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Landmark G7 Agreement on Minimum Tax Rate on MNCs 

The G7 countries have reached a landmark agreement on corporate tax reform, agreeing to 

proposals which ensure the largest multinationals pay more tax where they operate, regardless of 

the location of their headquarters (“Pillar One”), and a minimum tax rate of 15% for multinationals 

(“Pillar Two”). The accord will have to win the support of the G20 nations in Venice in July, before 

wider global negotiations with 139 countries at the OECD. The accord will help end the “race to 

the bottom”, in which countries have slashed corporate tax rates and provided exemptions to 

attract big MNCs. The average statutory rate has fallen from around 40% in 1980 to 24% in 2020. 

In the absence of a global deal, there would likely be a proliferation of unilateral tax measures 

(such as digital taxes) and an increase in tax and trade disputes, which would hurt global growth. 

Singapore Captures Large Share of US Firms’ Foreign Income  

Singapore’s share of US firms’ foreign income taxed is second highest at 7.5%, after Bermuda 

(8.7%), based on US IRS filings. US MNCs pay an effective corporate income tax (CIT) rate of about 

4% in Singapore, one of the lowest after Bermuda, Cayman Islands and Puerto Rico. Share of US 

firms’ foreign income for the rest of ASEAN is quite small: Indonesia and Thailand at 0.5%, and 

Malaysia at 0.4% (see Fig 3). US firm’s effective CIT rates in the rest of ASEAN are largely above 

15%, with the exception of Cambodia (11.2%). US firms’ effective CIT rates are highest in Indonesia 

(32.9%), Philippines (23.5%), Thailand (22.1%), followed by Malaysia (19.8%) and Vietnam (16.4%).  

 

Fiscal Impact on Singapore is Uncertain  

The net fiscal revenue impact on Singapore is uncertain due to the two offsetting adjustments 

from Pillar One (negative) and Pillar Two (positive). Pillar One presents downside risks as large 

MNCs may shift their revenue base to countries which generate the sales. This shift is difficult to 

estimate but the magnitude may not be as large as originally feared as the rule will only apply to 

larger companies with revenue exceeding €750 million. Pillar Two presents upside risks, as MNCs 

will likely pay a higher effective CIT rate. As US MNCs currently face a low 4% effective CIT rate, 

the upside will be significant even from a partial increase towards 15%. There will be other factors 

for MNCs to maintain their headquarters and headcount in Singapore, including a strategic 

location, pro-business environment, infrastructure and a skilled workforce.  

 

Non-US Foreign MNCs Pay Lower CIT (vs. Statutory) in Spore, Msia, Thai  

There is no clear uniform pattern of CIT rates faced by foreign MNCs across ASEAN, with generally 

a wide dispersion of tax rates. Foreign MNCs in Singapore, Malaysia, and Thailand mostly enjoy 

lower effective CIT rates, below the statutory rates in those countries. Foreign MNCs in Indonesia 

face higher effective CIT rates than the headline 22% rate. Multinationals from the same parent 

country also face a wide range of effective CIT rates across ASEAN. US firms face low CIT rates in 

Singapore (4%), but relatively high CIT rates in almost all other ASEAN countries. China firms face 

relatively high CIT rates in ASEAN, especially in Indonesia (80.3%) and the Philippines (40.5%), 

while Australia firms face relatively low CIT rates in ASEAN.   

 

Singapore MNCs Face Higher CIT Rates vs. Proposed 15% Minimum Tax 

Singapore MNCs abroad mostly pay above the proposed minimum global CIT rate of 15%, at around 

22.4% on average. While Singapore MNCs pay relatively low effective CIT rates – below the 

statutory tax rates - in Hong Kong (11.6%), Thailand (14.7%) and Malaysia (21.1%) – but pay higher 

tax rates in Indonesia (25.4%), China (26.2%), South Korea (32.2%), the Philippines (54.2%) and 

India (98%). 
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Global Tax Rules & MNC Tax Rates 

On 5 June 2021, the Group of Seven (G7) advanced economies announced an 

agreement for new global tax rules targeted at large multinational corporations 

(MNCs). The agreement consists of two parts: Pillar (1) ensuring that countries 

where corporations operate have the right to tax “at least 20%” of profits 

exceeding a 10% margin, regardless of the location of their physical headquarters; 

and Pillar (2) implementing a global minimum tax of 15% on the largest 

corporations. The accord will have to win the support of the G20 nations in Venice 

in July, before wider global negotiations with 139 countries at the OECD. 

 

The accord aims to end the “race to the bottom” since the 1980s, in which 

countries have slashed corporate tax rates and provided exemptions in their 

competition to attract big multinationals. The average statutory rate has fallen 

from around 40% in 1980 to 24% in 2020 (see Fig 1).  

 

Number of tax havens has increased, as MNCs shift profits to places such as the 

British Virgin Islands, the Cayman Islands, Bermuda, the Netherlands, 

Switzerland and Luxembourg. These jurisdictions were the “most complicit in 

helping MNCs underpay corporate income tax”, ranking the highest in the 

Corporate Tax Haven Index (see Fig 2). Hong Kong and Singapore ranked top #7 

and #9 respectively. The OECD estimates revenue losses to governments due to the 

Base Erosion and Profit Sharing (BEPS) in the range of US$100bn to $240bn, or 4% 

to 10% of global corporate tax revenue.  

 
Fig 1: “Race to the Bottom” – Global Statutory Corporate Tax 
Has Fallen from 40% in 1980 to 24% in 2020 

 

Source: Goldstein, J., “The Case for a Global Minimum Corporate Tax”, The 
Atlantic Council 
 

 Fig 2: Hong Kong & Singapore Ranks #7 and #9 Respectively in 
a Corporate Tax Haven Index in 2021  

 

Note: The index is a measure of how much scope for corporate tax abuse the 
jurisdiction’s tax and financial systems allow, based on a global scale weight. 

Source: Tax Justice Network  
 

 

The US Internal Revenue Service (IRS) data released on March 2021 shows weak 

compliance of US MNCs with BEPS (that profits should be reported where 

economic activities take place). Only 35% of US MNCs’ total international profits 

are booked in base economies, while the remaining 18% is placed in stateless 

entities, 20% in tax havens (such as Bermuda), and 27% in tax-favoured jurisdictions 

(such as Singapore) (see Table 1).  

 

https://www.oecd.org/tax/corporate-tax-remains-a-key-revenue-source-despite-falling-rates-worldwide.htm


 

June 25, 2021 3 

 

Economics Research  
 

Table 1: US MNCs – International Profit Allocated to Base Economies vs. Tax 
Havens & Tax-Favored Jurisdictions 

 Effective tax 
rate (%) 

Foreign Profit 
(loss) before 
income tax 

(US$ bn) 

% of total 
foreign profit 

Total International - 1,115.8 100 

Base Economies 25.5 395.5 35 

Tax Favoured 5.6 301.6 27 

Tax Haven 0.4 220.4 20 

Stateless entities and other country 1.2 198.5 18 

Others with PBT or Income Tax Paid < zero - -0.2 0 
 

Source: Bloomberg Tax, “IRS Releases Country-by-Country Filings; Insights on Tax Havens, Effective Tax 
Rate”, 23 Apr 2021 
 

 

Singapore’s share of US firms’ foreign income taxed is second highest in the 

world at 7.5% after Bermuda (8.7%), based on US IRS filings. US MNCs pay an 

effective corporate income tax (CIT) rate1 of about 4% in Singapore, one of the 

lowest tax rates after Bermuda, Cayman Islands and Puerto Rico (see Fig 3). Pillar 

2 might see Singapore’s share of US foreign income drop significantly, as firms will 

have to pay taxes where customers are. Dr. Glenn De Souza noted that “China has 

1.3 million employees (working for US firms) but only captures 3% of total foreign 

profits, while Singapore has significantly fewer people (about 165k) but gets 7.5% 

of total foreign profits (of US firms).2”  

 

Share of US firms’ foreign income for the rest of ASEAN is quite small: Indonesia 

and Thailand at 0.5%, and Malaysia at 0.4% (see Fig 3). US firm’s effective 

corporate income tax rates in the rest of ASEAN are largely above 15%, with the 

exception of Cambodia (11.2%). US firms’ effective corporate income tax rates are 

already quite high and above 15% in the rest of ASEAN-5, including Indonesia 

(32.9%), Philippines (23.5%), Thailand (22.1%) and Malaysia (19.8%).  

 

Fig 3: Singapore’s Share of US Firms’ Foreign Income Taxed Second Highest at 7.5%  

 

Source: IRS Releases Country-by-Country Filings: Insights on Tax Havens, Effective Tax Rate (23 April 2021); Statistics of Income Division (March 2021); Maybank Kim Eng 
estimates 
 

 

The OECD/G20 Inclusive Framework on BEPS, consisting of 137 member 

jurisdictions, had been discussing proposals for the reform of international tax 

rules in light of the rising global tech giants. The reforms would lead to a more 

favourable environment for investment and growth than would be the case in the 

absence of a consensus-based solution. In the absence of consensus, there would 

likely be a proliferation of unilateral tax measures (such as digital taxes) and 

an increase in tax and trade disputes, which would hurt global growth. The 

                                                      
1 Effective CIT rate is defined as income tax paid (on cash basis) over profit before income 
tax.  
2 Bloomberg Tax, “IRS Releases Country-by-Country Filings; Insights on Tax Havens, Effective 
Tax Rate”, 23 Apr 2021.  

Jurisdiction Share of U.S. firms' foreign income taxed, % Effective tax rate, % U.S. firms' employees there

Bermuda 8.7 0.5 740 

Singapore 7.5 4.0 165,136 

United Kingdom 7.0 14.0 1,289,962 

Netherlands 5.9 7.0 166,604 

Switzerland 5.1 7.7 80,647 

Cayman Islands 4.5 0.4 5,498 

Ireland 4.4 16.2 151,313 

Canada 3.5 19.6 999,934 

Puerto Rico 3.4 1.6 73,835 

China 3.0 23.6 1,299,454 

Indonesia 0.5 32.9 115,901 

Thailand 0.5 22.1 153,762 

Malaysia 0.4 19.8 159,695 

Philippines 0.3 23.5 496,326 

Vietnam 0.1 16.4 63,652 

Cambodia 0.0 11.2 3,404 

Brunei 0.0 15.4 572 

https://news.bloombergtax.com/daily-tax-report/irs-releases-country-by-country-filings-insights-on-tax-havens-effective-tax-rate
https://news.bloombergtax.com/daily-tax-report/irs-releases-country-by-country-filings-insights-on-tax-havens-effective-tax-rate
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Covid crisis has also accelerated the trend towards digitalization and exacerbated 

the tax challenges arising from digitalization.  

 

The two pillars can cumulatively increase global corporate income tax revenues 

by around US$50-80bn per year, based on OECD’s estimates3, with most of the 

additional revenue expected from Pillar 2 (minimum global tax) (see Fig 4). The 

combined additive effects of Pillar One and Two on MNCs’ investment costs is likely 

to be small at +1.4% points, with Pillar Two having a larger impact4 (see Fig 5). 

The impact on investments are likely to be more significant for investment hubs 

(defined as jurisdictions with a total inward FDI position above 150% of GDP), 

where effective tax rates are currently below the minimum tax threshold.  

 

Pillar One (taxing profit in countries where it is generated) requires a global 

agreement and US legislation which must pass through Congress (see Table 2). 

Pillar Two (a global minimum tax rate) can be implemented unilaterally but would 

be more effective if many countries agree to come on board5.   

 
Table 2: OECD/G20 Inclusive Framework on BEPS – Proposals to 
Address Tax Challenges Arising from Digitalisation 

Pillar One Pillar Two 

Seeks to adapt the international tax 
system to new business models 
(digital and tech firms) through a 
coherent and concurrent review of 
the profit allocation and nexus rules. 

Addresses remaining BEPS 
challenges and designed to ensure 
that large international 
operating businesses pay a 
minimum level of tax regardless 
of where they are headquartered 
or the jurisdictions they operate 
in. 

Key elements include:  
(1) A new taxing right for market 

jurisdictions over a share of 
residual profit calculated at an 
MNE group (or segment) level 

(2) A fixed return for defined baseline 
marketing and distribution 
activities taking place physically in 
a market jurisdiction, in line with 
the arm’s length principle 

(3) Improved tax certainty processes 
to improve tax certainty through 
innovative dispute prevention and 
dispute resolution mechanisms 

Aims to use a number of 
interlocking rules to:  
(i) Ensure minimum 
taxation while avoiding double 
taxation or taxation where there 
is no economic profit, (ii) Cope 
with different tax system designs 
by jurisdictions as well as 
different operating models by 
businesses, (iii) Ensure 
transparency and a level playing 
field, and (iv) Minimise 
administrative and compliance 
costs 

 

Source: OECD/G20 Base Erosion and Profit Sharing Project, “Tax Challenges Arising 
from Digitalisation – Economic Impact Assessment” (Oct 2020) 
 

 Fig 4: Global Tax Revenue Effects – Pillar Two (Minimum Global 
Tax) Expected to Have a Larger Impact on Tax Revenue  

 

*Pillar One: Taxing profit in countries where it is generated 

**Pillar Two: Global minimum rate assumed at 12.5%  

Source: OECD/G20 Base Erosion and Profit Sharing Project, “Tax Challenges Arising 
from Digitalisation – Economic Impact Assessment” (Oct 2020) 
 

 

Another OECD study6 finds that both pillars are likely to have a relatively small 

negative effect (less than 0.1% of GDP) on global investment, as the proposals 

would mostly affect highly profitable MNCs whose investment is less sensitive 

to taxes. The analysis suggests that there is a U-shape relationship between tax 

sensitivity and MNC group profitability. For instance, the estimated tax sensitivity 

of firms with a profitability rate above 10% is found to be nearly half the sensitivity 

of firms with a profitability rate of between 0% and 10% (see Fig 6).  

 

                                                      
3  OECD (2020), Tax Challenges Arising from Digitalisation – Economic Impact 
Assessment: Inclusive Framework on BEPS, OECD/G20 Base Erosion and Profit Shifting Project 
4 Hanappi, T. and A. González Cabral (2020), "The impact of the Pillar One and Pillar Two 
proposals on MNE’s investment costs: An analysis using forward-looking effective tax 
rates", OECD Taxation Working Papers, No. 50, OECD 
5 Financial Times, “G7 tax deal is ‘starting point’ on road to global reform”, 6 Jun 2021.  
6  Millot, V., et al. (2020), "Corporate taxation and investment of multinational 
firms: Evidence from firm-level data", OECD Taxation Working Papers, No. 51. 

0 10 20 30 40 50 60 70 80

Pillar Two**

Pillar One*

Minimum estimate Maximum estimate

USD bn per annum

https://www.oecd-ilibrary.org/docserver/0e3cc2d4-en.pdf?expires=1623853980&id=id&accname=guest&checksum=7E3F562E9AC4853A24A0AC629543D0A8
https://www.oecd-ilibrary.org/docserver/0e3cc2d4-en.pdf?expires=1623853980&id=id&accname=guest&checksum=7E3F562E9AC4853A24A0AC629543D0A8
https://www.oecd-ilibrary.org/docserver/0e3cc2d4-en.pdf?expires=1623853980&id=id&accname=guest&checksum=7E3F562E9AC4853A24A0AC629543D0A8
https://www.oecd-ilibrary.org/docserver/0e3cc2d4-en.pdf?expires=1623853980&id=id&accname=guest&checksum=7E3F562E9AC4853A24A0AC629543D0A8
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Fig 5: Modest Overall Direct Impact on MNC’s Investment Costs, 
Larger Impact at Investment Hubs  

 

Note: Pillar One considers a 10% profitability threshold on profit, 20% reallocation 
percentage. Pillar Two considers a 12.5% global minimum rate.  

Source: OECD Taxation Working Papers (No. 50), “The impact of the Pillar One and 
Pillar Two proposals on MNE’s investment costs: An Analysis using forward-looking 
effective tax rates” (2020) 
 

 Fig 6: U-Shape Relationship Between Firm Sensitivity to 
Corporate Tax and Profitability 

 

Note: Chart reflects estimated change in investment rate (% point) to a 1% point 
increase in effective marginal tax rates.  

Source: OECD Taxation Working Papers (No. 51), "Corporate taxation and 

investment of multinational firms: Evidence from firm-level data" (2020) 
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https://www.oecd-ilibrary.org/docserver/b0876dcf-en.pdf?expires=1624132185&id=id&accname=guest&checksum=18BAB5E1A7E4ED422A17CFC2AD8F51DD
https://www.oecd-ilibrary.org/docserver/b0876dcf-en.pdf?expires=1624132185&id=id&accname=guest&checksum=18BAB5E1A7E4ED422A17CFC2AD8F51DD
https://www.oecd-ilibrary.org/docserver/b0876dcf-en.pdf?expires=1624132185&id=id&accname=guest&checksum=18BAB5E1A7E4ED422A17CFC2AD8F51DD
https://www.oecd-ilibrary.org/docserver/9c6f9f2e-en.pdf?expires=1624132181&id=id&accname=guest&checksum=CF4AF3FA89B3E27C4EDE73FB5BCA0297
https://www.oecd-ilibrary.org/docserver/9c6f9f2e-en.pdf?expires=1624132181&id=id&accname=guest&checksum=CF4AF3FA89B3E27C4EDE73FB5BCA0297
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Estimating MNC Tax Rates in ASEAN  
 

The US multinationals in ASEAN are mostly paying lower effective corporate 

income tax (CIT) rates compared to the statutory CIT rate (see Fig 7). In 

Singapore, US firms pay the lowest effective CIT rate in the region at 4%, far below 

the 17% statutory rate and the proposed minimum global rate of 15%. In the rest 

of the ASEAN-5, US multinationals pay higher effective CIT rates in Indonesia 

(32.9%), the Philippines (23.5%), Thailand (22.1%) and Malaysia (19.8%).  

 
Fig 7: US Firms’ Effective Corporate Income Tax (CIT) Rate vs. Statutory CIT 
Rate in ASEAN; US Effective CIT Rate Below 15% in Cambodia and Singapore  

 

Note: Data as of tax year 2018. Numbers in brackets refer to sample size of US multinationals in 
selected tax jurisdictions. 

Source: IRS, Statistics of Income Tax Division (March 2021), KPMG 
 

 

About 34% of US MNCs pay less than an effective CIT rate of 10% in Singapore, 

which is the highest share in ASEAN (see Fig 8). The share of US MNCs that pay 

less than a 10% effective CIT rate is generally lower in the rest of ASEAN, especially 

in Indonesia (14.4%), Malaysia (20.1%) and Thailand (21.6%).  

 
Fig 8: Up to 62% of Singapore-Based US Multinationals May Lose Some Tax 
Benefits with the Implementation of a 15% Global Minimum Income Tax 

 

Note: Data as of tax year 2018 .The lower bound is the proportion of companies with less than 10% 
effective corporate tax rate; the upper bound is the proportion of companies with less than 25% 
effective corporate tax rate. 

Source: IRS, Statistics of Income Division (March 2021) 
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Corporate tax rates have mostly fallen or remained constant in Asia over the 

past decade (see Fig 9). Macau (12%), Hong Kong (16.5%) and Singapore (17%) have 

the lowest CIT rates in Asia. Japan and Thailand have cut their CIT rates 

significantly by around 10% points between 2011 and 2021, while the Philippines (-

5%pts), Vietnam (-5%pts), Indonesia (-3%pts), India (-2.4%pts) and Malaysia (-1%pt) 

have also cut rates.  

 

Thailand reduced its CIT rate sharply in 2012, from 30% to 23%, followed by a cut 

to 20% in 2013, in anticipation of the launch of the ASEAN Economic Community at 

end Dec 2015. Indonesia’s tax cut was part of the Omnibus bill, with the CIT rate 

reduced from 25% to 22% in 2020 and 2021 and a further reduction to 20% starting 

2022. Under the CREATE Law, the Philippines in Mar 2021 approved the lowering 

of corporate tax rates from 30% to 25% for most businesses, and 20% for smaller 

enterprises (see Philippines Strategy – Less is more, 3 Feb 2021).  

 
Fig 9: Corporate Tax Rates in Asia Have Mostly Fallen Over the 
Past Decade 

 

Source: KPMG 
 

 Fig 10: Corporate Income Tax Accounts for a Substantial Share 
of Government Revenue in ASEAN 

 

Source: CEIC, OECD 
 

 

The G7 proposal has been met with different reactions in Asia. In Singapore, 

Finance Minister Lawrence Wong stated that it is too early to say what the impact 

of the tax reforms would be, but added that the new rules should not 

“inadvertently weaken the incentives for businesses to invest and innovate”7. Rival 

Hong Kong’s Financial Secretary Paul Chan stated that the proposed tax regime 

may affect some of the tax concessions the government offers to various industries8.  

 

The net fiscal revenue impact on Singapore is uncertain due to the two 

offsetting adjustments from Pillar One (negative) and Pillar Two (positive). 

Pillar One presents downside risks as large MNCs may shift their revenue base to 

countries where generate the sales. This shift is difficult to estimate but the 

magnitude may not be as large as originally feared as this rule will only apply to 

larger companies with revenue exceeding €750 million. Pillar Two presents upside 

risks to fiscal revenue, as existing MNCS will have to pay a higher CIT tax rate. As 

US MNCs currently face such a low 4% effective CIT rate, the upside risk is material 

if the tax rate moves partially towards the 15% minimum global tax rate. There 

will be other factors for MNCs to maintain their headquarters and headcount in 

Singapore, including a strategic location, pro-business environment, infrastructure 

and a skilled workforce. 

 

Corporate income tax is the largest source of operating revenue for the Singapore 

government, accounting for around 20% to 24% of total revenue over the past 

decade (see Fig 11), or around 3%-3.5% of GDP. Corporate income tax accounts for 

                                                      
7 Channel News Asia, “Singapore will ensure its tax system is compatible with international 
norms while managing burden on businesses: Lawrence Wong”, 8 Jun 2021. 
8 Bloomberg, “Hong Kong May be ‘Restrained’ by New Global Tax Rules, Chan Says”, 7 Jun 
2021.  
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a larger share of total fiscal revenue in the Philippines (36.6%) and Indonesia (35.6%) 

than the rest of ASEAN (see Fig 10).  

 
Fig 11: Singapore – Corporate Income Tax as a Share of Total 
Revenue Has Been Stable at Around 20%-24% in Past Decade 

 

Note: FY2021 numbers refer to budgeted amount.  

Source: Ministry of Finance, CEIC 
 

 Fig 12: Singapore – Top Foreign Direct Investors are the US, 
Cayman Islands, and British Virgin Islands  

 

Note: Refers to stock as at year-end.  

Source: Singstat 
 

 

Indonesia, together with South Africa and Mexico were among the earliest 

countries to show support for the G7 proposal to impose a 15% global corporate 

minimum tax. Thailand’s Prime Minister Prayuth said the move could be both a 

boost and bane to Thailand’s efforts to attract foreign investment, including in the 

Eastern Economic Corridor9. China is, however, against the 15% minimum tax rate 

and seeking carve-outs for specific industries and special economic zones with low 

taxation as a condition for supporting the rate10.   

 

United States Treasury Secretary Janet Yellen stated that the US will not agree 

to any type of special treatment for China or other countries11. The US is 

working to ensure that other countries suspend or roll back digital services tax that 

discriminates against US technology firms, but would keep tariffs as an option 

otherwise. The US is also proposing changes to prevent foreign MNCs in the US from 

shifting their profits offshore.  

 

  

                                                      
9 The Nation, “PM asks economic team to study G7 move on reforming global tax”, 9 Jun 
2021.  
10 Reuters, “Exception to the rule? G7 deal on tax triggers carve-out talk”, 11 Jun 2021.  
11 Reuters, “US won’t back global tax plan with carve-outs for China – Yellen”, 17 Jun 2021.  
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Digital Taxes in ASEAN  
 

ASEAN governments facing widening fiscal deficits have been looking to tax the 

booming digital industry to shore up revenue (see Disruption Watch #9: War 

Games & Online Games, 7 Sep 2020). There is still no clear guideline on whether 

individual countries will have to roll back their digital taxes if global tax rules are 

introduced. US Treasury Secretary Janet Yellen said there is broad agreement that 

European countries would scrap existing digital services taxes – which are seen to 

be discriminative against US businesses - if the new global rules go into effect12. 

France, Italy and the UK have been reluctant to abolish their own digital taxes 

until the US has passed the relevant legislation, while Canada’s Finance Minister 

stated that she interned to press ahead with a digital tax introduction even after 

the G7 agreement was announced13.  

 

Indonesia has introduced a digital tax even without a global consensus. Since 

Aug 2020, a 10% value-added tax was imposed on digital products and services from 

internet-based firms, but officials had previously implied that a tax on income 

would be imposed only after a global consensus is reached. As of Oct 2020, 16 

digital companies had paid Rp297bn (US$21.1mn) in VAT14.  

 

Thailand will also require foreign digital service providers earning more than 

BT1.8mn (US$57k) per year to pay a 7% VAT on sales, effective 1 Sep 2021. The 

Philippines approved a bill in Jul 2020 to impose a 12% VAT on digital services, but 

the starting date has not been agreed on yet.  

 

Malaysia imposed a 6% digital service tax effective 1 Jan 2020, which has 

recouped around RM428mn (US$126mn) or 0.2% of total central government 

revenue in 202015. The tax was imposed on, among others, Netflix, Amazon, 

advertisements on social media platforms such as Facebook and Instagram, as well 

as applications and games on smartphones.  

 

Singapore imposed a 7% GST on B2B imported services starting 1 Jan 2020, and 

will be extending GST to imported low-value goods (e-commerce) starting 1 Jan 

2023 (see Singapore Economics – Budget 2021: From Relief to Transformation, 16 

Feb 2021). Currently, imported items below S$400 are not subject to GST.  

 

Table 3: ASEAN – Status of Digital Services Tax 

Country Details on digital services tax 

Indonesia 
Imposed a 10% value-added tax (VAT) for internet companies on sales of digital products and services starting 1 Aug 2020 – including 
streaming services, apps and digital games. 

Malaysia 
Starting 1 Jan 2020, digital services provided by foreign service providers with an annual turnover of more than RM500k (US$120k) were 
subject to 6% service tax. The scope of taxable services for local service providers was also expanded to cover digital services.  

Philippines 
A Bill was introduced in Parliament in May 2020 (and approved by a lower house committee in July 2020) to tax big tech firms including 
Facebook, Google, Youtube, Netflix and Spotify, to raise funds for the Covid-19 support package. The 12% VAT on digital services is 
exepcted to raise P29bn (or US$571mn) to finance digital programmes such as a national broadband project and digital learning. 

Singapore 
Starting 1 Jan 2020, GST was imposed on B2B imported services such as marketing, accounting, information technology and management 
services. Starting 1 Jan 2023, GST will apply to imported low-value goods (e-commerce) in order to level the playing field for local 
businesses. 

Thailand 
Will require foreign digital platforms that do not have a local subsidiary company and earn more than Bt1.8mn (or US$57k) per year to 
pay a 7% VAT on sales, effective 1 Sep 2021. 

 

Source: Compiled by Maybank Kim Eng 
 

 

 

  

                                                      
12 Reuters, “Tech giants and tax havens targeted by historic G7 deal”, 6 Jun 2021.  
13 Financial Times, “G7 tax deal is ‘starting point’ on road to global reform”, 6 Jun 2021. 
14 Reuters, “Indonesia considers digital tax even without world consensus”, 1 Dec 2020.  
15 Bernama, “Govt collects more than RM400mil in digital service tax”, 29 Dec 2020.  

https://factsetpdf.maybank-ke.com/PDF/192612_MACRO__d9c188ddc2544241bd87a0ff3f99c372.pdf?
https://factsetpdf.maybank-ke.com/PDF/192612_MACRO__d9c188ddc2544241bd87a0ff3f99c372.pdf?
https://factsetpdf.maybank-ke.com/PDF/209924_MACRO__b61aab025f064a879fd412d33e93355a.pdf?
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Foreign MNC Taxes in ASEAN  
 

There is no clear uniform pattern of CIT rates faced by foreign MNCs across 

ASEAN, with a wide dispersion of tax rates across foreign MNCs. The effective 

CIT rate may be more a function of the sectors the foreign MNCS operate in: high-

tech firms may face lower tax rates while commodity firms may attract higher tax 

rates. Foreign MNCs in Singapore, Malaysia, and Thailand mostly enjoy low 

effective CIT rates, below the statutory rates in those countries. On the other hand, 

foreign MNCs in Indonesia mostly face effective CIT rates higher than the headline 

22% rate.  

 

Multinationals from the same parent country also face a wide range of effective 

CIT rates across ASEAN. US firms face low CIT rates in Singapore (4%), but 

relatively high CIT rates in almost all other ASEAN countries, including Vietnam 

(16.4%), Malaysia (19.8%), Thailand (22.1%), the Philippines (23.5%) and Indonesia 

(32.9%).  

 

China firms face relatively high CIT rates, especially in Indonesia (80.3%), the 

Philippines (40.5%) and Singapore (20.4%). Australian firms typically face 

relatively low CIT rates in most of ASEAN including in Malaysia (5.4%), Singapore 

(6.7%), Thailand (7.9%) and Indonesia (9.2%).  

 

In Singapore, most foreign MNCs enjoy a lower effective corporate income tax 

rate than the headline 17% rate (see Fig 13). These include MNCS from the US 

(4%), Indonesia (4.2%), Australia (6.7%) and Italy (8.2%). Interestingly, China MNCs 

face a relatively high CIT rate of 20.4%.   

 

Similarly in Malaysia, most foreign MNCs pay lower effective CIT rate than the 

headline 25% rate, except for Indian firms (68.4%) (see Fig 14). Indonesia (0.1%), 

Brazil (2.7%) and Australia (5.4%) enjoy the lowest rates while Japan (19.4%), US 

(19.8%), and Singapore (21.1%) pay higher rates.  

 

Fig 13: Singapore - Most Jurisdictions Enjoy Low Effective CIT 
Rates, Below Headline 17% CIT Rate 

 

Note: Data as of tax year 2016 except for U.S. MNCs which are from 2018. Data for 
Mexico derived from a sample size of less than 10 MNCs. 

Source: OECD, Maybank Kim Eng estimates 
 

 Fig 14: Malaysia – Nearly All Jurisdictions Pay Lower Effective 
CIT Rates, Except India  

 

Note: Data as of tax year 2016 except for U.S. MNCs, which are from 2018. Data 
for Mexico and Brazil derived from a sample size of less than 10 MNCs. 

Source: OECD, Maybank Kim Eng estimates 
 

 

In Thailand, Denmark (2.3%) and Australia (7.9%) MNCs pay the lowest effective 

CIT rates, while the US (22.1%) and France (31.6%) pay higher than the statutory 

20% rate (see Fig 15). Singapore (14.7%), China (15.1%) and Japan (15.2%) MNCs 

pay slightly below the 20% rate.  

 

In the Philippines, multinationals from several countries pay higher effective CIT 

rates compared to the statutory 25% rate (see Fig 16), including Singapore (54.2%), 

Luxembourg (54.1%), China (40.5%) and Australia (26.5%). US (23.5%) MNCs pay just 
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slightly below the 25% headline rate, while Italy (3.9%), India (10.1%) and Mexico 

(10.2%) pay the lowest rates.  

 
Fig 15: Thailand – US and French MNCs Pay Higher Effective CIT 
Rates, Singapore and China MNCs Pay Below Statutory 20% 

 

Note: Data as of tax year 2016 except for U.S. MNCs, which are from 2018. 

Source: OECD, Maybank Kim Eng estimates 
 

 Fig 16: Philippines – Singapore and China MNCs Pay Significantly 
Above the Statutory 25% Rate 

 

Note: Data as of tax year 2016 except for U.S. MNCs, which are from 2018. Data 
for Italy, Mexico and Bermuda derived from a sample size of less than 10 MNCs. 

Source: OECD, Maybank Kim Eng estimates 
 

 

In Indonesia, nearly all jurisdictions pay higher effective CIT rates compared to the 

headline 22% rate (see Fig 17), except for Australia (9.2%) and South Africa (0.9%) 

– the latter estimated from a very small sample size of 5 companies. Interestingly, 

among the major foreign investors in Indonesia – including China (80.3%) and Japan 

(54.1%) pay the highest CIT rates while Singapore (25.4%) pays slightly higher than 

the statutory rate.  

 

In Vietnam, Indonesia (4.3%) and India (5.7%) enjoy the lowest effective CIT rates, 

while China (14.8%), Australia (15.2%) and the US (16.4%) also pay below the 

statutory 20% rate (see Fig 18). On the other hand, European MNCs from Italy (37%), 

France (30.5%) and Denmark (26.3%) pay the highest rates.  

 
Fig 17: Indonesia – Nearly All Jurisdictions Pay Higher Effective 
CIT Rate Compared to Headline 22% CIT Rate 

 

Note: Data as of tax year 2016 except for U.S. MNCs, which are from 2018. Data 
for South Africa derived from a sample size of less than 10 MNCs. 

Source: OECD, Maybank Kim Eng estimates 
 

 Fig 18: Vietnam – Indonesia and India MNCs Enjoy Lowest 
Effective CIT Rates; Italy and France Pay Highest 

 

Note: Data as of tax year 2016 except for U.S. MNCs, which are from 2018. 

Source: OECD, Maybank Kim Eng estimates 
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Table 4: Effective Corporate Income Tax Rates for Multinationals in Asean-6 by Parent Jurisdiction 

Partner Jurisdiction Parent Jurisdiction Effective CIT Partner Jurisdiction Parent Jurisdiction Effective CIT 

Singapore 

United States 4.0% 

Malaysia 

Indonesia 0.1% 

Indonesia 4.2% Brazil* 2.7% 

Australia 6.7% Australia 5.4% 

Italy 8.2% Mexico* 11.7% 

Brazil 12.1% France 16.7% 

Japan 14.8% Denmark 18.6% 

Mexico* 16.0% Japan 19.4% 

France 16.9% United States 19.8% 

China 20.4% Singapore 21.1% 

Bermuda 20.7% Bermuda 21.6% 

   India 68.4% 

Vietnam 

Indonesia 4.3% 

Philippines 

Italy* 3.9% 

India 5.7% India 10.1% 

Luxembourg 6.3% Mexico* 10.2% 

China 14.8% France 12.2% 

Australia 15.2% Bermuda* 21.6% 

United States 16.4% United States 23.5% 

Japan 21.4% Australia 26.5% 

Denmark 26.3% China 40.5% 

France 30.5% Luxembourg 54.1% 

Italy 37.0%    

Indonesia 

South Africa 0.9% 

Thailand 

Denmark 2.3% 

Australia 9.2% Australia 7.9% 

Bermuda 22.8% Luxembourg 9.8% 

Singapore 25.4% India 13.9% 

Denmark 30.5% Singapore 14.7% 

India 30.6% China 15.1% 

United States 32.9% Japan 15.2% 

France 43.7% United States 22.1% 

Japan 54.1% France 31.6% 

China 80.3%    
 

Asterisked (*) values are derived from a sample size of less than 10 multinational enterprises. 
Note: All figures are from 2016 apart for those under the parent jurisdiction of the United States, which are from 2018. Data may not be complete as coverage  
of countries is selective.  

Source: OECD, Maybank Kim Eng estimates 
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Singapore & Indonesia MNCs: Effective CITs 
We examine the effective CIT rates paid by ASEAN MNCs in other countries. Our 

assessment is limited to Singapore and Indonesia multinationals, given that OECD 

data is not comprehensive. The data is based on the latest available tax year 2016. 

 

Singapore MNCs abroad mostly pay above the proposed minimum global CIT rate 

of 15%, at around 22.4% on average (see Fig 19). Singapore MNCs pay relatively 

low effective CIT rates – below the statutory tax rates - in Hong Kong (11.6%), 

Thailand (14.7%) and Malaysia (21.1%). Singapore MNCs pay higher CIT rates in 

Indonesia (25.4%), China (26.2%), South Korea (32.2%), the Philippines (54.2%) and 

India (98%).  

 

Indonesian MNCs abroad, on the other hand, are mostly paying below the 

proposed minimum global CIT rate of 15%, and also below the statutory CIT 

rates of the countries they are based in16. Overall Indonesia MNCs pay 5.6% 

effective CIT rate on average, and enjoy the lowest rates in Malaysia (0.1%), 

Myanmar (0.1%), Canada (0.5%) and Japan (0.6%) (see Fig 20). On the other hand, 

they face the highest CIT rates in the Philippines (172%) and Italy (102%).  

 

Fig 19: Singapore MNCs Abroad Mostly Pay Above the Proposed 
Minimum Global CIT Rate of 15% 

 

Note: Data as of tax year 2016. 

Source: OECD, Maybank Kim Eng estimates 
 

 Fig 20: Indonesia MNCs Mostly Pay Below Both the Proposed 
Minimum Global CIT (15%) and Statutory Rates 

 

Note: Data as of tax year 2016. Effective CIT for Indonesia MNCs in each country is 
derived from a sample size of less than 10, except for Singapore.  

Source: OECD, Maybank Kim Eng estimates 
 

 

Our Indonesia strategist, Isnaputra, thinks that the impact of the global 

minimum tax on earnings will be neutral as most listed companies do not have 

significant overseas operations (see Indonesia Strategy – Impact of G7 tax, 9 

Jun 2021). The policy may might impact technology companies which plan to IPO 

in the second half of 2021, if they have operations in countries where the corporate 

tax rate is lower than 15%. 

 
 

                                                      
16  Due to data constraints, estimates for Indonesia CIT rates in each country are mostly 
derived from a very small sample size (1 to 4 firms). 
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or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ fr om fundamental ratings as technical valuations apply different 
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns 
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such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only under such circumstances as may be permitted by applicable law. 
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an authorised recipient, you hereby tacitly acknowledge that the research reports from MBKET Retail Research are first produced in Thai and there is a time lag in the release of the translated 
English version.   

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and 
Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the 
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party.  It is not an evaluation of operation and is not based on inside 
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MBKET does 
not confirm nor certify the accuracy of such survey result. 

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute,  is made in order to comply with the 
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information 
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2), 
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective o f Thaipat Institute that is a third party. It is not an assessment 
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it  may be changed after that 
date or when there is any change to the relevant information. Nevertheless, MBKET does not confirm, ver ify, or certify the accuracy and completeness of the assessment result.  

US 
This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended) 
only by Maybank Kim Eng Securities USA Inc (“Maybank KESUSA”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All 
responsibility for the distribution of this report by Maybank KESUSA in the US shall be borne by Maybank KESUSA. This report is not directed at you if MKE is prohibited or restricted by any 
legislation or regulation in any jurisdiction from making it available to you. You should satisfy yourself before reading it that Maybank KESUSA is permitted to provide research material 
concerning investments to you under relevant legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned 
within must do so with: Maybank Kim Eng Securities USA Inc. 400 Park Avenue, 11th Floor,  New York, New York 10022, 1-(212) 688-8886 and not with, the issuer of this report. 
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Disclosure of Interest 

Malaysia: MKE and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act as market maker or may have 
assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking services, advisory and other services for or relating to those 
companies. 
 
Singapore: As of 25 June 2021, Maybank KERPL and the covering analyst do not have any interest in any companies recommended in this research report. 
 
Thailand: MBKET may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the research report. Therefore, Investors 
should exercise their own judgment before making any investment decisions. MBKET, its associates, directors, connected parties and/or employees may from time to time have interests 
and/or underwriting commitments in the securities mentioned in this report. 
 
Hong Kong: As of 25 June 2021, KESHK and the authoring analyst do not have any interest in any companies recommended in this research report.  
 
India: As of 25 June 2021, and at the end of the month immediately preceding the date of publication of the research report, KESI, authoring analyst or their associate / relative does not hold 
any financial interest or any actual or beneficial ownership in any shares or having any conflict of interest in the subject companies except as otherwise disclosed in the research report.  

In the past twelve months KESI and authoring analyst or their associate did not receive any compensation or other benefits from the subject companies or third party in connection with the 
research report on any account what so ever except as otherwise disclosed in the research report. 

 

MKE may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of the 
entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the in vestment concerned or 
a related investment and may receive compensation for the services provided from the companies covered in th is report. 

 
OTHERS 

Analyst Certification of Independence 

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of the research analyst’s 
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.  

Reminder 

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to soph isticated investors who are capable of understanding and assuming 
the risks involved. The market value of any structured security may be affected by changes in economic, financial and politic al factors (including, but not limited to, spot and forward 
interest and exchange rates), time to maturity, market conditions and volatility and the credit quality of any issuer or reference iss uer. Any investor interested in purchasing a structured 
product should conduct its own analysis of the product and consult with its own professional advisers as to the risks involved in making such a purchase.  

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior  consent of MKE. 
 

Definition of Ratings 

Maybank Kim Eng Research uses the following rating system 

BUY Return is expected to be above 10% in the next 12 months (including dividends) 

HOLD Return is expected to be between 0% to 10% in the next 12 months (including dividends) 

SELL Return is expected to be below 0% in the next 12 months (including dividends) 

Applicability of Ratings 

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only 
applicable to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment 
ratings as we do not actively follow developments in these companies. 

 

UK 
This document is being distributed by Maybank Kim Eng Securities (London) Ltd (“Maybank KESL”) which is authorized and regulated, by the Financial Conduct Authority and is for Informational 
Purposes only. This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any inclusion of a third 
party link is for the recipients convenience only, and that the firm does not take any responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. 
Nothing in this report should be considered as constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own independent tax advisers.  
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Legal Entities Disclosures 
Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938- H) which is a Participating Organization of Bursa Malaysia Berhad and a holder of Capital 
Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This report is distributed in Singapore by Maybank KERPL (Co. Reg No 198700034E) which is regulated 
by the Monetary Authority of Singapore. Indonesia: PT Maybank Kim Eng Securities (“PTMKES”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by 
the Financial Services Authority (Indonesia). Thailand: MBKET (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the 
Securities and Exchange Commission. Philippines: Maybank ATRKES (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities and Exchange 
Commission. Vietnam: Maybank Kim Eng Securities Limited (License Number: 117/GP-UBCK) is licensed under the State Securities Commission of Vietnam. Hong Kong: KESHK (Central Entity 
No AAD284) is regulated by the Securities and Futures Commission. India: Kim Eng Securities India Private Limited (“KESI”) is a participant of the National Stock Exchange of India Limited and 
the Bombay Stock Exchange and is regulated by Securities and Exchange Board of India (“SEBI”) (Reg. No. INZ000010538). KESI is also registered with SEBI as Category 1 Merchant Banker (Reg. 
No. INM 000011708) and as Research Analyst (Reg No: INH000000057) US: Maybank KESUSA is a member of/ and is authorized and regulated by the FINRA – Broker ID 27861. UK: Maybank KESL 
(Reg No 2377538) is authorized and regulated by the Financial Conduct Authority. 
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