
2014/15 
Hong Kong Budget 

Introduction

The Hong Kong budget for the year of 2014/15 was delivered on 26 Feb 
2014 and the relevant tax concessions was passed by the Legislative Council 
on 25 Jun 2014.

The budget addresses several areas which can be broadly classified as follows:
(1)   enhancing competitiveness; 
(2)   developing industries; 
(3)   maintaining the health of public finance; 
(4)   fostering favorable living and business environments; and
(5)   ensuring self-reliant sustainable growth.

A number of measures in areas such as strengthening Hong Kong’s pillar 
industries, enhancing financial structure, encouraging development of innovation 
and technology industries, developing Hong Kong as a smart city with a wider 
use of information technology infrastructure, enhancing physical infrastructure, 
increasing residential and commercial land, enhancing social welfare for aged 
population and reinforcing healthcare services have been proposed in the budget 
to meet the above objectives.

Economic Data
The Gross Domestic Product (“GDP”) grew by 2.9% for 2013, which is a marked 
improvement over 1.5% in 2012.  GDP growth of 3% to 4% is forecasted for 
2014, lower than the average annual growth rate of 4.5% over the past decade. 

The average headline inflation rate for 2013 as a whole was 4.3%, while the 
underlying inflation rate is 4%.  The headline inflation for 2014 is estimated to be 
on average of 4.6% and underlying inflation at 3.7%.

The government revised its consolidated budget estimate to be HK$12 billion 
surplus for 2013/14, while the original estimate is $4.9 billion deficit. 

The government predicts a consolidated surplus of HK$9.1 billion for 2014/15.
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Tax Measures

The  tax measures include the following:
(1)   Waive 75% of profits tax for 2013/14, subject to a ceiling of HK$10,000, to be deducted from the 
        taxpayer's final tax payable for the year.
(2)   Waive 75% of salaries tax and tax under personal assessment for 2013/14, subject to a ceiling of 
        HK$10,000, to be deducted from the taxpayer's final tax payable for the year.
(3)   Waive rates for the first two quarters of 2014/15, subject to a ceiling of $1,500 per quarter for each 
        ratable property.
(4)   Increase the allowance for maintaining a dependent parent / grandparent allowance aged 60 or above 
        from HK$38,000 to HK$40,000 for 2014/15.  The same increase applies to the additional allowance 
        for taxpayers residing with these parents / grandparents continuously throughout the year.
(5)   Increase the allowance for maintaining a dependent parent / grandparent allowance aged 55 to 59 from 
        HK$19,000 to HK$20,000 for 2014/15.  The same increase applies to the additional allowance for 
        taxpayers residing with these parents / grandparents continuously throughout the year.
(6)   Increase the deduction ceiling for elderly residential care expenses from HK$76,000 to HK$80,000.
(7)   Waive stamp duty on the trading of all exchange traded funds to lower transaction costs.
(8)   Review requirements under Inland Revenue Ordinance for interest deduction in the taxation of 
        treasury activities to draw more of these activities to Hong Kong.
(9)   To extend the First Registration Tax exemption of electric vehicles by 3 years.

Items (1) to (3) above are one-off tax measures.

Non-Tax Measures

Some of the non-tax measures are as follows:
(1)   Pay one month’s rent for public housing tenants.
(2)   Provide one additional month of Comprehensive Social Security Assistance payment, Old Age 
        Allowance, Old Age Living Allowance and Disability Allowance.
(3)   Issue "iBond" (i.e. inflation-linked retail bonds) worth up to $10 billion.
(4)   Continue the implementation of the Small Business Policy scheme by the Hong Kong Export Credit 
        Insurance Corporation to allow Small and Medium-sized Enterprises (“SMEs”) engaging in export 
        trade more flexibility in taking out insurance cover.
(5)   Extend application period for special concessionary measures under the SMEs Financing Guarantee 
        Scheme for one year.
(6)   Work with Guangdong Province for early achievement of liberalization of trade in services between 
        Hong Kong and Guangdong.
(7)   Reserve HK$45 million for providing services and concessions for conventions and exhibitions in the 
        coming three years.
(8)   Set up an Enterprise Support Programme under the Innovation and Technology Fund (“ITF”) to 
        support research and development activities in private companies, subject to a ceiling of HK$10 
        million.
(9)   Extend the scope of ITF to fund development work and system integration, industrial design, 
        compliance testing and clinical trials.
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(10)  Develop an interactive portal to pool all stakeholders in the startup community to promote inventions 
         and innovations as well as attract funding.
(11)  Increase duty on cigarettes to protect the health of the people.
(12)  Embark HK$50 million to support retailers on a matching fund basis for the use of information 
         technology applications and other technologies.
(13)  Earmark HK$11.4 billion for the ex-gratia payment scheme to phase out all pre-Euro IV diesel 
         commercial vehicles by 2020.
(14)  The 2014/15 Land Sale Program will include 34 residential sites and 7 commercial / business sites.
(15)  Support the financing of the third runway.

Items (1) and (2) above are one-off non-tax measures.

Conclusion

In the 2014/15 budget, the government forecasted that a structural deficit will become unavoidable within 
7 to 15 years brought about by an aging population, increasing welfare expenditure and the relatively 
constrained growth of a mature economy.  We appreciate the government for bringing this issue into focus.  
This inevitable problem is close yet there is still time for us to take corrective action.

With regard to the expected structural deficit and an estimated slowdown of the territory’s GDP growth in 
the coming year, the Financial Secretary makes it clear the need to enhance business competitiveness and 
to move companies into higher value-added sectors of their industries as ways of increasing tax revenue.  

The budget proposes a number of measures in strengthening Hong Kong’s pillar industries (i.e. financial 
services, trading and logistics industry, tourism, and business and professional services) such as 
accelerating the development of Hong Kong as offshore Renminbi business centre, waving the stamp duty 
of all ETFs transactions, completing the midfield development of Hong Kong International Airport in 
2015, hosting more attractive mega events, offering more diverse and novel choice of hotel 
accommodation, positioning Hong Kong as the intellectual property trading hub, etc.  

In particular, the budget has an extensive focus of encouraging the development of innovation and 
technology industry with a view to diversifying the territory’s competitiveness and raising productivity of 
all sectors.  Measures in this area include granting HK$24 million each year to universities in Hong Kong 
for research and development projects and extending the scope of funding by the Innovation and 
Technology Fund.  

Further, the budget recognized the importance of developing the SMEs sector.  Over the years, the 
government has rolled out an array of measures to support their development.  The budget addresses that 
the government will continue to lend tremendous support to local SMEs in financing, market expansion, 
brand building and productivity enhancement.  

A greater use of working groups is evident in this year’s budget.  Bodies such as the Financial Services 
Development Council and the Long Term Fiscal Planning Working Group which was convened in 2013 
have leveraged their in-depth industry experience in recommending a number of initiatives.  
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Key recommendations include preserving, stabilizing and broadening the revenue base, controlling public 
expenditure at or around 20% of GDP and establishing a future fund for investing surplus revenue for 
future needs in order to tackle the foreseeable problem of structural deficit. 

With regard to preserving the tax base, the government will step up tax enforcement and combat tax 
evasion and avoidance in order to recover tax payable.  It is expected that the Inland Revenue Department 
will gear up in tackling perceived abusive tax arrangements and continue to demonstrate its commitment to 
protect the government revenue and be a responsible member of the international community on fiscal 
matters.

Despite that a focus on preserving the tax base is generally welcome, this year’s budget does not address 
the request of engaging a public debate on expanding the tax base which has long been advocated by 
numerous professional bodies.  In view of the increasing recurrent expenditure on social welfare and public 
healthcare, we consider that consulting on broadening the tax base would be timely at this stage, but 
arguments will need to be clearly made to convince the Hong Kong people of the need for change.

It is doubtless that the ageing population will pose sustained challenges to public finances.  The 
conclusions and recommendations of the workings groups have provided scientific and objective basis for 
the community to better understand the issue.  While the government will need to put extra effort into 
expenditure review and efficiency measures, every one of us as a member of the community, should also 
be proactive, rational and pragmatic and take early actions to address the challenges ahead when our public 
finance are still healthy.  

Tax Table

Salaries Tax

Tax Rates  2013/14

First HK$ 40,000 

Next HK$ 40,000

Next HK$ 40,000

On the remainder

Standard rate

 2%

 7%

12%

17%

15%

2014/15 

 2%

 7%

12%

17%

15%
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Dependent brother / sister allowance (for whom no 
child allowance has been claimed by his / her parent)

Disabled dependent allowance (in addition to any 
allowances already granted for the disabled person)                      

           

residing with taxpayer throughout the year

Aged 55 to 59

not residing with taxpayer

residing with taxpayer throughout the year                       

HK$   70,000

HK$   38,000

HK$   76,000

HK$   19,000

 HK$   38,000

HK$   70,000

 HK$   40,000

  HK$   80,000

   HK$   20,000

 HK$   40,000

Other years

Dependent parent / grandparent allowance

Aged 60 or above

not residing with taxpayer

Single parent allowance HK$ 120,000

HK$   66,000

 HK$ 120,000

HK$   66,000

HK$   33,000    HK$   33,000

Maximum Deductions

Self-education expenses

Home loan interest

Elderly residential care expenses

Contributions to recognised retirement schemes

Charitable donations

Profits Tax 

Tax Rates 

16.5%

15%

  2013/14             2014/15 

HK$   80,000

HK$ 100,000

HK$   80,000

HK$   17,500

35% of assessable income

 HK$   80,000

HK$ 100,000

HK$   76,000

 HK$   15,000

35% of assessable income

2014/15 

Corporation (i.e. limited company)       

Unincorporated business (i.e. sole-proprietor or partnership)

Personal Allowances               

HK$ 120,000

HK$ 240,000

 HK$ 140,000

    2014/15 

HK$ 120,000

HK$ 240,000

HK$ 140,000

2013/14  

Basic allowance

Married person's allowance

Child allowance

1st to 9th child (each)

Year of birth
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Environmental Protection Installations 
Ancillary to Buildings 

   Allowance rate on qualifying expenditure

Annual allowance  20%

Refurbishment Allowance

Allowance rate on qualifying expenditure

Annual allowance 20% until residue is reduced to nil

Commercial Building Allowance

Allowance rate on qualifying expenditure

Annual allowance 4% 

Industrial Building Allowance

Allowance rate on qualifying expenditure

Initial allowance 20%

Annual allowance 4%

     2014/15

     2014/15

2014/15

2014/15

Prescribed Fixed Assets

  Allowance rate on qualifying expenditure

Outright deduction   100%

      2014/15

Plant and Machinery 

Environmental protection machinery and vehicles 100%

Initial allowance 60%

Allowance rate on qualifying expenditure

2014/15

Other qualifying expenditures

Annual allowance (depends on the nature of the asset) 10%, 20% or 30%
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Property Tax 

Property tax is charged on the owner of any land or buildings in Hong Kong at standard rate of 15% for 
2014/15 (2013/14: 15%) on the net assessable value of such land or buildings.

Stamp Duty 

1. Ad Valorem Stamp Duty
If:
(a)  any company or individual who acquires a residential or non-residential property in Hong Kong on or 
       before 22 February 2013; or
(b)  a Hong Kong Permanent Resident acquires a Hong Kong residential property on or after 23 February 
       2013, and he / she does not own any other residential property in Hong Kong at the time of acquisition; 
       then

stamp duty is chargeable at the higher of the purchase consideration or market value of the acquired
property at ad valorem rates specified in Table A below.

Consideration or market value of the property (whichever is higher) Duty Rate

Up to HK$  2,000,000

HK$  2,000,001 –  HK$  2,351,760

 HK$  2,351,761 –  HK$  3,000,000

HK$  3,000,001 –  HK$  3,290,320

HK$  3,290,321 –  HK$  4,000,000

HK$  4,000,001 –  HK$  4,428,570

HK$  4,428,571 –  HK$  6,000,000

HK$  6,000,001 –  HK$  6,720,000

HK$  6,720,001 – HK$ 20,000,000

HK$ 20,000,001 – HK$ 21,739,120

Above HK$ 21,739,120

HK$100

HK$        100 + 10% of excess over HK$   2,000,000

1.5%

HK$   45,000 + 10% of excess over HK$  3,000,000 

 2.25%

HK$   90,000 + 10% of excess over HK$  4,000,000 

 3%

HK$ 180,000 + 10% of excess over HK$   6,000,000

3.75%

HK$ 750,000 + 10% of excess over HK$ 20,000,000

 4.25%

Ad Valorem Stamp Duty (Table A)
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2. Special Stamp Duty
On top of the ad valorem stamp duty, special stamp duty is chargeable on any individual or company for 
disposal of residential properties acquired during certain relevant periods and resold within specific time 
limit of ownership.

If the residential property is acquired between 20 November 2010 and 26 October 2012, the Special Stamp 
Duty is chargeable at the following rates on the higher of the purchase consideration or the market value of 
the residential property:

HK$   2,176,471 – HK$   3,000,000

HK$   3,000,001 – HK$   3,290,330

HK$   3,290,331 – HK$   4,000,000

HK$   4,000,001 – HK$   4,428,580

HK$   4,428,581 – HK$   6,000,000

HK$   6,000,001 – HK$   6,720,000

HK$   6,720,001 – HK$ 20,000,000

HK$ 20,000,001 – HK$ 21,739,130

Above HK$ 21,739,130

3%

HK$     90,000 + 20% of excess over HK$   3,000,000 

4.5%

HK$   180,000 + 20% of excess over HK$    4,000,000

6%

HK$    360,000 + 20% of excess over HK$   6,000,000

7.5%

HK$ 1,500,000 + 20% of excess over HK$ 20,000,000

8.5%

Holding Period (Months)  Rate

≤6 15%

>6 but ≤12 10%

>12 but ≤24     5%

Ad Valorem Stamp Duty (Table B)

Consideration or market value of the property 
(whichever is higher) Duty Rate

Up to HK$   2,000,000

HK$   2,000,001 – HK$   2,176,470

1.5%

HK$     30,000 + 20% of excess over HK$    2,000,000

Higher ad valorem rates specified in Table B below will be applied instead under the following situations:
(a)  any company or non-Hong Kong Permanent Resident who acquires a residential or non-residential 
      property in Hong Kong on or after 23 February 2013; or
(b)  a Hong Kong Permanent Resident who acquires a non-residential property in Hong Kong on or after 23 
      February 2013; or
(c)  a Hong Kong Permanent Resident who acquires a residential property in Hong Kong on or after 23 
      February 2013, and he / she already owned a residential property in Hong Kong at the time of acquisition.



3. Buyer’s Stamp Duty

On top of the ad valorem stamp duty and the Special Stamp Duty, 15% Buyers’ Stamp Duty is chargeable 
on any person, including Hong Kong companies and overseas companies, on the acquisition of Hong Kong 
residential properties on or after 27 October 2012, except for buyer who is a Hong Kong Permanent 
Resident.
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If the residential property is acquired on or after 27 October 2012, higher Special Stamp Duty rates will 
apply:

Holding Period (Months)  Rate

≤6  20%

>6 but ≤12 15%

>12 but ≤36    10%




