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Exchange and Industry Sponsored Webinars are presented by unaffiliated third parties. Interactive Brokers LLC is not responsible for the content of these

presentations. You should review the contents of each presentation and make your own judgment as to whether the content is appropriate for you.

Interactive Brokers LLC does not provide recommendations or advice. This presentation is not an advertisement or solicitation for new customers. It is

intended only as an educational presentation.



Options involve risk and are not suitable for all investors. For information on the uses and risks of 
options, you can obtain a copy of the Options Clearing Corporation risk disclosure document titled 
Characteristics and Risks of Standardized Options by calling (312) 542-6901.

Futures are not suitable for all investors. The amount you may lose may be greater than your initial 
investment. Before trading futures, please read the CFTC Risk Disclosure. For a copy visit 
interactivebrokers.com. 

There is a substantial risk of loss in foreign exchange trading. The settlement date of foreign exchange 
trades can vary due to time zone differences and bank holidays. When trading across foreign exchange 
markets, this may necessitate borrowing funds to settle foreign exchange trades. The interest rate on 
borrowed funds must be considered when computing the cost of trades across multiple markets.

The Order types available through Interactive Brokers LLC’s Trader Workstation are designed to help you 
limit your loss and/or lock in a profit. Market conditions and other factors may affect execution.  In 
general, orders guarantee a fill or guarantee a price, but not both. In extreme market conditions, an order 
may either be executed at a different price than anticipated or may not be filled in the marketplace.

There is a substantial risk of loss in trading futures and options. Past performance is not indicative of 
future results. 

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to 
portray recommendations.

•IRS Circular 230 Notice: These statements are provided for information purposes only, are not 
intended to constitute tax advice which may be relied upon to avoid penalties under any federal, 
state, local or other tax statutes or regulations, and do not resolve any tax issues in your favor.

•Interactive Brokers LLC is a member of NYSE FINRA SIPC

Disclosure:

http://www.optionsclearing.com/about/publications/character-risks.jsp
https://www.interactivebrokers.com/Universal/servlet/Registration.formSampleView?file=registration_1/cftc_risk_disclosure.html
http://www.nyse.com/
http://www.finra.org/
http://www.sipc.org/
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Who is this webinar for:
Non – US persons:

Not a US Citizen
Not a US legal resident
Not a Green Card Holder

If you are a US Citizen or Green Card holder, residence does not 
matter.  You are a US taxpayer.



Special Circumstances:
Foreign Students in US.  
If you  are in the US on a student visa – even if you have been issued a US taxpayer ID – you remain a 
non-US person for investment income.  This does not necessarily mean that you are not subject to US 
taxes on earnings if you work.

Government Workers (Embassy, UN, World Bank)
If you are in the US on a Government visa, you remain a non-US person for tax purposes



W-8BEN

Critical to get this right to have US tax withholding be done correctly in your 
account:

Complete correctly

Keep updated

Expires every three years

Required for FATCA reporting – also critical to have right







FATCA
Foreign Account Tax Compliance Act - 2010

Enacted as a revenue raising portion of the  offset the Hiring Incentives to 
Restore Employment Act.

Intended to increase collection of US taxes due from US persons holding 
assets/earning income overseas – US has a global concept of taxation

The idea was to force non-us financial institutions to report earning of US 
citizens to the IRS.  

Resulting in information sharing and reporting worldwide.



What Income is subject to US tax withholding?

Any payment received from revenue generated in the U.S.

Interest
Dividends
Payments in lieu (PIL) 
Rents
Stock loan fees
Business operating income – including distributions from 

MLPs and PTPs



Withholding Rates?

The statutory rate of withholding is 30%. 

However, treaty agreements may lower this rate.  

General Treaty rate – 15% 

Can be 10% or 25%



Timing of US Withholding

Withholding occurs when the payment is made –
received in your account

Can be reversed if payment is reclassified.  
Once reporting is issued no direct refunding can be done. 



Business Income withholding

Currently 37%

Not eligible for treaty benefits 

Payments from MLPs and PTPs





Interest Codes

01 Interest

29 Deposit Interest

30 Interest – Original Issue Discount

31 Interest – Short -term Original Issue Discount

33 Interest – Substitute payment – interest



Dividend Codes

06 Dividends – general

34 Dividends – substitute payments

40 Other Dividend equivalents

52 Dividends paid on certain actively traded or public securities

53 Dividends – substitute payments from certain actively traded or 
public securities



Other Codes

09 Capital Gains

14 Real property income (rents) and natural resources royalties

23 Other income

24 Qualified Investment Entity (QIE) distribution of capital gains

27 Publicly traded partnership distributions subject to IRC 1446

35 Substitute payment – other

36 Capital Gains distributions 

37 Return of capital

15 Payments from pensions, annuities, alimony, and/insurance premiums.



Other Codes – Generally subject to US 
Withholding
14 Real property income (rents) and natural resources royalties

23 Other income

27 Publicly traded partnership distributions subject to IRC 1446

35 Substitute payment – other

15 Payments from pensions, annuities, alimony, and/insurance    
premiums.



Other Codes – Generally no Withholding

24 Qualified Investment Entity (QIE) distribution of capital gains

36 Capital Gains distributions

37 Return of capital



Exemption Codes
Code 02 Exempt under Internal Revenue Code – except Portfolio 

Interest

Code 04 Exempt under Tax Treaty

Code 05 Portfolio exempt under Internal Revenue Code



Form 1042S, Boxes 5 -7C
Box 5: Withholding allowance:  A portion of the income not subject to 
withholding. Does not apply to investment accounts

Box 6:  Box 2 less Box 5

Box 7:  The amount of US Tax withheld when payments were received

Boxes 7b and c: checkboxes providing specific information about the 
withholding 



Form 1042s, Boxes 8, 9, 10,

Box 8: Tax withheld by other agents

Box 9: Over withheld tax repaid

Box 10: Total withholding credit

Box 11: Tax paid by withholding agent (not withheld) Very Rare



Form 1042S, Boxes 12a through 13j

Boxes 12a-12i:
Information concerning the issuer of this form (withholding agent)

Boxes 13-13L:
Concerning your (receiver’s) information



Do you need to file a US Tax return?

Generally:

NO



When might I need a US tax return?

From investments in your IBKR account:
If you own an interest in a MLP or PTP
If you have income that is recategorized after 3/15 of the 
following year and withheld tax is not refunded

From other investments:
If you receive rent from property in the US
If you have a direct business interest producing income in the US
If you spent 30 days or less in the US earning income.



Questions?

Or send them to:

webinars@interactivebrokers.com

mailto:webinars@interactivebrokers.com



