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Following the Malta's 2026 budget presented on Monday 27
October by the Minister of Finance, Clyde Caruana, we are
providing a summary of the principal business-related incentives,
family measures, and transportation initiatives introduced. This
overview is intended to assist you in evaluating the potential
impact and opportunities for your business and family.
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Micro Invest Scheme

e The Micro Invest scheme has been expanded. The maximum tax credit is now €65,000 for Malta-based
businesses and £€80,000 for Gozo-based businesses. For certain categories, the total aid can reach €85,000.
» Thescheme now explicitly coversinvestment in digital solutions, automation, and cybersecurity.

Wage Support

» For employees with more than four years' service, the government will finance 65% of wage increases for
two years (up to €780/ year, or €960/ year in Gozo).
e Thismeasureisintended to support staff retention and help businesses manage wage cost pressures.

Investment Tax Credits and Deductions

» Companiesinvesting in machinery, IT, automation, or cybersecurity can claim a tax credit of 60% of the
investment value, spread over four years.

 Eligible expenditure onresearch, innovation, Al, digitalisation, and cybersecurity will benefit from a 1/5% tax
deduction.
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Digitalisation and Al

o €700 million has been allocated for digitalisation, Al, IoT, cybersecurity, AR/VR, blockchain, and automation.
These funds will be distributed through Malta Enterprise, the MDIA, EU funds, and other agencies.

» Freenational Al courses and certification will be available for parents, students, workers, and seniors, with a
free subscription to an Al service upon completion.

e Thelaunch of a national Digital Identity Wallet is planned, aimed at reducing bureaucracy and improving
access to government and business services.

Start-up and Innovation Support

» Malta Government Venture Capital is investing in start-ups, particularly in health tech, gaming, and fintech.

» New incentives are available for start-ups promoting Maltese language, culture, and arts, as well as for
businesses in manufacturing, logistics, and marine biotechnology.

e TheBusiness Development Scheme, Get Qualified, and Higher Educational Qualifications schemes have been
extended.
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Sectoral and Thematic Incentives

e New schemes are available for manufacturing (including industrial garage purchase), logistics (free-zone
hub), and marine biotechnology.

e (Continued supportis provided for gaming, fintech, blockchain, and digital creative industries, including
strategic partnerships for training in Unity and Unreal Engine.

e Family businesses and cooperatives benefit from the extension of existing support measures, and
cooperatives are now exempt from the obligation to submit audited accounts for tax purposes.

Legal and Regulatory Measures

» Anew framework for industrial land allocation and a policy for better use of industrial roofs for solar panels
are being introduced.

» A Credit Review Office has been established to facilitate dialogue between banks and businesses, and a
central datarepository is being developed to reduce documentation requirements.

Sustainability and Green Transition

« Major investment is planned in renewable energy (targeting 25% by 2030), battery storage, a second
interconnector, and offshore wind projects.

» Expansionof EV charging, public transport, and sustainable mobility initiatives is ongoing, with new grants for
electric vehicles and sustainable mobility.
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Income Tax Reductions

e TheBudgetintroduces the largest-ever tax cut for families with children, with new tax tables and higher
thresholds. Average savings are projected at €2,400 per parent over three years, benefiting approximately
68,000 parents.

e Specific tax tables are introduced for families with one or more children, with progressive savings and higher
tax-free thresholds — next year's adjusted tax brackets are reproduced below:

Subtract (€)
Married (1 child)
Married (1 child) 2,625
Married (1 child) ; :
Married (1 child) €11,275
Married (2+ children)

=

Married (2+ children) £22,501 - E3.375
Married (2+ children) 32,001 - ( ; £€6,575

Married (2+ children) over €12,575

¢ '
Parent (1 child)

Parent (2+ children)

Parent (2+ children) 18,501 - €25,5C

Parent (2+ children) o :

Parent (2+ children) €60,001 and over 2%
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Family Measures

Children’s Allowance and In-Work Benefit

e The children's allowance threshold has been raised, and rates have increased, with up to €250 more per child
for families earning less than €30,000. Additional increases are available for lower-income families.

e Thein-work benefit rates have beenincreased by €75 per child, with a commitment to raise all rates by €200
by the end of the legislature.

Additional Support

e An additional COLA mechanism continues to provide targeted support to vulnerable families, with up to
€1,500 per household for those most affected by inflation.

e The Budget also includes a €500 annual allowance for families with children in post-secondary education and
increases in birth and adoption bonuses.

Housing Support

» Extension of first-time buyer schemes, higher deposit support, and equity sharing for those aged 25+ are
available to help families access home ownership.
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Key themes and considerations

This year's budget speech outlined a number of measures aimed at supporting business development, with
automation, digitalisation, and Alidentified as priority areas for investment.

These were accompanied by announcements of tax credits and investment aid, though the full details are still
pending. As with any incentive, the effectiveness of these measures will depend on how they are implemented.
Businesses considering such investments should begin assessing their needs and planning accordingly. We're
available to support those discussions and help structure a practical approach.

On the social side, the government introduced changes to tax brackets for families with children, to be phased in over
three years. This measure appears to be part of a broader response to Malta's declining birth rate, which remains the
lowest in the EU and below the population replacement level.

Traffic congestion was again acknowledged as a major concern. While some existing measures were enhanced,
there was no announcement of a mass public transport system, despite previous public comments suggesting it was
under consideration.

For a more detailed discussion on the potential implications of these measures for your operations, we invite you to
getintouch.

Dr. Timothy Zammit

Principal - Tax & Corporate
timothy.zammit@rsm.com.mt
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