GMS Flash Ale

Finland — Aims to Bolster Competitiveness with 2026-
2029 Fiscal Plan

The Finnish government has agreed on a fiscal plan for 2026-2029 aimed at boosting economic
growth. The government has made significant tax proposals, which include reducing income taxes,
simplifying taxation, raising gift and inheritance thresholds, and lowering corporate tax rates."

No official government bills have been presented or approved, making implementation at this stage
uncertain.

WHY THIS MATTERS

The Finnish policy changes could have significant implications for global mobility and the fiscal position of
companies. Among the proposals are a reduction of the withholding tax for foreign experts and the
introduction of tax incentives for citizens returning to Finland, measures that are intended to appeal to skilled
professionals and expatriates to Finland, enhancing the country’s talent pool and making it an attractive
destination for multinational companies and returning expatriates. Additionally, proposals to lower personal
taxes for low- and middle-income earners, along with reduced marginal tax rates, would position Finland as a
competitive option for international workers.

On the corporate side, the reduction of the corporate tax rate to 18 percent would potentially encourage
investment by increasing after-tax profitability.

These measures collectively aim to attract talent, stimulate economic growth, create jobs, and increase
consumer spending, potentially enhancing Finland’s position as a competitive player in the global market.
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Key Changes Highlighted

1. Capping the highest marginal tax rates: The highest marginal tax rate would be capped at 52 percent:
As of 2025, the current highest marginal tax rate in Finland is 57 percent.

2. Reducing the foreign expert tax “at source” rate and tax relief for returning citizens: The
government proposes to reduce the rate to 25 percent, and a tax relief would be implemented for
returning Finnish citizens. The current foreign expert tax rate is 32 percent.

3. Improving immigration and integration to Finland: The aim would be to improve current overall
immigration processes by expanding the possibility for initial identification abroad, and centralising
mandatory registrations in a “one-stop” model. Additionally, municipalities would be encouraged to
increase the availability of English-language day-care and education.

4. Simplifying and reinforcing the tax base: The tax deductibility of membership fees paid to labour/trade
unions will be eliminated starting in 2026; in addition, the standard home-office deduction and the tax-free
benefit for employer-provided bicycles are to be removed.

5. Raising the threshold for tax-exempt inheritances: This threshold would be raised to EUR 30,000, and
the gift tax threshold for tax-exempt gifts to EUR 7,500. The current thresholds are EUR 20,000 and EUR
5,000, respectively.

6. Portential expansion of the household deduction: The government is exploring allowing taxpayers to
claim the dedution for repairs of movable property. Currently, household deductions are granted for the
purchasing of services such as cleaning, child-care, and for costs related to home renovations.

7. Reducing the corporate tax rate for all companies: The proposals would reduce the corporate tax rate
to 18 percent. The corporate tax rate in Finland has been 20 percent since 2014.

8. Extending the loss carryforward period: Plans are to extend the period for loss carryforward to 25
years, starting from losses confirmed in tax year 2026. The current loss carryforward period is 10 years.

KPMG INSIGHTS

Currently, Finland's high tax rates can negatively impact companies' ability to attract international talent. For
instance, high personal taxes may deter skilled professionals from relocating to Finland, as they might prefer
countries with more favourable tax environments. Reducing marginal and foreign expert tax rates would
potentially work to make Finland more appealing to high-income earners and international experts.

Looking at non-tax reasons for barriers to enhancing Finland’s appeal to foreign labour and foreign business
includes considering the language. The difficulty of the Finnish language can be seen as inhibiting relocation
of mobile employees and their family members; however, proposals to increase English-language services
could help address this, thereby easing the transition for many expatriates and enhancing Finland's reputation
as a welcoming destination.

Even though the threshold for inheritance and gift tax liability is still low compared to many other countries,
raising these thresholds offers some financial planning opportunities that could be attractive for expatriates
with substantial assets.
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While eliminating certain tax deductions may increase taxpayers’ burdens, the impact on simplifying the tax
system could make compliance easier for future taxpayers. However, offsetting those that are being
eliminated is a proposal to expand household deductions to include movable property repairs, which would
provide further tax relief.

The proposed reduction of the corporate tax rate from 20 percent to 18 percent is a strategic move to make
Finland more attractive for businesses, as lower taxes can increase after-tax profitability. Additionally, by
extending the loss carryforward period to 25 years, Finland is trying to create a more favourable environment
for start-ups and businesses with long-term growth strategies, allowing them to offset profits with past losses
over a longer period.

Taxpayers who wish to better understand the details of these proposals and what the potential impact to them
would be under different scenarios, should they be enacted, are advised to consult with their usual tax
professionals or a member of the People Services tax team with KPMG in Finland (see the Contact Us
section).

FOOTNOTE:

1 Finnish Ministry of Finance press release, "General Government Fiscal Plan 2026—2029: Orpo
Government: Decisions in mid-term policy review session will strengthen Finland’s competitiveness and
security." Publication date 23.4.2025. Published in English on 24.4.2025.

Valtionneuvosto Statsradet (in Finnish), "Suomi kasvun tielle: Tehdaan Suomesta Euroopan houkuttelevin
kohde investoinneille ja kasvulle."
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Contact us

For additional information or assistance, please contact your local GMS or People Services professional or
one of the following professionals with the KPMG International member firm in Finland:

Heidi Viikari Marika Kaitamaa

People Services People Services

Tel. +358 40 7250 723 Tel. +358 40 9112 643
Heidi.viikari@kpmg.fi marika.kaitamaa@kpmg.fi

The information contained in this newsletter was submitted by the KPMG International member firm
in Finland.
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