






American tech firms are repatriating 
billions in offshore profits. The days of 
hiding money in off-shore tax havens 
like the Cayman Islands and Bermuda 
are fading. This is the result of a tax 
legislation put forward by the previous 
Trump administration designed to 
coerce US multinationals to bring their 
money back to the USA. President 
Biden’s plan is to tax these profits to 
fund $2 trillion worth of infrastructure 
spending. 

Shifting income is the practice by 
which multinationals artificially divorce 
their reported profits from where they 
actually do business. A tech giant, for 
example, may park its intellectual property (IP) in Bermuda, then charge its subsidiary in a 
higher tax country such as the United States for using the IP. Profits then get taxed at an ultra low 
rate instead of the higher rate where the company is domiciled. 

As the chart shows, as recently as 2017 American technology companies booked as much as two-
thirds of their profits overseas. In contrast domestic profits now account for more than half of 
tech firms earnings. The Big Four -Microsoft, Apple, Alphabet and Facebook- brought home a 
total of $49 billion last year. 

The credit should go to the Trump administration which passed the Tax Cuts and Jobs Act 
(TCJA) back in 2017. The Act employed both carrot and stick. The carrot was a tax deduction for 
foreign-derived intangible income (FDII), including earnings on intellectual property and other 
assets that are not physical in nature. The stock was its “Gilti” levy on what it called global 
intangible low-taxed income booked in Ireland, Caribbean islands and elsewhere.  



The Biden administration is seeking to 
go further. The plan is to raise the Gilti 
tax rate from 10.5% to 21% and repeal 
the FDII deduction. The measure with 
the biggest potential impact would be a 
15% minimum book tax on big firms 
that report higher profits but have little 
taxable income. Around the World has 
written about the global minimum tax in 
previous postings and it would seem 
that, if enacted, rapacious governments 
stand to take even more wealth out of 
the private sector and transfer it to the 
public. The effect would be that 
companies would be less profitable and 
share prices would move lower 
accordingly. It goes without saying that 
we are against any initiative that would 
penalize companies for success -and the  
shareholders who have invested in them.  

Be safe, be well! 
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