2026/27 HONG KONG BUDGET
HIGHLIGHTS

25 FEBRUARY 2026

The 2026/27 Budget Speech underscores Hong Kong's plan to strengthen its financial
and trade pillars, with tax competitiveness and targeted incentives forming a central
part of the strategy. The Budget also notes improved revenue performance and a
continued commitment to fiscal consolidation.

The forecast for 2025/26 is revised to a surplus of $2.9 billion from the original

estimate of a $67 billion deficit. Fiscal reserves are forecast to remain relatively steady

at $657.2 billion by 31 March 2026.

Outlook for 2026/27 sees a forecast surplus of $22.1 billion and estimated fiscal
reserves of $679.3 billion.

In addition to the Highlights on the right, key measures as well as our comments are
summarised as follows:

Key tax measures

>

Expand the scope of ‘fund’ under the tax exemption regime to include certain
funds-of-one and investments in digital assets, precious metals and specified
commodities, for asset management and particularly family offices (legislative bill

expected in the first half of 2026, effective from the year of assessment 2025/26).

Implement the Organisation for Economic Cooperation and Development's
Crypto-Asset Reporting Framework and the amended Common Reporting
Standard, strengthening tax transparency and combating cross-border tax evasion
(legislative bill expected in the first half of 2026).

Enhance tax concessions and flexibility for Corporate Treasury Centres while
introducing a pre-approval mechanism (details expected in mid 2026).

Enhance tax concession measures for the maritime service industry and provide a
half rate tax concession to eligible commodities traders, to promote high value-
added maritime services in Hong Kong (legislative bill expected in the first half of
2026).

Offer tax incentives for institutions engaging in gold trading and settlement
in Hong Kong.

Highlights

>

Reduce profits tax, salaries tax
and tax under personal
assessment for 2025/26 by
100%, capped at $3,000

Increase basic allowance,
married person’s allowance,
single parent allowance, child
allowance and additional child
allowance, allowances for
maintaining a dependent parent
or grandparent

Increase deduction ceiling for
elderly residential care expenses
from $100,000 to $110,000

Provide rates concession for
domestic and non-domestic
properties for the first two
quarters of 2026/27, capped at
$500 for each rateable property

Increase stamp duty on
residential properties valued
above $100 million from 4.25%
t0 6.5%
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Key tax measures (Cont’d) BDO comments

» Introduce preferential tax rates of half-rate or 5% among » The 2026/27 Budget reinforces Hong Kong’s dual
other policy measures to attract enterprises to set up in

positioning as a financial hub and a bridge between
Hong Kong (legislative bill expected in 2026).

the Chinese Mainland and global markets.

» Waive stamp duty for transfer of non-residential properties
into real estate investment trusts seeking to list (legislative
bill planned for first half of 2027).

» We welcome the Government’s continued undertaking to
review existing tax incentives and initiate to provide new tax
concessions to encourage specific industries and new setups

» Expand the scope of eligible associated body corporates in Hong Kong.
for stamp duty relief in relation to the intragroup transfer
of assets, taking effect retrospectively to instruments
signed from today (legislative bill expected in 2026).

» Upcoming tax legislative developments relating to funds,
digital assets, corporate treasury and IP tax regimes, are
positively anticipated by tax professionals, corporates, fund

» Establish an Advisory Committee on Tax Policy under the managers, and high net worth families to say the least.
Financial Secretary's chairmanship to gather broad
industry input and ensure Hong Kong's tax strategy The opportunity for corporates will be in execution details, eligibility
supports long-term economic growth in response to the criteria, and how quickly the policy intent is translated into practical
rapidly changing global tax landscape. rules. The best-prepared groups will be those that start scenario-

planning early, map which measures may impact their structures
and cash flows, and keep optionality in place as the bills and
guidance come out over the coming months. BDO tax experts will
be more than happy to assist.

» Review and enhance tax arrangements for R&D
expenditures in view of opportunities for cross-boundary
scientific collaboration, technology transfer and the
development of emerging and future industries as Hong
Kong integrates into the Greater Bay Area.

» Upgrade intellectual property (IP) associated tax regime to
fuel IP-driven economic growth, including consulting the
trade on tax deduction arrangements for capital cost for
purchasing IP or the rights to use IP (legislative bill expected
in 2026).

» Continue to expand Hong Kong's network of
Comprehensive Avoidance of Double Taxation
Agreements (currently 55 in total) alongside Hong Kong's
free trade agreements and investment agreements with
strategic trade partner jurisdictions.
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Appendix

20572 20262

Tax rate
Corporations 16.5%'
Unincorporated businesses 15%' No change
Standard tax rate First $5 million: 15%, Remainder: 16% 7
Progressive tax rates First $50,000 - 2%
Next $50,000 - 6% L
Next $50,000 - 10% No change
Next $50,000 — 14%
Remainder - 17% -
Personal allowances?
Basic $132,000 $145,000
Married $264,000 $290,000
Single parent $132,000 $145,000
Disabled $75,000 No change
Child (first to ninth child)
- Basic $130,000 each $140,000 each
- Additional3 $130,000 each $140,000 each
Dependent parent/grandparent
Aged 55 to 59 - Basic $25,000 $27,500
- Additional, living with the taxpayer $25,000 $27,500
Aged 60 or above - Basic $50,000 $55,000
- Additional, living with the taxpayer $50,000 $55,000
Disabled dependent $75,000 } No change
Dependent brother/sister $37,500
Deductions (maximum limits)
Approved charitable donations 35% of assessable income I
Self-education expenses $100,000
Home loan interest (up to 20 years) » No change
- Basic $100,000
- Additional $20,000 =
Elderly residential care expenses $100,000 $110,000
Mandatory contributions to recognised retirement schemes $18,000 ]
Qualifying Voluntary Health Insurance Scheme policy premiums $8,000 per insured person
Qualifying annuity premiums and MPF voluntary contributions $60,000
Domestic rent deduction B No change
- Basic $100,000
- Additional $20,000
Expenses on assisted reproductive services $100,000 -
Types of tax Salaries tax, tax under personal assessment and Salaries tax, tax under personal assessment and
profits tax profits tax
Tax reduction 100% of tax for 2024/25, 100% of tax for 2025/26,
capped at $1,500 capped at $3,000
Taxrate 15% No change

1. First $2,000,000 assessable profits of eligible taxpayers chargeable at half of the tax rate
2. Personal allowances are only applicable to progressive tax rates calculation
3. The claim period of additional child allowance for newborns is extended from one year to two years from 2026/27

The information contained in this publication is based on the Budget proposal announced by the Financial Secretary on 25 February 2026, which is subject to scrutiny of the Legislative Council
prior to enactment of the legislation.




