
Accepted Manuscript

Territorial tax system reform and multinationals' foreign cash
holdings: New evidence from Japan

Jing Xing

PII: S0929-1199(17)30541-2
DOI: https://doi.org/10.1016/j.jcorpfin.2018.01.012
Reference: CORFIN 1350

To appear in: Journal of Corporate Finance

Received date: 15 September 2017
Revised date: 25 December 2017
Accepted date: 17 January 2018

Please cite this article as: Jing Xing , Territorial tax system reform and multinationals'
foreign cash holdings: New evidence from Japan. The address for the corresponding
author was captured as affiliation for all authors. Please check if appropriate. Corfin(2018),
https://doi.org/10.1016/j.jcorpfin.2018.01.012

This is a PDF file of an unedited manuscript that has been accepted for publication. As
a service to our customers we are providing this early version of the manuscript. The
manuscript will undergo copyediting, typesetting, and review of the resulting proof before
it is published in its final form. Please note that during the production process errors may
be discovered which could affect the content, and all legal disclaimers that apply to the
journal pertain.

https://doi.org/10.1016/j.jcorpfin.2018.01.012
https://doi.org/10.1016/j.jcorpfin.2018.01.012


AC
C

EP
TE

D
 M

AN
U

SC
R

IP
T

1 
 

Territorial Tax System Reform and Multinationals’ Foreign Cash Holdings: New 

Evidence from Japan  

 

Jing Xing 

 

Assistant Professor of Finance 

Antai College of Economics and Management 

Shanghai Jiao Tong University 

Email: jing.xing@sjtu.edu.cn 

Address: 1954 Huashan Road, Shanghai, China, 200030 

Tel: +86-2152301040 

 

Abstract 

 

Using matched affiliate-parent data, we investigate whether Japan’s move from the 

worldwide tax system to the territorial tax system in 2009 affects cash holdings of 

Japanese overseas affiliates. We find that Japanese overseas affiliates facing high tax 

costs of repatriation under the worldwide tax system reduce cash holdings after the 

reform. Affiliates also deplete cash holdings after the reform if their parent companies 

rely on costly external financing or face strong domestic sales growth. The reform 

does not have a greater impact on affiliates with more pre-reform cash reserves. Our 

study provides new evidence for the impact of taxation on multinational companies’ 

foreign cash holdings. 
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