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Budget 2026 unveiled today, 10 October 2025.

Budget 2026 marks a pivotal moment as Malaysia’s first budget under the 13th Malaysia Plan
(13MP). Continuing to advance the MADANI economic framework and with a total allocation of
RM421.2 billion — RM338.2 billion for operating expenditure, RM81 billion for development
expenditure and RM2 billion for contingency reserves — the Budget underscores the
Government's ongoing commitment to fiscal resilience and inclusive growth. Despite the
uncertain global economic climate, the Government expects the Malaysian economy to grow
between 4% and 4.5% in 2026, with a reduced fiscal deficit of 3.5%. Budget 2026 aims to
attract and maintain high-value investments, accelerate digital and green transformation, and
enhance the well-being of the people through targeted reforms and social protection
measures. Additionally, in support of Visit Malaysia Year 2026, various incentives have been
announced to boost tourism and cultural activities.

Notable announcements include:

a) Inrelation to the New Investment Incentive Framework, which was initially announced in
Budget 2025:
= The pilot phase is being implemented until the end of 2025.
= Full implementation for the manufacturing sector in Q1 2026 and for the services
sectorin Q2 2026.

b) The tax exemption on foreign-sourced dividend income received in Malaysia by certain
categories of taxpayers, will be extended to 31 December 2030. In addition, from 1
January 2027 to 31 December 2030, this exemption will also apply to co-operative
societies and trust bodies.



)

d)

e)

Tax exemption on gains from the disposal of foreign capital assets received in Malaysia by
certain categories of taxpayers will be extended to 31 December 2030.

Profit distributions exceeding RM100,000 per annum received by individual partners
(whether resident or non-resident) from a limited liability partnership will be subject to a
2% tax. This 2% tax previously only applies to dividend income of individuals, received from
companies.

Reiteration that carbon tax will be introduced in 2026, with an initial focus on the iron,
steel and energy sectors.

Personal income tax

The following are all effective from the year of assessment (YA) 2026, unless stated
otherwise.

The individual income tax relief of RM3,000 on fees paid to registered childcare centers or
kindergartens for children up to six years of age, will be expanded to include fees for
registered daycare centers or transit centers for children up to 12 years of age.

The individual income tax relief of RM1,000 on qualifying vaccination expenses for self,
spouse or child will be expanded to cover all vaccines registered with and approved by the
Ministry of Health.

The individual income tax relief of up to RM3,000 on life insurance premium payments or
takaful contributions for self and spouse will be expanded to include children.

The individual income tax relief on expenses incurred for screening and detection, early
intervention programs and ongoing rehabilitation treatment for children with disabilities
aged 18 and below, will be increased from RM6,000 to RM10,000.

The individual income tax relief of RM2,500 will be expanded to include the purchase of
household food waste grinders and closed-circuit television (CCTV) for home use. The tax
relief can be claimed once in either YA 2026 or YA 2027.

A special RM1,000 tax relief for expenses relating to entrance fees to local tourism
attractions and cultural programs will be given, for YA 2026 only.
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Introduction of digital tax stamps with enhanced security features to curb counterfeiting
and leakage at import entry points.

From 1 January 2026, Sales Tax and customs duties will be imposed on vehicles exceeding
RM300,000 in value imported or brought into Langkawi or Labuan.

Sales Tax and import duty exemptions on nicotine replacement therapy products will be
extended to 31 December 2027 and expanded to include nicotine mists and nicotine
lozenges.

Excise duty on alcoholic beverages will be increased by 10% with effect from 1 November
2025.

Excise duty on cigarettes, cigars, cheroots, cigarillos and heated tobacco products will be
increased from 1 November 2025.

100% Sales Tax and excise duty exemptions will continue to be enjoyed by taxi owners and
rental car operators acquiring PROTON and PERODUA cars.

Tax incentives

Venture capital tax incentives will be revised, with special tax rates and dividend tax
exemptions for a period of 10 years.

100% Green Investment Tax Allowance for companies that use green technology products
in their local supply chains, which are certified by MyHIJAU Mark.

Additional 50% tax deduction for micro, small, and medium enterprises (MSMEs) on
training costs related to artificial intelligence (Al) and cybersecurity recognized by the
MyMahir National Al Council for Industry (NAICI), which is jointly led by TalentCorp and
MyDigital.

Companies undertaking new food production projects will be given 100% tax exemption on
statutory income, for 10 years. Existing companies in this space undertaking expansion
projects will be given 100% tax exemption on statutory income, for five years.
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= Companies will be given a double deduction on scholarship expenses for qualifying
students, covering scholarships for bachelor's degrees and professional qualifications,
including the fields of information and communications technology (ICT), engineering,
accounting and finance.

= The double deduction for companies that sponsor training for persons with disabilities will
be extended to sponsorship of care worker training programs recognized by the Ministry of
Women, Family and Community Development.

= A special deduction equal to 10% of qualifying expenses will be given for renovation and
conversion of commercial buildings into residential premises. The deduction is capped at
RM10 million.

= Accelerated capital allowances, to be claimed within one year, will be given on the cost of
speed limiters for heavy vehicles.

= Tax incentives for automation in the agricultural sector for planting, livestock farming,
apiculture, aquaculture and deep-sea fishing will be expanded to include the raising of
selected animals in a closed-house system.

= The application period for tax exemptions for social enterprises will be extended to 31
December 2028.

= Companies and individuals with business income will be given income tax deductions for
contributions to Kampung Angkat, Sekolah Angkat MADANI and Sejahtera MADANI
programs.

Tourism and events

= Tourism operators who refurbish and renovate their premises will be eligible for a tax
deduction of up to RM500,000 on qualifying expenditure.

= Tour operating companies will be given 100% income tax exemption on the value of
increased income from tour packages to Malaysia.

= Companies, associations or organizations that organize international conferences or trade
fairs will be given 100% income tax exemption on statutory income.

= Companies that organize international-level arts, cultural, tourism, sports or recreational

events involving foreign participants will be given 50% income tax exemption on statutory
income.
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Stamp duty

= Stamp duty exemptions:

=  Employment contracts for monthly remuneration of RM3,000 or less. This applies for
employment contracts executed from 1 January 2026.

= |nstruments of transfer and loan agreements for the purchase of a first home worth up
to RM500,000 will be extended to 31 December 2027.

= |nsurance policies or small-value fakaful certificates purchased by individuals and
MSMEs will be extended to 31 December 2028.

= |nsurance policies and takaful certificates for Perlindungan Tenang products will be
extended to 31 December 2028.

=  The 4% stamp duty rate on instruments of transfer of residential property to non-citizen

individuals (except permanent residents) and foreign companies will be increased to 8%.
This applies for instruments of transfer executed from 1 January 2026.

For a comprehensive list of the tax proposals announced, please refer to the EY Take 5:
Malaysia Budget 2026 publication.
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