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Abstract

U.S. multinational firms hold significantly more cash than domestic.firms. 1 study this cash
differential using a dynamic model featuring corporate physical and intangible investment, cross-
border decisions, and financial policies. | find that the cash differential diminishes by 42% if
repatriation costs are set to zero. Hence, costly repatriation indueeseash accumulation offshore.
Further, firms that invest overseas have different ex ante cash policies from firms that do not. |
examine this self-selection effect by eliminating heterogeneous intangibility across multinational
and domestic firms, which reduces the cash differential by.28%:"1 also examine the likelihood of
corporate inversion under federal regulations. The estimatedannual tax loss to the U.S. Treasury
from inversions is reduced from $2.2 billion te.$1.3 hillion if the requirements for foreign
ownership are tightened from 20% to 50%.

JEL classification: C61; E22; F23;'G32
Keywords: Cash holdings; Multinationals; Intangibles; Structural estimation

1 am grateful to two anonymous referees and Bill Schwert (Editor) for suggestions that have substantially improved
the paper. | gratefully acknowledge helpful comment from Rajesh Aggarwal, Olubunmi Faleye, Jayant Kale,
Karthik Krishnan, and Anand Venkateswaran. | also thank seminar participants at Northeastern University.

b Mailing address: D’Amore-McKim School of Business, Northeastern University, 360 Huntington Ave. #414E, Boston, MA
02115, United States. Email: t.gu@northeastern.edu. Phone: 617-373-2932.

1



ISIf)rticles el Y 20 6La5 s 3l OISl ¥
Olpl (pawasd DYl gz 5o Ve 00 Az 5 ddes 36kl Ol ¥/
auass daz 3 Gl Gy V

Wi Ol3a 9 £aoge o I rals 9oy T 55 g OISl V/

s ,a Jol domieo ¥ O, 55l 0lsel v/

ol guae sla oLl Al b ,mml csls p oKl V7

N s ls 5l e i (560 sglils V7

Sl 5,:K8) Kiadigh o Sl (5300 0,00 b 25 ol Sleiiy ¥/


https://isiarticles.com/article/97177

