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 Singapore 

Budget 2026: Securing Our 
Future Together in a Changed 
World 

 

• Economic transformation and resilience come together in Budget 
2026 to design a roadmap to reset Singapore’s future 
competitiveness and growth model, accompanied by generous 
support for both businesses and households. 

• The larger-than-expected FY2025 fiscal surplus of $15.1bn (1.9% of 
GDP) is a testament to Singapore’s financial robustness while the 
projected FY26 fiscal surplus of $8.5bn (1.0% of GDP) demonstrates 
Singapore’s commitment to fiscal prudence and preserves some fiscal 
buffer in an unpredictable global environment. 

• The bold strategic bet on Artificial Intelligence (AI) as a strategic 
advantage, not just to incubate technology but to explicitly embed AI 
into the national economic architecture stood out.  Whether the 
economic payout and positive spillovers will materialise as hoped for 
will depend on whether Singapore businesses, workers and 
institutions adapt and pivot in response to the government’s strategic 
signals.   
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Riding the wave of strong economic growth momentum in 2025, expectations for 
Budget 2026 were running high for a strategy to support businesses, workers and 
households in a period of geopolitical volatility, structural changes and rapid 
technological change, as well as address medium-term challenges through bold 
reforms that will drive sustainable prosperity and resilience. Titled “Securing Our 
Future Together in a Changed World” PM Lawrence Wong’s Budget 2026 hit a lot of 
high notes and checked many wishlist boxes for households, workers and businesses.  
 
Singapore is again at a pivotal juncture. After years of generous cost-of-living support 
packages - first to cushion the pandemic’s shocks and then to help households adjust 
to rising taxes and inflation - this year’s budget marks a shift toward pragmatic, 
strategy-oriented policy, with tighter fiscal discipline and longer-term economic bets at 
its core. 
 
Despite widespread expectations for a balanced fiscal budget in FY26, after factoring in 
the higher Net Investment Returns Contribution (NIRC), the overall fiscal position 
surprised with an $8.5bn surplus (1.0% of GDP). This follows a larger-than-expected 
FY25 fiscal outturn of $15.1bn (1.9% of GDP), which is even higher than our forecast for 
$12.3bn (1.6% of GDP). A conservative and fiscally prudent footing for Budget 2026 
leaves considerable dry fiscal powder on the table to potentially support the economy 
in case downside growth risks materialise.  

 

The key highlights of Budget 2025 are as follows: 
 
Economic Strategies: What’s New? 
The standout feature of Budget 2026 is its heavy emphasis on AI. This is not your run-
of-the-mill or modest upgrade of existing tech support schedules, but an all-out 
coordinated and multifaceted push to make AI central to Singapore’s economic and 
workforce strategy for the coming years if not decades.  This is essentially pinning 
Singapore’s future growth to the AI narrative, driving AI adoption, productivity and 
innovation in four key economic pillars of advanced manufacturing, connectivity, 
finance and healthcare.  
 
To bring this AI hub from ambition to reality, a National AI Council will be established, 
and more importantly, chaired by PM Lawrence Wong to steer and coordinate national 
AI efforts. This signals that it is “mission critical” rather than optional. The messaging is 
that AI will be the transformational force to lift GDP growth to the upper end of the 2-
3% pa growth trend. Additionally, a pilot initiative titled ‘Lorong AI’ was launched as a 
dedicated co-working venue that facilitates the growth of a vibrant AI-enabled 
economy. 
 
There is a whole slew of business incentives and support programmes tied to AI. For 
instance, Budget 2026 introduces the Champions of AI programme which is designed 
to accelerate AI uptake by supporting companies that aspire to undertake holistic, 
organisation-wide AI transformation rather than in a piecemeal fashion.  
 
In particular, SMEs will be incentivised to adopt AI as the Enterprise Innovation Scheme 
will recognise AI expenditures as a qualifying activity for YA2027 and YA2028, capped 
at $50,000 per Year of Assessment across 2027 and 2028. This will help to embed AI 
not just as a tool but as a core transformation driver. In addition, the Productivity 
Solutions Grant (PSG) is increased to encompass a more extensive range of digital and 
AI-enabled solutions for firms to compete more effectively. This reflects a commitment 
to democratise access to technology beyond deep-tech startups.   
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Sectors like legal and accountancy professionals will also get a fresh impetus for 
structured AI skill development, and those who complete selected courses will receive 
six months’ free access to premium AI tools.  
 
What’s Not So New, but Retooled and Refreshed? 
To solidify gains made from earlier investments, Budget 2026 unveiled additional 
support to further develop the domestic fund management industry. To that end, the 
government announced a $1.5bn top-up to the Financial Sector Development Fund 
(FSDF), as well as the launch of a second $1.5bn tranche of the Anchor Fund to enhance 
Singapore’s attractiveness as a listing destination. 
 
Budget 2026 is also favourable to startup ecosystem. The Startup SG Equity scheme, 
which has mainly focused on early-stage fundings, will be enhanced with a $1bn top-
up and an expanded scope to cover growth-stage companies. This is critical as growth-
stage capital has tightened globally resulting in difficulties to access funding to scale. 
By keeping credit lines open, this will bolster our ambition to be a leading centre for 
growth capital and scaling Singaporean innovators. 
 
With new technologies advancing at an unprecedented scale, Singapore must be “a 
place where frontier technologies are developed, tested, and commercialised.” Budget 
2026 underlines the importance of anchoring critical segments of global value chains in 
Singapore, with $37bn to be invested into technology under the RIE2030 plan.  
 
Boosting Business Resilience and Accelerating Workforce Skills 
Budget 2026 continues Singapore’s commitment to strengthening the competitiveness 
of businesses amid rising global uncertainty. To provide immediate cost relief, the 
Government announced a 40% Corporate Income Tax rebate for YA2026, and all active 
companies employing at least one local worker will receive a minimum of $1,500, 
capped at $30,000 benefit.  
 
This is complemented by enhanced support to strengthen firms’ capacity to 
internationalise and innovate. For companies that internalise, support levels for grant 
schemes include: (a) up to 70% for SMEs and (b) up to 50% for non-SMEs (which is very 
generous!). Further fiscal incentives come in the form of an expanded cap on tax 
deduction claims from $150,000 to $400,000 under the Double Tax Deduction for 
Internationalisation scheme. The new growth markets lie further afield as Latin 
America, Middle East and even Africa were mentioned. These moves wager that 
Singapore’s future growth lies not just in our regional backyard but in global market 
integration.  
 
On the workforce front, Budget 2026 prioritises wage progression and lifelong learning 
to promote a resilient labour market. For lower-wage workers, the Local Qualifying 
Salary (LQS) will increase from $1,600 to $1,800 in 2026, supported by an enhancement 
to the Progressive Wage Credit Scheme (PWCS). PWCS co-funding support will be 
increased from 20% to 30% in 2026 and will be extended until 2028. To encourage firms 
to invest in their workers, the minimum wage increase to qualify for PWCS support 
increases from $100 to $200 in 2027. Meanwhile the quality of foreign manpower will 
be maintained through higher Employment Pass (EP) and S Pass qualifying salaries. 
From January 2027, for new applicants, EP minimum qualifying salary and S Pass 
qualifying salary increases from $5,600 to $6,000 (and $6,200 to $6,600 for financial 
services), and from $3,300 to $3,600 (and $3,800 to $4,000 for financial services) 
respectively. These moves may be painful to companies currently struggling with high 
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business costs, but are not new per se and have featured in previous budgets as part of 
the integral push for firms to upgrade and move up the value chain of activities, while 
balancing foreign talent inflows with local employment quality.  

 

On the training front, SkillsFuture Singapore will merge with Workforce Singapore into 
a new statutory board jointly overseen by MOM and MOE, creating an integrated 
system for skills training, career guidance and job matching services. The revamp will 
streamline access thereby providing a more effective and efficient experience for 
Singaporeans to identify areas for upskilling. Moreover, a positive experience would 
also encourage ongoing efforts towards upskilling and lifelong learning. Training 
support under the Workfare Skills Support scheme will also be strengthened through 
an enhanced basic tier and higher hourly training allowances for workers upgrading 
their skills. Senior workers are also not forgotten. Complementary support for seniors 
includes the extension of the Senior Employment Credit to end 2027, incentivising firms 
to retain mature workers. 

 

Addressing Household Affordability Beyond One-Off Payments 
As many Singaporeans, especially middle-income groups, still feel cost pressures from 
housing, healthcare, childcare etc. Concrete steps were provided in past Budgets to 
promote social mobility and offer greater assurance to households by providing 
financial assistance to cope with elevated costs. A cost-of-living special payment of up 
to $400 will be given to eligible Singaporean adults who require additional support in 
September. Meanwhile, eligible HDB households will also receive U-Save rebates of up 
to $570 to help with their utilities expenses. This comes after carbon tax was increased 
from $25 to $45 per tonne. Leveraging the existing CDC voucher scheme, all 
Singaporean households will receive $500 in vouchers in January 2027.  
 
Additional supports are more targeted. These are mainly for existing and aspiring 
families. For families with a Singaporean child aged 12 and below, the government will 
provide $500 in Child LifeSG credits per child. The government will also raise the 
monthly household income threshold for Infant and Childcare Additional Subsidy 
scheme from $12,000 to $15,000, thereby allowing more households to be eligible for 
preschool subsidies. Student care is also nudged in the same direction, with the income 
threshold for Student Care Fee Assistance raised to $6,500, alongside a broader review 
of the student care sector. Indeed, these measures build upon ongoing efforts to 
encourage and create conditions and confidence for young couples to start family. 
 
For lower-income households, the government has announced an enhancement to the 
ComLink+ Progress Packages, with a new payout of $500 per quarter for ComLink+ 
families who commit to working with family coaches and take active steps to make 
progress. Additionally, a larger goal-based payout tied to stable employment and good 
preschool attendance for their children.  
 
For the silver generation, there will also be further measures for seniors to age well. In 
particular, the government will provide a CPF top-up of up to $1,500 for eligible 
Singaporeans seniors to strengthen their retirement nest. Additionally, the government 
announced a top-up of $400mn to the Long-Term Care Support Fund to fund additional 
subsidies to cushion the impact of higher premiums, thereby giving our seniors greater 
assurance against long-term care costs. 
 
Elsewhere, the government remains committed in supporting social compact running 
on civic participation. The government announced a three-year extension for the 250% 
tax deduction for qualifying donations to Institutions of a Public Character and eligible 
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institutions. In parallel, the Corporate Volunteer Scheme will also receive a three-year 
extension to end-2029. A new $50mn SG Partnerships Fund is also introduced to 
catalyse ground-up initiatives and support sustained capabilities to meet community 
needs. 

 

Strengthening our Tax Regime 
To ensure our medium-term spending needs are met, Budget 2026 announced a 
calibration to taxes. The Preferential Additional Registration Fee rebate which was 
introduced to encourage timely renewal of the vehicle population will be reduced by 
45 percentage points and the rebate cap lowered to $30,000 (previous: $60,000). The 
revision will take place to all registered cars with COEs from the next bidding exercise. 
In addition, sin taxes also received a fresh (and maybe unexpected) update, with the 
government announcing a 20% increase in tobacco excise duty across all tobacco 
products, effective today. 
 
Beyond the domestic adjustments, the most consequential shift would be the 
implementation of the Top-up Tax under BEPS Pillar Two, thereby raising the effective 
tax rate for large MNCs to 15%. The urgency is therefore for Singapore to continue to 
stay competitive on a holistic basis, refresh and strengthen its investment promotion 
toolkit. 
 
What Didn’t Materialise from the Business Wishlists? 
Prior to the Budget 2026 announcement, there were hope from different quarters 
around labour flexibility, tax clarity, other business costs like rentals etc, enhanced 
support for green transition and even easing of some property market measures. While 
some of these may be clarified down the road, but the overall sense is that Budget 2026 
was a focused and targeted one rather than trying to please all constituencies.   
 
Summary 
Budget 2026 is focused on securing Singapore’s economic future and enabling us to 
navigate in this changed world with confidence. Several of the announced measures 
are responses to the recommendations announced by the Economic Strategy Review 
Committee to drive economic transformation, sustainable growth and create good 
jobs. Sticking to the ethos of fiscal discipline, these pillars are pivotal in strengthening 
our social bonds as we prepare our society for a more complex external environment 
ahead. At this juncture, a strong and sound fiscal footing provides the ability to support 
the economy and ward off any downside risks to growth if the need materialises. While 
Budget 2026 does not fundamentally break with the traditions of past budgets, the true 
measure of this budget’s transformative impact will unfold over the next few years – 
and not just in macroeconomic headline figures but also how businesses, workers and 
institutions adapt and innovate in response to the government’s strategic policy signals.   
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Source: Ministry of Finance, Annex H2 
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Source: Ministry of Finance, Annex B1 
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Source: Ministry of Finance, Annex E5 
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Source: Ministry of Finance, Annex E7  
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Disclaimers  
 
This report is solely for information purposes and general circulation only and may not be published, circulated, reproduced or distributed in whole or in part to any other person without our prior 
written consent. This report should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities/instruments mentioned herein or to participate in any particular 
trading or investment strategy. Any forecast on the economy, stock market, bond market and economic trends of the markets provided is not necessarily indicative of the future or likely performance 
of the securities/instruments. Whilst the information contained herein has been compiled from sources believed to be reliable and we have taken all reasonable care to ensure that the information 
contained in this report is not untrue or misleading at the time of publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it 
without first independently verifying its contents. The securities/instruments mentioned in this report may not be suitable for investment by all investors. Any opinion or estimate contained in this 
report is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment objectives, financial situation or particular needs of the 
recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient 
or any class of persons acting on such information or opinion or estimate. This report may cover a wide range of topics and is not intended to be a comprehensive study or to provide any 
recommendation or advice on personal investing or financial planning. Accordingly, it should not be relied on or treated as a substitute for specific advice concerning individual situations. Please seek 
advice from a financial adviser regarding the suitability of any investment product taking into account your specific investment objectives, financial situation or particular needs before you make a 
commitment to purchase the investment product. In the event that you choose not to seek advice from a financial adviser, you should consider whether the investment product mentioned herein is 
suitable for you. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”), Bank of Singapore Limited (“BOS”), OCBC Investment Research Private Limited (“OIR”), OCBC Securities Private Limited 
(“OSPL”) and their respective related companies, their respective directors and/or employees (collectively “Related Persons”)  may or might have in the future, interests in the investment products or 

the issuers mentioned herein. Such interests include effecting transactions in such investment products, and providing broking, investment banking and other financial or securities related services to 
such issuers as well as other parties generally. OCBC Bank and its Related Persons may also be related to, and receive fees from, providers of such investment products. There may be conflicts of 
interest between OCBC Bank, BOS, OIR, OSPL or other members of the OCBC Group and any of the persons or entities mentioned in this report of which OCBC Bank and its analyst(s) are not aware 
due to OCBC Bank’s Chinese Wall arrangement. This report is intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate, distribute, deliver 
a copy of or otherwise disclose in any way all or any part of this report or any information contained herein (such report, part thereof and information, “Relevant Materials”) to any person or entity 
(including, without limitation, any overseas office, affiliate, parent entity, subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, 
guidance or similar. In particular, you agree not to share, communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant Entity that is subject to the Markets in Financial 
Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID II”), or any part thereof, as implemented 
in any jurisdiction. No member of the OCBC Group shall be liable or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (including, without 
limitation, MiFID II, as implemented in any jurisdiction). 
 
The information provided herein may contain projections or other forward looking statements regarding future events or future performance of countries, assets, markets or companies. Actual events 
or results may differ materially. Past performance figures are not necessarily indicative of future or likely performance.  
 
Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the message enclosing the report (or responsible for delivery of the message to such 
person), you may not copy or deliver the message and/or report to anyone. Opinions, conclusions and other information in this document that do not relate to the official business of OCBC Bank, BOS, 
OIR, OSPL and their respective connected and associated corporations shall be understood as neither given nor endorsed. 
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