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Understanding the Potential
Effects of Section 899

What is Section 8997 In essence, Section 899 is a
tax on certain income received by companies and
investors from countries deemed to carry out un-
fair practices on taxes paid by U.S. persons or busi-
nesses, known as “discriminatory foreign coun-
tries™.

Who could be affected? Foreign corporations, en-
tities, or individuals that are incorporated or are cit-
izens of a country classified as a “discriminatory
foreign country”, who receive certain forms of in-
come generated in the United States could be af-
fected by Section 899.

What are the possible effects of Section 8997? In
essence, if approved, Section 899 would make for-
eign recipients of certain income generated in the
U.S. subject to higher taxes, if these recipients re-
side in a country designated as a “discriminatory
foreign country”.
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The current administration’s One Big Beautiful Bill Act
is designed to make a number of tax cuts perma-
nent, as well as changing portions of the United
State’s tax code. As it stands, the bill has received
House approval and is currently being reviewed by
the Senate. The impetus behind the bill is to promote
economic and income growth in the country by re-
ducing certain taxes and modifying others. However,
the Big Beautiful Bill may prove not to be beautiful for
everyone. One section of the bill that has been mak-
ing news in the financial arena is known as Section
899, which we review in more detail below.

What is Section 8997? In essence, Section 899 is a
tax on certain income received by companies and
investors from countries deemed to carry out unfair
practices on taxes paid by U.S. persons or busi-
nesses, known as “discriminatory foreign coun-
tries”. What makes a country “discriminatory” is the
implementation of what the government recognizes
as unfair foreign taxes, which mainly fall under three
categories: Undertaxed Profits Rule (UTPR), Diverted
Profit Taxes (DPT), and Digital Services Tax (DST).
UTPR and DPT are designed to prevent companies
from shifting profits to jurisdictions with lower taxes
in order to lower their tax liabilities. DST is a tax im-
posed by certain countries on the revenues of large,
multinational corporations that provide digital ser-
vices such as e-commerce or online advertising.

Who could be affected? Foreign corporations, enti-
ties, or individuals that are incorporated or are citi-
zens of a country classified as a “discriminatory for-
eign country”, who receive certain forms of income
generated in the United States could be affected by
Section 899. The main countries that could be con-
sidered to be “discriminatory foreign countries” un-
der these rules would most likely be: Austria, Belgium,
Bulgaria, Canada, Croatia, Cyprus, Czech Republic,
Denmark, Finland, France, Germany, Greece, Hunga-
ry, Ireland, Italy, Latvia, Luxembourg, Netherlands,



MARKET COMMENTARY | WEEKLY DISPATCH | JUNE 20™, 2025

New Zealand, Norway, Poland, Portugal, Romania,
Slovenia, South Korea, Spain, Sweden, Thailand, Tur-
key, and the UK. However, certain countries in Latin
America such as Argentina, Colombia, Paraguay, and
Uruguay implement a form of Digital Services Tax
and could potentially fall into the “discriminatory for-
eign country” category. Although Mexico does not
implement a DST, it does implement a Value Added
Tax (VAT) on certain digital services. However, it re-
mains unclear whether this form of tax would qualify
under the premises of Section 899.

What are the possible effects of Section 8997 In es-
sence, if approved, Section 899 would make foreign
recipients of certain income generated in the U.S.
subject to higher taxes, if these recipients reside in
a country designated as a “discriminatory foreign
country”. The proposed mechanism would increase
taxes by 5% in the first year, then 5% each year with
a maximum cap of 20%. For example, if a foreign cit-
izen is subject to a 30% withholding tax on dividends
from a U.S. company, the new withholding tax would
be 35% in the first year, increasing by 5% each sub-
sequent year, until it reaches a maximum of 50%.

This would apply to U.S. generated income such as
dividends, interest, royalties, and income connected
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to real estate properties, as well as subsidiary or
branch revenues of foreign corporations. If the bill re-
mains in its current form, capital gains will continue to
remain exempt from taxes. It is important to note that
interest on U.S. government and corporate bonds
and deposits is also expected to remain exempt. Ad-
ditionally, personal remittances such as money trans-
fers sent from the U.S. to families abroad are also ex-
pected to remain unaffected.

It is important to remember that the proposed tax bill
has yet to be approved by the Senate. If approved,
portions of the bill, including Section 899, could be
modified or delayed for a number of years. As a result,
the situation remains fluid, and the final form and ef-
fects of this proposed legislation remain unknown. We
will continue to monitor the situation and will continue
to keep you informed with any new developments. m
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Important Disclosures

Insigneo Financial Group, LLC comprises anumber of operating businesses
engaged in the offering of brokerage and advisory products and services
in various jurisdictions. Brokerage products and services are offered
through Insigneo Securities, LLC, a broker-dealer registered with the U.S.
Securities and Exchange Commission (“SEC”) and member of FINRA and
SIPC. Investment advisory products and services are offered through
Insigneo Advisory Services, LLC, an investment adviser registered with the
SEC. Insigneo has affiliated companies in different locations, so it is
important to understand which entity you are conducting business with.
Please visit https://insigneo.com/legalentities/ for more information about
the differences between these companies, their locations, and what that
means for you.

This material should not be construed as an offer to sell or the solicitation
of an offer to buy any security. It is for general information purposes only.
To the extent that this material discusses general market activity, industry
or sector trends or other broad-based economic or political conditions, it
should not be construed as research or investment advice. To the extent
thatitincludes references to securities, those references do not constitute
arecommendation to buy, sell or hold such security. It does not constitute
arecommendation or a statement of opinion, or a report of either of those
things and does not, and is not intended, to consider the particular
investment objectives, financial conditions, or needs of individual investors.

Not All Risks Are Disclosed - Past performance is not indicative of
futures results. Investments involve significant risks, and it is possible to
lose some or all of your principal investments and therefore may not be
suitable for everyone. Always consider whether any investment is suitable
for your particular circumstances and, if necessary, seek professional
advice from your Investment Professional.

This material may contain opinions, expressions, and estimates that
represent the analysis and perspective of Insigneo Securities, LLC’s
Investment Strategy department or its providers at the time of publication.
These are subject to change at any time, without notice.

FOR AFFILIATES LOCATED IN CHILE

Insigneo Asesorias Financieras SPA se encuentra inscrito en Chile, en el
Registro de Prestadores de Servicios Financieros de la Comision para el
Mercado Financiero. Este informe fue efectuado por area de Research &
Strategy de Insigneo Securities LLC. o sus proveedores, en base a la
informacion disponible a la fecha de emisién de este. Para evitar cualquier
conflicto de interés, Insigneo Securities LLC dispone que ningun integrante
del equipo de Research & Strategy tenga su remuneracién asociada
directa o indirectamente con una recomendacién o reporte especifico o
con el resultado de una cartera.

Aunqgue los antecedentes sobre los cuales ha sido elaborado este informe
fueron obtenidos de fuentes consideradas confiables, no podemos
garantizar la completa exactitud e integridad de estos, no asumiendo
responsabilidad alguna al respecto Insigneo Securities LLC, Insigneo
Asesorias Financieras SPA ni ninguna de sus empresas relacionadas.
Este material esta destinado Unicamente a facilitar el debate general y no
pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o con su
asesor financiero si alguna de las recomendaciones especificas que se
hacen en este documento es adecuada para usted. Este documento no
constituye una oferta o solicitud de compra o venta de ningun valor en
ninguna jurisdiccion en la que dicha oferta o solicitud no esté autorizada o
a ninguna persona a la que sea ilegal hacer dicha oferta o solicitud. Las
inversiones en cuentas de corretaje y de asesoramiento de inversiones
estdan sujetas al riesgo de mercado, incluida la pérdida de capital.

La informacién base del presente informe puede sufrir cambios, no
teniendo Insigneo Securities LLC ni Insigneo Asesorias Financieras SPA la
obligaciéon de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios. Cualquier opinién,
expresion, estimacion y/o recomendacién contenida en este informe

constituyen el juicio o vision de area de Research & Strategy de Insigneo
Securities LLC. o sus proveedores, a la fecha de su publicaciéon y pueden
ser modificadas sin previo aviso.

FOR AFFILIATES LOCATED IN URUGUAY

Insigneo Asesor Uruguay S.A. esta inscripto en el Registro de Mercado de
Valores del Banco Central del Uruguay como Asesor de Inversiones. En
Uruguay, los valores estan siendo ofrecidos en forma privada de acuerdo
al articulo 2 de la ley 18.627 y sus modificaciones. Los valores no han sido
ni seran registrados ante el Banco Central del Uruguay para oferta publica.
Este material esta destinado unicamente a facilitar el debate general y no
pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o con su
asesor financiero si alguna de las recomendaciones especificas que se
hacen en este documento es adecuada para usted segun su perfil y
estrategia de inversion. Este documento no constituye un asesoramiento
ni una recomendacion u oferta o solicitud de compra o. Las inversiones en
valores negociables estan sujetas al riesgo de mercado, incluida la pérdida
parcial o total del capital invertido. Cualquier opinién, expresion, estimacion
y/o recomendacion contenida en este informe constituyen el juicio o vision
de area de Research & Strategy de Insigneo Securities LLC. o sus
proveedores, a la fecha de su publicacién y pueden ser modificadas sin
previo aviso. Rentabilidades histdricas de los productos anunciados no
aseguran rentabilidades futuras..

FOR AFFILIATES LOCATED IN ARGENTINA

Insigneo Argentina S.A.U. Agente Asesor Global de Inversion se encuentra
registrado bajo el N° 1053 de la Comision Nacional de Valores (CNV) e
inscripto ante la Inspeccion General de Justicia (IGJ) bajo el N° 12.278 del
Libro 90, Tomo —, de Sociedades por Acciones. Este informe fue efectuado
por area de Research & Strategy de Insigneo Securities LLC. o sus
proveedores, en base a la informacién disponible a la fecha de su emision.
Para evitar cualquier conflicto de interés, Insigneo Securities LLC dispone
que ningun integrante del equipo de Research & Strategy tenga su
remuneracion asociada directa o indirectamente con una recomendacion
o reporte especifico o con el resultado de una cartera. Aunque los
antecedentes sobre los cuales ha sido elaborado este informe fueron
obtenidos de fuentes consideradas confiables, no podemos garantizar la
completa exactitud e integridad de estos, no asumiendo responsabilidad
alguna al respecto Insigneo Securities LLC, Insigneo Argentina S.A.U. ni
ninguna de sus empresas relacionadas. La informacion base del presente
informe puede sufrir cambios, no teniendo Insigneo Argentina S.A.U. la
obligaciéon de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios.

Este material esta destinado unicamente a facilitar el debate general y no
pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o con su
asesor financiero si alguna de las recomendaciones especificas que se
hacen en este documento es adecuada para usted. Este documento no
constituye una oferta, recomendacién o solicitud de compra o venta de
ningun valor negociable en ninguna jurisdiccion en la que dicha oferta o
solicitud no esté autorizada o a ninguna persona a la que sea ilegal hacer
dicha oferta o solicitud. Las inversiones en valores negociables estan
sujetas al riesgo de mercado, incluida la pérdida parcial o total del capital
invertido. Cualquier opinién, expresion, estimacion y/o recomendacién
contenida en este informe constituyen el juicio o vision de area de
Research & Strategy de Insigneo Securities LLC. o sus proveedores, a la
fecha de su publicacion y pueden ser modificadas sin previo aviso.
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