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CHAPTER 1. INTRODUCTION

Mr Speaker,

Five years ago, this country faced two choices.

There was mounting pressure on energy, fuel and logistics costs.

The choice was between allowing international price increases 

to be passed directly on to the people, market forces alone to 

determine the extent to which utility bills and operating costs 

would rise.

Or, as a Government, to intervene in order to protect families 

and businesses from major economic shocks over which they 

had no control and for which they bore no responsibility.

Mr Speaker, I believe in the free market.

I believe that business, competition and private enterprise are 

the best means for an economy to grow, create wealth and be 

more efficient.

But I firmly believe that when families and businesses are hit by 

a crisis they did not cause, the Government’s role cannot simply 

be to stand by and do nothing.

Because in extraordinary circumstances, when there is a serious 

risk to families’ livelihoods, to businesses’ competitiveness, and to 
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the economic stability of a country, I believe that the Government 

not only has the right to intervene, but the responsibility to do so.

This is the basis of the rationale underpinning the use of fiscal 

policy for the past hundred years.

And five years ago, we made that choice.

We chose protection, not uncertainty.

We chose not to allow soaring international energy prices wreak 

havoc on workers’ wages, jeopardise the future of households, 

or to undermine the competitiveness of our businesses.

We opted for the Government to shoulder the burden so that 
families and businesses could keep moving forward.

We chose progress over a return to the past.

We chose stability, not austerity.

And because we chose this path, here in Malta we are not 
experiencing the collapse and chaos we are witnessing in 
Europe.

I must add here, Mr Speaker, that what we are seeing daily on 
television is possibly just the beginning of what Europe will 
experience in the coming weeks and months.
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Challenges are expected to increase and intensify, not diminish.

Therefore, the decisions we’ve made and the choices we continue 

to make do not come without a cost. They are choices we 

have made consciously and responsibly, but they carry a great 

financial burden.

Whether I look back or ahead, I believe that these decisions 

have been, are and will continue to be of benefit to our country.

Mr Speaker,

Today, five years on, we see neighbouring countries grappling 

with the consequences of the different choices they made.

In Europe, we see governments under increasing fiscal pressure. 

Countries with public debt rates exceeding one hundred percent 

of their gross domestic product, facing ever-rising borrowing 

costs, and increasingly difficult decisions as their capacity to 

take on further debt becomes constrained.

And when that happens, a government’s capacity to help people 

begins to diminish.

I say this not to alarm anyone, but to put into perspective the 

stronger position our country finds itself in today.
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Despite these challenges, Malta’s economy has continued to 

grow. For both this year and next, our economy is still projected 

to record the highest economic growth rate in the European 

Union.

Unemployment has remained among the lowest in the European 

Union.

And while in several countries, public debt has reached 

unsustainable levels, in our country it has remained stable.

This does not mean that we do not face any challenges.

Quite the contrary.

I was the first to speak in recent weeks about the need to keep 

our public finances sustainable. We must continue making the 

decisions necessary to ensure that Government becomes more 

efficient, more responsible and more agile.

These decisions may not make me popular, but they are 

necessary, and they must be taken.

This is precisely what we have done across the entire Government 

in recent weeks, and should the energy situation deteriorate 

further early next year, we will not hesitate to take whatever 

additional measures are necessary.
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I reiterate what I have been saying recently: while subsidies must 

remain in place, at the same time I must ensure that the fiscal 

deficit remains below 3.0 per cent of the gross domestic product.

As I said a few years ago, this is a marathon, not a sprint. And our 

country has demonstrated that it has the resilience, endurance 

and determination to go the distance.

Today, we are presenting the most important Budget of all 
the ones I have presented in these six years I have spent as 
Minister for Finance.

Because today, we will not only set out our commitment to fiscal 

consolidation and reaffirm this Government’s social conscience, 

but also addressing, through this Budget, a number of challenges 

our country is facing to ensure that quality of life is safeguarded 

in every aspect.

We have long emphasised the need to prioritise quality over 

quantity and to place productivity at the heart of our economic 

vision. Today, this Government will once again send a clear and 

unequivocal message reaffirming that commitment.

About how we will continue to translate our words into concrete 

action.

Mr Speaker,

This Government’s top priority is to continue protecting families.
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And so, despite the sharp rise in international energy prices, this 

Government will continue to ensure that electricity, gas and fuel 

prices remain stable.

Where others have faltered, we have remained steadfast.

This year, the cost of these subsidies and related support 

measures is expected to approach €400 million.

And next year, we will invest a further €400 million.

These are substantial sums. But we must also ask ourselves: 

what would have been the cost to our country, had we chosen 

not to make this investment?

People know all too well the consequences they and those 

around them faced when bills in our country began to rise.

When we consider these consequences, it becomes clear 

why this Government is once again choosing to provide this 

protection.

And let me be absolutely clear – we will not budge an inch from 

this policy.

But our choices do not stop here.
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Through this Budget, we will continue the tax reduction 

programme announced last year, further easing the tax burden 

on families with children.

We will continue to increase pensions, as promised.

We will continue to strengthen social support, particularly for 

those who need it most.

However, we would be mistaken to view this support as some 

reward or the outcome of political bidding. Ultimately, these 

commitments must be finances through the country’s resources.

And our responsibility is not only to deliver on our promises, 

but to do so without putting at risk the Government’s ability to 

continue helping families, especially those most in need.

These measures will not be funded by placing a greater tax 

burden on families.

Otherwise, we would be giving something with one hand and 

taking it away with the other.

As we have already promised in the past few weeks, we will not 

increase income tax rates. On the contrary, we will continue the 

tax reduction programme introduced last year.

We will not increase the VAT rate.
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And we will not increase social security contributions.

Instead, we will introduce measures to generate more funds to 

further strengthen our infrastructure, ensuring that it keeps pace 

with growing economic activity.

We will introduce measures to send a clear signal of our 

determination to accelerate the transformation of our economy 

towards higher productivity and greater value added.

Through these measures, we want to instill a better sense of 

balance. We want the Maltese people to continue to feel at home 

and enjoy a good quality of life in their own country. At the same 

time, we will continue to welcome those who visit our shores or 

choose to make Malta their home, as we have always done. But 

they, too, must make a fair contribution to our country in return 

for the opportunities and benefits they enjoy.

Mr Speaker,

Much has been said over the years about our country’s economic 

model.

A model that has driven growth, created opportunities and 

generated greater government revenue, allowing us to invest 

more in social support.

But we can all agree that the time has come to embark on the 

next stage of our country’s development.
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People’s priorities have changed, and our economic model 

must evolve with them. In this respect, this Budget will begin 

to address the changes needed and pave the way for this 

transformation.

When our country was grappling with unemployment, it made 

sense to pursue economic growth that would generate more 

jobs. Today, however, the situation is different.

The success we have achieved in many areas, particularly the 

much-needed growth in tourism, means that increased activity 

is placing ever greater demands on our country’s infrastructure, 

healthcare services, energy supply and limited resources.

These pressures come at a cost. And importantly, that cost 

should not fall solely on Maltese and Gozitan taxpayers but 

must also be shared fairly by those whose activities contribute 

to these growing pressures.

Our response must neither be populist nor irrational. We must 

not resort to calls for a reduction in economic activity, as such 

an approach would have far-reaching negative consequences.

Instead, we want to create an environment in which, on the one 

hand, sufficient government revenue is generated to allow us 

to invest in and improve our infrastructure, ensuring that it can 

keep pace with growing activity.
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And, on the other, we want to direct economic operators towards 

activities that create greater added value and place less pressure 

on our infrastructure.

This is not an argument against investment, nor is it a stance 

against foreign workers. Rather, it is an argument for an economy 

in which the cost of economic activity more accurately reflects 

its true impact, and where businesses have an incentive to invest 

more in technology, skills, and productivity.

It is also an argument for ensuring that economic activity 

increasingly leads to a leap in people’s quality of life. It must 

respond to the new realities and priorities of a people whose 

aspirations have evolved, and who today seek a better quality 

of life and opportunities that, in the past, they may have had to 

set aside to meet more pressing needs.

This is a Government that listens to the people. We must 

therefore respond to the changing realities they face and address 

the impact of the rapid pace of economic growth, particularly 

the effect this is having on their quality of life.

This Budget therefore substantially strengthens the incentives to 

accelerate our country’s economic transformation and provides a 

clear sense of the direction in which we want to continue moving.

We have a small country with limited resources, so we must 

place greater emphasis on the choices that will lead us towards 

a more productive, more efficient and higher-value economy.
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An economy in which businesses invest more in technology, 

digitalisation, modernisation and skills, and where recruiting 

more people is not the first choice.

An economy in which profits and competitiveness increasingly 

stem from greater productivity.

Thus, economic growth will increasingly serve as a means of 

improving our people’s quality of life.

To achieve this, we must also use fiscal policy tools to send a 

clear signal about which activities we want to encourage, which 

dependencies we want to reduce, and the direction in which we 

want our economy to evolve.

Mr Speaker,

Our country is at a crossroads, and this Government is sending a 

clear message about the direction it intends to take. The choice 

is not between continued economic growth and bringing growth 

to a halt.

Indeed, if we fail to make the leap towards greater value, higher 

productivity and a better quality of life, our growth will eventually 

stall.

Now is the time for change, because we must keep moving 

forward.



12

That is why this Government is choosing, once again, to take 

the necessary decisions.

This is a Budget of accountability. Not only for the country’s 

finances, but also for the social and economic sustainability of 

Malta and Gozo.

Because, for me, Mr Speaker, economic progress should always 

lead to human progress.

We have an Opposition before us that has spoken at length 

about changing the economic model, but change is not achieved 

through words or populism.

This Government is choosing to make those decisions, 

responsibly and with a clear direction for our country’s future.

Because, in the end, the measure of our success is not only 
how much the economy grows, but how much the lives and 
well-being of Maltese and Gozitans improve. 
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CHAPTER 2. ECONOMIC PERFORMANCE

Mr Speaker,

We are presenting this Budget against a backdrop of continued 

global uncertainty. The war in Ukraine, tensions in the Middle East, 

the resulting instability in the Strait of Hormuz and disruptions 

to international trade have placed further upward pressure on 

energy and transport costs. For a small, open country like ours, 

these are not distant developments. They are challenges that 

can directly affect Maltese and Gozitan families, workers, and 

businesses. When energy prices rise, the impact extends far 

beyond electricity bills, driving up production and transport 

costs, as well as the prices of everyday goods on shop shelves.

Yet, Mr Speaker, in the face of these challenges, Malta has 

continued to achieve economic growth and demonstrate 

remarkable resilience. In 2025, our economy grew by 4.7 per 

cent in real terms. In the first six months of 2026, economic 

growth reached 4.4 per cent, compared with the European 

Union average of 1.2 per cent. This means that, despite external 

pressures, our country continued to grow at a significantly faster 

pace than that of Europe as a whole.

This growth rests on solid foundations. In the first half of 

2026, household consumption increased by 3.4 per cent, while 

investment rose by 8.2 per cent. Tourism continued to strengthen 

economic activity, alongside the services sector and exports 

of electronic goods. At the same time, employment increased 

by 4.6 per cent. Compensation per employee rose by 5.1 per 
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cent, reflecting a dynamic labour market, although we must 

continue working to improve our workers’ productivity and 

skills. These are not just statistics. Behind these figures are 

businesses investing in their future, workers and young people 

seizing new opportunities, and families able to plan ahead with 

greater confidence.

Our outlook remains positive, but realistic. With a prudent 

approach, we are forecasting real economic growth of 4.1 per 

cent in 2026 and 3.8 per cent in 2027. Private consumption is 

expected to increase by 3.9 per cent this year, and 3.8 per cent 

next year. Investment is projected to rise by 10.2 per cent in 2026 

and 7.0 per cent in 2027. In the labour market, we project that 

the unemployment rate will remain low, at 3.3 per cent in 2026 

and 3.2 per cent in 2027. For 2027, we also anticipate a 2.0 per 

cent increase in exports, with net exports expected to make a 

positive contribution to economic growth once again.

Mr Speaker,

These forecasts do not, however, mean that our economy is 

without risks. External demand remains weak, and further price 

shocks arising from international developments could affect 

import prices. For this reason, this Government did not wait for 

these challenges to affect people’s finances before taking action. 

We chose to keep electricity and fuel prices stable. This is an 

economic and social choice designed to protect the financial 

well-being of our families and safeguard the competitiveness 

of our businesses. It provides families with certainty over their 
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bills and gives businesses the confidence to plan their operations 

and investments well in advance.

Look at what’s happening overseas. In Italy, the regulatory 

authority has announced a 37.3 per cent increase in electricity 

bills for certain categories of customers in the fourth quarter 

of this year. In France, the social and political tensions we are 

witnessing today stem, in part, from concerns about the cost of 

living and public services.

We cannot attribute all these difficulties to energy costs, but 

they remind us of the extent to which pressures on families can 

become a matter of social stability.

This Government has never sat idly by while energy costs 

continued to rise. We will continue to ensure that families 

are not left to struggle alone to make ends meet and that 

businesses are not held back by unsustainable operating costs. 

The Government has chosen, and will continue to choose, to 

bear this entire burden. This year, subsidies to prevent energy 

and fuel prices from rising are expected to cost the Government 

around €392 million. In recent years, between 2022 and 2026, 

the cost of these subsidies amounted to €1.35 billion. This means 

that Maltese citizens saved €1.35 billion on electricity and fuel 

costs; €1.35 billion that remained in the pockets of our people 

and our businesses.

To put this into perspective, Mr Speaker, without these subsidies, 

the weekly cost of diesel per car would rise from €20 to €33.06, 

while monthly electricity bills would increase from €50 to €85. 
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This means that an average household with two diesel cars is 

saving an average of €2,000 a year through fuel and electricity 

subsidies. These are not marginal increases; they are substantial 

additional burdens that would affect disposable income, increase 

costs for businesses, and ultimately lead to a rise in the overall 

cost of living. This Government will not allow families to bear 

the full weight of these pressures, nor will it leave businesses to 

bear costs that threaten their competitiveness. Our commitment 

is clear: to protect families, safeguard economic activity and 

provide stability, while remaining mindful of the Government’s 

financial responsibilities.

The economic value of this policy is also supported by clear 

evidence. An internal simulation indicates that, if subsidies 

were abruptly withdrawn in 2026, causing electricity and fuel 

prices to rise by 70.0 and 65.0 per cent respectively, real gross 

domestic product (GDP) would fall 0.9 per cent below the 

baseline scenario in the first year and 2.2 per cent below it by 

the third year.

Households’ real disposable income would be 3.2 per cent lower 

in the first year and 6.4 per cent lower by the third year. The 

simulation also indicates that consumer prices would be 4.9 per 

cent higher in the first year and that, by the third year, there 

would be around 2,600 more unemployed people. This is not 

a prediction of what will happen, but a clear warning of what 

could happen in the absence of this protection. The cost-of-living 

adjustment payable by employers would soar to €18.05 per week.

Nor can we overlook inflation. In September, Malta’s inflation 

rate stood at 2.4 per cent, compared with 3.8 per cent across 

the euro area. For 2026 and 2027, we are forecasting inflation of 
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2.5 and 2.7 per cent respectively. This shows the value of stable 

energy prices, while recognising that food and service prices 

continue to place real pressure on households. In this context, I 

wish to announce, Mr Speaker, that the cost-of-living adjustment 

will be €6.41 per week.

We can maintain this course because we have managed the 

country’s finances responsibly over the years. Last June, Malta 

exited the European Union's excessive deficit procedure; public 

debt remains well below the European limit, and the deficit 

remains below 3.0 per cent. This prudence gives us the credibility 

and space to deal with shocks, without burdening families and 

businesses with additional costs arising from developments 

abroad.

Mr Speaker, the message is clear. We are sustaining a growing 

economy, a strong labour market and stable energy prices. We 

will continue to protect families and businesses while investing 

in productivity, skills and energy infrastructure. Because stability 

does not happen by chance: it is built through responsible 

decisions, and its effects are felt in the everyday lives of the 

Maltese and Gozitan people. 
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CHAPTER 3. SOCIAL MEASURES

Mr Speaker, our promise is a contract and therefore we will 

continue to deliver on the commitments made in our Electoral 

Manifesto without delay. Despite the geopolitical challenges 

that also affect us, tonight I am announcing another substantial 

package of social measures worth more than €121 million.

While I am pleased to announce, among other things, further 

improvements in pensions, I wish to reassure workers who have 

yet to retire that, as we promised, neither the retirement age nor 

social security contribution rates will increase. Both will remain 

unchanged.

We are in a position to reaffirm this commitment because we 

have a strong economy and because, despite all the turmoil 

around us, our finances remain sound. Moreover, the latest 

strategic report on pensions recorded an improvement in the 

adequacy and sustainability of the country’s pension system.

In 2027, the National Minimum Wage will be increased by €10.41 

per week, including the COLA, thanks to the 2023 agreement 

between Social Partners and the Government. In this regard, 

the Government will soon be reappointing the Low Wage 

Commission so that, together with Social Partners, a new 

agreement on the National Minimum Wage for 2028 onwards 

can be reached next year.

Despite this increase in the National Minimum Wage, those 

earning it will continue to pay no income tax, unlike what used 
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to happen under previous administrations. Furthermore, not only 

will pensioners continue to be exempt from paying tax on their 

pensions, but we will also increase their tax-free threshold, as I 

will announce shortly.

An important reform

Next year, we will therefore undertake another important reform. 

As promised, from 2027 onwards, it will be possible to transfer 

contributions from a spouse who receives a pension to a spouse 

who does not. This will be subject to certain parameters that 

will be announced in the coming days, with the aim being of 

enabling more spouses, especially married women, to qualify for 

a pension and thus compensate for the years during which they 

were required, even by law, to leave employment upon marriage.

Through successive measures introduced since 2021, close to 

4,000 married women have started receiving a pension for 

the first time. With the new measure next year, around 3,200 

additional married women will benefit, bringing the total to 7,000 

married women who have become or will become pensioners 

for the first time and who, without these measures, would not 

have been entitled to a pension.

Further measures for pensioners

In addition to this innovative measure of social justice, I will 

announce further measures for pensioners:

•	 Starting next January, recipients of retirement, invalidity 

and widows’ pensions, as well as elderly people receiving 
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the old-age pension, will be granted an increase of €10 per 

week. This will be the first increase towards the €50 a week 

promised during the election campaign. The increase, which, 

as promised includes the cost-of-living adjustment, continues 

the series of pension increases we have delivered in previous 

years. Since 2013, all pensioners will have received increases 

of at least €92.40 per week, with many thousands receiving 

even larger increases thanks to other measures. The lowest 

pension today has now surpassed the highest pension paid 

under our predecessors, Mr Speaker.

•	 The Maximum Pensionable Income for pensioners born 

before 1962 will be increased to €28,000. Approximately 

15,000 pensioners, including widowed pensioners, will benefit 

an additional increase. In doing so, we will continue to address 

this anomaly, which, as promised in the Electoral Manifesto, 

will have been completely eliminated by 2028.

•	 Next year, we will conclude a process that began in 2022, 

with the aim of ensuring that widows are entitled to the 

full pension their spouse would have received had they not 

passed away. With this adjustment, more than 7,000 widows 

will see a further increase in their pensions, and all widows will 

now receive a full two-thirds pension – yet another electoral 

promise fulfilled.

•	 Another anomaly that we will have eliminated by next year, 

and fulfilling another promise, is the discrepancy in the rates 

of the cost-of-living bonus paid to pensioners alongside their 

pension. Regardless of the year in which they retired, every 



21

pensioner will receive the same flat rate of €21.53 per week 

in 2027.

•	 The tax-free pension income threshold will increase by €520 

per year to €37,624 per year.

•	 Service pensioners will once again benefit from an increase 

in the amount of their service pension that is disregarded 

when calculating their social security pension. As promised, 

from next year, the disregarded service pension amount will 

increase by €300 per year instead of €200. Furthermore, for 

service pensioners who turn 72, the full amount commuted 

from their service pension will be disregarded.

•	 During the last legislature, former members of the disciplined 

forces who receive a service pension but no social security 

pension, and who are not in employment, were given the 

right to receive the cost-of-living adjustment as a bonus in 

two annual payments. As promised in the Electoral Manifesto, 

from next year, they will also be entitled to the same increase 

granted to social security pensioners. Therefore, their bonus 

will increase by €520 per year next year.

•	 Persons with disabilities who receive a contributory pension 

and who previously received some form of disability benefit 

or occupational injury pension have recently started receiving, 

alongside their pension, 10.0 per cent of the benefit to which 

they were entitled before reaching retirement age and which 

they had lost upon receiving their pension. From next year, 
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this percentage will increase to 20.0 percent, eventually 

reaching 50.0 per cent in the coming years, as promised.

•	 For those persons, mostly married women, who despite the 

measures mentioned earlier, still do not qualify for a pension 

because they have not paid sufficient contributions, the 

bonus rate they receive will, as promised, start to increase 

by the same amount as the cost-of-living adjustment from 

next year. Therefore, next year bonus rates will increase by 

€333.32 per year and will range from €933 to €1,383 per year.

Mr Speaker, this Government’s social conscience will not stop 

here. Families with children, workers and vulnerable people 

remain our priority. I will therefore now move on to a number 

of social measures for next year:

•	 We will once again operate the additional COLA mechanism, 

providing families and individuals on low or middle incomes 

with an additional payment to help them cope with the cost 

of living. Payments will range from a minimum of €200 to 

a maximum of €1,500 per year, depending on disposable 

income and the number of persons in the household. In total, 

over 100,000 households, mostly pensioners, single people 

and couples, as well as families with children, will benefit.

•	 In the first half of the new year, around 14,000 families will be 

entitled to a payment of €500 per child in post-secondary 

education. This will be the third and final payment for families 

that became eligible in 2025, the second for those that began 
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benefiting this year, and the first for those whose children 

have just started post-secondary education.

•	 In 2027, we will begin the process of bringing the Carers’ 

Grant, paid to parents who cannot work because of their 

children’s severe disabilities, into line with the net National 

Minimum Wage, as promised. As a first step, the Carers’ Grant 

will rise to €7,500 per year next year. In addition, parents who 

work no more than 20 hours per week on a part-time basis 

will also begin to benefit from the grant, but at the current 

rate of half the net National Minimum Wage.

•	 The benefit under the Carer at Home scheme, paid to seniors 

who employ a full-time carer, will be increased by a further 

€800, to €9,800 per year.

•	 As promised in the Electoral Manifesto, the adoption grant 

will be increased to €15,000 over the course of the legislature. 

As a first step, reimbursement of costs for families adopting 

children from abroad will increase by €1,000 next year, to 

€13,000.

•	 From next year, employed persons who begin fostering will be 

entitled to an additional 10 working days of leave, equivalent 

to paternity leave, funded by the Government, so that they 

have time to bond with the children entrusted to their care. 

We will also do this to provide these children with the best 

possible alternative care.
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•	 As part of the Aftercare Policy for young people in alternative 

care, we will establish a framework of support and benefits 

to help them move towards independent living after 

spending time in residential institutions for adolescents. The 

programme ensures that these young people are not left to 

fend for themselves but receive all possible assistance to 

find their way in life independently. They will be guaranteed 

access to education and training, as well as a roof over 

their heads, with support beginning at the age of 17 and 

continuing until they turn 21; this will be in addition to any 

other education-related payments, including the stipend. 

This assistance, including educational support, will be at least 

equivalent to the social assistance provided to single people.

•	 The Supplementary Allowance for Orphans will be extended 

from the age of 21 to 25, provided the orphan remains in 

tertiary education, or until 6 months after graduating and 

starting work, whichever comes first. The rate in this case 

is higher, at €170 per week, to provide these young people 

with the best possible support.

•	 As promised in the Electoral Manifesto, and because we know 

that early intervention and therapy from a young age are the 

greatest investments in true inclusion, we will assist with all 

the costs of necessary therapies for children with disabilities 

under the age of 18.

•	 Starting next year, we will expand the list of categories of 

people eligible for social security contribution credits. In 

fact, up to two years of credits will be awarded to employees 
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who are temporarily absent from work due to mental health 

problems or domestic violence. We will also award credits 

to young people with behavioural issues who spend time in 

rehabilitation, including under a court order, to help them 

reintegrate into society while training in a trade and receiving 

support to set up their own business or find employment.

•	 The increase in the National Minimum Wage announced 

earlier, including COLA, will be reflected in higher rates paid to 

around 15,000 persons with disabilities, carers and recipients 

of social benefits. Increased Severe Disability Assistance will 

rise by €9.37 per week, while Severe Disability Assistance, 

Disability Assistance, Visual Impairment Assistance, Disability 

Benefit, Increased Carer’s Allowance, Carer’s Allowance and 

Social Assistance will rise by €6.41 per week.

Conclusion of schemes addressing anomalies

As planned, next year we will also conclude the four compensation 

schemes still in place to address past anomalies or injustices. 

These apply to former Malta Drydocks and Malta Shipbuilding 

workers, former Gas Board workers, people recruited by 

Telemalta Corporation between 1 January 1978 and 15 January 

1979, former employees of the Rediffusion Group of Companies 

who were absorbed into Telemalta Corporation in 1975, and other 

people recruited into the corporation’s broadcasting arm before 

1 January 1978. Thus, we will conclude 11 years of compensation 

payments to 9,000 people or their heirs, totalling €105 million.
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CHAPTER 4. FISCAL MEASURES

Mr Speaker,

This is a Government that listens, reflects and understands what 

is being said by the various sectors of society. In contrast to what 

we are seeing beyond our shores, our economy, as a result of the 

decisions we have made and will continue to make, is expected 

to remain robust and continue to grow at the highest rate in 

Europe. This growth creates wealth, and I will speak later about 

how this wealth will be distributed. However, it also brings with 

it certain challenges that affect everyone in their everyday lives.

Therefore, in this Budget, we will take a number of decisions 

to achieve a better balance between economic growth and its 

effects.

Tourism

Eco-Contribution on tourist accommodation

Tourism in our country has grown to unprecedented levels. This 

year, we will have welcomed more than 4.5 million tourists, who, 

between them, will have spent around 28 million nights in our 

country. Everyone benefits from tourism, and we expect the 

number of tourists and the nights they spend here to continue 

increasing next year. While all this is positive, we cannot ignore 

the pressure it places on our country’s infrastructure.

The Government, through its Vision 2050, is committed to 

strengthening this sector while continuing to aim for higher-
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quality tourism. Let me recall that tourists also benefit, directly 

or indirectly, from the wide range of energy subsidies.

In view of the substantial increase in energy prices, and because 

our country must continue to invest in its tourism product, we 

will increase the Eco-Contribution payable by tourists during 

their stay in our country.

Starting 1st January, the Eco-Contribution payable by those 

staying in collective accommodation will be €8 per night, capped 

at €64 per person. The Eco-Contribution rate for those staying 

in apartments known as short lets will be €10 per night, capped 

at €80 per person. Revenue from these revisions is expected to 

be around €182 million.

Let me remind everyone that the Eco-Contribution is payable 

by those over the age of 18. From next year, we will remove 

the requirement for English language schools to pay the Eco-

Contribution on accommodation.

Eco-Contribution for cruise liner passengers

We will introduce an Eco-Contribution for passengers on board 

cruise liners visiting Malta.

A nominal fee of €10 will apply to those tourists who disembark 

and re-embark on the same cruise liner in our country.

This contribution will not apply to passengers starting their 

cruise from Malta.
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Eco-Contribution from tourists visiting Comino

In summer 2025, we started a project to improve the experience 

of those visiting the Blue Lagoon. We started by setting a limit on 

the number of people allowed to access the area and introducing 

a booking system with different time slots throughout the 

day. Through the Malta Tourism Authority, we invested in 

and significantly improved cleanliness, facilities and safety at 

this destination, which is so popular with Maltese people and 

tourists alike. The project will continue, with respect for the local 

ecosystem, while further improving the visitor experience. For 

this purpose, we will introduce a €5 charge through the existing 

system as an Eco-Contribution payable by tourists.

The Labour Market

The number of workers in our country’s labour market has 

increased by around 130,000 over the past decade. All this is 

proof of how much our economy has grown and the wealth it 

has created. However, while the number of Maltese and Gozitan 

workers stood at around 180,000 in 2015, it had risen to around 

205,000 by the end of 2025. At the same time, to meet the 

economy’s demand for more workers, the number of foreign 

workers increased by around 106,000 between 2015 and 2025. 

While all this has led to the creation of more wealth year after 

year, one cannot ignore the external challenges it has brought.

As I said earlier, we will continue to welcome foreign workers 

who come to live among us, as we always have, and ensure that 

they are treated with the dignity they deserve. However, they 

too should contribute to the country in return for what they 

receive, including the use of infrastructure in its various forms.
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I will therefore announce an increase in the work permit fee for 

workers coming from outside the European Union.

Mr Speaker, the fee for a new application will be increased by 

€200, rising from €600 to €800 per person.

There will also be an additional fee, known as the infrastructure 

contribution, of €400, payable by both new applicants and those 

renewing their permits. This additional fee must be paid annually 

but does not apply to minors under the age of 18. I would also 

add that fees for many of the permits issued by Identità will be 

revised upwards.

These increases in work permit fees are expected to generate 

around €80 million.

Changes in eligibility for certain benefits

Mr Speaker, unlike many other countries, ours offers a number 

of free benefits to everyone. These range from healthcare 

and education to social benefits and transport. Our country’s 

circumstances were different when these benefits were 

introduced, and over the years, our reality has changed in many 

ways. The time has therefore come to make certain revisions in 

these areas, as I will now explain.

•	 Free public transport

From next January, free public transport will remain available 

only for Maltese and Gozitan citizens, residents who are 
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citizens of the European Union, and those who hold Long-

Term Resident status.

•	 Driving licences

Visitors holding a driving licence issued outside the European 

Union may continue to drive in Malta for up to twelve months 

from the date of their entry into the country. Those granted 

a residence permit may drive using such a licence for twelve 

months from their entry into Malta, and this period will not 

reset if they leave and re-enter the country. For existing 

permit holders, the period will run from their last entry into 

Malta before 1 January 2027. After this period, they must 

hold a Maltese or European driving licence. Drivers holding 

a residence permit for a specific driving job are exempt.

An administrative charge of €83 per month will also be 

introduced for holders of category B and B1 licences issued 

or renewed from that date. Citizens of the European Union 

and the European Economic Area, long-term residents and 

their spouses are exempt. Citizens of the United Kingdom, 

Australia and the United Arab Emirates, as well as holders of 

a residence permit for a specific driving job, are also exempt. 

The driving licence will expire when the residence permit 

expires and will not be renewed if any payments remain 

outstanding.

•	 The cheque for atypical work

From 1 January, this cheque will continue to be issued only 

to Maltese and Gozitan citizens, residents who are European 

Union citizens and long-term residents.



31

•	 Free childcare for all

There will be no change in eligibility for those who are 

already using the service today, until their children reach the 

age at which they are no longer eligible. However, from next 

year, eligibility for this free service will be retained only for 

Maltese and Gozitan citizens, residents who are European 

Union citizens, and those who meet the criteria for Long-

Term Resident status.

The four measures I have just announced in fiscal terms are 

expected to generate a combined €46 million per year in savings 

and new revenue.

Fast ferry services and the Gozo ferry

We all agree that maritime transport has become an essential 

service. This alternative mode of transport helps reduce traffic 

congestion. The Government allocates more than €18 million 

to maintain existing services. We feel that the fares currently 

paid by tourists are somewhat low. I am therefore announcing 

a revision of these fares, with an increase of €3 per journey.

Gozo ferry fares will also be revised for non-residents.

Adult passengers who are non-residents will pay €11, while 

children will pay €7. At the same time, the fare for a vehicle driven 

by a non-resident will rise to €22. For example, where a vehicle 

carries a driver and one adult passenger, the total fare will be 

€33. Where a driver is accompanied by an adult passenger and 

a child, the total fare will be €40.
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This revision of tourist fares will allow us to continue investing 

in infrastructure and operations. These increases are expected 

to generate around €13 million in additional revenue, offsetting 

the reduction in the subsidy.

Recreational boats

Mr Speaker, I wish to reiterate what I have already stated: this 

country will continue to maintain stable energy prices, including 

fuel prices.

I would like to point out that while the fuel subsidy amounted to 

approximately €40 million last year, it increased to €85 million 

this year.

Passenger and Vehicle Category
Current

Fare

Proposed

Fare
Difference

Non-resident adult €4.65 €11.00 +€6.35

Non-resident child €1.15 €7.00 +€5.85

Vehicle + Driver €15.70 €22.00 +€6.30

Vehicle + Driver + Adult Passenger €20.35 €33.00 +€12.65

Vehicle + Driver + Adult Passenger +
Child

€21.50 €40.00 +€18.50
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I believe it is fair to say that the majority of the population agrees 

that this subsidy should remain in place. However, as time goes 

on, we increasingly believe that subsidies should be directed 

towards essential needs.

To this end, and to offset part of the fuel subsidy received by 

certain vessels, we will revise the annual registration fees.

This will apply to all vessels between 10 and 24 metres in length. 

Since vessels exceeding 24 metres are already prohibited by 

law from benefiting from subsidised fuel, we will introduce 

different categories based on vessel length, with the revised fees 

determined accordingly. This will not apply to our professional 

fishermen or to owners of vessels measuring less than 10 meters 

in length.

The fees are as follows.

Additional

increase
>=10 to <12m >=12 to <15m >=15 to <18m >=18 to <21m >=21 to <24m

Commercial 
Yachts

€350 €650 €1,800 €2,600

Yachts 

<50gt
€300 €350 €650 €1,800 €2,600

Other

<50gt
€300 €350 €650 €1,800 €2,600

Other

>=50gt
€300 €350 €650 €1,800 €2,600
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Revenue generated from this measure is estimated at around 

€3 million.

Small business tax deduction

The Government will introduce a new framework under which 

companies with a turnover not exceeding one million euro may 

benefit from a tax rate of 25.0 per cent instead of 35.0 per 

cent. This measure is intended to reduce the tax burden on 

smaller companies, strengthen their competitiveness and leave 

them with more resources to invest in their businesses. It will 

complement the Youth-Led Start-Up Support Scheme launched 

earlier this year. Building on the measures announced last year, 

this initiative will also provide further support to young people 

who decide to establish their own businesses. In this way, the 

framework is expected to strengthen business resilience and 

encourage further investment in the economy. The measure will 

operate subject to the conditions and limitations set out in the 

relevant regulations, to ensure clarity and consistency with the 

existing corporate tax system. I must, however, clarify that this 

deduction will apply to retained or reinvested profits. As long 

as profits are distributed as dividends, the 35.0 percent rate will 

continue to apply.

Lowering of income tax for parents

Mr Speaker,

In last year’s Budget Speech, I announced the largest income 

tax reduction for families with children, amounting to no less 

than €160 million over 3 years. In total, approximately 68,000 
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parents continue to benefit from this tax reduction. This means 

that, from this year until 2028, families with children will have 

just over €50 million more in their pockets each year.

Let me remind everyone that new tax tables were established for 

families with one child, and additional tables will be introduced 

for families with two or more children.

Under our tax system, families can choose between two methods 

of tax computation: the Married computation and the Parent 

computation. 

Married Computation with One Child

The Married computation typically applies to families where 

typically only one spouse earns an income or where the other 

spouse earns a minimal income.

Currently, these families begin paying income tax once their 

income exceeds €17,500. Firstly, Mr Speaker, this threshold will 

increase to €20,000 next year and will rise further to €22,500 

in 2028. Let me recall that, due to increased thresholds and 

adjustments to the tax brackets, the maximum tax savings for 

families with one child amounted to €725 this year, and will 

amount to €1,450 next year and €2,175 in 2028.
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Parent Computation with One Child

Parent computation with One Child applies to families where 

both parents are employed and have one child.

Currently, these families begin paying income tax once their 

income exceeds €14,500. This threshold will increase to €16,000 

next year and will rise further to €18,000 in 2028. Due to 

increased thresholds and adjustments to the tax brackets, the 

maximum tax savings for parents with one child amounted to 

€575 this year, and will amount to €1,150 next year and €1,800 

in 2028.

2027

Married Computation with One Child

Income category Rate Subtract

€0 - €20,000 0.0% €0

€20,001 - €30,000 15.0% €3,000

€30,001 - €60,000 25.0% €6,000

€60,001+ 35.0% €12,000

2028

Married Computation with One Child

Income category Rate Subtract

€0 - €22,500 0.0% €0

€22,501 - €33,500 15.0% €3,375

€33,501 - €60,000 25.0% €6,725

€60,001+ 35.0% €12,725
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2027

Parent Computation with One Child

Income category Rate Subtract

€0 - €16,000 0.0% €0

€16,001 - €24,500 15.0% €2,400

€24,501 - €60,000 25.0% €4,850

€60,001+ 35.0% €10,850

2028

Parent Computation with One Child

Income category Rate Subtract

€0 - €18,000 0.0% €0

€18,001 - €28,000 15.0% €2,700

€28,001 - €60,000 25.0% €5,500

€60,001+ 35.0% €11,500

I would now like to explain the changes to the tax rates for 

parents with two or more children.

Married Computation with Two or More Children

As I mentioned earlier, the Married computation typically applies 

to families where only one spouse earns an income or where the 

other spouse earns a minimal income.

Currently, these families begin paying income tax once their 

income exceeds €22,500. As from next year, this threshold will 
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increase to €30,000 and will rise further to €37,000 in 2028. 

This means that the amount of income exempt from tax will have 

increased by €22,000 over 3 years.

Due to increased thresholds and adjustments to the tax brackets, 

the maximum tax savings for families with two or more children 

will amount to €2,025 this year, which will go up to €4,050 next 

year and reach €6,000 in 2028. 

2027

Married Computation with Two or More Children

Income category Rate Subtract

€0 - €30,000 0.0% €0

€30,001 - €41,000 15.0% €4,500

€41,001 - €60,000 25.0% €8,600

€60,001+ 35.0% €14,600

2028

Married Computation with Two or More Children

Income category Rate Subtract

€0 - €37,000 0.0% €0

€37,001 - €50,000 15.0% €5,550

€50,001 - €60,000 25.0% €10,550

€60,001+ 35.0% €16,550
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Parent Computation with Two or More Children

Parent computation with Two or More Children applies to families 

where both parents are employed and have more than one child. 

In total, about 29,300 parents benefit from this computation.

May I once again remind you that, under the current tax rates, 

these families begin paying income tax once their income 

exceeds €18,500. This will now increase to €24,000 next year and 

will rise further to €30,000 in 2028. Yes, Mr Speaker, to reiterate, 

parents with two or more children who each earn €30,000 will 

pay no income tax within two years.

However, that is not all, Mr Speaker. Due to increased thresholds 

and adjustments to the tax brackets, the maximum tax savings 

for single parents with two or more children amounted to €1,625 

this year, and will amount to €3,250 next year and €5,000 in 

2028. This means that, within two years, parents with an income 

of €42,000 each will benefit from a total tax saving of around 

€10,000.
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Super Bonus

Mr Speaker, what we promise, we deliver. In the first quarter of 

next year, we will pay the Super Bonus to all eligible individuals. 

This will be worked out on base year 2025. That is, everyone who 

was working in 2025 will be receiving this payout.

Let me remind you that all those whose employment income 

amounted to €12,000 or more will receive a tax-free payment of 

€1,000. Those earning less than this amount will receive a pro-

rata payment, as I will now explain. The Super Bonus will also be 

2027

Parent Computation with Two or More Children

Income category Rate Subtract

€0 - €24,000 0.0% €0

€24,001 - €33,500 15.0% €3,600

€33,501 - €60,000 25.0% €6,950

€60,001+ 35.0% €12,950

2028

Parent Computation with Two or More Children

Income category Rate Subtract

€0 - €30,000 0.0% €0

€30,001 - €42,000 15.0% €4,500

€42,001 - €60,000 25.0% €8,700

€60,001+ 35.0% €14,700
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paid to self-employed individuals, older persons who continue 

to work and part-time workers.

Super Bonus

Income Bonus

€12,000+ €1,000

€11,000 - €11,999 €925

€10,000 - €10,999 €875

€9,000 - €9,999 €800

€8,000 - €8,999 €725

€7,000 - €7,999 €650

€6,000 - €6,999 €575

€2,000 - €5,999 €500

Administrative Measures

Separate Tax Returns

As part of our ongoing efforts to simplify tax administration 

and provide taxpayers with greater flexibility, the Government 

will launch a project to reform the income tax return framework 

applicable to married couples.

The aim is to establish an approach whereby, as a general rule, 

each spouse files an individual tax return covering their own 

income and tax affairs. Couples wishing to make use of a joint 

declaration arrangement, where permitted by law, will continue 

to have this option through a selection mechanism.
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Transfer of Airspace

The Government is determined to ensure that property 

transactions are taxed fairly and transparently. Certain 

arrangements involving the sale of airspace have been identified 

that may result in tax being calculated on only part of the actual 

value of a completed property.

Accordingly, the Government will introduce targeted measures 

requiring more comprehensive disclosure of the agreed total 

consideration for such developments, strengthening valuation 

and verification procedures, and ensuring that transactions are 

taxed according to their economic substance. The measures 

will also address arrangements involving intermediaries or 

developers who do not appear directly on the deed of transfer.

These reforms will safeguard public revenue and promote a 

level playing field for operators who meet their obligations, 

while preserving legitimate development practices. Following 

consultation with the relevant stakeholders, the new framework 

will apply prospectively and provide clear guidance and legal 

certainty for buyers, developers and professionals.

New VAT mechanism in the construction sector

Another reform we will undertake is the introduction of a new 

mechanism in the construction sector aimed at addressing 

potential VAT abuse.

For transactions that will be covered by this mechanism, VAT 

liability will shift from the supplier to the purchasing business. 
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That business will be required to calculate and declare the VAT 

due on its purchases and will be able to deduct the same VAT, 

provided it meets the eligibility requirements under the law.

In this way, VAT will no longer be paid to the supplier, thereby 

eliminating the risk of suppliers collecting VAT from customers 

and retaining it instead of remitting it to the Government. At the 

same time, we will reduce the possibility of VAT refunds being 

claimed on amounts that were never paid, including through 

false invoices or fictitious transactions.

Through this mechanism, we will protect public funds and ensure 

that reputable businesses in this sector can compete on a fair 

and level playing field.

Strengthening obligations regarding VAT invoices and tax 
receipts

This Government remains committed to ensuring fair competition 

and a level playing field for all businesses. Businesses that comply 

with their VAT obligations must not be placed at a disadvantage 

by those that seek to abuse the system.

Therefore, we will introduce a more efficient and effective 

mechanism to enforce the obligation to issue correct invoices 

and fiscal receipts. Instead of resorting immediately to criminal 

proceedings, we will introduce a system of administrative 

penalties that builds on the existing compromise fines 

mechanism, while allowing infringements to be addressed more 

quickly.
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The penalties will be €100 for the first infringement, €200 for 

the second and €400 for the third, with a penalty of €500 for 

the fourth and every subsequent infringement within a 24-month 

period. Where the penalty is paid within 30 days, criminal liability 

for the infringement covered by that penalty will be extinguished.

But our work does not stop with the payment of penalties and 

fines. Thanks to the millions of euros we have invested in new 

technology and risk analysis within the Malta Tax and Customs 

Administration, information about these infringements will also 

feed into the risk assessment system. These infringements will 

increase the risk score of the business concerned and, therefore, 

the likelihood of its being selected for an audit, inspection or 

investigation.

In this way, any infringement will also help us identify where 

greater scrutiny is warranted, enabling us to tackle VAT evasion 

in a more targeted way and protecting businesses that comply 

with the law.

Fair competition and consistent application of the VAT 
exemption on food

To further ensure fair competition, we are also working on 

guidelines to clarify the application of the VAT exemption on 

food. This is particularly important in the case of ready-to-eat 

food sold by supermarkets, minimarkets and convenience stores, 

which compete with one other as well as directly with restaurants 

offering similar products.
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These guidelines will provide operators with greater certainty 

regarding the VAT treatment applicable to their supplies, 

ensuring that the exemption is applied fairly, correctly and 

consistently across the sector. In this way, we will avoid having 

different interpretations that coulc create an unfair advantage 

for some operators at the expense of others. 
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CHAPTER 5. FISCAL POSITION 

Mr Speaker,

If I had to sum up tonight’s entire speech in just a few words, 

I would use the phrase, “Peace of Mind”. This is because, Mr 

Speaker, the Maltese and Gozitan people, and all those watching 

us at this time, should feel reassured. That peace of mind comes 

from the fact that, despite everything happening around us, and 

despite the ever-growing challenges and shocks we face, our 

country’s financial position remains strong.

A few weeks ago, I spoke about fiscal responsibility and the need 

to stay the course in the face of these challenges.

The Opposition accused me of tightening the belt. I say that we 

are being socially just while continuing to invest.

The Opposition claimed that the country's financial position is 

dire. I say that, despite the substantial increase in energy prices, 

we continue to provide certainty by maintaining price stability.

The Opposition challenged us, saying, “Let us see how capable 

the Government is of honouring its promises.” Yet here I stand 

tonight, having presented a clear answer through the measures I 

have just outlined, to those who have never had, and still do not 

have, the credentials to manage our country’s finances.
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Mr Speaker, I say this because their words reveal their true nature. 

The faces may have changed, but their actions, their thinking 

and their capabilities remain the same.

Had those on the other side of the House been in Government 

today, faced with the same circumstances, rest assured, Mr 

Speaker, that they would have landed the country in an excessive 

deficit procedure, found an excuse to pass the burden of higher 

energy prices on to the people, and then claimed that the 

promises they had made could no longer be fulfilled.

Instead, we stand here today, once again maintaining stable 

energy prices, honouring a major pledge in our electoral 

programme, continuing to provide more support to families and 

pensioners, and encouraging investment. And we are doing all 

this while upholding the most important principle of all: keeping 

the country’s deficit below 3.0 percent of the gross domestic 

product.

That, Mr Speaker, is the difference between those who are 

competent and those who are not. As we say in Maltese, leave 

the job to those who know how to do it.

I will now turn to the fiscal estimates for next year.
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The Deficit

Mr Speaker,

A year ago, I forecast that we would close 2025 with a deficit of 

3.3 per cent and record a deficit of 2.8 per cent in 2026. We all 

know that we ended 2025 with a much lower deficit of 2.1 per 

cent. This achievement was driven by significantly better-than-

expected revenue.

As I had already begun to anticipate earlier this year, when 

another conflict broke out in the Middle East, the deficit could 

increase as a result of higher subsidies needed to offset rising 

energy prices. Indeed, we now expect to close this year with a 

deficit of 2.6 percent, which is nevertheless lower than the figure 

we had forecast last year.

For next year, given that energy prices will remain at their current 

levels, we are projecting a deficit of 2.6 per cent, the same as this 

year. It is worth pointing out here, Mr Speaker, so that everyone 

fully appreciates the scale of our intervention in the energy 

sector, that energy subsidies account for approximately half of 

the country’s deficit, equivalent to 1.4 per cent of gross domestic 

product. Had it not been for the shocks experienced over the 

past 6 months, next year’s deficit would have been almost 1.0 

percentage point lower than the figure I have just announced.

Revenue and expenditure

I move on now to give an account of the figures relating to the 

Government’s revenue and expenditure.
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Government revenue for next year is expected to reach €10.1 

billion, an increase of €1.0 billion over the amount projected for 

this year. Tax revenue is expected to total €9.0 billion, an increase 

of €645 million over this year. Non-tax revenue is projected to 

reach €1.1 billion, representing an increase of €359 million over 

this year.

Total government expenditure is also expected to increase by just 

under €1.0 billion. Recurrent expenditure is projected to reach 

€9.4 billion, while capital expenditure is expected to amount to 

almost €1.5 billion. In terms of increases, recurrent expenditure 

will rise by €711 million and capital expenditure by €283 million. 

I must point out that approximately €390 million of next year’s 

capital expenditure will be financed through European Union 

funds, €90 million more than the amount received this year.

From what I have just outlined, Mr Speaker, it is clear that 

capital expenditure is a priority for this Government. This is 

the responsible way of doing things. I call it prudence. The 

Opposition calls it austerity. Go figure.

Debt

I now turn to Government borrowing. Here too, the Opposition 

tries to frighten people with the bogeyman. Month after month, 

they continue to paint a picture of a country where everything 

is falling apart and we are on the verge of collapse. I will have 

to disappoint them here too, Mr Speaker.
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Last year, I stated that the debt-to-GDP ratio for this year was 

expected to be 47.3 per cent. Our current estimate is lower, at 

46.7 per cent, despite the substantial impact of rising energy 

costs. And this, Mr Speaker, is precisely where we demonstrate 

our competence as a Government that knows how to manage 

the country’s finances. Next year, we anticipate a further financial 

burden of no less than €400 million due to energy costs. Yet the 

debt-to-GDP ratio is expected to remain virtually unchanged, 

at 46.8 per cent.

This is not magic, Mr Speaker. It is the result of prudent 

management and competence. Just look at the difference: the 

International Monetary Fund is warning certain governments 

that they must cut expenditure because their debt has spiralled, 

while the interest burden has risen to such an extent that, even 

without any increase in spending, their debt will continue to grow 

substantially against a backdrop of economic stagnation. On the 

one hand, we see the reality in certain European countries: rising 

debt burdens, struggling economies, businesses weighed down 

by soaring energy costs and, yes, people taking to the streets, 

smashing and burning whatever stands in their way.

The life we enjoy here in our country is also a reality. A reality, 

however, made possible by decisions taken over the years.

Here, I would like to reiterate an important point. The Opposition 

constantly attacks the Government over the increase in public 

debt. Yet it conveniently fails to mention that the debt-to-GDP 

ratio has remained stable, or to acknowledge why we had to 

borrow in recent years.
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Let me remind the House that around 70.0 per cent of the 

increase in debt resulted from the pandemic, the various energy 

crises and the need to finance the closure of the national airline 

and the establishment of a new one – a subject to which I will 

return later. So I ask the Opposition: which of these decisions 

would you not have taken? Which of these burdens would you 

have passed on the people? Which forms of assistance would 

you have withheld? I suspect we should not hold our breath 

waiting for answers to these questions.

I imagine they will point out that there was a further increase 

of approximately 30.0 per cent that I have not addressed. My 

answer here, too, is clear. While this Government has achieved 

a great deal, and indeed, that is why the economy has remained 

strong, I have no hesitation in accepting responsibility for the 

fact that perhaps more could have been achieved with less. I do 

not claim to be perfect. But I will say one thing to the people 

of Malta and Gozo: while other countries are deeply concerned 

about the possibility of a financial markets crisis triggered by 

their ever-rising debt burdens, I can stand here once again 

and offer peace of mind and reassurance that, throughout this 

legislature, we will continue working to reduce the debt burden, 

as I have repeatedly stated in recent months. 
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Table 5.1: Fiscal Position 2025 - 2026

Consolidated Fund 
Tax Revenue 7,447,716 7,814,205 8,357,535 
Non-Tax Revenue 624,172 606,424 720,945 

Total Revenue 8,071,888 8,420,629 9,078,480 
Recurrent Expenditure 7,485,686 7,813,174 8,387,872 
Capital Expenditure 1,113,506 1,123,513 1,169,250 

Primary Balance (527,304) (516,058) (478,642)
Interest Payments 296,620 335,942 325,942 
Recurrent Surplus / (Deficit) 289,582 271,513 364,666 

Consolidated Fund Surplus / (Deficit) (823,924) (852,000) (804,584)

Financing
Direct Loan Repayments (459,455) (958,472) (958,698) 
Early Repayment of MGRSB (5,905) (5,755) (5,295) 
Foreign Loan Repayment (80,000)  -   -  
Contributions to Sinking Funds - Foreign (30) (30) (30) 
Contribution to Special MGS Sinking Fund (30,000) (30,000) (30,000) 
Equity Acquisition (280) (50) (10,050) 
Repayment of Loans to Government 5,338  2,784  6,652  
Sale of Shares / Assets  -   -   -  

(570,332) (991,523) (997,421) 

Public Sector Borrowing Requirement (1,394,256) (1,843,523) (1,802,005) 
Foreign Loans 77,850   -   -  
Consolidated Fund balance as on 1 January (866,322) (985,022) (862,979) 
Local Loans 1,319,749  1,900,000  1,900,000  

453,427  914,978  1,037,021  
Consolidated Fund balance as on 31 December (862,979) (928,545) (764,984) 

   Consolidated Fund Surplus / (Deficit) (823,924) (852,000) (804,584) 
318,241  101,000  125,584  

(505,683) (751,000) (679,000) 

FISCAL POSITION 2025 - 2026

2025 2026

€ '000 € '000 € '000
Approved

   General Government Adjustments 
   General Government Surplus / (Deficit) 
   Gross Domestic Product

General Government Surplus /(Deficit) 
as a % of Gross Domestic Product -2.1%

24,664,030 26,408,200 26,347,600

-2.8%

Actual Revised

-2.6%



53

Table 5.2: Fiscal Position 2025 - 2029
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Table 5.3: Statement of Public Debt

€ '000

2025 2026 2027 2028 2029

Malta Government Stocks 9,245,058 10,311,698 11,199,159 12,042,434 12,822,024

Malta Government Retail Savings Bonds 287,672 189,862 184,764 117,549 50,845

Treasury Bills 775,319 689,791 630,230 569,417 596,838

Foreign Loans 490,079 489,965 489,850 489,850 382,850

EBU's / Local Councils 167,669 167,729 167,729 167,729 167,729

Currency 111,672 125,609 130,890 136,172 141,454

ESA Rerouted Debt 332,606 330,149 327,816 325,424 322,971

General Government Public Debt 11,410,075 12,304,803 13,130,438 13,848,575 14,484,711

Gross Domestic Product 24,664,030 26,347,600 28,080,200 29,821,100 31,610,400

Debt as a % of Gross Domestic Product 46.26% 46.70% 46.76% 46.44% 45.82%

STATEMENT OF PUBLIC DEBT
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CHAPTER 6. THE GOVERNMENT’S WORK

Mr Speaker,

I will now turn to the Government’s plans and initiatives for the 

coming year.

Economy

No people or country can prosper without a strong economy. 

As a Government, we will continue to do our utmost to ensure 

that our economy not only continues to grow but also generates 

more high-quality wealth.

To this end, Malta Enterprise will continue to support businesses 

and industry through its various schemes. We will maintain 

incentives that support digitalisation, the transition towards 

greater automation and investment that generates high-quality 

added value. We will also offer various incentives to attract new 

niche sectors and further strengthen existing ones. This is how 

we will continue to diversify our economy.

In the financial sector, collaboration between the regulator and 

the MFSAC will continue, with the aim of improving the regulatory 

and administrative framework to attract further investment in 

this field. Family offices, crypto companies, fintech and aircraft 

leasing are all areas in which considerable work has already 

been undertaken, and their presence in our country continues 

to grow and strengthen.
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In the tourism sector, our country has made significant strides. 

Thanks to improved connectivity, tourist arrivals have increased 

throughout the year, and we are likely to exceed 4.5 million 

tourists this year. But now we must look further ahead. In the 

coming months, we will review the incentives offered to airlines 

to attract tourists to our country. Such incentives must be more 

carefully designed to attract more tourists during the so-called 

shoulder and winter months. These same incentives must also 

be more targeted towards destinations that attract higher-value 

tourists.

I cannot speak about tourism without mentioning our national 

airline, KM Malta Airlines (KMMA). Over the past few months, 

work has been undertaken to gauge market interest in identifying 

a strategic partner for KMMA. By strategic partner, we mean 

another airline that can provide KMMA with the benefits of 

economies of scale, together with opportunities to expand its 

business. I must say that a number of non-disclosure agreements 

have been signed and that discussions are ongoing with several 

companies. Once these discussions have reached a sufficiently 

advanced stage, we will communicate the necessary information 

to ensure that everyone is informed of the way forward.

Schemes

Mr Speaker, over the past years, the Government has introduced 

new incentive schemes on an annual basis, whether in housing, 

to help people purchase or renovate their homes, in support of 

non-governmental organisations and sports organisations, for 

the purchase of electric vehicles, or in the field of renewable 

energy. The list of these schemes is extensive.
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I want to reassure everyone following this speech that all the 

schemes currently in place will be renewed next year, across all 

sectors and in their existing forms.

Health

Investment in healthcare infrastructure has a clear goal: greater 

capacity, better care and services closer to the patient.

At Mater Dei Hospital, work has begun on the extension of 

the Emergency Department, which will double its treatment 

capacity from 35 to 70 spaces. We will also provide improved 

paediatric care facilities and dedicated spaces for our healthcare 

professionals to work and train. A new 135-bed mental health 

unit, complete with a therapeutic garden, will also be built. 

We will also invest in a new building for the Medical Imaging 

Department.

In Gozo, we will continue implementing the master plan for the 

Gozo General Hospital. We are planning nine additional outpatient 

clinics and an operating theatre for minor procedures. We will 

also expand the existing operating theatres and are planning 

a dedicated space for women’s health services. Expanding 

healthcare services in Gozo will not only reduce the need for 

Gozitan patients to travel to Malta but will also enable these 

services to complement those provided at Mater Dei Hospital, 

helping to improve patient care and reduce waiting times.
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Work is also under way in connection with the master plan for the 

regeneration of Karin Grech Hospital and St Luke’s Hospital, with 

the aim of revitalising these facilities to better serve patients.

At present, the Government covers the travel costs of patients 

who need to receive medical treatment abroad. In the case 

of children receiving treatment abroad, the Government also 

covers the costs of both parents. I want to announce that, from 

next year, we will also begin covering the costs of one person 

accompanying an adult receiving treatment abroad.

Energy

The investment being undertaken by Enemalta is already 

delivering results. Since 2023, 208 new substations have been 

completed, more than 270 kilometres of cables have been laid, 

and essential equipment has been modernised. New distribution 

centres have also been completed in Naxxar, Siġġiewi, and Msida 

where an investment of €9 million doubled the capacity of the 

existing centre. In recent weeks, Enemalta launched the process 

to install two new 33 kV submarine electricity cables between 

Malta and Gozo, as part of a wider investment programme to 

strengthen the capacity, resilience and security of the islands’ 

electricity supply.

When it comes to electricity distribution, we will invest around 

€75 million in the coming year, while continuing to develop a 

more secure, sustainable and independent system. The second 

interconnector with Sicily will double our interconnection 

capacity, while technical studies are under way for a third 
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interconnector and a new 132 kV connection between Malta 

and Gozo. Meanwhile, studies are continuing on the project 

for Malta’s first offshore wind farm, with a projected capacity 

of 300MW, and we are continuing to explore opportunities to 

import renewable energy from North Africa.

Beyond elecricity supply, we also need greater energy storage 

capacity. We therefore remain determined to invest in large-

scale batteries, providing the system with the flexibility and 

resilience it needs, while also creating opportunities for more 

domestic batteries. This investment will facilitate access to more 

renewable energy which, among other things, should help our 

country achieve its ambitious target of obtaining 25.0 per cent 

of its energy from renewable sources by 2030. In this regard, 

we are already making substantial progress, as in 2025 we had 

already reached 18.8 percent.

Infrastructure

Investment in our country’s infrastructure over the past years 

has been unprecedented.

In 2027, work will continue on several important infrastructure 

projects, with millions of euros being invested in roads to 

improve connectivity, as well as in maritime infrastructure. 

These projects include the Msida Creek project, the extension 

of Pinto Wharves 4 and 5 and Lascaris Wharf, and the shore 

power supply project in the southern part of the Grand Harbour 

and at Lascaris Wharf, which is scheduled for completion by the 

end of 2028. Work will also continue on the slipway and berm 

project in Birżebbuġa, among other initiatives. These investments 
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reaffirm our commitment to further strengthening the country’s 

infrastructure.

Education and Culture

A country’s prosperity also depends on the education of its 

people and the protection and cultivation of its culture. As in 

previous years, we will continue to invest heavily in education, 

not only to provide the best possible equipment and learning 

environments at every level, but also to further develop the 

sector’s human resources and ensure the highest standards 

of teaching for our students. We will also continue working 

to ensure that our education system caters for every student 

through different forms of learning. We want to ensure not 

only that no one is left behind, but also that everyone has the 

opportunity to progress further than previous generations.

Elite athletes representing Malta in international competitions 

will benefit from ten days paid sports leave when competing 

in European or world championships. This will also extend to 

accompanying members of their technical and medical teams, 

ensuring that they do not have to use their personal leave.

In the cultural sector, we will continue to invest and do everything 

possible to safeguard the cultural heritage we have inherited. 

Furthermore, we will continue to allocate additional resources to 

ensure that this sector, which has made considerable progress in 

recent years, and which provides employment opportunities for 

many people, continues to improve and advance in the coming 

years.
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Environment, Agriculture and Fisheries

We will continue to allocate more funds, both recurrent and 

capital, to care and preservation of the Maltese landscape. We 

intend to achieve this by maintaining existing recreational spaces 

and by regenerating other areas that are currently neglected.

We must also protect the Maltese environment by ensuring 

that the land currently cultivated by our farmers continues to 

be farmed. We will see to it that we continue to provide all the 

necessary financial and technical support to farmers, fishermen, 

livestock breeders and everyone involved in food production 

and supply. The work carried out by these people is invaluable 

because they not only provide us with the food we consume 

every day but also help maintain the natural balance of our 

countryside and the seas surrounding our islands. 
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CHAPTER 7. CONCLUSION 

Mr Speaker,

For years, we have witnessed record-breaking economic growth.

And we have reason to be proud of that progress.

Through that growth, we have seen wages increase, greater 

opportunities for people to improve their social and economic 

circumstances, and a country that has advanced on many fronts.

But Mr Speaker, now is the time to take another major leap 

forward in our country’s economic development.

Just as we created the conditions that paved the way for our 

country’s economic success in previous years, we will once again 

set a clear direction for where we want our country to go in the 

years ahead.

At a time when the pace of change around us is accelerating, we 

must also evolve our economic model at a faster pace.

Unless we invest more in improving skills and productivity, we will 

not be able to thrive in a modern economy increasingly shaped 

by artificial intelligence. The solutions that worked in the past 

will no longer work in the long run.
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We must invest more. Both as a Government as well as in 

the private sector. And so, we want a much more productive 

economy. An economy that generates significantly higher added 

value. We must greatly strengthen our country’s infrastructure 

to ensure that it meets the needs of our people.

We must adopt an increasingly long-term perspective.

Mr Speaker,

Our economic model has delivered strong results.

But now is the time to give it another boost.

And for that to happen, we must continue to change the way 

we work.

Through the measures announced in this Budget, we are sending 

clear signals.

We are reducing tax for businesses that reinvest their profits. 

At the same time, we are sending a clear signal that we want to 

reduce our dependency on more foreign workers.

We are increasing the contributions associated with the 

employment of third-country workers and with tourism, so that 

these activities bear a fairer share of the costs they generate, 

while encouraging greater investment in technology, productivity 

and higher-quality tourism.
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This is a long-term process. It is not a change that will transform 

everything in a single year. But if we remain consistent in our 

approach, I believe we will achieve the desired results.

The model that has served us well since 2013 must continue to 

evolve if it is to serve us well in the future.

We will develop the way our economy grows, but not the 

principles on which we have built its success. And that is why 

this Budget is one of the most important in recent years.

Mr Speaker, there are things that are about to change, and others 

that we will not allow anyone to change.

Above all, our commitment to continue protecting Maltese and 

Gozitan families.

We will continue to keep energy and fuel prices stable.

We will continue to lower taxes.

We will continue to increase pensions.

And yes, we will honour our promise to deliver the Super Bonus.

We are able to do all this because we have managed the country’s 

finances prudently, and because we believe that a Government 

must serve as a shield for its people.
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For months, the Opposition tried to frighten families about what 

lay ahead.

Today, they have their answer.

Once again, they have been presented with another resilient, 

responsible Budget that honours its promises.

The Opposition has had every opportunity to put forward its 

vision for our country, to explain what it would do about foreign 

workers, and to present an alternative economic model for the 

future.

Instead, it had to be a Labour Government, now in its thirteenth 

year in office, to once again be the only political force in this 

country offering solutions and a clear sense of direction.

It has fallen to a Labour Government to remain the protector of 

families in the face of challenges abroad.

I am disappointed with the Opposition, but not surprised – 

because you cannot have a foot in both camps.

Today, we have shown that we have the courage to change what 

needs to be changed.

Therefore, continue to give us strength to ensure that fear does 

not triumph over hope.
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Because with your courage, we have protected families.

With your courage, we taken difficult decisions.

With your courage, we will not falter in the face of a storm.

You gave us that courage last May. And we will not betray it.

For the future of our country will not be built by those who fear 
change, but by those who have the courage to bring it about. 
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