this new regime, many non-doms will now be
subject to tax on their worldwide foreign income and gains (FIG) even if they are not remitted to the
UK. In place of the remittance basis, a short-term scheme for new residents (the “qualifying new
residents” regime) will exempt individuals in their first four years of UK tax residency from taxation on
their FIG, provided that the FIG are reported to HMRC and certain claims are made. The government
have also removed the transitional arrangement set out by the previous government that provided a
50% reduction in foreign income subject to tax in the first year of the new regime.

In addition to the reforms to the treatment of worldwide FIG, the government have announced that
from April 2025 exposure to Inheritance Tax (IHT) will be determined by reference to the number of
tax years of UK residence in a 20-year reference period. Again, under this new regime many non-doms
will now face IHT exposure on their worldwide assets. In an individual's first 10 years of UK tax
residence, only UK assets will be subject to IHT. After this point, an individual will become a “long-
term tax resident” and their worldwide assets will be in scope of IHT. This means that if a long-term
resident dies, their worldwide estate could be subject to IHT at 40%.

The IHT reforms also create further exposure on non-UK assets for individuals who have been
classified as long-term tax residents but have subsequently ceased to be UK residents. In some cases,
there will be a period of continued IHT exposure, an IHT tail. It was previously announced that this tail
would last for 10 tax years, but this has been softened so that the tail is tapered depending on the
number of years of UK residence in the 20-year reference period before the individual's departure
from the UK. The tail starts at three years for individuals who have been a UK resident for 10 to 13 of
the previous 20 UK tax years and increases to a maximum of 10 years for those who have been UK
resident for 20 tax years or more.

In terms of the IHT treatment of trusts, whether assets are excluded or are subject to IHT will turn on
whether the trust’s settlor is a long-term resident. If the settlor is a long-term resident, including an
individual who is caught by the IHT tail, there will be exposure to IHT on non-UK assets in the trust. In
principle there will be potential for two separate IHT regimes to apply. Firstly, there will be scope for
an IHT charge on trust assets at up to 6% every 10 years from the commencement of the trust, or
when assets leave the trust, or when assets otherwise cease to be subject to this regime. Secondly,
there will be scope for a 40% IHT charge on the trust assets on the settlor's death, where the settlor is

T Autumn Budget 2024, HM Treasury, October 2024



https://www.gov.uk/government/publications/autumn-budget-2024
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a beneficiary of the trust or the trust is revocable. However, a concession has been made, as the
second of these regimes will generally not apply to trusts settled before 30 October 2024.

While not assessed in this report or our previous report, it is also important to note that in addition to
the FIG and IHT reforms, a range of other reforms to the taxation of capital were announced at
Autumn Budget. Despite not being directly linked to the concept of domicile, these reforms will
impact the UK’s ability to attract and retain non-doms. For example, a £1 million limit will now apply
to the full exemption on IHT for assets claimed under business property relief (BPR) and agricultural
property relief (APR), assets above this threshold will now receive a reduced 50% tax relief.

The announcements made at Autumn Budget and Spring Budget will have significant financial
implications for non-doms and the UK’s public finances. The direct fiscal impact of the reforms will
depend on the balance between the increase in tax revenue on a per non-dom basis and the size of
the fall in the non-dom population in response to increased taxation. As non-doms make a substantial
fiscal and economic contribution to the UK economy, it is crucial that the government understands the
potential impact of these reforms.

This report assesses the assumptions that underpin the Office for Budget Responsibility’s (OBR)
costing of the government’s policies. It then goes on to set out our costing of an alternative parallel
“tiered tax regime” (TTR) designed to sit alongside the government’s new regime starting in April
2025. The tiered tax regime has been proposed by Foreign Investors for Britain as a fair and pragmatic
solution to maintains the UK's attractiveness for high-net worth investors and entrepreneurs, which
balances simplicity, fairness and competitiveness.

1.2 OUR RECENT ASSESSMENT OF THE IMPACT OF THE GOVERNMENT’'S PROPOSED REFORMS

Our September 2024 report, commissioned by Foreign Investors for Britian (FIFB) assessed the fiscal

impact the government’s proposed reforms. It combined surveys carried out on a unique network of
non-doms and specialist tax advisers with desk research and fiscal modelling to provided new insights
on the impact of the proposed regime. There are some differences between the policies assessed in
our research and those set out at Autumn Budget, but the directional impact is ambiguous?

Since the fiscal impact will depend critically on the mobility? response of non-doms, which is highly
uncertain, we examined two scenarios. In one scenario, we found that instead of raising additional
revenue, the reform could cost the Exchequer £0.9 billion in 2029/30. Under alternative assumptions,
we found that the reforms would result in an additional £1.1 billion tax revenue in 2029/30. In both
scenarios, the revenue impacts are significantly less than the £3 billion increase in tax revenue
estimated by the OBR at the Spring Budget.

2 The softening of the IHT tail and treatment of trusts settled before 30 October 2024 will reduce the migration incentive for
non-doms compared to our analysis. However, the wider reforms to capital gains tax and business property relief will increase
the migration incentive.

3 This includes both whether the reforms cause the current group to shorten their stay in the UK (the “emigration response”)
and whether the reforms deter future potential non-doms from choosing to reside in the UK (the "immigration response”).

41t is important to note that the OBR assessed the fiscal impact of the non-dom regime proposed by the previous government
at Spring Budget 2024.


https://foreigninvestorsforbritain.com/news-and-updates/
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The difference in these fiscal estimates is driven by the assumed migration responses to the proposed
reforms. The £0.9 billion fiscal cost estimate is based on a 32.1% fall in in the population of remittance
basis users who have lived in the UK for more than four years.* This affected population figure is
derived from mobility response data from our non-dom survey. The £1.1 billion fiscal gain estimate is
underpinned by a 7.0% fall in the same affected population. This fall is based on the relationship
between increases in the tax burden and mobility responses found in academic studies.® For both
estimates, the increase in taxation on non-doms—the other key modelling input—is based on data
obtained from the specialist tax advisor survey.

These figures only reflect changes in revenues from income tax, capital gains tax, and national
insurance contributions. The survey analysis in this and the previous report highlights the wider
economic and fiscal contributions of non-doms through VAT, stamp duty, investment, and job
creation. For example, surveyed non-doms invested £8.4 billion in the UK economy, and 96% of
respondents indicated that their investments in the UK would fall if they emigrated due to the
proposed reforms. The estimates therefore do not reflect the extent to which the reforms would put
these economic and fiscal contributions at risk through reducing the UK's non-dom population.

Beyond the fiscal modelling, the report also identifies IHT exposure as the key factor driving non-
doms migration responses. According to the non-dom survey, 83% of non-doms identified IHT on
their global assets as a major reason they are likely to leave the UK. Tax advisors also noted IHT
changes as the primary reason for potential emigration, with 57% citing it as the key concern for
investors, and 55% for entrepreneurs.

1.3 THE OBR'’S POLICY COSTING

The OBR note that their costing of these reforms is highly uncertain given a lack of information
around the size of the tax base and the behavioural response to the reforms. In their costing they’
have assumed that the reforms to the non-dom regime (inclusive of the announcements at Spring
Budget 2024) will result in 12% of non-doms without trusts and 25% of non-doms with trusts that are
ineligible for the four-year regime to migrate from the UK. This represents an upward revision from
their assumptions of 10% and 20% at Spring Budget 2024. The change reflects the additional tax
liabilities that result from changes to transitional protections, the new IHT regime, the salience of IHT
as a tax, and the impact of the wider package of capital taxes in this Budget.

Our September report estimated that the reforms could reduce the UK population of ineligible non-
doms by up to 32.1%. This population response, which is based on survey returns from actual non-
doms asked about the policy’s impact on their behaviour, is substantially larger than the OBR'’s
estimate. A lack of detail on the proportion of ineligible non-doms with and without trusts makes

> This is the affected population, as under the government's proposed policy, non-doms will become exposed to taxation on
their foreign income and gains after four years of living in the UK.

6 The immigration response is based on "Migration and Wage Effects of Taxing Top Earners: Evidence from the Foreigners’ Tax
Scheme in Denmark” by Kleven et al. The emigration response was based on “Taxation and Migration by the Super Rich” by
Advani et al.

" The Office for Budget Responsibility, “October 2024 Economic and Fiscal Outlook”, October 2024.
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precise comparison between the OBR's figures® and the migration estimates from our previous report
difficult.

Our analysis estimates that the reforms could cost the Exchequer up to £0.9° billion in lost tax on FIG
in 2029/30™. This figure stands in stark contrast to the OBR’s estimate of fiscal gain of around £3
billion per annum in steady state. This difference will be in part driven by the smaller migration
response from ineligible non-doms in the OBR’s analysis. However, there are two other important
factors that underpin this costing that are not detailed in the OBR’s analysis which make a full
diagnosis of what is driving the differences these figures impossible.

e The OBR report doesn't provide detail on the increase in tax contribution that they expect
from taxing the foreign income and gains of individuals who are not eligible for the
"qualifying new residents” regime. One major advantage of our approach for calculating this
figure is that the estimated increase in tax paid in our modelling is based on responses from
specialist tax advisers who have a strong understanding of their clients’ wider financial
position. If the increase in the average tax contribution of ineligible individuals is smaller than
assumed in the OBR’s modelling, this could have a significant impact on the size of the fiscal
gains associated with the reforms.

e The extent to which changes in the inflow of new foreign arrivals that will result from these
government's reforms are captured in the OBR'’s costing. The survey analysis that
underpinned our September report found that 67% of all remittance basis user respondents
indicated that they would not have moved to the UK had the proposed reforms been in
place, while over two-thirds of advisers indicated that the number of new clients had fallen by
more than 50% since reforms were announced in March 2024.

In addition, our analysis and the OBR's does not factor in the wider economic and fiscal contributions
of non-doms through VAT, stamp duty, investment, and job creation. Their estimates, like our
estimates, do not reflect the extent to which the reforms would put these economic and indirect fiscal
contributions at risk through reducing the UK’s non-dom population.

8 There are also some differences between the policies assessed in our research and those set out at Autumn Budget. The
softening of the IHT tail and treatment of trusts settled before 30 October 2024 will reduce the migration incentive for non-
doms compared to our analysis. However, the wider reforms to capital gains tax and business property relief will increase the
migration incentive.

° This figure does not include the fiscal impact of the reforms on IHT revenues or revenues that arise through the Temporary
Repatriation Facility.

1% This represents our high costs estimate and is based on survey returns from actual non-doms regarding how they would
respond to the government’s proposed policy changes. We also estimated an alternative scenario using elasticities from the
wider literature on migration responses to changes in taxation which estimated the policy would raise £1.1 billion for the
Exchequer in 2029/30.
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The OBR also reference a recent paper assessing the attachment to the UK of certain wealthy
individuals' in their costing of the impact of capital gains taxes. Based on this work the OBR state that
“tax rates are not the primary factor in determining location decisions of high-net worth individuals”.
While the OBR do not link this paper directly to their costing of the reforms to the non-dom regime, it
is important to note three important points relating to this statement and the migration response of
non-doms to the reforms.

e  Firstly, the paper notes that for interviewed individuals tax migration would be a serious
consideration if the political and economic conditions in Britain were to change in an extreme
manner. It is arguable that the April 2025 reforms represent an extreme change for high-net
worth non-doms.

e Secondly, the paper is based on interviews with individuals drawn from "Who's Who"."> This
means that the authors’ sample is skewed toward individuals who are not non-doms, are not
particularly wealthy by the standards of the wealthier non-doms, and are strongly attached to
the United Kingdom. It follows that these findings are not transferable to the high-net-worth
non-dom population.

e Thirdly, our surveys highlight that, at least for high-net worth non-doms, the evidence
suggests that taxes are a primary factor in determining location.

1.4 OTHER RESEARCH ON NON-DOM REFORMS

Our September 2024 report touched on the limited research that has been conducted into the impact
of reforms to the non-dom regime. Since publication new research has been released by the Adam
Smith Institute™ on the potential costs of abolishing the non-dom regime. This research found that
the government'’s plans to abolish the non-dom regime could lead to significant economic damage,
including capital flight, brain drain, and reduced investment. The key findings from the report are:

e The British economy would be almost £600m smaller a year in real terms than otherwise by
2030. By 2035, the economy would be £1.3bn per year smaller than otherwise, again in real
terms. Cumulatively, the economy would be £6.52bn smaller.

e The impact of forgone foreign investment on Britain's capital stock would become more
substantial over time, and by 2030 Britain's capital stock would be £3 billion lower.

e The departure of non-doms could lead to over 23,000 job losses linked to reduced
consumption with these jobs will be concentrated in the transport, recreation & culture and
hospitality industry.

" Sam Friedman, Victoria Gronwald, Andy Summer and Emma Taylor, “Tax flight? Britain’s wealthiest and their attachment to

place”, The LSE International Inequalities Institute, January 2024.

2 The leading biographical dictionary of noteworthy and influential people in the UK.

3 Mitchell Palmer and Maxwell Marlow, “Farewell non-doms: how non-dom reforms can damage Britain’s finances”, Adam
Smith Institute, October 2024.

10
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e The reforms might generate £2.1 billion in additional tax revenue, but they could also trigger
a £1 billion loss from current revenues due to non-dom migration. This figure does not
include the likely fall in corporation tax revenue due to fewer firms being headquartered in
the UK, not the fiscal impact of lower growth.

e  Other countries like Switzerland, Italy and Spain are attracting high-net-worth individuals
with favourable tax regimes, and Britain is competing with these countries.

These findings on the economic impact of the reforms are consistent with the Growth Commission's
warning™ that abolishing the non-dom regime would hinder the prospects for economic growth. This
warning is based on their estimate that the policy would reduce GDP by 0.5% and lead to a £5 billion
loss of revenues.

4 The Growth Commission, “The Autumn 2024 Growth Budget”, October 2024

11
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2. OVERVIEW OF THE TIERED TAX
REGIME

2.1 ASSESSING THE IMPACT OF A “TIERED TAX REGIME"

This report, commissioned by FIFB, sets out findings on the impact of a parallel TTR designed by to sit
alongside the government’s new regime starting in April 2025. The report combines surveys carried
out on a unique network of non-doms and specialist tax advisers, desk research, and fiscal modelling
to provide insights on the impact of the TTR. The key features of the TTR are as follows:

* The TTRis available to users for 15 years.

+  Users of the regime would be exempt from paying UK tax on both foreign income and gains,
as well as income and gains from UK investments. The regime would not exempt users from
tax on UK earnings.

* Inany tax year that the TTR is used, there would be an exemption from IHT on non-UK assets,
which would cover not only the user’s personal assets, but also assets of any trusts settled by
the user.

« Users of the regime would incur an annual charge determined by their net wealth (assets
minus liabilities). The annual charge to access the TTR would increase by inflation each year.
Proposed rates for the 2025/26 financial year by net wealth band are set out in Fig. 1.

Fig. 1. Proposed net wealth bands and charges for the TTR

Up to £100 million £200,000
£100 million—£250 million £500,000
£250 million—£500 million £1 million
Over £500 million £2 million

12
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3. SURVEY FINDINGS

3.1 OVERVIEW OF APPROACH

The research approach in this report is based on new surveys administered to non-doms and specialist
tax advisers on the impact of the TTR. The non-dom survey received responses from 115 current non-
doms, while the adviser survey was answered by 42 specialist tax advisers who represent 614 non-dom
clients. The surveys provide insight into the reaction of non-doms to the TTR as a substitute for the
remittance basis alongside the government's proposed reforms.

Specifically, it offers a unique perspective on how the TTR will affect immigration flows of potential
future non-doms, the emigration response of current non-doms, and how these responses would vary
with changes to the design of the TTR. Importantly, it allows us to compare expected migration
responses to those under the current proposed reforms without the TTR. The surveys also gather new
evidence on the wider UK tax contribution of non-doms.

A major advantage of this survey-based approach is that it asks those in the non-dom ecosystem for
their views on the specific reform being proposed. However, our survey approach does have
limitations, as there may be inherent response bias and the sample is not representative of the wider
non-dom population. However, grouping survey responses by net wealth category provides insight
into the behavioural response of these different groups of non-doms to the TTR. We report sample
sizes throughout.

3.2 IMMIGRATION RESPONSE

The survey suggests that if the TTR is offered, this will encourage more foreigners to move to
the UK than will otherwise be the case following the April 2025 reforms.

Among remittance basis users surveyed in the first phase of analysis, only 33% indicated they would
have become resident in the UK had the April 2025 reforms (without the TTR) been in place when they
moved. However, if remittance basis users are asked whether they would have moved to the UK if the
TTR had been made available (in conjunction with the April 2025 reforms), they are much more
positive about the UK as a country of residence. Asked to imagine the situation if the TTR was in place
alongside the April 2025 reforms, 79% of remittance basis users said they would have moved to the
UK. The change in the immigration response with the TTR is particularly notable among investors. 76%
of investors indicated they would have moved to the UK had the TTR been in place alongside the April
2025 reforms, compared to just 21% if those reforms were in place without the TTR.
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Fig. 2. “If the proposed policy was in place at the time when you moved to the UK, would you
still have come to the UK?”

Proportion of remittance basis user respondents who responded "Yes"
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Source: Oxford Economics

Results based on the following sample sizes. Without TTR: All (57); Workers (6); Entrepeneurs (22);
Investors (29). With TTR: All (84); Workers (9); Entrepeneurs (41); Investors (34).

Responses across the wealth distribution suggest the proposed reforms with the TTR would be less
disruptive to inflows of the wealthiest foreigners. Specifically, remittance basis users with net wealth of
over £100 million were more likely to have come with the TTR in place alongside the proposed
regime. With the TTR, 76% of remittance basis users with net wealth under £100 million indicated they
would have still come to the UK, and this figure rises to 85% of those with net wealth of £100 million.

3.3 EMIGRATION RESPONSE

The survey suggests that with the TTR there would be a much weaker emigration response to
the April 2025 reforms and indeed, many non-doms would stay longer than they would under
the current non-dom regime.

Our previous survey suggested that there will be a significant emigration response to the April 2025
reforms (without the TTR). Our first survey found that 62% of respondents indicated plans to leave the
UK within two years or that they were actively considering leaving the UK shortly without the TTR. In
sharp contrast to this, our latest survey shows that if the TTR were offered alongside the April 2025
reforms, levels of emigration of non-doms from the UK would be reduced dramatically. Only 5% of
remittance basis users surveyed indicated that they plan to leave the UK within two years or that they
were actively considering leaving with the TTR.

Importantly, with the TTR, 73% of respondents indicated that they would stay longer in the UK than
previously planned. This compares to only 2% of those surveyed previously who indicated that the
proposed reforms would make them stay longer in the UK (without the TTR).
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Fig. 3. “Will the proposed reform of the non-dom taxation regime, if implemented, impact the
timing of your emigration from the UK?”

Proportion of RB user respondents
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Source: Oxford Economics
Results based on the following sample sizes: Without TTR (55); With TTR (83).

Responses across the wealth distribution suggest that the proposed reforms with the TTR would have
a greater impact in encouraging the wealthiest non-doms to stay longer than they would under the
current non-dom regime. Remittance basis users with net wealth of £100 million and above were
more likely to stay longer with the TTR. Specifically, 85% of those with net wealth of £100 million and
above indicated they would stay longer with the TTR than they would under the current non-dom
regime, compared to just 66% of respondents with net wealth under £100 million.
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Fig. 4. “If the TTR is implemented alongside the government’s proposed reforms, would this
policy package impact the timing of your departure from the UK, compared to a situation in
which there is no reform to the regime?” (by net wealth)

Proportion of RB user respondents
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B This combined reform package would accelerate the timing of my emigration from the UK.

B This combined reform package would not impact my decision about the timing of my emigration from
the UK.

B This combined reform package would make me stay longer in the UK.

Source: Oxford Economics

Results based on the following sample sizes: All (83); No net wealth provided (6); Net wealth up to £100m (50);

Net wealth £100m+ (27).

Net wealth is categorised into the defined bands as follows: Net wealth up to £100m (up to and not including £100m);
Net wealth £100m+ (£100m, inclusive, and over).

The survey also suggests that among those who intend to leave the UK sooner, the likelihood of doing
so in the near-term decreases if the TTR is made available alongside the April 2025 reforms.
Specifically, only 36% of respondents who indicated they would leave the UK sooner with the TTR said
they will leave in the near term.” In comparison, of those who indicated they would leave the UK
sooner without the TTR, 63% indicated they will leave in the near term.'

5 That is, only 36% indicated they are “actively considering leaving the UK shortly” or “have plans to leave the UK within two
years of the proposed changes”.

6 That is, 63% indicated they are “actively considering leaving the UK shortly” or “have plans to leave the UK within two years of
the proposed changes”.
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The findings from the surveys suggesting a strong emigration response are supported by the Henley
Private Wealth Migration Report 2024. Henley project a net outflow of 9,500 millionaires in 2024,
which is more than double their estimate of 4,200 who left the UK last year™.

3.4 HOW MIGRATION RESPONSE VARIES WITH THE DESIGN OF THE TTR

The survey suggests that a longer TTR availability period would result in fewer foreigners being
deterred from moving to the UK and lead to fewer foreigners leaving the UK.

The survey asked a series of questions designed to understand how the duration of the TTR's
availability—whether limited to 10 years or made indefinite—would influence the migration response
of non-doms. For a TTR with a 10-year availability period, 70% of respondents indicated they would
still have become resident in the UK had this version of the TTR been in place when they moved. For a
TTR with an indefinite availability period, the proportion of respondents who indicated they would
have moved to the UK increases to 86%.

Fig. 5. “If the proposed policy was in place at the time when you moved to the UK [i.e. the April
2025 reforms], would you still have come to the UK?”

Proportion of RB user respondents
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Without TTR With TTR - 10 year With TTR - 15 year With TTR - indefinite
availability availability availability

M Yes B No

Source: Oxford Economics
Results based on the following sample sizes: Without TTR (57); With TTR - 10 year availability (83); With TTR - 15 year
availability (84); With TTR - indefinite availability (81).

The survey also suggests a longer TTR availability period would lead to fewer non-doms leaving the
UK. The longer the TTR is available, the more likely respondents are to indicate that they would stay
longer. For a TTR with a 10-year availability period, 60% of respondents indicated they would stay

7 The Henley Private Wealth Migration Report 2024
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longer. For a TTR with an indefinite availability period, 84% of respondents indicated they would stay
longer.

Fig. 6. Will the proposed reform of the non-dom taxation regime, if implemented as proposed,
impact the timing of your emigration from the UK?

Proportion of RB user respondents
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B The proposed reform (together with the TTR) would accelerate the timing of my emigration
from the UK.

B The proposed reform (together with the TTR) would not impact my decision about the timing of
my emigration from the UK.

B The proposed reform (together with the TTR) would make me stay longer in the UK.

Source: Oxford Economics
Results based on the following sample sizes: Without TTR (55); With TTR - 10 year availability (83); With TTR - 15 year
availability (83); With TTR - indefinite availability (80).

3.5 THE WIDER ECONOMIC AND FISCAL CONTRIBUTION OF NON-DOMS

The survey highlights the substantial VAT and Stamp Duty Land Tax (hereafter, “Stamp Duty")
contributions that surveyed non-doms make to the Exchequer.

Non-dom respondents indicated that, on average, they paid £800,000 of UK VAT in the 2023/24 tax
year. Importantly, wealthier non-doms—who the survey shows are more likely to be retained and
attracted by the TTR—indicated that they paid substantially more UK VAT. Non-doms with net wealth
of £100 million and over indicated that they paid £2.2 million, on average, in 2023/24,

In addition, respondents indicated that, on average, they paid £890,000 of UK Stamp Duty across the
last five tax years (2019/20 to 2023/24)*. Again, wealthier non-doms—who the survey shows are more
likely to be retained and attracted by the TTR—indicated that they paid substantially more UK Stamp

"8 The median was £200,000.
19 £180,000 on average per annum.
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Duty. Those with net wealth of £100 million and over indicated that they paid £2.2 million, on average
annually, in the previous five tax years®.

Survey respondents also indicated that they are already divesting from UK assets due to the
government'’s proposed reforms. Of the 115 non-doms surveyed, 29 signalled that they have already
divested from UK assets. Responses indicate that these 29 non-doms alone have already divested a
total of £840 million from UK assets, and the average amount already divested per respondent was
£29 million. When asked which sectors they have divested from, respondents mentioned a variety of
sectors including property and real estate, technology, financial services, and hospitality.

Respondents also noted that they have actively stopped making new investments, which they would
otherwise have made in the absence of the government’s proposed reforms. This reflects another part
of the wider economic impact that is not captured in the assessment of the government’s proposed
reforms in the fiscal estimates from our original report.

20 The median was £1.25 million.
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4. FISCAL MODELLING

4.1 OVERVIEW

The fiscal impacts of the TTR set out in this section have been estimated against a baseline in which
the government'’s proposed reforms?' have been implemented. As such, the analysis solely focuses on
the impact of TTR on tax revenues coming from high-net-worth foreigner living in the UK for under 15
years (hereafter high-net-worth foreigners). This is the cohort who would benefit from the TTR, rather
than the entire non-dom population. We assume that one in 10 current remittance basis users? fall
into this category. This is based on the assumption that it will be financially beneficial for non-doms
with foreign income and gains of around £750,000 and above to utilise the TTR* and that this
describes around 10% of remittance basis users2.

The impact has been evaluated using two scenarios based on different immigration and emigration
assumptions, reflecting the significant uncertainty around how individuals will response to the TTR.

¢ In Scenario 1, the mobility response is based on survey data for non-doms which provides
insights into how the TTR will affect their behaviour. The baseline in Scenario 1, which reflects
the impact of the government’s proposed reform, has been estimated following a similar
survey-based approach.

e In Scenario 2, the mobility response is calibrated based on the expected change in tax burden
under the TTR and immigration and emigration elasticities from the literature®. The baseline
in Scenario 2, which reflects the impact of the government’s proposed reform has been
estimated using these same elasticities.

A major advantage of the survey-based approach used in Scenario 1 is that it asks those in the non-
dom ecosystem about how they will respond to the proposed reforms. However, this approach does
have limitations, as there may be inherent response bias and the sample is not representative of the
wider non-dom population.

2! There are also some differences between the policies assessed in our research and those set out at Autumn Budget as this
research was conducted prior to the event. The softening of the IHT tail and treatment of trusts settled before 30 October 2024
will reduce the migration incentive for non-doms compared to our analysis. However, the wider reforms to capital gains tax and
business property relief will increase the migration incentive.

22 Remittance basis users with foreign income and gains under £2,000 are excluded from this population.

2 This is the broad threshold around which the effective tax rate on investment income and capital gain makes it financially
beneficial to claim the TTR.

24 See Figure 2B in "Taxation and Migration by the Super Rich" by Advani et al (2023).

25 Of this population we assume that only those living in the UK for more than four years utilise the TTR, but that the population

of these high-net-worth individuals living in the UK for under four years is larger as the TTR makes the UK more attractive to
these individuals.

2 The immigration response is based on “Migration and Wage Effects of Taxing Top Earners: Evidence from the Foreigners' Tax
Scheme in Denmark” by Kleven et al. The emigration response was based on “Taxation and Migration by the Super Rich” by
Advani et al.
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We expect Scenario 1 to overestimate the population response as survey-based mobility responses
are likely to suffer from response bias. In contrast, we expect Scenario 2 to underestimate the
population response as the elasticities only capture the impact of reduced taxation on foreign income
and gains and do not factor in the IHT benefits of the TTR?.

4.2 RESULTS

4.2.1 Population change among high-net-worth foreigners

Scenario 1 sees a 61% increase in the population of high-net-worth foreigners relative to a baseline in
which the government's proposed reforms are implemented without the TTR. This is primarily driven
by the change in inflows of new high-net-worth foreigners with the TTR. Based on our survey findings
the inflow of high-net-worth foreigners falls by 67% with the government’s proposed reforms, in
contrast these inflows remain stable under the TTR%. This immigration response among high-net-
worth foreigners is significantly higher than in our previous report, but reflects that this analysis
focuses in on a group of particularly mobile individuals rather than the whole non-dom population.

Scenario 2 sees a 1% increase in the population of high-net-worth individuals. This reflects that
elasticities from the wider literature suggest that the decrease in tax burden under the TTR (relative to
the government’s proposed regime) leads to a modest increase in the immigration rate and fall in the
emigration rate. Our view is that this scenario is implausibly low based on the evidence from returns
to our original surveys. The population response on which this scenario is based does not reflect the
reforms to the treatment of inheritance tax (under the government'’s reforms), which have been shown
to be of primary importance to the cohort of high-net-worth individuals.

27 Our previous report highlighted this as a key factor driving the substantial immigration and emigration response reported
seen in response to the government'’s proposed reforms.

28 21% of survey respondents indicated that they would not have come to the UK even with the TTR implemented, but 73% of
respondents also indicated that they would stay longer in the UK with the TTR. The latter finding clearly indicates that the TTR
has a strong pull effect, and on balance we assume that the inflow of new arrivals remains stable.
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Fig. 7. Growth in high-net-worth foreigner population with the TTR (% difference from
baseline)

Difference from baseline
70% -
60% -
50% -
40% -
30% -
20% -
10% -

0% - : - I —_—

2024/25 2025/26 2026/27 2027/28 2028/29 2029/30
@ Scenario 1 e Scenario 2

Source: Oxford Economics

4.2.2 Increased taxation for those who utilise the TTR

The increase in taxation for high-net-worth foreigners that remain in the UK is based on survey returns
from specialist tax advisors. These returns indicate that the government’s proposed regime would
increase tax paid by an average of 75% non-domes living in the UK for more than four years. Our new
survey indicated that the TTR, on average, would increase the tax burden by 42% for high-net-worth
foreigners.

4.2.3 Fiscal impact

The overall fiscal impact varies significantly across the two scenarios, highlighting the impact that
changes in assumptions regarding the immigration and emigration responses have on the analysis.

In Scenario 1, the TTR raises £680 million (in nominal prices) by 2029/30. This is driven by the increase
in the population of high-net-worth individuals. In Scenario 2, the TTR will cost £122 million (in
nominal prices) in 2029/30.

We judge that the fiscal impact of the TTR is highly likely to be positive. The asymmetry in the two
scenario estimates around the no revenue impact threshold (£0) implies that the TTR is likely to have a
positive fiscal impact. This is further supported by the fact that the population response in Scenario 2
does not reflect the IHT impact of the government's reforms which is alleviated by the TTR.
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Fig. 8. Fiscal impact of the TTR (£m, current prices)
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4.3 DISCUSSION

The results illustrate that in a scenario where high-net-worth foreigners are more responsive to
changes in taxation, the TTR could generate £680 million in tax revenues. Conversely, in a scenario in
which high-net-worth individuals are less responsive to changes in taxation, the TTR could cost the
Exchequer £120 million. Importantly, this scenario does not reflect how the TTR's IHT protections will
help to retain high-net-worth individuals in the UK.

Importantly, this modelling does not capture the wider contribution made by non-doms. The surveys
highlight the significant investment, VAT, and stamp duty contributions of non-doms. The survey also
shows that, on average, these contributions are larger among higher-net-worth foreigners, for whom
the TTR is a particularly attractive regime. Not implementing the TTR would also put these economic

and fiscal benefits at risk.

There are several other important channels of impact that have not been modelled due to data
limitations, which may have significant impacts our fiscal analysis.

e Firstly, it is possible that the TTR is utilised by UK residents who would currently be classed as
UK-domiciled. The motivation for utilising this would be to access the exemptions it offers on
UK IHT and tax on UK investment income. The impact of this is ambiguous as it would reduce
the average tax contributions paid by these individuals, but also encourage new arrivals,
boosting tax revenues and investment. We are unaware of publicly available data on the
potential size of this population.

e Secondly, the TTR may reduce IHT revenues as it exempts TTR users from paying IHT on non-
UK assets. The wider literature suggests that increases in IHT on high-net-worth individuals
tend to be revenue-positive, with increased IHT revenues outweighing other revenues lost
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due to migration. However, there are examples where the cost-benefit ratio from IHT
increases has been negative.”

e Thirdly, under the TTR, FIG that is remitted by users will not be taxed, which will reduce direct
tax revenues paid by TTR users. However, this will also make it more cost-effective for TTR
users to bring their wealth into the UK, which will support investment and drive economic
growth—and ultimately lead to an indirect increase in government revenues.

The fiscal estimates are also sensitive to key assumptions around the proportion of non-doms who
would claim the TTR, the average tax contribution among this group, and the extent to which the TTR
helps to attract new arrivals. We have conducted sensitivity analysis to highlight the impact of changes
to these assumptions. The changes considered in our analysis and the corresponding results are listed
below.

e The proportion of non-doms who claim the TTR: increasing the proportion of non-doms
utilising the TTR from 10% to 12.5% leads to the fiscal gains from the TTR increasing from
£680 million to £850 million in Scenario 1. If this same change is applied to Scenario 2, the
fiscal costs of the policy increase from £120 million to £153 million.

e The average tax contribution of TTR users: increasing the current average tax contribution
of high-net-worth individuals who are expected to utilise the TTR by £100,000 leads to the
tax revenues raised in Scenario 1 increasing from £680 million to £770 million. If this same
change is applied to Scenario 2, the fiscal costs of the policy increase from £120 million to
£140 million.

e Additional immigration response: the TTR is likely to bring in new arrivals to the UK who
would not have otherwise immigrated under the current non-dom regime. There is significant
uncertainty around the extent of this effect, but we estimate that an additional 100 new
arrivals to the UK attracted by the TTR could raise £80 million in 2025/26.

Publicly available data on the non-dom population (characteristics, inflows, and outflows and tax
contributions) were limited and lagged. This creates significant challenges in estimating the fiscal
impact of the government’s proposed reforms or alternative regimes. Given the potential impact on
the fiscal position and wider economy, improved data, further research, and increased collaboration
among those working on this topic will be vital in supporting evidence-based policymaking in this
space.

2 Moretti and Wilson (2023) find that in California, the cost-benefit ratio is 1.45, indicating that if California adopted the estate
tax on billionaires, the state would lose revenues by a significant margin.
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