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Summary of tax law changes

• Individuals

– Redefines tax brackets and changes marginal tax rates, modifies 
certain deductions and credits

• Corporate
– Reduced corporate tax rate from 35% to 21%
– Modified territorial tax system

• One‐time tax on previously unrepatriated foreign earnings 
• Taxes on “excessive” intercompany interest and service charges

– Alternative minimum tax paid if domestic income is “artificially” lowered by payments to 
foreign affiliates 

• Taxes on earnings on intangible assets
– Reduced rate on earnings from domestic intangibles

– “Excessive” earnings from foreign intangibles taxed
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Impact on Personal Taxes

Tax Law Changes
• Redefines tax brackets and changes marginal tax rates
• Eliminates the personal exemption deduction ($4,150 to $0)
• Doubles the standard deduction ($6,350 to $12,000 (single); $12,700 to $24,000 (married))
• Increases the Child Tax Credit ($1,000 to $2,000)
• Increases the amount exempt from the AMT 
• Repeals or limits deductions for S&L taxes, mortgage interest, and interest on home equity loans

Impact on Personal Income and Outlays
• Personal current taxes reduce disposable personal income (DPI) and increase federal government receipts
• Lower taxes will

– increase DPI and increases the personal saving rate
– decrease federal government current receipts

Timing of Impact
• January 2018 – estimates of withheld income taxes 
• January 2019 – estimates of nonwitheld taxes, final settlements and refunds 
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Personal Income

Table 2.6. Personal Income and Its Disposition, Monthly
[Millions of dollars; months are seasonally adjusted at annual rates]

Bureau of Economic Analysis

Line 2017 2018
Sep Oct Nov Dec Jan Feb

1 Personal income 16,535.6 16,595.4 16,651.4 16,719.1 16,793.9 16,861.2

2 Compensation of employees 10,393.6 10,413.5 10,464.6 10,511.8 10,568.8 10,615.7

9
Proprietors' income with inventory valuation and capital consumption 

adjustments 1,389.2 1,394.5 1,408.0 1,406.9 1,410.8 1,426.0

12 Rental income of persons with capital consumption adjustment 751.1 754.1 757.7 760.4 764.4 768.8

13 Personal income receipts on assets 2,442.7 2,464.7 2,479.2 2,499.3 2,494.4 2,501.5

16 Personal current transfer receipts 2,872.2 2,884.8 2,864.9 2,870.0 2,905.9 2,905.9

25 Less: Contributions for government social insurance, domestic 1,313.3 1,316.3 1,323.0 1,329.2 1,350.5 1,356.7

26 Less: Personal current taxes 2,077.5 2,094.2 2,109.6 2,120.9 2,053.0 2,066.4

27 Equals: Disposable personal income 14,458.1 14,501.2 14,541.8 14,598.2 14,740.9 14,794.7

28 Less: Personal outlays 14,020.9 14,075.1 14,178.3 14,248.4 14,269.6 14,297.3

29 Personal consumption expenditures 13,525.5 13,569.6 13,665.3 13,728.0 13,749.3 13,777.0

30 Personal interest payments\4\ 298.2 305.5 312.7 319.9 319.8 319.7

31 Personal current transfer payments 197.1 200.0 200.3 200.5 200.5 200.6

34 Equals: Personal saving 437.2 426.1 363.5 349.8 471.3 497.4

35 Personal saving as a percentage of disposable personal income 3.0 2.9 2.5 2.4 3.2 3.4
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Corporate Profits Tax Law

• Overall tax rates are decreasing from 35% to 21% (This is a 40% 
deduction in tax rates)

• Timing – Rates change as of Q1 2018

– Initial estimates of corporate profits and taxes for Q1 2018 will be 
published May 30th (GDP second estimate)

• Apply a decrease of 40% to industry tax rates

• This WILL NOT affect GDI since profits before tax is the featured 
measure included in GDI

– Please keep in mind that what is reported in the financial news is 
often after tax
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Tax Rates by Industry

• Effective tax rates differ greatly by industry due to:
– Deductions 
– Negative profits
– Taxes on capital gains (NIPA concepts)

• Rates range from 180% to negative % (tax refunds due to 
credits/profit losses)
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Deemed repatriation tax: Overview

• One time tax on accumulated foreign earnings from 1987‐2017

• Two rates:
– 15.5% on cash and cash equivalent assets
– 8% on other assets

• Domestic transaction between U.S. corporations and the U.S. 
government
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Deemed repatriation tax: Treatment

• Timing – Q4 2017 
– Recorded on an accrual basis

• Capital Transaction
– Not a tax on current production (similar to a wealth tax)

– Does not impact current taxes or profits after tax (PAT)

• Estimation ‐ $250 billion ($1 trillion at an annual rate for Q4 2017)

– BEA’s international transactions accounts (ITAs), international 
investment position (IIP), and activities of multinational enterprises 
(AMNE)

– Joint Committee on Taxation (JCT)
– Treasury Department’s Office of Tax Analysis (OTA)
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Increased dividends to U.S. MNEs

•Beginning Q1 2018
– Expect larger dividends (from US foreign affiliates) because 
companies have been waiting on tax reform

– Dividends likely to be especially large at first then settle into a new 
level that is larger than in the past

– Saw lower than usual dividends in Q4 2017 has companies hold 
off for lower tax rate

• Impacts to the accounts
– No impact on any major aggregates for NIPAs or ITAs

– Direct Investment income includes total operating earnings
• Large dividends would imply small (or negative) reinvested earnings
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Direct investment earnings and components
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Tax on “excessive” intercompany interest and 
service charges (BEAT) 

• Known as the Base Erosion Anti‐abuse Tax (BEAT)

– The BEAT is an alternative minimum tax that will be applied to a U.S. 
business if base eroding payments make up 2‐3* percent of the 
business’ allowable expenses for tax deduction.

• Designed to discourage U.S. businesses from shifting profits to 
related parties in low‐tax jurisdictions via interest or service 
payments (aka ‘base eroding payments’)

5/15/2018

11* Depending on the industry



Tax on earnings from foreign intangible assets  
(GILTI)

• “Carrot‐and‐stick” approach to encourage U.S. companies to 
keep IP at home
– Carrot: Reduced rate on earnings from domestic intangibles ‐
12.125%

– Stick: New tax intended to curb movement of domestically created 
intangibles to foreign affiliates

• “Global Intangible Low‐Taxed Income” ‐ GILTI

• GILTI base (simplified) = Rate of return on all foreign assets – 10% return on 
foreign fixed assets

– Initially taxed at 10.5%, then increases over time
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Business Income 

Table 1.12. National Income by Type of Income
[Billions of dollars] Seasonally adjusted at annual rates

Bureau of Economic Analysis

Line
2017

Q1 Q2 Q3 Q4
1 National income 16388.2 16498.7 16710.8 16833.3
2 Compensation of employees 10166.3 10243 10356.1 10463.3
9 Proprietors' income with IVA and CCAdj 1380.2 1378.6 1381.9 1403.1
12 Rental income of persons with CCAdj 730.8 740.3 747.2 757.4
13 Corporate profits with IVA and CCAdj 2109 2123.4 2213.7 2212.5
14 Taxes on corporate income 466.3 479.6 475.5 445.6
15 Profits after tax with IVA and CCAdj 1642.7 1643.8 1738.2 1767
16 Net dividends 988.1 994.2 998.6 979.9
17 Undistributed profits with IVA and CCAdj 654.6 649.6 739.6 787.1
18 Net interest and miscellaneous payments 588.2 598.3 599.8 559.4
19 Taxes on production and imports 1309.2 1321.3 1331.4 1358.4
20 Less: Subsidies2 61 60.1 61.4 62.7
21 Business current transfer payments (net) 176.5 164.6 152.7 153.5
25 Current surplus of government enterprises2 -11 -10.7 -10.6 -11.7

Addenda for corporate cash flow:
26 Net cash flow with IVA 2229.1 2269.9 2230.9 1438.8
27 Undistributed profits with IVA and CCAdj 654.6 649.6 739.6 787.1
28 Consumption of fixed capital 1599.7 1618.8 1634.7 1650.7
29 Less: Capital transfers paid (net) 25.3 -1.5 143.3 998.9
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Business Income
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Table 1.12. National Income by Type of Income
[Billions of dollars] Seasonally adjusted at annual rates

Bureau of Economic Analysis

Line
2017 2018

Q1 Q2 Q3 Q4 Q1
1 National income 16388.2 16498.7 16710.8 16833.3
2 Compensation of employees 10166.3 10243 10356.1 10463.3
9 Proprietors' income with IVA and CCAdj 1380.2 1378.6 1381.9 1403.1
12 Rental income of persons with CCAdj 730.8 740.3 747.2 757.4
13 Corporate profits with IVA and CCAdj 2109 2123.4 2213.7 2212.5 no direct impact
14 Taxes on corporate income 466.3 479.6 475.5 445.6 reduced rates and new international tax system
15 Profits after tax with IVA and CCAdj 1642.7 1643.8 1738.2 1767 reduced rates and new international tax system
16 Net dividends 988.1 994.2 998.6 979.9 new international tax system (decrease)
17 Undistributed profits with IVA and CCAdj 654.6 649.6 739.6 787.1 new international tax system (offsett increase)
18 Net interest and miscellaneous payments 588.2 598.3 599.8 559.4
19 Taxes on production and imports 1309.2 1321.3 1331.4 1358.4
20 Less: Subsidies2 61 60.1 61.4 62.7
21 Business current transfer payments (net) 176.5 164.6 152.7 153.5
25 Current surplus of government enterprises2 -11 -10.7 -10.6 -11.7

Addenda for corporate cash flow:
26 Net cash flow with IVA 2229.1 2269.9 2230.9 1438.8
27 Undistributed profits with IVA and CCAdj 654.6 649.6 739.6 787.1
28 Consumption of fixed capital 1599.7 1618.8 1634.7 1650.7
29 Less: Capital transfers paid (net) 25.3 -1.5 143.3 998.9


