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Highlights 
 

• Reduction in the Gross Domestic Product (GDP) of 7.7% during the first six months 
during the year as a result of the COVID 19 pandemic. 
 

• Cost of Living Allowance (COLA) of €1.75 per week. 
 

• Additional day of leave entitlement to 28 days per annum. 
 

• The tax refund for 2021 will range between €45 and €95. 
 

• The €100 voucher scheme is to be re-introduced (€60 in accommodation, hotels and 
restaurants; €40 in shops and services). 

 

• Further increase in pensions (€3.25 per week; with COLA €5 per week) with 
corresponding adjustments on tax exemptions applicable to pensions. The exempt 
pension income now stands at €14,058. 
 

• A new supplement between €50 to €70 shall be provided to families for every child 
under 16 years of age. This supplement is over and above the children’s allowance. 

 

• A new 15% withholding tax shall be introduced on the gain derived by authors or co-
authors from the sale of books. This measure will come into effect as from next year. 

 

• The VAT exempt threshold for self-employed persons shall be increased from €20,000 
to €30,000. 
 

• 1.5% reduced stamp duty rate applicable on transfer of business shall be extended 
 

• Existing stamp duty measures including the first-time buyers’ scheme (increased to 
€200,000), second-time buyers’ scheme, purchase of vacant property in UCAs and 
purchase of property in Gozo shall be extended 
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Economic Overview 
 

• As anticipated, the COVID 19 pandemic had an adverse effect on the GDP in Malta. 
The reduction in the GDP for the first six months of the year was of 7.7% (Eurozone: 
reduction of 9%). 

 

• Unemployment rate registered in August 2020 was one of the lowest rates within the 
Eurozone. In Malta the unemployment rate was 4.1% whereas the average in the 
Eurozone was 8.1%. 
 

• This year it is expected the economy in the EU and the Eurozone shall decrease by 
8.3% and 8.7% respectively. Next year, the EU economy is forecasted to increase by 
5.8% whereas the Eurozone will increase by 6.1%.  
 

• In Malta, the GDP shall decrease by 7.4% in real terms. However, next year it is 
expected that the Maltese economy shall register an increase of 5% of the GDP in real 
terms. 
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Income Tax  
 

• The tax refund for 2021 will range between €45 and €95. This increase is represented 
in the table below. 
 

 

Single Married Parent 

Income (€) Benefit 
(€) 

Income (€) Benefit 
(€) 

Income (€) Benefit 
(€) 

0 – 15,000 80 0 – 20,000 95 0 – 15,000 90 

15,001 – 30,000 65 20,001 – 40,000 80 15,001 – 30,000 75 

30,001 – 59,999 45 40,001 – 59,999 50 30,001 – 59,999 45 

 
 

• A new 15% withholding tax shall be introduced on the gain derived by authors or co-
authors from the sale of books. This measure will come into effect as from next year. 
 

• An exemption from income tax for Compliant Voluntary Organisations, so long as their 
income does not exceed €50,000. 
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Other taxes 
 
 
Private Pensions 

• The tax incentives relating to private pension schemes, which covers both the 
individuals investing in Third Pillar Scheme, as well as the employer through the 
Voluntary Occupational Pension Scheme, the annual tax exemption shall be increased 
by €1,000 (up to €3,000). 

 
 
VAT 
 

• The registration threshold for small undertakings has been increased to €30,000 from 

€20,000. 

• The VAT refund scheme on the acquisition on of bicycles or electronic bicycles shall 
be extended. The same applies for the purchase of motors, scooters or bicycles 
assisted with electronic motors. The maximum amount of VAT refund is capped at 
€400. 

 
 
Other measures 
 

• A new scheme shall be introduced to companies employing less than fifty people who 
invest in innovative projects. This scheme aims to encourage companies to invest in 
information technology to improve their business operations and reduce costs. The aid 
intensity shall be 50% of the total expenditure capped at €200,000 for every company. 
An additional aid of €35,000 is provided to companies who collaborate with other local 
or foreign research institutions.  

 

  



Page 7 of 11 
 

Property related measures  
 

• Existing property schemes shall be extended for a further year. These include: 
o Reduction in stamp duty for First Time Buyers; 
o Reduction in stamp duty for second Time Buyers; 
o Acquisition of vacant property in Urban Conservation Areas (UCA); 
o Acquisition of properties situated in Gozo; 
o Refund of expenses on restoration 

 

• First-time buyers of immovable property will now be exempt from stamp duty on the first 
€200,000 of the value of the property (previously €175,000).  
 

• The reduced rate of 3.5% on inherited immovable property being the residential property 
of the heirs shall now be applicable on the first €200,000 (previously €175,000) of the value 
of the immovable property. 

 

• The other property measures announced earlier on this year shall remain in force. These 
include the reduced stamp duty rate of 1.5% on the first €400,000 (instead of 5%) and the 
reduced final withholding tax rate applicable to the transferor of such property from 8% to 
5%. These measures apply to promise of sales registered until 31 March 2021, with the 
final deed being registered not later than 31 December 2021. 

 

• Property donated by parents in favour of their children, where such property is used for 
the purposes of establishing their residence therein, shall benefit from a stamp duty 
reduction. No stamp duty will be suffered on the first €250,000 (previously €200,000). The 
additional value of the property will be subject to a stamp duty rate of 3.5%. 

 

• The Equity Sharing Scheme shall be extended. 
 

• Between 1 January to 31 December 2021, gains or profits derived from the promise of 
sale shall be taxed at 15% on the full amount 
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Social measures  
 

Cost of Living Adjustment (COLA) 
 

• The cost of living for 2021 amounts to €1.75 per week. Such increase will be granted 
to all employees, to pensioners and those receiving social benefits. Students will also 
be granted such cost of living increase on a pro-rata basis. 

 
Measure relating to employment 
 

• An additional day of leave will be granted to all employees’ annual leave balance. 
 
In-work Benefit 
 

• An increase in the threshold for the eligibility of the In-work benefit to €35,000 for 
working couples, €23,000 for single working parents and €26,000 for couples with a 
single working parent. 

 
Vouchers 
 

• The €100 voucher scheme is to be re-introduced. These vouchers can be redeemed as 
follows:  
 
➢ €60 in accommodation, hotels and restaurants; and 
➢ €40 in shops and services 

 
Pensions 
 

• All social security pensions to be increased by €3.25 per week. Thus, together with the 
cost of living adjustment of €1.75, the weekly increase for pensioners should be of €5 
(€260 per year). 
 

• To ensure that the increase in pensions and COLA are not taxed, the tax-exempt bracket 
for pensions shall increase to €14,058. Similarly, the tax-exempt bracket of pensions for 
couples whose tax was computed using the marriage rates, shall increase to €3,600. 

 

• Similarly, to previous years, the portion of any service pension which is not to be reduced 
from the retirement pension is being increased by a further €200. Thus, the total exempt 
income for 2021 shall increase to €2,866. 
 

Children’s’ allowance 
 

• Apart from the children’s allowance, a new supplement will be provided to families. This 
supplement will be paid for every child within a family (less than 16 years of age). Where 
the annual income of a family does not exceed €25,318, the annual supplement will be 
€70 for every child. Families whose annual income exceeds such threshold, the annual 
supplement will be €50 for every child. 

 
Local child adoption 
 

• A maximum aid of €1,000 will be provided to couples who adopt children locally. 
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Other measures 
 
 
Sustainability and the Environment 
 

• The issuance of ‘Green Bonds’ by the Malta Stock Exchange.  These would be targeted 
towards investors seeking to invest in the renewable energy sector. 

• The importation of single use plastics will be prohibited as from 1 January 2021, with a 
general prohibition of sale of single use plastics to be introduced in 2022. 

• Persons who convert their existing fuel propelled vehicle to gas shall receive up to €400, 
if the CO2 emissions are reduced by 25%. This scheme shall be extended to cover 
vehicles used for mass transport or for commercial operations. However, in the latter 
cases, the aid is increased to €800. 

• The extension of the vehicle scrappage scheme, with the maximum available grant 
amounting to €7,000 

• The extension of current environmentally friendly schemes. 
 
 
Infrastructure 
 

• Investment of €450 million over 7 years with the aim of changing Malta’s industrial 
infrastructure and creating spaces and new offices for businesses 

• In preparation for the Small Nations Games in 2023, the Government is planning an 
€11 million expenditure over a 3-year period on new sport facilities. 

 
 
Economic Measures 
 

• The COVID wage supplement provided to impacted businesses shall continue at least 
until March 2021. The eligibility for the supplement may be revised in the future to ensure 
that the biggest aid is provided to worst hit business. 

 

• The other COVID measures such as tax deferrals, moratorium, loan guarantees etc shall 
remain in force. At the end of March 2021, a re-assessment of these measures will take 
place in collaboration with the social partners.  

 
 
 
Other 
 

• The measure in relation to the reduced stamp duty rate of 1.5% on the transfer of 
family businesses shall be extended for a further year. 
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Contact us  

 
 
William Cassar 
Tax Supervisor 
Tel: +356 25990410 
Email: william.cassar@fenlex.com 
 

 
 
Stephanie Aquilina Galea 
Tax Supervisor 
Tel: +356 25990411 
Email: stephanie.aquilina@fenlex.com 
 

 
 
Shawn Galea 
Senior Tax Accountant 
Tel: +356 25990650 
Email: shawn.galea@fenlex.com 
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Fenlex Corporate Services Ltd 
A: Pinto House, 187, Wine Pressers Wharf, Marsa, MRS 1912 
T: +356 2124 1817 
E: info@fenlex.com  
W: https://fenlex.com/  
 
Follow us on: 
 

   
 
 
This publication contains general information only. Before acting or refraining from 
action on any of the contents of this publication, we recommend that you obtain 
professional advice. Fenlex Corporate Services Ltd accepts no liability for any loss 
occasioned to any person acting or refraining from action as a result of any material 
in this publication. 
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