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There is a sense of economic optimism for 2018. The 
traditional see-saw scenario – where one set of markets 
accelerate whilst the other experiences a slowdown in growth –
is apparently broken, with emerging markets, as a whole, set to 
accelerate whilst developed markets continue to provide stable 
growth. 

The strength of the fortunes of emerging markets this year are 
based upon structural domestic reforms, strengthening 
commodity prices and stable demand from developed markets. 
This is supported by the Chinese fiscal stimulus and its 
continuing globalization agenda, driven by the Belt & Road 
initiative. 

However, 2018 is not without its challenges for developing 
markets, with interest rate hikes and protectionist policies in 
developed markets, added to inflationary pressures and 
elections in certain key emerging economies, posing checks to 
growth. 

In Latin America, previous economic optimism stemming from 
institutional reforms have given way to a degree of economic 
nervousness, due to the threat posed by anti-reformist 
candidates in presidential elections in key markets such as 
Brazil, Colombia, and Mexico, who threaten to peel back hard 
fought reforms and thereby disrupt the region’s growth revival. 

In the Middle East, there has been a rapid consolidation of 
power in Saudi Arabia under Crown Prince Mohammed bin 
Salman, that is hoped will energize the country’s economic 
policy reforms. Weaning the The Kingdom from heavily 
replying upon reliance on oil revenues, and diversifying the 
country’s economy will be a key factor to its growth revival. 
This is applies across the Middle East as a whole, however, 
change will not be easy given associated social and cultural 
changes that will have to accompany economic reform.

Europe was a surprising area of moderate growth in 2017, with 
the Eastern bloc leading this through low unemployment rates 
and rising wages, which has strengthened domestic 
consumption. In 2018, Poland, the Czech Republic and 
Hungary look set to continue Central and Eastern Europe’s 
growth, through the benefits of the outsourcing trend of 
Western European companies and also increasing exports of 
cars and electronics. However, labour shortages will leave 
growth more dependent on productivity gains, which are 
harder to come by.

Further East, following a strong growth in 2017, the Turkish 
economy looks like it is slowing down, with inflation hitting a 
13 year high at the end of 2017. This is compounded by rising 
short-term external debt and a widening current account 
deficit, due to a reduction in inbound capital, exacerbated by 
Turkey’s geopolitical stance against the West. And in Russia, 
recovering commodity prices will fuel a modest growth revival, 
but GDP growth is still set to remain well below historical 
highs.

On the African continent, rising commodity prices will drive 
growth in 2018, however, faltering institutional reforms and 
political instability across the continent will take its toll, most 
notably in South Africa.

On the subcontinent, India’s growth looks set to accelerate, as 
the negative impacts from demonetisation and the 
implementation of the new Goods and Services Tax begin to 
dissipate. Next on the Modi agenda will be to gain a majority in 
the Rajya Sabha (Upper House), following the April  elections, 
which will facilitate his pursuit of more controversial, but 
needed reforms such as land acquisition.

Following the 19th Party Congress, China looks set to continue 
its globalisation agenda, notably through the Belt & Road 
initiative, the pace of which will depend on how it addresses 
the concerns from neighbouring regions. Globalisation will be 
balanced against domestic needs, specifically in managing 
provincial debt, cooling the housing market, addressing 
industrial surplus and containing inflation. China will no doubt 
pursue these priorities with one eye on any US policies aimed 
at reducing its trade deficit with China.

And finally, Southeast Asia looks set to maintain its strong 
economic growth story in 2018, benefiting from a global trade 
boom, whilst preparing itself for any effects from interest rate 
hikes in key investor markets such as the US and a series of 
elections in Malaysia, Thailand, and Indonesia. Overall, the 
basis of this growth looks to broaden beyond manufacturing 
and electronics, providing opportunities for investment from 
other sectors. 

Cambodia, Laos, Myanmar and Vietnam will continue to 
represent the fastest growing economies, registering strong 6 
to 8% GDP growth, thanks mainly to growing consumer 
demand, increasing FDI and enhanced intra-regional trade, 
whilst policy reforms and rising government infrastructure 
spending will drive growth in the larger economies of 
Indonesia, Malaysia and the Philippines. Many of these 
markets have strengthened their position by building foreign 
exchange reserves to protect themselves against capital flow 
volatility.

It is not easy to generalize the fortunes of emerging markets in 
2018, in particular due to the differing stages of their reforms, 
varying monetary policies and deficit levels across the growth 
economies. Therefore, we hope that PwC’s ‘Growth markets 
insights’ will be able to provide you with a holistic perspective 
on the business and tax environment in whichever growth 
economy your focus is in 2018.
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• In its first year, President Mauricio Macri’s administration 
implemented major domestic and international initiatives: unified 
money exchange rate market, returned to capital markets, 
normalized domestic institutions.

• The end of President Mauricio Macri’s second year in government 
finds him stronger: with a consolidated leadership as shown by the 
results of the legislative election held last October 22, the improved 
economic activity in 2017, the support shown by world leaders, and 
the weakening of opposing political parties.

• One of the challenges to be faced is inflation reduction which, which 
remains high, and is being tackled by the Central Bank through an 
inflation target monetary policy.  

• The government is implementing structural reforms directed at 
solving fundamental problems such as extensive informal 
employment and economy, the country’s high tax burden, and the 
lack of infrastructure that affects competitiveness. Growth will be 
driven by a projected increase in public and private investments.

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund (October 2017); World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2017 Global Competitiveness Ranking 2017-2018, 6. Doing 
Business , The World Bank (2017) 7. Standard and Poor Rankings [as of December 2017], 8.BMI Research

Sector Attractiveness8

Key Economic Indicators

Business Overview8

1. GDP per capita4 US$12,493

2. GDP (Nominal) in billions4 US$544.73

3. Population between 15-543 54.6%

4. Unemployment rate3 8.0%

5. WEF Institutional capability ranking5 113/137

6. WEF Infrastructure efficiency ranking5 81/137

7. Ease of doing business ranking6 117/190

8. S&P rating7 B+

9. Internet penetration rate1 69.4%

10. Average annual household expenditure per capita1 US$ 7,081

Food and 
Agribusiness

• Argentina has over 32 million hectares of fertile land used for agricultural and livestock production, yielding 
large volumes of exports

• Elimination of obstacles to the livestock sector boosted production and created exports opportunities along 
2017, which would continue in the following years .

• Key agri items include: grains, soybean meal, soybean oil, meats, and wheat. Growth is expected in corn, 
wheat and soybean industries.

Infrastructure
• Government plans to modernize the country’s infrastructure will spur a large number of new projects
• Most of these projects will take the form of public-private partnerships (PPP) and encourage private 

investment in the country’s infrastructure 

Energy –
Unconventional 
Resources & 
Renewable Energy

• The Vaca Muerta field is estimated to hold 27 bn barrels of shale oil (8% of the world’s total) and 802 tn cubic 
feet of shale gas (11% of the world’s total) – positioning Argentina as having the world’s 4th largest shale oil 
and 2nd largest shale gas reserves.

• The expected rollback of subsidies is unlikely to limit the activity of Argentinian oil producers as oil 
prices rebound.

• Argentina has an attractive renewables markets under development, with a  target of 20% of consumption to 
be met by 2025.

Primary Statistics 2017

Buenos Aires 
15.2mn

GDP Growth Rate2

-2.5%

2.6%

-2.3%

2.7%

3.2% 3.2%

2014 2015 2016e 2017f 2018f 2019f

11.4%

30.2%

58.4%

Sales

58,4%

30,2%

11,4%

GDP by Sector3

Service Industry Agriculture

10.8

9.8

12

FDI Net Inflow: 
US$ billion1

2011 2013 2015

43.8 mn

US$1: 17.25 Argentine Peso

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Mauricio Macri
Next election in Oct 2019

Head of Government

Major trade agreements

• GSTP

• MERCOSUR

• LAIA

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions
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Individual income tax

Accumulated Income (Argentine Pesos - ARS) – FY18
Must pay

Tax Plus (%) Over (ARS)
From To

0 25,754 - 5% 0

25,754 51,508 1,287,70 9% 25,754

51,508 77,262 3,605.56 12% 51,508

77,262 103,016 6,696.04 15% 77,262

103,016 154,524 10,559.14 19% 103,016

154,524 206,032 20,345,66 23% 154,524

206,032 309,408 32,192.50 27% 206,032

309,408 412,064 60,006.82 31% 309,408

412,064 And above 91,941.78 35% 412,064

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

• According to a recent tax reform (effective January 1st, 2018) the rate of profits tax on net taxable business profits (formerly 35%) has been 
reduced to 30% for FY18 and FY19 and to 25% for the following years. Legal entities resident in Argentina are subject to tax on Argentine and 
foreign-source income. 

• Adoption of OECD standards on automatic exchange of information. Argentine-source income received by foreign entities is subject to high 
withholding taxes at source.

Withholding taxes
Key rates Dividend Interest Royalties

1. Non-treaty

Equalization tax (35% on excess over tax 
earnings) on pre-2018 retained earnings.
7% withholding tax on dividends distributed out 
of profits generated in FY18 and FY19.
13% withholding tax on dividends distributed 
out of profits generated as from FY20

35%
15.05% in certain cases (e.g. paid 
to foreign banks)

General rate from 12.25% to 31.5%

2. Treaty rate – Spain 10%/15% 0%/12% 3%/5%/10%/15%
3. Treaty rate – Netherlands 10%/15% 0%/12% 3%/5%/10%/15%
4. Treaty rate – Switzerland 10%/15% 0%/12% 3%/5%/10%/15%
5. Treaty rate – UK 10%/15% 0%/12% 3%/5%/10%/15%

Other key tax drivers (*) Rates applicable as of April 2015. 

1.
Capital gains on share 
sales/transfers by non-
residents

• 13.5% effective rate on gross amount or 15% on net gain
• Exempted in the case of shares listed in the Argentine Stock Exchange or placed through an IPO authorized by the CNV.

2. Thin capitalization rules
• Limit for deduction on interest expense and foreign exchange losses with local and foreign related parties: new limit of up to 

30% of the taxpayer’s taxable income before interest, foreign exchange losses and depreciation. Nevertheless, the taxpayer will 
be entitled to carry forward (i) excess non-deductible interest for five years and (ii) unutilized deduction capacity for three years.

3.
General anti-avoidance rules 
(GAAR)

• Economic reality principle. The Authorities can disregard the legal form of transactions in the event of “abuse” or “simulated” 
tax planning (substance over form approach)

• Adoption of OECD standards on automatic exchange of information. 
• A list of jurisdictions considered as “non-cooperative” for tax information exchange purposes.

4.
Controlled foreign corporation
(CFC) rules

• Argentina does not have a controlled foreign company (CFC) regime. However, passive income obtained through companies 
located in no-or-low-tax jurisdictions may have to be recognized for tax purposes on an accrual basis. 

Corporate tax
Key tax principles

1. Headline Tax Rate

• 30% profit tax for FY18 and FY19, 25% for the following years.
• There is a tax on minimum notional income in force until FY2018 (inclusive). The rate is 1% on the value of fixed and current 

assets. Tax applied only in excess of the profits tax of the same fiscal year. Payment on account of profits tax chargeable during a 
maximum period of ten years

• Withholding tax on dividend distributions and branch profit remittances at rates of 7% (while the CIT is 30%) and 13% going 
forward.

2. Basis of tax • Worldwide income

3. Tax on branch income

• 30% rate of profits tax for FY18 and FY19 (25% going forward) on net taxable profits from Argentine sources and from activities 
performed abroad by a branch.

• Branch remittance taxed as dividends. 
• Withholding tax on branch profit remittances at rates of 7% (while the CIT is 30%) and 13% going forward.

4. Permanent establishments
• New definition that follows the guidelines from the OECD Model Tax Convention on Income and Capital limiting the activities 

that shall not be deemed to constitute a PE if they are not of an ancillary or preparatory nature.

5. Tax residence • Place of incorporation or place of management 

6. Transfer pricing rules • OECD-principle approach. Documentation requirements

Indirect taxes/other taxes
1. VAT • 21% general rate (differential rates of 10.5% and 27% also apply to certain goods and services).

2. Stamp tax • Provincial tax. The average tax rate is 1% applicable on the economic value of the contract

3. Real estate tax
• Municipal tax. It is assessed by the local tax authority, considering the property’s fiscal value and the tax rates established by the 

current year tax law.

4. Financial transaction tax • 0.6% on the debits/credits in Argentine bank accounts

5. Turnover tax • Provincial tax. Average 4% tax rate on gross revenues from the sale of goods and services

6. Wealth Tax 
• It is levied on the shares or holding in the capital of local companies
• domiciled in Argentina or abroad, and/or companies and/or any other type of legal person domiciled abroad. Applicable at a 

0.25% rate. Paid directly by the Argentine company

Tax Overview

Note: The above list may not be exhaustive

http://www.pwc.com/taxsummaries


Bolivia

• The Bolivian government is focusing on improving 
infrastructure with a planned US$ 3.5 billion 
investment in the city of Santa Cruz, the creation of 
new highways, railways and improvements to the 
water distribution systems. 

• Vast and diverse mineral wealth continues to be a 
prime source of revenue for the economy

• The extractive sector as well as the hydrocarbon sector 
is expected to power Bolivia’s growth in the upcoming 
years, especially as global oil prices rebound

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research 

Sector Attractiveness8

10 | Growth markets insights | PwC

Key Economic Indicators

Business Overview8

1. GDP per capita4 US$3,197

2. GDP (Nominal) in billions4 US$34.83

3. Population between 15-543 56.6%

4. Unemployment rate3 7.5%

5. WEF Institutional capability ranking5 133/138

6. WEF Infrastructure efficiency ranking5 102/138

7. Ease of doing business ranking6 149/190

8. S&P rating7 BB

9. Internet penetration rate1 45.1%

10. Average annual household expenditure per capita1 US$ 1,1474

Oil & Gas

• Bolivia has capitalized on its reserves of oil and gas, and the sector continued to perform relatively well 
despite a drop in global oil prices. However, the size of the country’s oil and gas reserves creates uncertainty 
about its long-term sustainability

• Recent investigations have indicated large unexplored deposits of hydrocarbons for natural gas, prompting 
the potential for upstream developments

Mining

• The Bolivian mining sector is expected to grow steadily from 2016-2020 with an CAGR of 3.42%
• Bolivia is a top global producer of silver and zinc, both of which are expected to see price increases
• As demand for lithium batteries increases, Bolivia’s extensive lithium reserves (largest in world) will 

continue to boost the mining sector
• Nationalisation of the mining industry has limited foreign involvement in the mining sector, but 

government plans to invest in infrastructure are expected to increase mine connectivity and increase 
supply chain efficiency

Primary Statistics 2017

GDP Growth Rate2

GDP by Sector3

Service Industry Agriculture

0.86

1.75

1.01

FDI Net Inflow: 
US$ billion1

2011 2013 2015

La Paz 
1.8mn

13.3%

37.4%

53.6%

Sales

10.8 mn

US$1: 6.96 Bolivian Boliviano

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Evo Morales
Before December 2019

Head of Government

Major trade agreements

• CAN

• LAIA

• GSTP

GDP Growth Rate2

5.5%

4.9%

4.3%
3.7% 3.7%

3.4%

2014 2015 2016e 2017f 2018f 2019f

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Companies are subject to corporate income tax at a rate of 25%.

• Bolivia taxes the income generated by corporations on a territorial basis.

• Additional income taxes applicable to mining and oil & gas companies, including financial institutions.

• Income obtained by non-resident entities is subject to a 12.5% WHT rate.
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Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty 12.5% 12.5% 12.5%

2. Treaty rate – Spain 10%/15% Capped to 15%
0% (literary, dramatic, musical or 
artistic works) 
Capped to 15%* 

3. Treaty rate – Sweden 0%/15% Capped to 15% Capped to 15%* 
4. Treaty rate – France Capped to 15%* Capped to 15%* Capped to 15%*
5. Treaty rate - UK Capped to 15%* Capped to 15%* Capped to 15%*

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• 12.5% on the capital gains
• 0% if the shares are listed in an stock exchange market

2. Thin capitalization rules
• Bolivian legislation does not include provisions for thin capitalisation. There are specific restrictions on 

deductibility of interest when funding is provided by shareholders

3.
General anti-avoidance 
rules (GAAR)

• Bolivia does not have general anti-avoidance provisions. 

4.
Controlled foreign 
corporation (CFC) rules

• There are no CFC provisions in Bolivia.

Corporate tax
Key tax principles

1. Headline Tax Rate

• Companies are subject to CIT at a rate of 25%
• Additional 25% CIT to mining and oil/gas companies
• Additional 12.5% (exploitation activities) or 7.5% (manufacturing activities with raw minerals) on the taxable 

net profits
• Additional 25% CIT to those financial institutions with a return on equity index higher than 6%

2. Basis of tax • Territorial income

3. Tax on branch income
• Branch income subject to the same taxes applicable to Bolivian corporations
• Net profits deemed to be distributed to the head office on an annual basis. 12.5% branch profit WHT. 

4. 
Permanent 
establishments

• Bolivian legislation does not include provisions to regulate situations that could trigger permanent 
establishment exposure. 

5. Tax residence • Place of incorporation

6. Transfer pricing rules
• OECD-principle approach. Transfer pricing report and transfer pricing returns are required depending on the 

amount of intercompany transactions.

Indirect taxes/other taxes

1. VAT
• 13% general rate. Note that since VAT is included in the final price, an effective VAT rate of 14.94% should 

be considered.
2. Stamp tax • No stamp taxes in Bolivia

3. Transfer tax • Transfer of property and real estate are subject to a transfer tax at a rate of 3%.

4.
Financial 
transaction tax

• A financial transaction tax is levied on bank transactions (deposit or transfer of funds), carried out within the 
domestic financial system at a rate of 0.20%. This rate will increase in 0.5% every year up to reach 0.30% as 
follows: FY 2017 = 0.25% and FY 2018 = 0.30%.

5. Turnover tax
• 3% on the gross income arising from the performance of any economic or commercial activity (including non-

profitable activities). On a monthly basis

6. Mining royalties • Mining royalties at a rate of 1%-7% (calculated on the total sales price)

Individual income tax
The personal income tax rate is 13%
Responsibility to withhold payroll taxes: Employer

Tax Overview

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


6.3%

21.8%

72.6%

Sales

Brazil

• Brazil is the largest country in Latin America from both a 
geographic and population standpoint. 

• In January 2018, S&P downgraded the Brazilian sovereign debt 
rating to BB- reflecting uncertainties as to the outcome of the  
presidential elections and pension reforms 

• However, consumer confidence has increased despite the ratings 
downgrade. At the end of 2017, the Brazilian government 
upgraded its GDP forecast for 2017 and 2018 to +1.1%, and 
+3.0% respectively (previously of +0.5% and +2.0%) due to 
higher expected  consumption, lower  unemployment, inflation 
and interest rates.  

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2017-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of January 2018], 8.BMI Research, 

Sector Attractiveness8
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Key Economic Indicators (2017e)

Business Overview8

1. GDP per capita4 US$10,019

2. GDP (Nominal) in billions4 US$2,080.9

3. Population between 15-543 60.27%

4. Unemployment rate3 12.6%

5. WEF Institutional capability ranking5 120/138

6. WEF Infrastructure efficiency ranking5 72/138

7. Ease of doing business ranking6 123/190

8. S&P rating7 BB-

9. Internet penetration rate1 59.1%

10. Average annual household expenditure per capita1 US$6,984

Power and 
electricity

• The power generation sector is predominantly reliant on hydropower. In 2016, Hydropower consists of 70% 
of total power generation mix in the country8

• The state-owned Electrobras’ sell-off of assets has created large market potential for private investors

Transportation 
and Logistics

• Road transport accounted for 82% of total domestic freight volume in 2017 and remains the dominant form 
of transportation in Brazil both in terms of cargo and passenger movement8

• Despite bullish results of the agriculture sector contributing positively to transports, the economic downturn 
has impacted the road transport industry the most with expected and y-o-y decline of 1.5%

• However, the rail and air freight industries are expected to grow due to increases in exports

Oil & Gas

• Brazil’s oil and gas potential remains largely underdeveloped with only 4% of the area of potential oil and gas 
exploration currently leased or developed. 

• Brazil contains vast, undeveloped pre-salt oil reserves that can provide long-term returns for investors. 
Despite high interest given to upstream projects, low global oil prices have limited the scope of developments

• An increase in natural gas demand will continue to boost growth especially as Brazil attempts to reduce its 
dependency upon hydropower, which is affected by frequent water level fluctuations in rivers

Primary Statistics 2017

GDP2

101.6

69.2 75.1

FDI Net Inflow: 
US$ billion1

2013 2015

0.5%

-3.8% -3.6%

0.3% 1.8% 2.1%

2014 2015 2016e 2017f 2018f 2019f

2011

Sao Paulo 
21.06mn
(Metropolitan area)

GDP by Sector3

Service Industry Agriculture

207.7 mn

US$1: 3.26 Brazilian Real

Population

Exchange rate ( 1/ 
Dec/17)

President- Michel Temer
Next election in Oct 2018

Government

Major trade agreements (*)

• LAIA • MERCOSUR 

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions

(*) LAIA (Latin American Integration Association) Member states: Argentina, Bolivia, Brazil, Chile, Colombia, Cuba, Ecuador, Mexico, Paraguay, Panama, Peru, Uruguay, Venezuela

MERCOSUR (MERcado COmún del SUR, Southern Common Market ) Full Member states: Argentina, Brazil, Paraguay, Uruguay



• Combined corporate income tax rate of 34% (worldwide income). 

• Broad general anti-avoidance rules. Certain jurisdictions consider ‘privileged tax regimes’ by Brazilian tax authorities. 

• No tax on dividends. 

• Complex indirect taxation system, with different Federal, State and Municipal taxes. 
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Withholding taxes
Key rates Dividend Interest Royalties

1. Non-treaty
0% (Effective WHT as domestic legislation 
provides no WHT on dividends) 

15% (25% tax haven) 15% (25% tax haven)

2. Treaty rate – Spain
0%(Effective WHT as domestic legislation 
provides no WHT on dividends) 

10% /15% 10%/15%

3. Treaty rate – Netherlands
0%(Effective WHT as domestic legislation 
provides no WHT on dividends) 

10% /15% 15%/25%

4. Treaty rate – Luxembourg
0%(Effective WHT as domestic legislation 
provides no WHT on dividends) 

10% / 15% 15%/25%

5. Treaty rate - Mexico
0%(Effective WHT as domestic legislation 
provides no WHT on dividends) 

15% 10%/15% 

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• 15% of capital gain (25% if the beneficiary is located in a tax haven jurisdiction) 
• 15% to 22.5% as from 2017, depending on the amount of the gain.

2. Thin capitalization rules
• 2:1 debt/equity ratio (0.3:1 if beneficiary located in a tax haven or in a jurisdiction subject to a privileged tax regime). If ratio is 

exceeded, the portion of interest related to the excess debt amount will not be deductible for Brazilian income tax purposes.

3.
General anti-avoidance 
rules (GAAR)

• Tax havens list: stricter TP, thin capitalization and tax deduction rules, rate on capital gains and cross-border payments 
increased to 25%

• Privileged tax regime list: stricter TP, thin capitalization and tax deduction rules

4.
Controlled foreign 
corporation (CFC) rules

• Profits earned by CFCs (majority of voting capital) or entities with significant influence (20% or more of the voting capital) 
should be included in the IRPJ and CSLL taxable base

5. Interest of net equity
• Companies can pay interest (calculated on a pro rata basis and up to a given rate, which is set at 7.5% (and 7.0% from July, 1 to 

September, 30, 2017)  to shareholders based on the company’s net equity and with certain limitations

Corporate tax
Key tax principles

1. Headline Tax Rate
• Corporate income tax (IRPJ) at 15% of annual taxable income;
• Surcharge of 10% on the annual taxable income in excess of BRL 240,000. 
• Social Contribution on Net Income (CSLL) at 9% (general rate) 

2. Basis of tax • Worldwide income
3. Tax on branch income • Taxable at the normal rates applicable to Brazilian legal entities. No branch profit tax on distributions of branch profit. 

4. Permanent establishments
• Term not included in the Brazilian legislation. Non-resident company may be treated as having a taxable presence if there is a 

fixed place of business or an agent who has the power to enter into contracts in the name of the non-resident.
5. Tax residence • Place of incorporation
6. Transfer pricing rules • Local rules which do not follow the OECD approach and the arms length principle. Documentation requirements

Indirect taxes/other taxes according to customs code classification - NCM

1. ICMS
• State VAT. Intra-State rates ranging from 17% to 19% (average). Special rates apply to Inter-State transactions  and 

transactions involving specific goods or services, as such telecom, energy, among others .

2. PIS/COFINS
• Imposed on the entities’ revenues at the rate of 1.65%. Also on import of goods and services  – rates vary from product to 

product but generally the total rate is 11.75%. Total rate for service is 9.25%

3. ISS
• Municipal tax levied on the provision of certain services. Rates vary between 2% and 5%, depending on the type of service and

the Municipality.

4. Transfer Tax

• Property transfer tax (ITBI) levied on the transfer of immovable property, with rates varying based on the municipality where
the property is located. 

• Estate property transfer tax (ITCMD) payable at rates varying from state to state on inheritances and donations of goods 
and rights.

5. CIDE
• Contribution levied at the rate of 10% on remittances made by corporate taxpayers for royalties and for administrative and 

technical services provided by non-residents
6. IOF • Tax levied on certain financial operations. Tax rates vary, depending on the transaction

Individual income tax*
Chargeable Income (Brazilian Reals - BRL) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 1,903.98 EXEMPT $ 0.00
1,903,99 2,826.65 7.5% 142.80
2,826.66 3,751.05 15% 354.80
3,751.06 4,664.68 22.5% 636.13
4,664.68 And above 27.5% 869.36
Responsibility to withhold payroll taxes: Employer

Tax Overview

(*) Rates applicable as from April 2015. 

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


Chile

• Chile is oe of the most attractive investment 
destinations in Latin America, due its strong 
government institutions, liberal economy and 
transparent regulations that welcome FDI

• The economy remains heavily dependent upon exports 
leaving it vulnerable to global price shocks, but there 
is an attempt to shift focus to the services sector rather 
than commodities

• Tax reforms have left investors with uncertainty, as 
complex procedures could increase risks and 
operating costs

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research 

Sector Attractiveness8
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Business Overview8

1. GDP per capita4 US$13,576

2. GDP (Nominal) in billions4 US$247.03

3. Population between 15-543 58.62%

4. Unemployment rate3 7%

5. WEF Institutional capability ranking5 35/138

6. WEF Infrastructure efficiency ranking5 44/138

7. Ease of doing business ranking6 57/190

8. S&P Rating7 AA-

9. Internet penetration rate1 64.3%

10. Average annual household expenditure per capita1 US$9,088

Mining 

• Chile is a major producer and exporter of copper, contributing to 10% of GDP in 2016
• A decrease in Chinese copper demand and a subsequent decline in copper prices has affected the Chilean 

mining sector causing a contraction of 4% in 2016
• Strong growth is expected in lithium mining as the commodity’s demand increases. Lithium mining is 

expected to have a CAGR of 35.69% from 2016-2020

Retail and 
consumer

• Total household expenditure is expected to grow 3.5% y-o-y from 2017-2021 prompting increased spending 
on consumer electronics and home & garden equipment

• The establishment of distribution facility for retail giant Amazon is expected to grow the e-commerce 
segment in Chile

Automotive

• Planned government restrictions on older car models in Santiago is expected to boost sales of new 
passenger cars

• Commercial vehicle sales are expected to grow at a slower pace (as compared to passenger cars) due to 
uncertainty in the copper mining sector

Primary Statistics 2017

GDP Growth Rate2

4.0%

32.4%

63.6%

Sales

GDP by Sector3

Service Industry Agriculture

23.6
19.4 20.5

FDI Net Inflow: 
US$ billion1

2013 20152011

1.9%
2.3%

1.6%

1.8%

2.0%

2.3%

2014 2015 2016e 2017f 2018f 2019f

Santiago
7.3mn

17.9 mn

US$1: 648.9 Chilean Peso

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Sebastián Piñera
Next election in 2021

Head of Government

Major trade agreements

• CAN

• LAIA

• GSTP

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Currently two-tier corporate tax system with an effective tax rate on distributed profits of 35% or 44.45%, as total Chilean income tax burden, are 
inforce. One or another effective tax rate will apply to a particular case depending on the income taxation system to which the entity is subject, 
and on the tax residence of the shareholder of the Chilean company.

• New BEPS-inspired rules are now part of the Chilean tax legislation, such as CFC rules and broad general anti-avoidance rules.

• High domestic law rates on certain cross-border payments, with significantly lower tax treaty rates available.
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Withholding taxes
Key rates Dividend Interest* Royalties

1. Non-treaty 35% minus available CIT credit 4%/35%
General rate: 30%
Software payments: 15% (0% for some 
software payments)

2. Treaty rate – Ireland
Treaty rates do not apply - 35% minus 
available CIT credit

5%/15% 5%/10%

3. Treaty rate – Spain
Treaty rates do not apply - 35% minus 
available CIT credit 

5%/15% 5%/10%

4. Treaty rate – Switzerland
Treaty rates do not apply - 35% minus 
available CIT credit

5%/15% 5%/10%

5. Treaty rate - UK
Treaty rates do not apply - 35% minus 
available CIT credit

5%/15% 5%/10%

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• 35% of net gain 

2. Thin capitalization rules
• 3:1 debt/equity ratio; interest and other financial disbursements attributable to debt that exceeds this ratio and that is not 

subject to the top domestic law withholding tax rate (35%) is subject to a 35% sole penalty tax (less withholding tax actually 
paid) at the level of the Chilean entity

3.
General anti-avoidance rules 
(GAAR)

• The Chilean IRS has the authority to disregard the legal form of transactions in the event of “abuse of law” or “simulated 
transactions” comprehending tax planning objectives (substance over form approach)

4.
Controlled foreign 
corporation (CFC) rules

• Foreign controlled entities (50% ownership threshold) with passive income trigger deemed dividend inclusion to the Chilean 
parent on accrued basis (general rule in the recognition of foreign income is cash basis).

Corporate tax
Key tax principles

1. Headline tax rate

• Two-tier tax system: Corporate level – i) Partially Integrated System (PIS) (27% as of January 1, 2018, on calendar year 2017 
the tax rate was 25.5%); and ii) Attributed Income System (AIS) (25%, as of January 1, 2017); Non-resident shareholder tax –
PIS (35% minus credit of 100% or 65% of corporate-level tax, depending on residence of shareholder, final shareholders 
resident in Treaty countries are entitled to 100% credit, thus their total income tax burden is 35%; whilst a 44.45% total 
Chilean income tax burden will apply to final shareholders resident in non-treaty countries ); Non-resident shareholder tax –
AIS (35% minus credit for 100% of corporate-level tax)

2. Basis of tax • Worldwide income

3. Tax on branch income
• Worldwide income/35% branch remittance tax, against which branch-level tax is creditable (in accordance with the corporate

tax rules referenced above)
4. Permanent establishments • Generally follows OECD-based definition as defined in Chile’s tax treaties
5. Tax residence • Place of incorporation
6. Transfer pricing rules • OECD-based contemporaneous documentation requirements

Indirect taxes/other taxes
1. VAT • 19% general rate

2. Stamp tax • Levied on loan documents at monthly rates ranging from 0.066% to 0.8%.

3. Real estate tax
• Annual tax based on assessed real estate value: Non-farming properties (1.2% - 1,204% - 1,4%)/Farming properties 

(0,860%%)/certain exceptions are applicable.

Individual income tax
Chargeable Income (USD) Rate Amount to be deducted to compute tax on resp. bracket (USD)
From To
0 1,043.93 (13.5 UTM*) EXEMPT
1,043.93 
(13.51 UTM)

2,319.86 (30 UTM) 4% 41.75

2,319.86 
(30.01 UTM)

3,866.43 (50 UTM) 8% 134.55

3,866.43 
(50.01 UTM)

5,413.01 (70 UTM) 13.5% 347.2

5,413.01
(70.01 UTM)

6,959.59 (90 UTM) 23% 861.44

6,959.59 
(90.01 UTM)

9,279.45(120 UTM) 30.4% 1,376.45

9,279.45
(120.01 UTM)

And more 35% 1,803.30

Responsibility to withhold payroll taxes:                                       Employer

Tax Overview

*UTM (Monthly Tax Unit): Specific unit of measure indexed by inflation, using USD exchange rate and UTM value on January 12th 2018

Note: The above list may not be exhaustive
*Please note that as domestic rule (4% tax rate) is more favourable than the treaty rule (5% tax rate), if the legal requirements are met, domestic law would override 
the corresponding treaty. As well, it is important to note that the 15% tax rate will be reduced to 10% as of 2019, due to the Chile-Japan DTT and the application of 
most favoured nation clause.  

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Construction

• Construction is one of the largest contributors to the Colombian economy, making up 10% of the country’s 
GDP in 2016.

• The government’s implementation of a US$ 55 billion transport infrastructure plan along with endorsements 
of PPPs is expected to boost growth in construction.

• The government is expected to expand its electricity infrastructure as it aims to move away from dependence 
on hydropower.

Financial sector
• The financial sector is expected to grow on the back of capital investments in infrastructure
• Access to financial services, credit, insurance and capital markets will continue to improve and boost the 

financial sector.

Commerce
(Tourism)

• Colombian tourism is expected to make favourable growths in the upcoming years, due to increased security 
and efforts to promote Colombia as a tourist destination. 

• Tourism is expected to witness a 3.0% growth in 2016. The hotel and restaurant industry is expected to grow 
5.7% in 2017 as a result of increased tourist activity.

Agribusiness
• Although the sector has not been growing at high rates, the Colombian government has been actively 

promoting it, in order to achieve long-term economic growth.

Colombia

• Capital inflows are expected to increase in upcoming 
years due to greater stability brought about by a 
recent peace deal with FARC, ending a 
long-running insurgency

• A strong financial environment with low levels of fiscal 
debt make Colombia an attractive location for new 
companies looking to establish a presence in 
the region. Significant improvements in local security 
have created a strong investment environment 
particularly in mining and agricultural sectors

• A major tax reform has been enforced since January 
2017, aiming to reduce the public sector deficit and 
reducing businesses tax burden by increasing the 
value added tax and broadening the tax base.

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of July 2017), 4. International 
Monetary Fund IMF DataMapper 2016, 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The World Bank (2017) 7. Standard and Poor 
Rankings [as of December 2017], 8.BMI Research
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1. GDP per capita4 US$5,805.6

2. GDP (Nominal) in billions4 US$282.46

3. Population between 15-543 59.16%

4. Unemployment rate3 9.2%

5. WEF Institutional capability ranking5 112/138

6. WEF Infrastructure efficiency ranking5 84/138

7. Ease of doing business ranking6 59/190

8. S&P rating7 BBB-

9. Internet penetration rate1 58%

10. Average annual household expenditure per capita1 US$4,626

Primary Statistics 2017

GDP Growth Rate2

7.1%

32.6%

60.3%

Sales

GDP by Sector3

Service Industry Agriculture

15.0
16.2

13.7

FDI Net Inflow: 
US$ billion1

2012 2014 2016

Bogota
9.8mn

Sector Attractiveness8

48.7 mn

US$1: 2,984 Colombian Peso

Population

Currency exchange 
rate (on 1st Jan, 2018)

President- Juan Manuel Santos
Next election in August 2018

Head of Government

Major trade agreements

• Colombia-Northern Triangle 
FTA

• LAIA

• GSTP

• Pacific Alliance

• Andean Community (CAN)

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Colombian companies are taxed on worldwide income, at a rate of 33% for FY 2018 onwards, plus a 4% surcharge over net taxable income equal or higher than 800 
million COP (applicable only for FY 2018) 

• Domestic income earned by non-resident entities that is not attributable to branches and permanent establishments (PEs) will be taxed at 33% for FY 2018 onwards
plus a 4% surcharge over net taxable income equal or higher than 800 million COP (applicable only for FY 2018), provided the non-resident entity must file an income 
tax return in Colombia.

• High domestic law rates on certain cross-border payments, with significantly lower tax treaty rates available. 
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Withholding taxes
Key rates Dividend Interest Royalties

1. Non-treaty

5% for profits taxed at the level
of the entity making the 
distribution. 
35% + 5% for profits untaxed at 
the level of the entity making 
the distribution. 

15% in general or 5% for interest income earned by non-residents on 
loans or bond-like instruments with terms of eight years or longer, 
the proceeds of which are used for certain government/ private-run 
infrastructure projects.

15%
26.4% (Software)

2. Treaty rate – Canada 5%/15% 10% 10% 

3. Treaty rate – Spain 0%/5%/35% 0/10% 10% 

4. Treaty rate – Switzerland 0%/ 15%/ 35% 0/10% 10% 

5. Treaty rate - Mexico 0%/33% 5%/10% 10%

6. Treaty rate – Chile 0%/7%/35% 5%/15% 10%

7. Treaty rate – Czech Republic 5%/25% 0%/10% 10%

8. Treaty rate – France* 0%/5%/15% 0%/10% 10%

9. Treaty rate - India 5%/15% 0%/ 10% 0%/10%***

10. Treaty rate - Portugal 5%/33% 10% 10%

11. Treaty rate – South Korea 0%/5%/ 15% 0%/ 10% 0%/10%***

12. Treaty rate – United Kingdom * 0%/5%/15% 0%/10% 10%

13.
Treaty rate – United Arab
Emirates**

0%/5% /35% 0%/10% 10%

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• 10% on the capital gains for shares held at least for two years
• Shares owned for less than two years will be taxed at 33% for 2018 and future years plus a 4% income tax surcharge over net 

taxable income equal or higher than 800 million COP (Only applicable for FY 2018). 

2. Thin capitalization rules
• 3:1 debt/equity ratio applies to related or unrelated party debt (regardless of domestic or cross-border transactions); debt in 

excess of this ratio should not be deductible. 

3.
General anti-avoidance rules 
(GAAR)

• Tax authority may: 1) disregard the transactions considered not to have a valid commercial or business purpose and which tend to
modify, reduce, eliminate, or defer the applicable tax consequences, and/or 2) re-classify the nature of the transaction performed 
by the taxpayer and to assign the tax consequences applicable to the ‘real' transaction.

4.
Controlled foreign corporation
(CFC) rules

• CFC rules are applicable in the Colombian tax regime. An entity will be considered a CFC if it is controlled by a Colombian entity 
and also considered as a non-resident for tax purposes in Colombia.

Corporate tax
Key tax principles

1. Headline Tax Rate
• 33% for FY 2018 onwards. 
• If taxpayer's net taxable income equals or exceeds 800 million Colombian pesos (COP), income tax surcharge is applicable at a

rate of 4% for FY 2018. 
2. Basis of tax • Worldwide

3. Tax on branch income
• Attributable Branch Colombian sourced income is subject to corporate income tax as Colombian companies. Branch profits, are 

considered for tax purposes as a distribution of dividends, if such profits were taxed at the branch they will be taxed at a 5% rate, 
otherwise a 35% + 5% would be applicable. DTT tax relief may apply. 

4. Permanent establishments
• Follows OECD-based guidelines and definition: fixed place of business through which an entity carries out its activity, whether 

partially or totally, or when a person (other than an independent agent) has the capacity to conclude contracts on behalf of the
foreign entity, except for preparatory and auxiliary activities.

5. Tax residence • Place of incorporation and/or effective place of management
6. Transfer pricing rules • OECD-principle approach. Documentation requirements

Indirect taxes/other taxes
1. VAT • 19% general rate.

2. 
Financial 
Transactions Tax

• Applicable upon the disposal of funds of domestic bank accounts. Regulated financial institutions are responsible for collecting
this tax at a rate of 0.4%.

3. 
Industry and 
Trade Tax (ITT)

• Municipal tax imposed on gross income obtained from the exercise of industrial, commercial, or service activities. ITT rates 
determined by each municipality. As a general rule, they range between 0.2% and 1.1%. 

Individual income tax (Labour income)+

Chargeable Income (UVT++) Rate Amount to be deducted to compute tax on resp. bracket 

From Up To

0 1090 0% 0

> 1,090 1,700 19% (total income to be taxed recorded in UVT less 1,090 UVT) *19%.

> 1,700 4,100 28% (total income to be taxed recorded in UVT less 1,700 UVT) *28% plus 116 UVT.

> 4,100                           Hereinafter
33%

(total income to be taxed recorded in UVT less to 4,100 UVT)* 33% plus 788 
UVT.

Responsibility to withhold payroll taxes: Employer

Tax Overview

+The calculation of income tax for individuals changed—it has to be computed by separating the income received from different sources (labour income, pensions, royalties, 
other non- labour income and dividends and profit participations). Special rules to stock-based compensation were established. 
++The value of each tax unit (UVT) is equivalent to 33.156 Colombian pesos (COP) for FY 2018

*Both treaties (France and United Kingdom) will presumably apply from 2019 onwards. The incorporation phases are not completed yet
**The treaty (United Arab Emirates) will presumably apply from 2020 onwards. The incorporation phases are nor comleted yet. 
*** 0% rate will be applicable once the Treaty with France is in force.
• The treaty rate depends on the participation of the shareholder in the Colombian company that distributed the dividends.
• The rate depends on whether the lender is a financial entity or not.
• If services are locally untaxed, there is no WHT; otherwise, a 10% WHT will apply.

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Automotive

• In recent years, Mexico has become a major regional hub for the automotive sector with investments since 
2010 totaling about $30 billion in both capacity expansions and new plants.

• Mexico is expected to manufacture 3.91 mn vehicles in 2017, an increase of 8% from 2016 as new plants 
commence operations

• The domestic automobile market is expected to grow as consumers take advantage of more favourable loan 
schemes, and commercial vehicles are forced to comply with new environmental standards prompting an 
uptick in sales.

Tourism

• Mexico received total tourist currency of US $ 5,781.4 million in the first quarter of 2017, representing a 10% 
increase over the same period last year, and 9 million 281,000 international travelers visited some Mexican 
attraction, which meant an increase of 5.9%. 

• The population occupied by tourism in Mexico surpassed 3 million 951 thousand positions at the end of last 
year, a historical maximum that represented 8.4% of the total employment of the country. Tourism has 
created more jobs than agriculture and the automotive industry over the last decade.

Aerospace

• Mexico occupies the third place in the world, as destination of attraction of foreign direct investment of the 
Aerospace industry, only after the United States and Great Britain.

• Mexico is the sixth supplier of aeronautical parts to the US and the fourteenth worldwide, which speaks of 
the strategic and economic importance of this industry for the country.

Oil & Gas

• The liberalisation of the Mexican oil and gas industry has prompted a wave of new investments 
from multinationals. The energy sector continues to evolve in the creation of new markets such as natural 
gas, LP gas and oil and especially in renewable energies. Similarly, the creation of jobs at both professional 
and technical level. For many analysts the sector is in crisis, for others it is in recovery.

Mexico

• Mexico has signed 12 free trade agreements with 46 
countries in Latin America, Europe and Asia, and 
remains one of the largest trading partners of the USA

• Mexico’s productivity growth has recently picked up in 
sectors that benefitted from structural reforms –
energy (electricity, oil and gas), financial and telecom 
sectors9.

• Competitive labour costs, efficient supply chains, and 
a developed infrastructure still make Mexico a 
favourable destination for manufacturing. Special 
Economic Zones are also being developed, these zones 
enjoy exemption from income tax in the first 10 years 
and customs duties, among other incentives.

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International Monetary Fund; World 
Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The World Bank (2017) 7. Standard and Poor Rankings 
[as of June 2017], 8.BMI Research, 9. OECD Economic Surveys (January 2017), 10. Expansion newspaper, 11. Secretary of Energy, EMIS, Milenio Diario, El Economista newspaper, Mexican 
Association of the Automotive Industry (AMIA) and Banco de México.
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1. GDP per capita2 US$8,201

2. GDP (Nominal) in billions2 US$1,046.0

3. Population between 15-543 58.41%

4. Unemployment rate3 4.4%

5. WEF Institutional capability ranking5 116/138

6. WEF Infrastructure efficiency ranking5 57/138

7. Ease of doing business ranking6 47/190

8. S&P rating7,10 BBB+

9. Internet penetration rate1 57.4%

10. Average annual household expenditure per capita1 US$ 6,638

Primary Statistics 2017

GDP Growth Rate2

3.7%

33.1%

63.2%

Sales

GDP by Sector3

Service Industry Agriculture

24.6

46.9

32.1

FDI Net Inflow: 
US$ billion1

2011 2013 2015

Mexico City 
21mn

Sector Attractiveness8,11

127.5 mn

US$1: 18.62 Mexican Peso

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Enrique Pena Nieto
Next election in July 2018

Head of Government

Major trade agreements

• NAFTA

• EU-Mexico FTA

• ALADI

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• CIT at 30% applies on Mexican resident taxpayers’ income from worldwide sources, as well as to foreign residents on the income 
attributed to their PEs located in Mexico. 

• High domestic law rates on certain cross-border payments, with significantly lower tax treaty rates available. Broad network of 
tax treaties in place.

• New BEPS-inspired rules. Master file, local file and country-by-country reporting in force
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Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty 10% 4.9% to 40% (tax havens) 25%/35%/40% (tax havens)
2. Treaty rate – US 0%/10% 4.9%/10%/15% 10% 
3. Treaty rate – Spain* 5%/15% 5%/10%/15% 10%
4. Treaty rate – Netherlands 0%/15% 5%/10% 10% 
5. Treaty rate – UK 0% 5%/10%/15% 10%

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• 25% on the gross amount or 35% on net basis if certain requirements are met.

2. Thin capitalization rules
• 3:1 debt/equity ratio; interest to non-resident related parties in excess of this ratio should not be deductible.

Certain industries (e.g., financial) are not bounded by this rules.

3.
General anti-avoidance 
rules (GAAR)

• Mexican Tax Law establishes a range of specific anti-abuse rules (e.g., deemed dividends, limitation of 
deductibility of expenses, transactions with tax havens etc.).

4.
Controlled foreign 
corporation (CFC) rules

• Undistributed profits of a foreign subsidiary are not subject to Mexican tax until dividends are paid, with the 
exception of income subject to preferred tax regimes

Corporate tax
Key tax principles
1. Headline Tax Rate • 30%
2. Basis of tax • Worldwide income

3. Tax on branch income
• Mexican branches or PEs subject to the same tax rules as Mexican corporations, with some tax 

deductibility exceptions
• 10% WHT on profit distributions

4. Permanent establishments
• PE definition follows OECD guidelines. Any place in Mexico where business activities or services are carried 

out or rendered by non-residents, regardless of the length of time involved
• Maquilas are not considered PEs of foreign principals if certain requirements are met.

5. Tax residence • Principal centre of administration or effective place of management 
6. Transfer pricing rules • Based on the OECD principles. Master file, local file and country-by-country reporting 

Indirect taxes/other taxes

1. VAT
• 16% general rate. 0% on exportation and certain services/products, a limited number of VAT exempt services 

and products also exist.

2. Real Estate Transfer tax
• The transfer of real estate is, subject to a variable transfer tax at rates averaging 2% to 4%. The tax is levied by 

most states and Mexico City

3. Compulsory profit sharing
• 10% of an adjusted taxable income required to be distributed to employees except general directors 

and managers 

Individual income tax (2017)
Chargeable Income (MXN) Tax (MXN) Tax on excess (%)
From To

0.01 5,952.84 0 1.92

5,952.85 50,524.92 114.29 6.40

50,524.93 88,793.04 2,966.91 10.88

88,793.05 103,218.00 7,130.48 16.00

103,218.01 123,580.20 9,438.47 17.92

123,580.21 249,243.48 13,087.37 21.36

249,243.49 392,841.96 39,929.05 23.52

392,841.97 750,000.00 73,703.41 30.00

750,000.01 1,000,000.00 180,850.82 32.00

1,000,000.01 3,000,000.00 260,850.81 34.00

3,000,000.01 and above 940,850.81 35.00

Responsibility to withhold payroll taxes: Employer

Tax Overview

Note: The above list may not be exhaustive
*Treaty is being renegotiated

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


Panama

• The Panamanian government’s crack down on corrupt 
practices is expected to curtail money-laundering 
activities in the country

• Business-friendly government policies and a free trade 
zone have helped make Panama one of the most 
attractive destinations for investment in 
Central America

• The recently completed Panama Canal extension and 
port developments will also help position the 
country as a favourable destination for 
shipping-related industries

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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1. GDP per capita4 US$13,564

2. GDP (Nominal) in billions4 US$55.12

3. Population between 15-543 57.42%

4. Unemployment rate3 5.5%

5. WEF Institutional capability ranking5 50/140

6. WEF Infrastructure efficiency ranking5 40/138

7. Ease of doing business ranking6 67/190

8. S&P rating7 BBB

9. Internet penetration rate1 51.2%

10. Average annual household expenditure per capita1 US$ 5,266

Infrastructure

• The completion of the massive Panama Canal extension project has slowed expected construction growth to 
2% in 2017 from 7.1% in 2016.

• However, the government is expected to continue infrastructure investments to fill the void and Port and 
Metro related investments are expected to drive the infrastructure sector in upcoming years. 

Transport 

• Panamanian ports are expected to see sustained growth in coming decades as more container ships make use 
of the port for transhipment operations due to its location near the Canal

• Favourable trade policies, infrastructure and geography make Panama is an attractive destination for 
shipping-related industries

Automotive

• Strong economic growth and rising incomes are projected to boost the passenger vehicle sector 
• Commercial vehicle sales are expected to contract due to a slowdown in the construction sector
• A relatively low vehicle penetration rate and rising incomes provide incentives for foreign automotive 

manufacturers to enter the market

Primary Statistics 2017
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Panama City
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14.3%

2.7%
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US$1: 1 Panamanian Balboa

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Juan Carlos Varela
Next election in May 2019

Head of Government

Major trade agreements

• LAIA

6.1%

5.8%

4.9% 5.2%
5.4%

5.8%
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Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Only Panamanian source income is subject to taxation regardless of whether it is received by a resident or non-resident entity. 

• Tax benefits under the free trade zone regime, available for a number of different activities. 
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Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty 5%/10%/20% 12.5% 12.5%
2. Treaty rate – Spain 0%/5%/10% 0%/5% 5%
3. Treaty rate – Netherlands 0%/15% 0%/5% 5%
4. Treaty rate – Luxembourg 5%/15% 0%/5% 5%
5. Treaty rate – UK 0%/15% 0%/5% 5%

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• 5% withholding tax on the gross consideration and 10% on the capital gain (WHT creditable). Only taxable if 
the Panamanian company generates taxable income

2. Thin capitalization rules
• No thin capitalization rules are in force in Panama. Interest expenses are deductible only in cases where the 

interest relates to the generation or conservation of taxable income from a Panamanian source.

3.
General anti-avoidance 
rules (GAAR)

• No GAAR in force in Panama.

4.
Controlled foreign 
corporation (CFC) rules

• No CFC rules are in force in Panama.

5. Free Trade Zone regime
• Entities established in free zones may enjoy exemption from import duties on goods, income tax, sales tax or 

export tax. Several activities permitted. Special regime for expats. 

Corporate tax
Key tax principles

1. Headline Tax Rate
• 25% corporate income tax rate on territorial income. 
• Alternative method to calculate the income tax (CAIR) for companies whose taxable income is greater than 1.5 

million USD.
2. Basis of tax • Territorial system

3. Tax on branch income
• Taxable at the normal rates applicable to Panama legal entities. 
• Branch profit WHT of 10% of net taxable income generated by the Panamanian branch

4. 
Permanent 
establishments

• Follows the OECD permanent establishment rules. A fixed place of business through which the business of an 
enterprise is wholly or partly carried on; a dependent agent (individual or company) that has and habitually 
uses powers to conclude contracts in the name and for the account of the taxpayer or bind this latest; or the 
supply of any type of service, including consulting services, if the suppliers of the services stay in Panama for its 
execution during more than 183 days within any 12 months

5. Tax residence • Place of incorporation or place of management
6. Transfer pricing rules • OECD-principle approach. Documentation requirements

Indirect taxes/other taxes
1. VAT • Movable goods and services transfer tax (ITBMS): general rate of 7%

2. Stamp tax
• Stamp duty is charged at a rate of USD 0.10 per USD 100 (or fraction thereof) only on certain 

commercial contracts

3. Real Estate Tax • Owners of real estate subject to 0% to 2.10% rate, depending on the value of the property

4. Operations notice tax
• Tax levied on the company’s equity. General rule: maximum tax of USD 60,000 and a tax rate of 2%. For 

companies in the free trade zone: maximum tax of USD 50,000 and a tax rate of 1%. 

Tax Overview

Individual income tax
Chargeable Income (USD) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 11,000 0 0
11,000 50,000 15% 0
50,000 And Above 25% 5,850
Responsibility to withhold payroll taxes: Employer

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


2011 2013 2015

Paraguay

• A rebound in the economies of Paraguay’s largest 
trading partners; Argentina and Brazil, and higher 
crop prices are expected to help bolster real 
GDP growth

• Government policies to redistribute land, increase FDI 
investment and create regulatory transparency are 
projected to aid Paraguay’s long-term growth.

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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Key Economic Indicators

Business Overview8

1. GDP per capita4 US$4,003

2. GDP (Nominal) in billions4 US$27.44

3. Population between 15-543 60.3%

4. Unemployment rate3 6.2%

5. WEF Institutional capability ranking5 131/138

6. WEF Infrastructure efficiency ranking5 106/138

7. Ease of doing business ranking6 106/190

8. S&P rating7 BB

9. Internet penetration rate1 44.4%

10. Average annual household expenditure per capita1 US$ 2,515

Agriculture

• Beef production from Paraguay is expected to rise 7% from 2015/16-2020/21, as the product is increasingly 
exported to meet international demand. However, diversification of export destinations is required to 
reduce risks

• Growth for Paraguay’s largest export—soybeans, is expected to remain stagnant due to land restrictions.

Telecommunications

• Government efforts have aimed to boost access to telecommunications
• Increasing prevalence of mobile phones creates opportunities for Mobile-money services 
• Lack of strong competition provides opportunities for new entrants to grow in this market

Infrastructure

• Paraguay is undertaking a number of infrastructure projects in the form of PPPs providing opportunities for 
foreign investors

• The government has allowed for bids to improve key highways, create or renovate airports, and develop 
inland ports

Primary Statistics 2017
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GDP Growth Rate2

6.7 mn
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Currency exchange 
rate (on 1st Dec, 2017)

President-Horacio Cartes
Next election in April 2018

Head of Government

Major trade agreements

• LAIA • MERCOSUR

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Corporate income tax is assessed at 10% on annual taxable income plus dividend tax of 5%.

• High domestic law rates on certain cross-border payments.

• Only two tax treaties are currently in force.
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Withholding taxes 
Key rates Dividend Interest Royalties
1. Non-treaty 15% 6%/15%/30% 15%/30%

2. 
Treaty rate –
Chile*/Taiwan 10% 10 %/15% 15%

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• 10% on the capital gain in the event the sales done into Paraguay. Sales of shares performed abroad are 
no taxable

2. Thin capitalization rules
• No thin capitalization rules are in force in Paraguay. 
• As a general rule, interest expenses
• may be considered as deductible expenses.

3.
General anti-avoidance 
rules (GAAR)

• No GAAR in force in Paraguay. However GAAR rules are applicable to exports of agricultural goods (soy beans, 
soy flour and soy oil)

4.
Controlled foreign 
corporation (CFC) rules

• No CFC rules are in force in Paraguay

Corporate tax
Key tax principles

1. Headline Tax Rate

• Commercial income tax for income from commercial, industrial, and service activities: 10% tax rate. Dividend 
distributions require an additional 5% tax paid by the local distributing company on the amount of dividends. 

• Agriculture income tax (AIT) for income from agricultural and cattle activities: 10% tax rate. Also, dividend 
distributions require an additional 5% tax paid by the local distributing company on the amount of dividends

2. Basis of tax • Territorial system

3. 
Tax on branch income or 
foreign shareholders

• Taxable at the normal rates applicable to Paraguay legal entities. 
• Profits transferred or credited to the head office/shareholders are subject to a 15% withholding tax. It has to 

withheld when it is remitted to the head office abroad. 

4. Permanent establishments

• The following activities may be considered as a PE in Paraguay: (a) branches or agencies; (b) factories, 
industrial plants, or cattle ranches, (c) mine activities, or any other natural resources extraction activities, (d) 
civil construction or assemble activities that exceed 12 months and (e) activities performed by the legal 
representative (individual), who acts on behalf of a foreign entity.

5. Tax residence • Place of central management

6. Transfer pricing rules • No transfer pricing rules currently in force, except for a general regulation applicable to imports and exports

Indirect taxes/other taxes
1. VAT • General tax rate of 10%
2. Stamp tax • There are no taxes on acts and documents in Paraguay.

3. Real state tax • Real estate tax is levied annually at 1% of the fiscal value of the property

Individual income tax
Chargeable Income Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 72 monthly salaries (*) 8% -
72 monthly salaries and above 10% -
Responsibility to withhold payroll taxes: Employer 

(From September 2017, the employer has to withhold a percentage of the monthly salary)

Tax Overview

Individual/each taxpayer has to prepare, present and pay the Individual Income Tax. 

(*) The FY2016 the minimum amount that raises a tax obligation is PYG 122.520.000 (aprox. US$ 21.880) in the year

*The WHT is an advance payment in Chile

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Peru

• Peru has enjoyed an steady economic progress over 
the last decade. However in the first semester of the 
year, there has been a slowdown in economic activity 
as a result of El Nino phenomenon and the deferral of 
main infrastructure projects. 

• The government´s USD6.4bn reconstruction plan, as 
well other stimulus measures, will give growth a boost 
towards the end of the year, while a further impetus 
will come from looser monetary conditions and 
improved terms of trade.

• One of the highest-ranked South American nations on 
the Ease of Doing Business Index –attributed to its 
progressive investment policies

Sources: 1. Osiptel report (March 2017) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of December 2017), 4. International 
Monetary Fund; World Economic Outlook (October 2017), 5. WEF 2017 Global Competitiveness Ranking 2017-2018, 6. Doing Business, The World Bank (2018) 7. 
Standard and Poor Rankings [as of June 2017], 8. BMI Research 9. World Bank Data (2016)

Sector Attractiveness8
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Key Economic Indicators

Business Overview8

1. GDP per capita4 US$6,598

2. GDP (Nominal) in billions4 US$210.01

3. Population between 15-543 58.5%

4. Unemployment rate4 6.7%

5. WEF Institutional capability ranking5 116/137

6. WEF Infrastructure efficiency ranking5 86/137

7. Ease of doing business ranking6 58/190

8. S&P rating7 BBB+

9. Internet penetration rate1 56%

10. Average annual household expenditure per capita9 US$3,881

Mining

• Peru's mining industry value will see double-digit growth (12.8%) in 2017, driven by improving mineral 
prices and a strong project pipeline.  

• Industry remains competitive in regional terms, particularly given elevated production costs in neighboring 
countries. This will incentivize foreign investment, with Chinese firms leading with an estimated USD10.2bn 
committed to seven mining deposits.

• Peru's copper and gold sector will see solid production growth over the coming years, supported by a strong 
project pipeline, rising prices and a stable business environment. 

Infrastructure

• Peru's construction industry will post weak growth in 2017, before accelerating from 2018 as construction 
moves forward or recommences on major works and reconstruction efforts. A robust pipeline of projects, 
especially in the energy and transport sectors, has been plagued by delays in recent years, but the long-term 
outlook under President Kuczynski remains strong.

• From 2018, we expect the recommencement of major works and a stronger economy to bolster construction 
industry value, with the industry averaging 3.4% growth from 2018 through 2021.

Retail (Food 
and Drink)

• In 2017, spending on food and non-alcoholic drinks will amount to over PEN56.1bn (USD17bn), an increase 
of 3.4% on 2016. As disposable incomes grow, price becomes a less important purchasing factor, and rising 
demand for premium products will contribute to increased spending.

• Per capita consumption of food is projected to grow at a CAGR of 3.5% from 2015-2020, while per capita 
consumption of alcohol is projected to grow at a CAGR of 8.2% from 2015-2020. 

Primary Statistics 2017
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President- Pedro Pablo 
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Head of Government

Major trade agreements

• EU - FTA

• US – FTA 

• GSTP

• CHINA - FTA

• CAN

• LAIA



• Companies incorporated in Peru are considered resident and subject to a corporate income tax rate of 29.5% (rate in force since January 1st, 
2017). 

• Peruvian-source income received by foreign entities, including income from technical services provided abroad, is subject to high withholding
taxes at source. 

• Special rules for transactions with entities resident in a tax-haven jurisdiction. 
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Withholding taxes
Key rates Dividend Interest Royalties

1. Non-treaty

5% (rate in force since FY 2017).
The rate will be 4.1% in case of distribution 
of dividends of FY 2014 and 6.8% for FY 
2015-2016. 

4.99%
30% (related parties)

30%
15% (technical assistance)

2. Treaty rate – Canada 10%/15% 15% 15%
3. Treaty rate – Mexico 10%/15% 15% 15%
4. Treaty rate - Portugal 10%/15% 10%/15% 15%
5. Treaty rate - Switzerland 10%/15% 10%/15% 15%
6. Treaty rate – Chile 10%/15% 15% 15%
7. Treaty rate – Brazil 10%/15% 15% 15%
8. Treaty rate – Korea 10% 15% 15%

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• Taxed as ordinary income
• 5% for listed shares (0% in 2016 to 2019 provided that certain requirements are met).
• Capital gains from an indirect transfer of shares could be subject to tax in Peru if certain requirements are met.

2. Thin capitalization rules

• As a general rule, interest is deductible provided they are related to the acquisition of goods or services incurred in order to
obtain or produce taxable income or to maintain the source of such income. 

• 3:1 debt-to-equity ratio for related-party indebtedness.
• Loans to shareholders are considered dividend distributions (non deductible) up to the amount of the taxpayer’s accumulated 

distributable profits, and subject to dividend WHT. 

3.
General anti-avoidance rules 
(GAAR)

• When tax evasion is detected, the authorities are entitled to collect the tax debt and fines; reduce the amount of balances due,
NOLs, or tax credits; or eliminate any tax advantage.

• Application of the GAAR temporarily suspended (until Regulations enter into force).

4.
Controlled foreign 
corporation (CFC) rules

• CFC rules to avoid the deferral of income tax on passive income obtained from CFCs (defined as at least 50% of ownership, 
voting rights or gains) provided such companies are situated in tax havens.

Corporate tax
Key tax principles
1. Headline Tax Rate • Companies incorporated in Peru are considered resident and subject to a CIT rate of 29.5% on income.
2. Basis of tax • Worldwide income.

3. Tax on branch income

• Branches or subsidiaries are subject to the same obligations applicable to all companies in Peru, including income tax, VAT, 
FTT, filing of the corresponding income tax and VAT returns, issuance of invoices, etc.

• The WHT on profit for distribution is applied on the date the annual income tax return is submitted. They are only taxed over 
their Peruvian source income.

4. Permanent establishments

• Follows OECD guidelines. (i) Fixed place of business through which an entity carries out business activities in whole or in part; 
(ii) if an individual has a power of attorney of a foreign entity and uses it on a regular basis to sign agreements on behalf of the 
foreign entity; and (iii) if the person with powers of attorney of the foreign entity keeps in Peru inventory and/or goods to be
negotiated in Peru on behalf of the foreign entity.

5. Tax residence • Place of incorporation.

6. Transfer pricing rules

• OECD-principle approach. Documentation requirements.
• Required affidavits (*):
1. Local report.
2. Master report: organizational structure, transfer pricing policies for intangibles and financing, financial and tax positions. 
3. Country-by-country report: global distribution of income, taxes paid and business activities of each company in the 

multinational group. 
• “Benefit test” for deduction of services provided by related parties. 
• Some information will be required in order to deduct intra-group services.
• “Low value-adding services” with margins over 5% of their costs and expenses will no longer be allowed.

• (*) The obligation to file the Master report and Country-by-country report will be in force since 2018. 

Tax Overview

*Peru also has a Double Tax Treaty with the other members of the Andean Community (Bolivia, Ecuador, and Colombia)

Indirect taxes/other taxes
1. VAT • 18% general rate
2. Stamp tax • No Stamp taxes in Peru
3. Real estate tax • Transfer of property and real estate are subject to a transfer tax at a rate of 3%.
4. Tax on financial transactions • 0.005% tax on all debits and/or credits on Peruvian bank accounts held by the taxpayers

5. Temporary Net Assets Tax
• 0.4% tax on the value of the company’s net assets (can be credited against CIT advance payments or 

definitive CIT).

* A tax unit is equivalent to 4,050 Peruvian soles (PEN) for year 2017

Individual income tax
Chargeable Income (Peruvian Nuevo Soles – PEN)

Tax Rate
Bracket Reference in tax units*
First Up to 5 Up to PEN 19,750 8%
Second 5-20 PEN 19,750 – PEN 79,000 14%
Third 20-35 PEN 79,000 – PEN 138,250 17%
Fourth 35 to 45 PEN 138,250 – PEN 177,750 20%
Fifth From 45 From 177,750 30%
Responsibility to withhold payroll taxes: Employer

Deduction of personal expenses: In addition to the 7 tax units deduction (PEN 28,350) established by the Income Tax Law, individuals may annually deduct their 

personal expenses (which may not exceed 3 tax units, which is PEN 12,150) in order to determine its taxable income (some formal requirements must be met)

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


Middle East

Saudi Arabia

United Arab Emirates
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Saudi 
Arabia

United Arab 
Emirates
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Saudi Arabia

• As the largest market in the Arab World, Saudi Arabia 
offers significant investment potential due to it’s 
stability and high purchasing power

• The government budget is allocated largely to defence, 
education, healthcare and transportation 
projects – with a focus on diversifying the economy 

• Foreign investment regulations across a variety of 
industries have been relaxed in recent years, though 
they continue to be relatively restrictive on certain 
key industries. 

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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Key Economic Indicators

Business Overview8

1. GDP per capita4 US$20,150

2. GDP (Nominal) in billions4 US$639.62

3. Population between 15-543 65.25%

4. Unemployment rate 3 11.2%

5. WEF Institutional capability ranking5 24/138

6. WEF Infrastructure efficiency ranking5 31/138

7. Ease of doing business ranking6 94/190

8. S&P rating7 A-

9. Internet penetration rate1 69.6%

10. Average annual household expenditure per capita1 US$ 7,187

Oil and Gas

• Oil and gas continue to be the backbone of the KSA economy, and oil production is expected to trend slightly 
upward for the next five years

• The country's gas reserves are underdeveloped and could create upstream investment potential. However, 
the country’s dependence upon oil leaves the economy vulnerable to oil price fluctuations

Infrastructure
• Increasing private investment could provide opportunities for infrastructure investment
• Despite government spending cuts, private investment is expected to create a CAGR of 7.77% from 2016-

2015 in the construction industry

Healthcare

• Saudi Arabia has the largest pharmaceutical market in the Arabian peninsula, with sales of US$ 7.4 billion 
in 2016

• The KSA plans to employ 100,000 Saudi nationals in the healthcare sector by 2030 as part of its 
diversification strategy

• An ageing population and increasing incidence of lifestyle diseases will also bolster increased 
healthcare expenditure

Primary Statistics 2017
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King and Prime Minister 
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Head of Government

Major trade agreements

• GAFTA • GCC

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Companies in Saudi Arabia are taxed at 20% on adjusted net profits to the extent they have direct/indirect non-GCC 
shareholders, and are subject to Zakat at 2.5% on the company’s net worth to the extent they have GCC shareholders.

• The Saudi government has implemented VAT in January 2018.

• Tax authorities will recognise permanent establishment of non-resident service providers in tax treaty countries if duration of 
services exceeds 6 months.
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Withholding taxes*
Key rates Dividend Interest Royalties
1. Non-treaty 5% 5% 15%

2. Treaty rate – Korea
5% (shareholding of ≥25%) 
Otherwise, 10%

5% 5% (equipment rental) Otherwise, 10%

3. Treaty rate – NL
5% (shareholding of ≥10%) 
Otherwise, 10%

5% 7%

4. Treaty rate – UK
5%
15% if paid by property 
investment vehicle

0% 5% (equipment rental)Otherwise, 8%

5. Treaty rate - Spain
0% (shareholding of ≥25%)
Otherwise, 5%

5% 8%

Other key tax drivers 

1.
Capital gains on 
share/asset transfers

• Taxed at 20% as income tax or Zakat at 2.5%

2.
Permanent establishment 
(PE) risks

• Tax authorities do not require physical presence.
• Will recognise Services PE if the provision of services by a resident from a tax treaty country to a Saudi 

customer exceeds 6 months even if performed entirely outside of Saudi Arabia.
• Will recognise a PE if services are performed on the ground by staff of non-resident entities, regardless of the 

duration of local presence and whether a tax treaty is applicable. 

3.
General anti-avoidance 
rules (GAAR)

• Tax authorities may (i) disregard transactions that have no economic effect, (ii) adopt a ‘substance over form’ 
approach and reclassify transactions accordingly, (iii) re-allocate income and expenses in related party 
transactions to an arm’s length. 

Corporate tax
Key tax principles

1. Headline Tax Rate

• Income tax at the rate of 20% is assessed on the net adjusted profits.
• Natural Gas Investment Tax rates between 30% progressively up to 85% applies to natural gas 

activities.(Depending on IRR)
• Income from oil and hydrocarbon production is subject to tax at the rate of between 50% to 85%.

2. Basis of tax
• Saudi companies with direct/indirect non-GCC shareholders 
• Permanent establishments of non-Saudi resident companies

3. Tax on branch income • Taxed at 20%

4. Permanent establishments

• Place of activity of the non-resident through which it carries out business
• Business carried out through a non-independent agent that negotiates or enters into contracts on behalf of the 

non-resident company, or who has an inventory balance in Saudi owned by the non-resident company to 
regularly meet customers’ demands on behalf of the non-resident company.

5. Tax residence
• Place of incorporation, or
• Central management and control.

6. Transfer pricing rules

• Currently no transfer pricing regulations. 
• Related party transactions are scrutinized for commercial justification and arm’s length. 
• Formal transfer pricing regulations are to be introduced in the near future, expected to be broadly in line with 

OECD guidelines with some influence from UN guidelines.

Indirect taxes/other taxes

1. VAT • The standard VAT rate is 5%.

2. Customs duty
• Most goods and products imported into Saudi Arabia are subject to the general customs duty rate of 5%. 

Certain exemptions are in place

3. Zakat
• A religious tax assessed of 2.5% assessed on the net worth of companies in Saudi Arabia to the extent they 

have GCC-shareholders. 
• New Zakat regulations are currently being drafted.

4. Social Insurance

• Paid monthly and assessed on (i) basic wage, (ii) cash or in-kind housing allowance, and (iii) commissions, 
with an upper limit of SAR 45,000. 

• 2% for non-Saudi employees, paid by the employer. 
• 22% for Saudi employees, paid by employee (10%) and employer (12%).

5. Personal income tax • None

Tax Overview

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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United Arab Emirates

• Liberal FDI policies and a comparatively diversified 
economy have led to the UAE’s success

• Despite a strong services presence in the UAE, a 
decline in oil prices and a decrease in investment from 
India and China have slowed growth

• Low interest rates and high rates of tourism have 
created a strong consumer base with projected 
increases in total household spending 

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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Key Economic Indicators

Business Overview8

1. GDP per capita4 US$37,678

2. GDP (Nominal) in billions4 US$371.35

3. Population between 15-543 74.8%

4. Unemployment rate3 12.1%

5. WEF Institutional capability ranking5 7/138

6. WEF Infrastructure efficiency ranking5 4/138

7. Ease of doing business ranking6 26/190

8. S&P rating7 AA[Abu 
Dhabi]
BBB+ 
[Sharjah]

9. Internet penetration rate1 91.2%

10. Average annual household expenditure per capita1 US$ 15,625

Oil & 
Petrochemicals

• The UAE economy remains heavily dependent upon oil exports, but recent efforts display a desire to 
diversify the economy

• The UAE production of oil is projected to peak in 2022 before declining 
• The government is looking to explore unconventional resources to diversify its exports

Tourism

• Total international tourist receipts are projected to increase 325% from 2016-2020, from US$ 56.8bn to 
US$ 238.9 bn

• Growth will be spurred by the 2020 Expo, new theme parks, increases in flights to the UAE and financial 
incentives for hotels

Transportation 
Infrastructure

• Transportation infrastructure investment will drive growth in the UAE as the country attempts to further 
develop railways, airports and ports

• Dubai is expected to rapidly expand its urban infrastructure networks, especially its metro system, prior to 
the 2020 Expo

• The US$ 11bn Etihad railway project is also projected to be a source of growth in the Emirates in order to 
facilitate easier transport of goods internally

Primary Statistics 2017

GDP Growth Rate2

0.7%

44.6%

54.7%

Sales

GDP by Sector3

Service Industry Agriculture

7.2
9.5

11.0

FDI Net Inflow: 
US$ billion1

Abu Dhabi
2.7mn

Dubai
2.4mn

9.3 mn

US$1: 3.67 UAE Dirham

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Shiekh Khalifa bin 
Zayed Al Nahyan

Head of Government

Major trade agreements

• GAFTA • GCC

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Corporate income tax (except for foreign oil companies and branches of foreign banks), personal income tax and withholding tax 
are not applicable.

• The UAE has over 60 DTTs in force and others awaiting conclusion or ratification reducing taxation in investment jurisdictions. 

• VAT has also been implemented in the country in January 2018.
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Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty 0% 0% 0%

Other key tax drivers 

1. Free trade zones (FTZs)

• There are over 30 FTZs (and business parks) in the UAE, each having its own regulations.
• Businesses established in FTZs are generally eligible for guaranteed tax holidays for 15 to 50-year

(renewable) periods.
• The FTZs also offer exemption from customs duties.
• The laws granting these holidays and exemptions are not consistent among the various FTZs, and each FTZ

therefore needs to be considered separately.

Corporate tax
Key tax principles

1. Headline Tax Rate

• The UAE does not have a federal corporate income tax regime. Instead, most of the Emirates have their own
corporate income tax decrees (“Decrees”). Although the Decrees allow for corporate tax to be levied on all
companies and branches up to 55%, in practice tax is only enforced on corporate entities engaged in the
production of oil and gas and branches of foreign banks.

2. Basis of tax • Profits are taxed on territorial nexus (territorial system)
3. Tax on branch income • The decree of each Emirate must be consulted to determine the treatment of branches of foreign banks.

4. Permanent establishments
• Generally defined as: branch, management or other fixed place of business, and presence through an agent that

exercises authority to conclude contracts on behalf of such corporations. The definition however need to be
considered individually under the applicable Decree.

5. Tax residence • Territorial system (i.e. where profits are earned)
6. Transfer pricing rules • There are no transfer pricing rules.

Indirect taxes/other taxes

1. VAT • The standard VAT rate is 5%.

2. Customs duty
• Applies to all imports made outside the GCC countries. The standard rate is 5%, other rates (0%, 50%, 100%) 

apply depending on the nature of the goods imported.

3.
Hotel tax and 
tourism levies

• Most Emirates impose a hotel tax of 5%-10% on the value of hotel services and entertainment. A Tourism 
Dirham fee is levied in the Emirate of Dubai (ranging from AED 7-20 dirham (AED) per room per night.

4. Personal Income Tax • None

Tax Overview

Given that there are currently no WHTs in the UAE, there is no need for protection from source country taxation under DTTs in an investment 
scenario. Note however that the UAE has an expanding tax treaty network reducing withholding tax (even to 0%).

* Social security contributions are applicable to GCC national employees. The employer is responsible for withholding and remitting the social security contribution to 
the authorities.

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Azerbaijan

• The economy in Azerbaijan is largely reliant on oil-
based exports, and is one of the largest exporters to 
the European Union

• Recent efforts at long-term economic reforms have 
been promising, with infrastructure development as a 
key priority to boost growth in light of a downturn in 
oil prices. 

• The government aims to build Azerbaijan as a 
sustainable and diversified transit economy (situated 
between Russia and Iran)

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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Key Economic Indicators

Business Overview8

1. GDP per capita4 US$3,956

2. GDP (Nominal) in billions4 US$37.56

3. Population between 15-543 61.1%

4. Unemployment rate3 6.4%

5. WEF Institutional capability ranking5 48/138

6. WEF Infrastructure efficiency ranking5 55/138

7. Ease of doing business ranking6 65/190

8. S&P rating7 BB+

9. Internet penetration rate1 77%

10. Average annual household expenditure per capita1 US$2,836
[2012]

Oil and Gas

• The economy remains highly dependent on oil, which accounts for over 75% of Azerbaijan’s exports
• Azerbaijan lacks maritime links, and hence exports require use of supply chain networks in 

neighbouring countries
• Shortages in extraction equipment have caused the oil sector to underperform

Agriculture

• The share of agriculture as a percentage of total GDP has been decreasing over the last decade, but there are 
many efforts towards reversing this trend through sustainable agricultural initiatives – conservation 
agriculture etc.

• Partnerships with international agricultural institutes have been successful to grow funding for transforming 
the industry

Telecommunications

• The Azerbaijani telecom sector is set to expand as more consumers demand 3G/LTE services
• Government efforts to expand broadband services could result in privatisation and opportunities 

for investors

Primary Statistics 2017

6.4%

61.1%

32.5%

Sales
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Services Industry Agriculture

4.5

2.6

4.1

FDI Net Inflow: 
US$ billion1

GDP Growth Rate2

Baku
2.4mn

9.8 mn

US$1: 1.7 Azerbaijani manat

Population

Currency exchange 
rate (on 31 Dec, 2017)

President-Ilham Aliyev
Next election in October 2018

Head of Government

Major trade agreements

• ECO • GUAM

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Currently Azerbaijan has three different tax regime: the statutory tax regime, Production Sharing Agreements (PSA), Host 
Government Agreements (HGA).

• PSAs and HGAs provide for a more favourable tax regime (deductibility of expenses, exemption from certain taxes and 
duties etc.).

• Azerbaijan companies are taxed on worldwide income with CIT at 20%.
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Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty 10% 10% 14%
2. Treaty rate – UK 10%/15% 10% 5%/10%
3. Treaty rate – Germany 5%/15% 10% 5%/10%
4. Treaty rate – Canada 10%/15% 0%/10% 5%/10%

5.
Treaty rate –
Czech Republic

8% 5%/10% 10%

Other key tax drivers 

1. Capital gains
• There is no separate capital gains taxation in Azerbaijan. Proceeds from the disposal of capital assets are 

included in ordinary taxable income.

2. Thin capitalization rules

• There is no concept of thin capitalisation in Azerbaijani tax law. 
• However, the Tax Code provides that interest on loans received from overseas and/or from related parties may 

be deducted, limited to the interest rate on loans with similar currency and maturity at the interbank 
credit auction. 

• In absence of such an auction, deductions for interest may not exceed rates of 125% of the interbank auction 
credit rates published by the Central Bank of Azerbaijan.

3.
General anti-avoidance 
rules (GAAR)

• Azerbaijan tax law does not provide rules on GAAR.

4.
Controlled foreign 
corporation (CFC) rules

• If a resident of Azerbaijan directly or indirectly holds more than 20% of shareholders’ equity or possesses more 
than 20% of the voting shares of a foreign legal entity that, in turn, received income from a state with favorable 
taxation, then such income shall be included in the resident’s taxable income.

Corporate tax
Key tax principles

1. Headline Tax Rate
• Simplified tax is imposed on gross revenues at a rate of 4-8% in Baku and a rate of 2-8% in other regions 

of Azerbaijan

2. Basis of tax
• Worldwide income for resident companies; non-resident companies pay tax on income sourced in Azerbaijan 

through a PE. Domestic enterprises and PEs of non-residents are subject to profit tax at the flat rate of 20%

3. Tax on branch income
• In addition to profit tax paid by a PE of a non-resident, the amount transferred from the net profit of such PE 

to the non-resident is taxed at the source of payment at a rate of 10%.

4. Permanent establishments
• A PE of a foreign legal entity is subject to taxation with respect to the income attributable to 

such PE.

5. Tax residence
• Resident is any legal entity established in accordance with the legislation of Azerbaijan and performing 

entrepreneurial activity or any activity that is managed in Azerbaijan

6. Transfer pricing rules
• Tax Code provides that relations between associated (interrelated) entities must be based on the arms’-

length principle. Also new rules on TP was enacted.

Indirect taxes/other taxes

1. VAT
• VAT is levied at 18% on the supply of goods and services and import of goods. Zero-rating applies in 

certain circumstances

2. Customs duty

• Customs Code sets out the rule governing all aspects of the regime, including:
- Establishment of bonded warehouses and duty-free zones
- Temporary imports and processing of foreign goods in Azerbaijan
- Procedures for the re-import and re-export of goods

3. Excise tax
• Imposed on tobacco products, alcoholic beverages, light vehicles, leisure and sports yachts, petroleum 

and lubricants

Individual income tax
Chargeable Income (AZN*) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 173 0% 0
173 2500 14% If person has exemption provided by the Tax Code.
above 2500 25% If person has exemption provided by the Tax Code.
Responsibility to withhold payroll taxes: Employer

Tax Overview

*Azerbaijani manats

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Czech Republic

• Long-term growth prospects for the Czech Republic 
are positive despite economic volatility in the EU. This 
is due to a skilled workforce, and successful 
government incentives to attract FDI

• The Czech Republic’s strategic geographic location 
between developing eastern European markets and 
developed western European markets makes it an 
important hub for manufacturing and transport 
of goods

• Between 2016-25, the GDP per capita is projected 
to rise 66.67%, due to rising wages and strong 
economic development

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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Key Economic Indicators

Business Overview8

1. GDP per capita4 US$18,286

2. GDP (Nominal) in billions4 US$192.99

3. Population between 15-543 53.68%

4. Unemployment rate3 5.6%

5. WEF Institutional capability ranking5 54/138

6. WEF Infrastructure efficiency ranking5 43/138

7. Ease of doing business ranking6 27/190

8. S&P rating7 AA-

9. Internet penetration rate1 81.3%

10. Average annual household expenditure per capita1 US$10,091

Transport 
and Shipping

• Total trade in the Czech Republic is expected to grow at a CAGR of 8.53% from 2016-20
• Government efforts to increase trade ties with neighbours, coupled with a multiple road and railway projects, 

will increase the Czech Republic’s profile as a transshipment and transportation hub.

Pharmaceuticals 
and Healthcare 

• The Czech Republic has one of the highest healthcare spending rates per-capita in Eastern Europe
• Increasing incomes will prompt increased expenditures in pharmaceuticals
• The government is encouraging investment in the biotechnology sector in order to diversify the economy

Automotive

• Comparatively lower production costs, a skilled workforce and increased connectivity have made the Czech 
Republic an attractive automotive production location, particularly for exports to other European markets

• The Czech Republic is the 4th biggest car producer in Europe (after Germany, France and UK). In 2015, 1.3 
million cars were manufactured in the Czech Republic.

Primary Statistics 2017

GDP Growth Rate2

2.5%

37.5%

60.0%

Sales

GDP by Sector3

Services Industry Agriculture

4.2

7.4

2.5

FDI Net Inflow: 
US$ billion1

Prague
1.3mn 10.6 mn

US$1: 21.48 Czech Koruna

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Milos Zeman, Prime 
Minister- Bohuslav Sobotka
Next election: (presidential in 
January 2018, legislative in 
October 2021)

Heads of Government

Major trade agreements

• CARIFORUM-EU

• EU

• EEA

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Companies being tax residents in the Czech Republic are taxed on their worldwide income at 19 % corporate income tax rate.

• Withholding tax rate can be reduced by the respective double tax treaty (“DTT”), currently the Czech Republic has over 80 DTTs 
in place. 

• Legislative changes are expected in relation to the implementation of Anti-Tax Avoidance Directive
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Tax Overview

Withholding taxes 
Key rates Dividend Interest Royalties
1. Non-treaty 15%/35%* 15%/35%* 15%/35%*
2. Treaty rate – Germany 0%**/5%**/15% 0% 0%***/5%
3. Treaty rate – Netherlands 0%**/10% 0% 0%***/5%
4. Treaty rate – Austria 0%**/10% 0% 0%***/5%

5.
Treaty rate – United 
Kingdom

0%**/5%**/15% 0% 0%***/10%

Other key tax drivers 

1. Capital gains
• Capital gains from the sale of shares are taxable at standard 19 % corporate income tax rate or at 15% personal 

income tax rate, unless is exempt. 

2. Thin capitalization rules
• Thin capitalization rule is based on 4:1 debt/equity ratio respectively 6:1 for financial institutions (banks, 

insurance companies). Thin capitalization rule limits only interest on loans granted by related party and other 
related financial cost. 

3.
General anti-avoidance 
rules (GAAR)

• General anti avoidance rules and abuse of law principle is defined in several supreme administrative court 
cases. Anti-avoidance rule or abuse of law principle might apply on artificial arrangements concluded with the 
sole purpose to obtain tax advantage whereas no economic, business or legal reasons exist.

4.
Controlled foreign 
corporation (CFC) rules

• CFC rule is not currently applied in the Czech Republic, however will be due to EU Anti-Tax Avoidance 
Directive adopted as of 1 January 2019.

Corporate tax 
Key tax principles

1. Headline Tax Rate
• 19 % Corporate Income Tax (CIT) applies to an income while having its source in the Czech Republic or to any 

worldwide income for tax payers being a tax resident in the Czech Republic.
2. Basis of tax • Worldwide income for tax residents; Income sourced in the Czech Republic for tax non-residents.

3. Tax on branch income
• Foreign company operating via the Czech branch has a similar taxation regime as the Czech tax resident 

corporations. A branch is liable for tax on profits attributable to the branch at the standard CIT rate.

4. Permanent establishments

• PE of a tax non-resident may be constituted either by a fixed place of business, provision of services, 
construction and installation activities or a dependent agent. In the case of provision of services, 
construction and installation activities the PE is created only if this activity lasts longer than 6 months in 
any 12 months period. 

5. Tax residence
• Resident for CIT purposes is any entity established in and having the effective place of management in the 

Czech Republic or only having the place of effective management in the Czech Republic.

6. Transfer pricing rules
• Pricing methods as described in OECD guidelines are be followed. It is also strongly recommended to keep 

transfer pricing documentation as the taxpayer bears the burden of proof upon challenge of prices by 
tax authorities.

Indirect taxes/other taxes

1. VAT
• VAT is generally charged at 21% on the supply of goods and services. Certain supplies are taxed at a rate of 15% 

and 10%
2. Customs duty • EU customs code applies

3. Excise tax
• Charged on the production or import of certain products such as tobacco and tobacco products, wines, 

semi-products, spirits and pure ethanol, beer, fuel, and mineral oils

****applicable only if income of individual derived from employment and independent business activities exceeds aforementioned threshold

Individual income tax 
Chargeable Income (CzK) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 1 296 288 (for tax year 2016) 15% N/A
1 296 288 (for tax 
year 2016) 

above 22%**** N/A

Responsibility to withhold payroll taxes: Employer

*35% applicable for countries outside EU/EEA and without DTT or TIEA.
**0% applicable if the requirements according to the Parent-Subsidiary Directive are met. If the requirements according to the Parent-Subsidiary Directive is not met the 
reduced withholding tax rate applies once certain volume of shares is held.
*** 0% applicable, if the requirements according to the Interest-Royalty Directive are met.

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Hungary

• Hungary is an attractive market for investment; 
strategically located in Central Europe, favourable
labour market conditions and a strong commitment 
from the government to ease business processes 
increases the competitiveness of both SME’s and 
larger enterprises

• Increases in investment (both from EU funds and 
private investment) as well as expansionary fiscal 
policy will foster growth in private consumption in the 
near future, boosting the non-manufacturing sectors 
of the economy 

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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Key Economic Indicators

Business Overview8

1. GDP per capita4 US$12,778

2. GDP (Nominal) in billions4 US$125.68

3. Population between 15-543 52.93%

4. Unemployment rate3 6.6%

5. WEF Institutional capability ranking5 114/138

6. WEF Infrastructure efficiency ranking5 62/138

7. Ease of doing business ranking6 41/190

8. S&P rating7 BBB-

9. Internet penetration rate1 72.8%

10. Average annual household expenditure per capita1 US$7,255

Pharmaceuticals

• Hungary’s educated workforce and substantial government support for pharmaceuticals, attracts significant 
inwards investment (cementing its comparative maturity to other sectors) 

• Pharmaceutical exports to grow at 16.2% CAGR from 2016-21 (US$10.37 bn by 2021) as Hungarian generic 
drug makers expand their presence in Asia 

Automotive

• Vehicles’ production between 2016-20 is expected to grow by ~6.8% y-o-y, stimulating investments from 
parts suppliers as OEMs presence in the market grows 

• Mercedes-Benz’s expansion of production in Hungary during 2016 (with another plant operational by 2020) 
further affirms Hungary’s growing position as a luxury car and auto parts manufacturing hub

Food Processing 

• Hungary’s food processing industry is the most mature in the CEE providing 5% of total exports, forming a 
key contributor to Hungary's trade surplus

• Inward FDI from W. European companies has increased the competiveness of foreign players - 48% of the 
market in 2015 (and fuelling historical growth with a 2010-15 CAGR of 9.1%)

Primary Statistics 2017

GVA by TOP 5 Sectors,20161

10.6

-3.7
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GDP Growth Rate2

2011

-2.6

Service Industry Agriculture

Budapest
1.74mn 9.8 mn

US$1: 263.54 Hungarian Forint

Population

Currency exchange 
rate (on 1st Dec, 2017)

Prime Minister- Viktor Orban
Next election before April 2018

Head of Government

Major trade agreements

• CARIFORUM-EU

• EU

• EEA

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• The corporate income tax rate is a flat rate of 9%. Entities resident in Hungary are subject to tax on Hungarian and foreign-
source income. 

• Adoption of OECD standards on automatic exchange of information. 

• Hungary does not operate a withholding tax regime on payments (dividend, interest, royalties) made to foreign entities.

• Various tax incentives and cash subsidies are available in Hungary for investment purposes.

• Hungary operates a participation exemption regime.
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Withholding taxes 
Key rates Dividend Interest Royalties
Local legislation Hungary does not levy withholding tax on payments (including dividend, interest and royalty) made to foreign entities.

Other key tax drivers 

1. Capital gains
• Capital gains are generally subject to 9% corporate income tax (CIT), however Hungary operates a reported participation 

exemption regime. The holding period is 1 year and at least 10% shares should be acquired and reported within 75 days from 
acquisition. 

2. Thin capitalization rules
• 3:1 debt-to-equity ratio. To the extent this debt-to-equity ratio is exceeded, interest is not deductible. 
• Non interest bearing loans are also included. 
• Back-to-back arrangements are exempted from the thin capitalization calculation.

3.
General anti-avoidance rules 
(GAAR)

• Substance-over-form principle. The Authorities can disregard the legal form of transactions in the event of “abuse” or 
“simulated” tax planning.

• Taxpayers shall exercise their rights and fulfill their obligations in compliance with the provisions of the relevant acts.
• Adoption of OECD standards on automatic exchange of information. 

4.
Controlled foreign 
corporation (CFC) rules

• A Hungarian domestic taxpayer shall treat a foreign entity, or a foreign PE as a CFC where the following conditions are met: in 
the case of a foreign entity, the taxpayer by itself, or together with its associated enterprises holds a direct or indirect 
participation of more than 50 percent of shares; and the actual corporate tax paid on its profits by the foreign entity or PE is 
lower than half of the corporate tax that would have been charged on the entity or PE under the applicable corporate tax rules in 
Hungary.

• Exceptions: both in respect of a foreign entity and PE: substantive economic activity, and only in respect of foreign entity:
shareholder or its related party registered on a recognized stock exchange.

Corporate tax 
Key tax principles

1. Headline Tax Rate

• 9% tax rate.
• Minimum taxation rules are applicable.
• Various tax base amending items including increasing and decreasing items.
• Several tax incentives available.

2. Basis of tax • Worldwide income.

3. Tax on branch income

• Total profit of the branch taxed in Hungary.
• 9% tax rate.
• Minimum taxation rules.
• No withholding tax on dividend, interest and royalty.

4. Permanent establishments
• OECD standards are applicable. Tax base is calculated based on OECD model commentary.
• Fix place of business and dependent agent concept is applicable.

5. Tax residence • Place of incorporation or place of management.
6. Transfer pricing rules • OECD-principle approach. Documentation requirements.(for certain conditions)

Indirect taxes/other taxes

1. VAT
• 27% general tax rate (18% and 5% preferential rates). 
• EU VAT directive is applicable.

2. Stamp duty
• The most common types of stamp duty are gift duty and duty on transfers of property for consideration. Stamp duty is levied on 

movable and immovable property and property rights if they were acquired in Hungary, unless an international agreement 
rules otherwise.

3. Real estate tax (RETT)
• Generally 4% up to a tax base of HUF 1 bn and 2% above this threshold. Capped at HUF 200 m/plot numbers. 
• Tax base is the fair market value of the real estate acquired.
• Acquiring shares in a real estate rich company triggers RETT.

4. Financial transaction tax
• Payable by commercial banks (0.3% general rate), mostly capped. 
• 0.6% tax rate on cash withdrawal.

5. Local Business Tax (LBT)
• Tax base is the net revenue (decreased by material costs and certain portion of COGS and mediated services).
• Tax rate is between 0-2% (varies by each municipalities).

6. Innovation contribution
• State tax. 0.3 % tax rate. 
• Tax base equals to the LBT base. 
• Micro, small enterprises and branches are exempted. 

Tax Overview

Payroll taxes 
Payroll taxes on gross salary in Hungary
• The gross salary is subject to the following taxes in Hungary (deducted from gross salary): 

Personal income tax (15%); Pension contribution (10%); Health insurance contribution (7%); 
Labor market contribution (1.5%)

• Employer’s additional payments on gross salary: Social tax (22%); Vocational training 
contribution (1.5%)

• Responsibility to withhold payroll taxes: Employer

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


2011 2013 2015

Poland

• Despite major political changes that has occurred in 
2015 in Poland, GDP is steadily growing 
at approx. 3% - 3,5%. 

• Polish financial system and economic situation are 
considered as a stable.

Sources: 1. World Bank Data [2015]; 2. IMF, World Economic Outloock [2016]; 3. CIA Factbook (as of January 2017), 4. CIA Factbook (2016),; World Economic 
Prospects (2015), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. WEF 2016 Global Competitiveness Ranking 2016-2017, 7. The World Bank [2017], 8. 
Trading economics; 9 World Bank Data [2015]; 10 World Bank Data [2015]

Sector Attractiveness8
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Key Economic Indicators

Business Overview8

1. GDP per capita1 US$12,316

2. GDP (Nominal) in billions2 US$467.59

3. Population between 15-543 54.6

4. Unemployment rate4 9.6%

5. WEF Institutional capability ranking5 65/138

6. WEF Infrastructure efficiency ranking6 53/138

7. Ease of doing business ranking7 24/190

8. S&P rating8 BBB+

9. Internet penetration rate9 68.0%

10. Average annual household expenditure per capita10 US$ 8,556

Automotive

• One of the biggest industry sector in Poland covering production of vehicles as well as its components. 
• Poland was chosen as a location for production activity by a lot of major automotive producers such as: 

Mercedes-Benz, General Motors, FIAT, TRW, Nexteer, Pittsburgh Glass Works.
• Automotive is has also one of the largest share within polish external trade.

Aviation

• Aviation sector in Poland is created by 30,000 employees working for 200 companies within the sector that 
is estimated to be worth more than 
1,3 b EUR that exports its products worldwide.

• Poland has a constantly growing aviation industry, mostly concentrated in south-eastern Poland. 
• Poland is the 8th best destination for aircraft investments in the world. 

Gaming

• Constantly growing sector estimated to be worth more than 400 m USD, being recognized internationally for 
its products like The Witcher developed by CD PROJECT RED studio.

• Gaming producers are supported with EU grants for innovative solutions within sectoral 
programme„ GameINN”.

Primary Statistics 2017
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Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Business income is in principle subject to 19% corporate income tax (“CIT”) rate. 

• As a rule, the provisions of EU directives have been implemented into the Polish taxation system.

• The Taxable base is the difference between incurred costs of earning revenue; if the difference is negative, the taxpayer declares a 
tax loss. In certain cases, revenue may be the taxable base. 
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Withholding taxes 
Key rates Dividend Interest Royalties
1. Non-treaty 19% 20% 20%
2. Treaty rate – Spain 5 %/15 % 0% 0 %/10 %
3. Treaty rate – Netherlands 5 %/15 % 0%/5% 5%
4. Treaty rate – Switzerland 0 %/15 % 5% 5%
5. Treaty rate – UK 0 %/10 % 0 %/5 % 5 %

Other key tax drivers 
1. Capital gains • Standard CIT rate is 19%

2. Thin capitalization rules

• Interest exceeding the debt-to-net equity ratio of 1:1 is non-deductible.
• The Polish CIT law allows also for an alternative method of calculating thin cap ratio which affects all the loans, not only those 

granted by related parties. Such method may be more cost effective for some companies but should be specifically elected by 
taxpayers.

• A qualified lender is:
- a direct or indirect shareholder owning at least 25% of the shares in the borrower’s share capital, or
- a sister company, provided that the same entity directly or indirectly holds at least 25% of the shares in the borrower’s share 

capital and 25% in the sister company’s share capital (acting as a lender).

3.
General anti-avoidance rules 
(GAAR)

• Legal transactions without sufficient justification other than this tax advantage shall not result in tax benefit.
• Adoption of OECD standards on Polish law

4.
Controlled foreign 
corporation (CFC) rules

• Income earned by the CFCs is subject to 19% CIT rate
• Taxpayers are allowed to decrease the tax due in Poland by the amount of tax already paid abroad by the CFCs

Corporate tax 
Key tax principles

1. Headline Tax Rate
• Standard CIT rate 19 %
• Lowered 15% CIT rate was introduced for so-called 'small taxpayers' 

2. Basis of tax
• Polish tax residents are subject to tax on their worldwide income
• Non-residents are taxed only on their Polish-sourced income

3. Tax on branch income
• The foreign company pays CIT at the standard rate of 19%, based on the income attributable to the operations of the 

Polish branch

4. Permanent establishments

• According to Polish CIT law, the following are understood to be a PE:
- A fixed place of business through which a non-Polish tax resident conducts its business activities, in whole or in part, within 

the territory of Poland; 
- A construction site, construction, assembly, or installation works carried on within the territory of Poland by a non-Polish 

tax resident
- A person who, on behalf and for the benefit of a non-Polish tax resident, operates in Poland, provided such person holds and 

exercises a power of attorney to enter into agreements on one's behalf
- unless the applicable Double Tax Treaty states otherwise.

5. Tax residence • Place of registered office or place of management 

6. Transfer pricing rules
• Taxpayers are obligated to prepare expanded transfer pricing covering not only the description of a transaction but also ‘other 

events included in the accounting books’

Indirect taxes/other taxes
1.  VAT • The VAT rates are 23% (standard rate), 8%, 5%, 0%, and exemption

2. Real estate tax • Municipal tax determined by local authorities.

3. Tax on financial institution • Financial institutions are subject to tax at 0.0366% monthly on the excess of their total assets above stipulated limit. 

4. Civil law activities tax
• The rates of tax should are prescribed in the regulations concerning particular activities and range from 0.5% to 2% (with penal 

rate at 20%).

Individual income tax
Chargeable Income (Polish Zloty- PLN) Tax Tax on excess (%)
From To
0 85,528 zł 18%

Less the amount decreasing income (which may vary)
85,528 zł

PLN 15 395,04 + 32% on 
the excess above 85 528.

Responsibility to withhold payroll taxes: Employer

Tax Overview

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


2011 2013 2015

Romania

• Romania is the fastest-growing economy in the EU, 
opening up new opportunities for making sales to 
the country.

• Romania has great potential as an export-oriented 
manufacturing and service center, with a cheap labor 
force and unfettered access to the EU’s single market.

• Romania’s market potential is limited by households’ 
relatively low purchasing power.

• Longer-term growth depends on solving structural 
issues such as poor infrastructure and a 
shrinking population

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. World Bank Data 
(2015), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8. 
National Employment Agency (January 2017), 9. Dun&Bradstreet Country Insight Snapshot (March 2017), 10. Invest Romania Agency 

Sector Attractiveness8
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Key Economic Indicators

Business Outlook9

1. GDP per capita4 US$9,465

2. GDP (Nominal) in billions4 US$187.04

3. Population between 15-544 13.2 m

4. Unemployment rate8 4.8%

5. WEF Institutional capability ranking5 92/138

6. WEF Infrastructure efficiency ranking5 88/138

7. Ease of doing business ranking6 36/190

8. S&P rating7 BBB-

9. Internet penetration rate1 55.8%

10. Average annual household expenditure per capita1 US$ 6,076

Industry

• Romania is the 4th biggest automotive manufacturer in the CEE, the automotive sector growing by 18% year-
on-year average between 2009 and 2014 and is forecasted to exceed EUR 20 bn by 2020. In the last decade 
more than 600 OEMs for automotive supplies opened plants in Romania following the investments of 2 big 
automotive manufacturers at Craiova and Mioveni.

• The IT&C sector in Romania is considered as a primary growth driver with a year-on-year growth of 9% 
between 2013 and 2014 and is forecast that by 2020 it will be worth EUR 4 billion. Global software 
companies already leverage the development potential of Romanian software developers at a fraction of the 
cost compared to Western Europe, while maintaining the product quality.

FDI stock

• Manufacturing, financial services and trade account for approx. 57% of FDI stock existing in Romania in 
2015, followed by real estate and utilities;

• The real estate sector as well as professional, scientific and technical activities registered the highest FDI 
growth rates;

• IT&C, while not growing at the same pace, is becoming a focus sector with strong connections to the 
international markets.

Primary Statistics 2017
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President- Klaus Iohannis
Next election in November 2019
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Major trade agreements
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Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• The corporate income tax rate and the personal tax rate is 16%. Legal entities resident in Romania are subject to tax on 
Romania’s and foreign-source income. 

• Adoption of OECD standards on automatic exchange of information. Romanian-source income received by foreign entities is 
subject to withholding taxes at source.
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Tax Overview

Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty 5% 16% 16%
2. Treaty rate – Spain 10%/15% 10% 10%
3. Treaty rate – Netherlands 0%/5%/15% 0%/3% 0%/3%
4. Treaty rate – Switzerland 0%/15% 0%/5% 0%/10%
5. Treaty rate – UK 10/15% 10% 10%/15%

Other key tax drivers 

1. Capital gains
• Taxable in Romania at 16%. A domestic participation exemption may apply (conditions: tax treaty country, min. 10% holding, 

min. 1 year holding period). The more favourable provisions of the Double Tax Treaty apply in certain conditions)

2. Thin capitalization rules

• The deductibility of interest expenses and net foreign exchange losses related to long-term loans (with a maturity period of over 
one year) is first subject to the safe harbour rule. The safe harbour rule limits the deductibility of interest on such loans to a 
maximum of 4% for loans denominated in foreign currency and to the National Bank of Romania’s reference interest rate for 
Romanian leu loans (currently 1.75%). Interest expenses recorded over this limit are tax non-deductible and cannot be carried 
forward in future periods. 

• 3:1 debt-to-equity ratio. If the debt-to-equity ratio is higher than 3:1 or if the company’s equity is negative, expenses incurred 
from interest charges and net losses related to foreign exchange differences on long term loans are fully non-deductible. The 
mentioned expenses may, however, be carried forward to subsequent fiscal years and become fully tax deductible in the year 
the debt-to-equity ratio becomes lower than or equal to 3:1. 

3.
General anti-avoidance 
rules (GAAR)

• Substance over form and local GAAR rules: The Romanian tax law provides a general substance over form principle according 
to which the tax authorities may disregard transactions without economic purpose or they may reclassify the form of a 
transaction in order to reflect its economic substance. In addition, the tax authorities may deny the DTT benefits for cross 
border transactions deemed as artificial. 

• Romania implemented the provisions of the EU Parent Subsidiary Directive on anti-hybrid and general anti avoidance rules.
• Adoption of OECD standards on automatic exchange of information. 

4.
Controlled foreign 
corporation (CFC) rules

• Romania does not have a controlled foreign company (CFC) regime. 

Corporate tax 
Key tax principles
1. Corporate Income Tax • 16% CIT rate
2. Basis of tax • Worldwide income

3. Tax on branch income
• Branches have to be registered with the Romanian Tax Authorities
• The registration, taxation (taxable profits are taxed at 16%) filing and payment requirements are similar to those for a 

Romanian company.

4. 
Permanent 
establishments (PE)

• A PE is generally defined as being the place through which the activity of a non-resident company is conducted, fully or 
partially, directly or through a dependent agent. Once a PE is created, Romania has the right to tax the profits of the non-
resident parent company derived from the activities performed through the PE.

• In defining the PE concept, reference can be made to Article 5 - ‘Permanent establishment’ of the OECD Model Tax 
Convention, which has been transferred from the Methodological Norms to the Fiscal Code.

5. Tax residence
• A company is considered tax resident in Romania if it was set-up under Romanian law or has its ‘place of effective management’ 

in Romania. 
6. Transfer pricing rules • OECD-principle approach. Documentation requirements.

Indirect taxes/other taxes 
1. VAT • 20% standard rate (19% as of 1 January 2017). Reduced rates of 9% or 5% for specific categories 

2. Stamp tax
• For judicial claims, issue of licences and certificates and documentary transactions that require authentication, stamp duty( in 

the form of notary fee) has to be paid.

3. Real estate tax • Romania does not impose a Real estate tax per se. Upon a real estate transfer 1% notary and land Book fee apply.

4. Financial transaction tax • Romania does not impose a FTT.
5. Turnover tax • Romania does not impose a tax on turnover.
6. Wealth Tax • Romania does not impose a wealth tax.

Individual income tax

1. Personal income tax
• Most types of income earned by individuals are taxed at a flat rate of 16%. There are certain exceptions from this rule (e.g. the 

tax rate for income from the transfer of immovable property depends on the sale value and the period of ownership of the asset, 
the tax rate for income from gambling activities depends on the income level).

2. Employee contributions
• Social Security (pension) contribution: 10.5% (capped)
• Unemployment insurance fund: 0.5%
• Health insurance fund: 5.5%

3. Employer contributions

• Social Security (pension) contribution:15.8%; 20.8%;25.8% depending on working conditions (capped);
• Health insurance fund: 5.2%;
• Medical leave: 0.85% (capped);
• Guarantee Fund: 0.25%;
• Unemployment insurance fund: 0.5%;
• Work accidents, risk insurance and occupational disease fund: 0.15% to 0.85%, depending on the 

risk classification. 

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


Russia

• Despite a recent recession, the Russian economy’s size 
and vast consumer base make it an appealing 
destination for investors

• Sanctions have limited Russian economic growth in 
recent years, and a depreciation of the Rouble has 
made foreign investors cautious; but it is projected 
that positive GDP growth will resume in 2018

• In the short-term the Russian economy is predicted to 
maintain a focus on commodity exports and growth

Sources: 
1. Russian Federation Federal State Statistics Service; 2. The Central Bank of the Russian Federation; 3. Ministry of Economic Development of the Russian 
Federation; 4. Entertainment and media outlook 2016-2020, PWC; 5. WEF 2016 Global Competitiveness Ranking 2016-2017; 6. Standard and Poor Rankings [as of 
June 2017]; 7. BMI Research

Sector Attractiveness8
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Key Economic Indicators

Business Overview

1. GDP per capita4 US$8,929

2. GDP (Nominal) in billions4 US$1,280.7

3. Population between 15-543 55.1%

4. Unemployment rate 3 5.3%

5. WEF Institutional capability ranking5 88/138

6. WEF Infrastructure efficiency ranking5 35/138

7. Ease of doing business ranking6 40/190

8. S&P rating 7 BB+

9. Internet penetration rate1 56%

10. Average annual household expenditure per capita 1 US$2,755

Oil and Gas

• Russia’s vast hydrocarbon reserves (#1 in the world), have made it the leading oil producer and second-
largest gas producer globally

• Despite its large reserves, oil investment from multinationals remains low, and domestic firms lack the 
capital to engage in more expansive upstream activity

• High demand for oil & gas from India and China will continue to bolster exports in the long-run

Mining
• Government efforts have placed emphasis on growing the mining sector. From 2012-2030, the government 

is expected to invest US$ 123bn to develop coal
• The regulatory system deters foreign investments despite large resource wealth

Infrastructure

• Global events held in Russia have had significant impacts on overall infrastructure and boosted investment 
in the sector, and further investment is coming in for the upcoming 2018 World Cup

• Infrastructure is primarily funded through the public sector, offering limited potential for 
foreign investments

Primary Statistics 2017
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Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Russian companies are taxed on worldwide profit with profits tax at a general rate of 20%, which is one of the lowest among 
major economies. Furthermore, for innovative and modernization enterprises tax incentives may be available.

• Russia has large treaty network (more than 80 treaty partners).

• In 2015 the adopted ‘deoffshorization’ legislative package has introduced to the tax system CFC rules, tax residency rules for 
legal entities and limitation on treaty benefits according to the beneficial ownership concept. Cautious tax planning is needed
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Withholding taxes 
Key rates Dividend Interest Royalties
1. Non-treaty 15% 20% 20%

2. Treaty rate – Cyprus
5% (investment of EUR 100k)
Otherwise, 10%

0% 0%

3. Treaty rate – Luxembourg
5% (shareholding of 10%, investment of EUR 80k)
Otherwise, 15%

0% 0%

4. Treaty rate – the Netherlands
5% (shareholding of 25%, investment of EUR 75k)
Otherwise, 15%

0% 0%

5. Treaty rate - Malta
5% (shareholding of 25%, investment of EUR 100k)
Otherwise, 10%

5% 5%

Other key tax drivers 

1. Capital gains
• Capital gain derived by a foreign shareholder should be subject to withholding tax only if the assets of the Russian subsidiary 

are comprised of Russia-based real estate for more than 50% (directly/indirectly).

2. Thin capitalization rules
• 3:1 debt/equity ratio (12.5:1 for banks and leasing companies), generally, applies to debts from foreign parent companies and

their related parties. Interest on debt in excess of the ratio should not be deductible and should be reclassified into dividends 
(subject to withholding tax).

3.
General anti-avoidance rules 
(GAAR)

• The concept of ‘unjustified tax benefit’ allows challenging of transactions, which lack business purpose and are aimed at 
aggressive tax planning.

4.
Controlled foreign 
corporation (CFC) rules

• CFC rules entered into force in 2015 and imply taxation of undistributed profit of foreign companies (structures without legal 
personality), which are controlled by Russian tax residents. The CFC tax is payable by the controlling person.

Corporate tax 
Key tax principles
1. Headline Tax Rate • Maximum profits tax rate for all taxpayers is set at 20%. Minimum tax rate may come to 15.5%.
2. Basis of tax • Russian tax residents pay tax on their worldwide income. 

3. Tax on branch income
• Foreign legal entities, which have a PE in Russia, pay tax on profit attributable to the PE. Taxable income of a PE should be

determined taking into account PE’s functions, assets and economic/commercial risks.

4. Permanent establishments
• The PE is broadly defined as a ‘branch, representative office, division, bureau, office, agency or any other place, through which a 

foreign legal entity regularly carries out its business activities in Russia’.

5. Tax residence
• Foreign legal entities managed from Russia are recognised as Russian tax residents and are taxed in Russia on their worldwide

income. Treaty provisions may also apply.

6. Transfer pricing rules
• Based on OECD principles with certain exceptions. The rules establish types of related parties and controlled transactions, 5

transfer pricing methods for determining arm’s-length prices, certain information sources, compliance requirements.

Indirect taxes/other taxes

1. VAT
• VAT is a federal tax in Russia, payable to the federal budget. Standard rate is 18% with lower rates of 10% applicable for certain 

basic products. Export transactions are subject to 0% rate. Generally, financial transactions are not subject to VAT.

2. 
Mineral Resources 
Extraction Tax

• Mineral Resources Extraction Tax (MRET) is calculated according to the type of mineral resource. MRET is calculated using the
value/volume of the extracted resource and vary according to extraction zone. The tax varies from 3.8% to 8%.

3. Social contributions
• Employment income is subject to social contributions paid by employer. The tax rates depend on the amounts of income. 

Generally, annual income below the threshold of approximately USD 12k is taxed at a rate of 30%(summed), annual income 
above the threshold is taxed at a rate of 15.1%. (summed).

Individual income tax
Chargeable Income (Russian Ruble - RUB)
Amount to be deducted to compute ax on resp. bracket 
Flat rate of 13% for residents
Flat rate of 30% for non-residents
Responsibility to withhold payroll taxes: Employer

Tax Overview

* Tax rates for employment income. Certain types of income may be subject to tax at different rates. Tax incentives and special deductions may also apply.

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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9.70%

42.70%

47.60%

Serbia

• Lucid regulations and business-friendly policies make 
Serbia an attractive market for investment. 

• Fiscal reforms are expected to create steady GDP 
growth in the near-term, however Serbia’s economy 
remains dependent upon the economic performance 
of its EU trading partners. 

• As the country emerges from an economic recession, 
wage increases are expected to drive a rise in 
household spending. 

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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Key Economic Indicators

Business Overview8

1. GDP per capita4 US$5,376

2. GDP (Nominal) in billions4 US$37.75

3. Population between 15-573 41.4%

4. Unemployment rate3 13.8%

5. WEF Institutional capability ranking5 115/138

6. WEF Infrastructure efficiency ranking5 74/138

7. Ease of doing business ranking6 47/190

8. S&P rating7 BB-

9. Internet penetration rate1 65.3%

10. Average annual household expenditure per capita1 $4290 USD

Agriculture 
and Food 
Manufacturing

• In 2014, agriculture accounted for 9.1% of Serbian GDP, compared with EU average of 2%
• Agriculture is one of the most important export sectors in Serbia. On the Basis of the value of exported 

goods, fruit(uncooked, boiled, frozen or berry) and corn are the top two products
• Inexpensive and skilled labour force can create opportunities to set up operational facilities and export to 

higher income European markets
• Increased integration into the EU is likely to spur long-term rewards for investors in Serbia
• Large pockets of the Serbian market remains unsaturated creating investment opportunities for food and 

beverage manufacturers

Information 
Technology

• Economic recession and RSD depreciation lowered domestic IT spend. However, Serbian IT industry 
performed well due to software development outsourcing

• Government commitments to attract IT firms, comparatively low labour costs, and a skilled technical 
university-educated workforce create an optimistic investment environment. Serbia’s integration into the EU 
and favourable location also contribute to country attractiveness as an IT hub 

• Digitalisation is one of the priorities of the newly elected Prime Minister Ana Brnabic and the Government

Primary Statistics 2017
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Prime Minister- Ana Brnabic
Next election in April 2020

Head of Government

Major trade agreements

• EU
• CEFTA
• EFTA 
• Belorussia
• Turkey
• Russia

• Kazakhstan

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Residents are taxed on their profits generated in Serbia, as well as on their worldwide profits. Non-residents are taxed on their 
profits generated through a permanent establishment in Serbia. The CIT rate is 15%. Serbian sourced income of non-residents 
which do not have a permanent establishment in Serbia is subject to 20% / 25% withholding tax or 20% tax on capital gains 
depending on the type of income. There are no local taxes on income in Serbia.

• Tax laws in Serbia are undergoing continual revision and amendment, however, there are no ongoing major tax reforms 
announced. 
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Withholding taxes 
Key rates Dividend Interest Royalties

1. Non-treaty 20%
20% 
25% (tax havens)

20%
25% (tax havens)

2. Treaty rate – in general 
5% (shareholding of at least 25%),
Otherwise 10% or 15% depending on the 
country 

0% - 10% depending on the country
5% - 10% depending on the country and 
type of income

3. Treaty rate** – exceptions
0% (income recipient is the Government -
Norway and UAE)

15% (Egypt)
8% (Belarus)

0% (Switzerland, France, Sweden)
15% (Egypt)

Other key tax drivers 
1. Capital gains • Capital gains realised by non-residents are subject to 20% capital gain tax.
2. Thin capitalization rules • Debt to equity ratio 4:1 for companies and 10:1 for banks

3.
General anti-avoidance 
rules (GAAR)

• “Substance over form” principle.

4.
Controlled foreign 
corporation (CFC) rules

• There are no CFC rules in Serbia.

Corporate tax 
Key tax principles
1. Headline Tax Rate • Standard CIT rate is 15%.
2. Basis of tax • Worldwide income for resident entities; Income sourced in Serbian territory for non-resident entities.

3. Tax on branch income
• Non-residents carrying on business in Serbia through a branch are taxed at the CIT rate of 15% on the profits attributable to 

the branch.
4. Permanent establishments • A PE is any permanent place of business through which a non-resident conducts its business.

5. Tax residence
• Legal entity is considered to be a resident of Serbia if it is established or has its place of effective management and control 

in Serbia.

6. Transfer pricing rules
• Serbian transfer pricing rules are generally in line with OECD approach, with certain local specifics primarily related to 

preparation of benchmarking studies and application of the TNMM Method. Taxpayers are obliged to submit transfer pricing 
documentation annually, alongside with the CIT return.

Indirect taxes/other taxes
1. VAT • Standard VAT rate is 20% for most taxable supplies. Reduced rate is 10%. Some supplies are zero rated.

2. Customs Duties
• Imported goods are subject to ad valorem customs duty rates. Rates range from 0% to 57.6% (for tobacco cigarettes) with most 

being under 30%. Exemptions available for qualifying imports from EU, CEFTA, EFTA, Turkey, Belorussia, Kazakhstan and 
Russia

3. Excise Duties
• Applied in specific, ad valorem or combine and levied on producers and importers of the following goods: 

Oil derivatives, biofuels, tobacco products, including tobacco products that do not combust when heated,  alcoholic beverages, 
coffee, liquids for charging electronic cigarettes and electricity intended for final consumption.

4. Property tax • Property tax is levied on the rights relating to real estate located on the territory of the Republic of Serbia.

Tax Overview

*As of 1 March FY 2016 withholding tax should be levied on payments made by resident legal entities to non-residents for services that are provided or used on the 
territory of Republic of Serbia. Non- treaty rate is 20% (25% for tax havens). Treaty rate for services in most cases is 0%.
**Serbia so far has 54 applicable treaties and we mentioned in the overview only most common treaty rates. 

Individual income tax
Chargeable Income (UVT**) Rate 
From To

Income from employment*** 10%

Income from capital (interest, dividends) and capital gains 15%

Income from immovable property 20% with actual/standard costs deduction

Supplementary annual income tax**** 10%/15%

Responsibility to withhold payroll taxes: Employer, except for supplementary annual income tax

***The taxable base is the gross salary including fringe benefits. The Personal Income Tax (PIT) Law provides a non-taxable monthly threshold of RSD 11,604 per 
month. Social security contributions (SSC) are calculated and withheld by an employer from the salary paid to an employee up to specified cap. These contributions are 
payable by the employer and employee at rates of 17.9% and 19.9%, respectively. 
****Annual tax is the additional tax in Serbia. If the individual is a Serbian tax resident he is subject to Serbian annual tax on his net worldwide income exceeding a 
prescribed threshold. The progressive rates apply depending on income level. For the taxable income exceeding prescribed threshold, between three and six times the 
average annual salary, tax rate is 10%. For net income exceeding six times the average annual salary, tax rate is 15%.

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


Slovak Republic

• Steadily growing infrastructure, large selection of industrial 
land and offices available for purchase or lease, harmonised
investment incentives and high innovation potential for 
R&D projects are further assets of the country. Last but not 
least, the country has a favourable location in the heart of 
the Europe, between East and West, and between Poland, 
Hungary, Austria and the Czech Republic.

• Slovakia offers great advantages to foreign investors: 
strategic location between East and West with great export 
potential, the common European currency Euro and eight 
lowest debt of GDP in the EU27. In 2010 Slovak economy 
recorded a 4% GDP growth, one of the highest in EU. 

Sources: World bank, Eurostat, SARIO, Statistical Office of the Slovak Republic.

Sector Attractiveness8
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Key Economic Indicators

Business Overview

Automotive sector

• € 17 BN Volume of industrial export generated by Slovak automotive industry.
• Over the last two decades automotive industry became number 1 sector and important driving force of the Slovak economy.
• At present luxury vehicles and some of the world top brands are being producted in Slovakia. 
• Slovakia is home of well known brands like VOLKSWAGEN SLOVAKIA, KIA MOTORS, JAGUAR LAND ROVER, PSA 

PEUGEOT CITROEN. 

Electronics sector
• € 1,18 BN added value in the Electrical Engineering Industry.
• Top companies in area of consumer elecronics are Samsung Electronics, Panasonics, Foxconn, Whirlpool, Tesla 

Stropkov, BSH.

ICT sector
• Slovakia offers many business advantages in this area, such as relatively low wage costs for talented, adaptable and educated

work force, foreign languages spoken at rather high level (English and German in particular), business friendly environment, 
rising labour productivity and educational institutions of high quality in the field of ICT. 

Primary Statistics 2017
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1.0

Bratislava
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Real GDP Growth 

5.4 mn

US$1: 0.84 Euro

Population

Currency exchange 
rate (on 1st Dec, 2017)

Prime Minister- Robert Fico
Next election before March 
2020

Head of Government

Major trade agreements

• CARIFORUM-EU

• EU

• EEA

1. GDP per capita4 US$16,499

2. GDP (Nominal) in billions4 US$89.53

3. Population between 15-543 56.5%

4. Unemployment rate3 8.6%

5. WEF Institutional capability ranking5 102/138

6. WEF Infrastructure efficiency ranking5 61/138

7. Ease of doing business ranking6 33/190

8. S&P rating7 A+

9. Internet penetration rate1 85%

10. Average annual household expenditure per capita1 US$ 9,713

2.6%

3.8% 3.3% 3.3%

3.7% 3.9%

2014 2015 2016e 2017f 2018f 2019f

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Companies being tax residents in the Slovak Republic are taxed on their worldwide income at 21 % corporate income tax rate.

• The general value added tax stands at 20 %.

• Tax Burden to GDP ratio is 31.2 %.
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Withholding taxes 
Key rates Dividend Interest Royalties
1. Non-treaty 0% 19%/35% 19%/35%
2. Treaty rate – Germany 5%/15% 0% 5%
3. Treaty rate – Denmark 15% 0% 5%
4. Treaty rate – Belgium 5%/15% 10% 5%
5. Treaty rate – Bulgaria 10% 10% 10%

Other key tax drivers 

1. Capital gains
• As a rule, profit from the sale of securities is included in the corporate income tax base. A loss from the sale of 

securities is only tax deductible if certain conditions are met, or for specific taxpayers. 

2. Thin capitalization rules
• Interest (and related costs) on borrowings and loans provided by related parties are tax deductible at no more 

than 25% of adjusted EBITDA (the total of the result of operations before tax, including depreciation charges, 
and the interest expense).

3.
General anti-avoidance 
rules (GAAR)

• If a taxpayer receives share on profit on the basis of measure/s or their parts which cannot be deemed as real 
ones and their aim is to provide an advantage to the taxpayer such measures would not be taken into account 
unless they are performed under real business term representing economic reality.

4.
Controlled foreign 
corporation (CFC) rules

• Currently no CFC rules exist in Slovakia.

Corporate tax
Key tax principles
1. Headline Tax Rate 21% corporate income tax rate.
2. Basis of tax • The tax base is the profit/loss as determined under the Slovak Accounting Act, adjusted for tax purposes.

3. Tax on branch income
• The founder of a branch must, to the same extent as a Slovak company, register for tax, file a tax return, and 

pay tax and tax advances. A branch must apply Slovak accounting procedures.
• The taxation rules of a company must be appropriately applied to a branch.

4. 
Permanent 
establishments (PE)

A PE need not be entered in the Slovak Commercial Register, but a foreign entity with a Slovak PE is a taxable 
entity in Slovakia.

5. Tax residence
Any legal entity that has its seat or its management located in Slovakia is a taxpayer with unlimited tax liability (a 
tax resident). The taxpayer’s worldwide income is the subject of tax. To avoid double taxation, tax treaties with 
relevant countries apply.

6. Transfer pricing rules

Prices in controlled transactions between related parties must be set at fair market value (arm’s length principle) 
for income tax purposes. Taxpayer should have the documentation supporting the transfer prices used available in 
the extent as defined by the local law, as the tax office can request the documentation to be provided for review 
within 15 days. 

Indirect taxes/other taxes

1. VAT
VAT is generally charged at 20% on the supply of goods and services.
A reduced rate of 10% applies to certain basic foodstuffs (e.g. meat, milk, bread), pharmaceutical products, certain 
medical aids, certain books, and similar products.

2. Custom duty
• Goods imported from non-EU countries are subject to import customs clearance.
• Goods exported from the EU customs territory must be declared for export customs clearance.

3. Excise tax

Slovak excise duty is payable on the import of the following goods into Slovakia from outside the EU, or when 
these goods are released from the duty suspension regime for tax-free circulation in Slovakia: Mineral oil; 
Alcoholic beverages (beer, wine, intermediate products and spirits); Tobacco products; Electricity, coal and 
natural gas.

Individual income tax 
Tax base (€) Tax 
From To
3 803,33 35 022,31 19 %
35 022,31 Above 25 %
Responsibility to withhold payroll taxes: Employer

Tax Overview

* 0% WHT applies under local law
** Dividends and other income reported for the tax periods until 31 December 2003 and starting 1 January 2017, being paid out in tax periods after 1 January 2017 
will be subject to 7/19/35% WHT. 

Note that the corporate income tax for 2016 was 22%. The corporate income tax rate of 21% applies for tax periods starting 1 January 2017.

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

Note that changes to the tax rules are expected with the implementation of the EU Anti-Tax Avoidance Directive (ATAD) and the relating amendment of the income 
tax law. Based on the publicly available draft law, changes to the thin capitalisation rules and general anti-avoidance rules (GAAR) will become effective as of 
1 January 2018, and new Controlled foreign corporation (CFC) rules will be applied as of 1 January 2019.

http://www.pwc.com/taxsummaries
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Turkey

• A business friendly environment with attractive 
demographics and geopolitical position and government 
incentives for FDI have encouraged investments into the 
country

• Turkey has shown its intention to ensure economic stability 
by launching 25 primary transformation programs in its 10th 
Development Plan for 2014-2018. However, both global 
conditions and domestic volatility have prevented the 
programs being fully functional as yet. If Turkey can 
overcome its short term political uncertainties and focus its 
attention on reforms in all needed areas, the country can 
provide great long-term business opportunities.

Sector Attractiveness8
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Key Economic Indicators

Business Overview

1. GDP per capita4 US$10,807

2. GDP (Nominal) in billions4 US$857

3. Population between 15-543 59.1%

4. Unemployment rate3 10.9%

5. WEF Institutional capability ranking5 74/138

6. WEF Infrastructure efficiency ranking5 48/138

7. Ease of doing business ranking5 69/190

8. S&P rating7 BB

9. Internet penetration rate1 53.7%

10. Average annual household expenditure per capita1 US$7,978

Financial Services 

• Financial services is one ot the leading sector in terms of contribution to the GDP.
• Establishment of the Turkish Wealth Fund, implementation of the auto-enrolment in the private pension system and some 

regulations regarding the alternative investment tools will bolster the sector further.
• High level of infrastructure projects and high propensity to consume bring about a sustainable lending environment

Retail

• Private consumption has a 60% share in in Turkey’s GDP where income levels and the purchasing power are increasing due 
to relatively higher growth rates

• Demographics (the average age is 29, thus the Turkish market will benefit relatively more from the change the digital native 
generation will bring)

• Logistics (Geographical location of the country is very favourable for consumer gods companies which consider Turkey as a 
production hub)

• Still 60% of the retail market is traditional compared to the average of 20% in EU countries, which results in significant 
growth opportunities.

• Turkey is the 6th largest tourism destination of the world

Energy

• Turkey is well placed as an energy transition hub between the East and the West.
• The recent developments and legislation regarding renewable energy sources is expected to boost foreign investment 

(Auctions regarding solar energy has been completed where bids are to be collected within the context of wind power)
• Ongoing process regarding theTurkish stream, nuclear power (with the improved relations with Russia) and refinery & 

natural gas investments that are to be finalized as of 2018 will promote the Turkish energy sector.

Primary Statistics 2017
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Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. Turkstat, 4. Turkstat, 5. WEF 2016 Global 
Competitiveness Ranking 2016-2017, 6. Doing Business, The World Bank (2017) 7. Standard and Poor Rankings [as of March 2017], 8.BMI Research 

Istanbul
14.8mn

Ankara 
5.3mn

GDP Growth Rate2

79.5 mn

US$1: 3.92 Turkish Lira

Population

Currency exchange 
rate (on 1st Dec, 2017)

President-Recep Tayyip Erdogan
Next election in November 2019

Head of Government

Major trade agreements

• ECO • EU

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Turkish companies are taxed on worldwide income with CIT at 20%, but at a rate of 22% for the years 2018, 2019, and 2020. 

• Extensive R&D and investment incentives can lower the CIT tax burdens.

• New Tax Incentives for R&D and Technology based investments are under discussion including full CIT and personal income tax 
exemptions
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Withholding taxes 
Key rates Dividend Interest Royalties

1. Non-treaty 15%
0% (payment to banks and 
financial institutions),
10% (payment to others)

20%

2. Treaty rate – Germany
5% (shareholding of 25%)
Otherwise, 15%

10% 10%

3. Treaty rate – USA 15% 10% 
5% to 10% depending on the type of 
the right

4. 
Treaty rate –
United Kingdom

15% 10% 10%

5. Treaty rate - Italy 15% 10% 10%

Other key tax drivers 

1. Capital gains

• 20% CIT applicable on capital gains
• 75% CIT exemption applies for sale of shares held at least 2 years (under certain conditions).
• 100% CIT exemption applies for sale of foreign subsidiaries by Turkish international holding companies (under 

certain conditions)

2. Thin capitalization rules
• 3:1 debt/equity ratio applies to related party debt and interest/fx loss in relation to the exceeding portion of 

debt should not be tax deductible. 

3.
General anti-avoidance 
rules (GAAR)

• «Substance-over-form principle» is laid down as a general rule in legislation. Based on this principle the real 
nature of transactions can be investigated. Authority may disregard the transactions considered not to have a 
valid commercial or business purpose and re-classify the nature of the transaction performed by the taxpayer 
and to assign the tax consequences applicable to the 'real' transaction.

4.
Controlled foreign 
corporation (CFC) rules

• If conditions are met, low tax (below 10%) passive income of CFC’s would be included in the tax base of the 
controlling Turkish resident corporation and subject to 20% CIT, irrespective of whether it is distributed 
or not.

Corporate tax 
Key tax principles

1. Headline Tax Rate
• Corporations are liable for Corporate Income Tax (CIT) at a rate of 20%, but at a rate of 22% for the years 2018, 

2019, and 2020. 

2. Basis of tax
• Worldwide income for resident entities; 
• Income derived from activities in Turkey for non-resident entities

3. Tax on branch income
• Branch profits are subject to Turkish CIT at the rate of 20%. Distribution of Branch profit is subject to dividend 

WHT. 

4. 
Permanent 
establishments

• Follows OECD based guidelines and definition: fixed place of business through which an entity carries out its 
activity, whether partially or totally, or when a person (other than an independent agent) has the capacity to 
conclude contracts on behalf of the foreign entity except for preparatory and auxiliary activities. 

5. Tax residence • Place of incorporation and/or effective place of management in Turkey.
6. Transfer pricing rules • OECD – principle approach. Documentation requirements. 

Indirect taxes/other taxes

1. VAT
• VAT rate varies from 1% to 18% depending on the nature of goods/services. 18% reverse-charge VAT on 

payments made by resident entities to non-residents.

2. Special Consumption Tax

• Four main product groups are subject to special consumption tax at different tax rates (i)Petroleum products, 
natural gas, lubricating oil, solvents and derivatives of solvents (ii)Automobiles and other vehicles, 
motorcycles, planes, helicopters, yachts (iii) Tobacco and tobacco products, alcoholic beverages (iv)Luxury 
products. Unlike VAT, which is applied on each delivery, this tax is charged once.

3. 
Banking & insurance 
transactions tax

• Transactions performed by licensed banks and insurance companies are generally exempt from VAT but are 
subject to BITT at a rate of 5% in general

4. Stamp tax
• Applies to a wide range of documents and is levied as a percentage of the value stated on the agreements at 

rates varying between 0.189% and 0.948%

Individual income tax 
Chargeable Income (Turkish Lira) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 13,000 15% -
13,000 30,000 20% -
30,000 110,000 27% -
110,000 - 35% -
Responsibility to withhold payroll taxes: Employer

Tax Overview

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


Ukraine

• Ukraine is on the path to economic recovery, slowly 
emerging from several years of recession brought 
about by regional conflicts

• Key government reforms and a diversification of 
exports is projected to aid economic performance 
going forward

• Ukraine’s economy is dependent upon the exports of 
agricultural products and metals, but other sectors 
such as retail are projected to see growth as well

• Ukraine is an important oil & gas transit country 
linking producing and consuming countries

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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Key Economic Indicators

Business Overview

1. GDP per capita4 US$2,194

2. GDP (Nominal) in billions4 US$93.26

3. Population between 15-543 54.77%

4. Unemployment rate3 10%

5. WEF Institutional capability ranking5 129/138

6. WEF Infrastructure efficiency ranking5 75/138

7. Ease of doing business ranking6 80/190

8. S&P rating7 B-

9. Internet penetration rate1 49.3%

10. Average annual household expenditure per capita1 US$1,964

Defence and 
Security

• Ukrainian defence spending is projected to increase in the forthcoming quarters due to instability in its eastern regions
• Strong public demands to update soviet-era defence mechanisms and the Ukrainian goal of aligning military with NATO 

standards will boost investment in defence

Mining
• Ukraine has the 7th largest iron-ore and coal reserves as well as significant uranium reserves
• Instability has caused a contraction in the mining sector in recent years, however marginal growth is expected to return in 

2017

Agriculture

• Growth is projected in the long-term due to the implementation of the Strategy 2020 Plan that aims to modernize the 
agriculture sector

• Large amounts of agricultural land and poor yields create opportunities to boost production with relatively basic 
improvements

Energy
• Significant E&P capability and resources 
• Capacity of Ukrainian underground gas storages equals to nearly a third of the EU-28 capacity
• Ukrainian gas transmission system is one of the most powerful in the world

Primary Statistics 2017
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President- Petro Poroshenko
Next election in March 2019

Head of Government

Major trade agreements

• CEZ

• EAEU

• CIS

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Ukrainian companies are taxed on worldwide income with CIT at 18%. Reduced rates of 0% or 3% are applied for qualified 
insurance activities. 

• The Tax Code determines taxable profits as net profits before tax as per accounting records, adjusted for ‘ tax differences’

• Withholding tax, at a rate of 15%, applies to the majority of income payments for non-residents, unless an exemption is given 
under a double taxation treaty (DTT).
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Withholding taxes 
Key rates Dividend Interest Royalties
1. Non-treaty 15% 15% 15%
2. Treaty rate – USA 5%/15% 0% 10%

3. Treaty rate – Netherlands 0%/5%/15%
10%
2% (loan by financial institution or 
certain equipment)

10%
0% (for certain IP rights)

4. Treaty rate – Cyprus 5%/15% 2%
10%
5% (for certain IP rights)

5. Treaty rate - UK 5%/10% 0% (if taxable in UK) 0% (if taxable in UK)

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• Profit from trading in securities is taxable at the standard CIT rate. Incurred losses are non-deductible against trading profits, 
but may be carried forward to offset future profits from trading in securities without any limitations.

• Income from the sale of property (including buildings and land plots) should be recognised according to financial 
accounting rules.

2. Thin capitalization rules
• Rules apply to taxpayers, whose debts to non-resident related parties exceed equity by 3.5 times (10 times for financial 

institutions/leasing companies). 

3.
General anti-avoidance 
rules (GAAR)

• Only 70% of payments for goods or services to residents of low tax jurisdictions is tax deductible. 
• Deduction of royalties paid to a non-resident is limited to royalty income plus 4% of net income of the previous year. 
• Certain type of royalties are not tax deductible, unless a taxpayer confirms the market level of payments according to transfer

pricing rules.
• Only 70% of payments for goods/services to non-profit organisations (except budgetary ones) is tax deductible. 

4.
Controlled foreign 
corporation (CFC) rules

• There are no specific CFC rules in Ukraine, but significant development of local legislation in this area is expected (i.e. 
implementation of some initiatives from the BEPS action plan in respect of CFC income reporting and taxation).

Corporate tax 
Key tax principles

1. Headline Tax Rate
• Standard Corporate Income Tax (CIT) rate is 18%. The reduced rates of 0% or 3% apply to qualified insurance activities. 

Starting from 1 January 2016, taxpayers report and pay CIT quarterly. 

2. Basis of tax
• CIT applies to taxable profits earned by resident entities in Ukraine and abroad and non-residents with a permanent 

establishment (PE) in Ukraine. Resident entities are taxed on their worldwide income. Non-resident entities are taxed on their 
Ukrainian-source income.

3. Tax on branch income
• Domestic branches or separate units are not treated as separate taxpayers for CIT purposes. It is currently not possible to 

register a branch of a foreign legal entity. 

4. Permanent establishments
• Definition follows the PE definition from the OECD Model Tax Convention (including service PE concept) but with stronger 

agency tests. 
5. Tax residence • Corporate residence is determined by the place of incorporation

6. Transfer pricing rules
• The TP rules are closely aligned with the OECD Guidelines come into force from 1 September 2013. International transactions 

are covered. Documentation is required.

Indirect taxes/other taxes

1. VAT
• There are three VAT rates: 20% (almost all transactions), 7% (supply and import of registered medicines and specific medical 

goods) and 0% (export of goods, supply of international transport services, toll manufacturing services and certain 
other services). 

2. Customs duty
• Payable by the importer upon import of the goods into Ukraine; customs duty rates are established by the Customs Tariff with 

two duty rates: relieved (goods originating from WTO countries) and full rates (where country of origin cannot be determined). 

3. Excise taxes
• Rates of excise tax can be ad valorem, specific, or combined. A special local 5% excise tax applies to retail sales of alcoholic 

drinks, beer, and tobacco products, and of EUR 0.042 (at the rate UAH 30.2/1 EUR) per 1 litre of fuel

Individual income tax 
Chargeable Income (local currency) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 ∞ 18%** n/a
Responsibility to withhold payroll taxes: Employer

Tax Overview

*Starting from 1 January 2016 individual income tax rate does not depend on the level of income. Additionally, a temporary 1.5% military tax on personal income 
continues to apply (will stay effective until the reformation of the Ukrainian Military Forces is completed).
**Dividends paid by residents – CIT payers are taxed at 5%

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


Africa

Algeria

Angola

Dem. Rep. Congo

Egypt

Kenya

Mauritius

Mozambique

Nigeria

South Africa

Tunisia

54 | Growth markets insights | PwC



PwC | Growth markets insights | 55

Algeria
Egypt

Nigeria

Dem Rep. of 
Congo

Angola

Kenya

Mozambique
Mauritius

Tunisia

South Africa
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Algeria

• Despite successfully fending off protests during the 
Arab Spring, investors are still cautious

• Algeria’ economy is dependent upon the hydrocarbon 
sector, which has left the economy vulnerable to 
fluctuations in oil and gas prices

• The government is actively attempting to encourage 
FDI to diversify the economy, which can 
incentivize investors

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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Key Economic Indicators

Business Overview8

1. GDP per capita4 US$3,994

2. GDP (Nominal) in billions4 US$160.78

3. Population between 15-543 58.83%

4. Unemployment rate3 12.4%

5. WEF Institutional capability ranking5 99/138

6. WEF Infrastructure efficiency ranking5 100/138

7. Ease of doing business ranking6 156/190

8. S&P rating7 not rated

9. Internet penetration rate1 38.2%

10. Average annual household expenditure per capita1 US$1,734

Oil and Gas

• The Oil & Gas sector is the largest segment of the Algerian economy. However, oil returns are expected to diminish in the 
long-term due to aging oilfields and low rates of upstream investment

• Algeria possesses large shale gas deposits, but currently lacks the capital investment required for production
• In order to continue oil exports and meet domestic demand, Algeria is attempting to expand refining capabilities

Agriculture 

• Algeria has remained dependent upon imports to meet demand for food, but a weakening dinar and government efforts have 
attempted to boost agricultural production

• The agriculture sector is prone to volatile weather conditions that create unpredictable yields
• A growing population will demand increases in agricultural production, and food consumption is expected to grow at a 

CAGR of 7.7% from 2015-2020

Telecommunications
• Demand for 3G/4G service will continue to drive the telecom sector
• Rise in mobile data coverage creates opportunities for mobile apps and content providers

Primary Statistics 2017
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Major trade agreements

• GAFTA • GSTP

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



Other key tax drivers 

1. Capital gains
• Capital gains realised on the sale of assets are taxed as ordinary income when realised by a company subject to 

IBS. For certain assets, 30% relief is given where the assets have been held for up to three years and 65% relief 
is given where the movable assets have been held longer.

2. Thin capitalization rules • Algerian tax legislation does not provide for any thin capitalization rules.

3.
General anti-avoidance 
rules (GAAR)

• Tax authority could disregard transactions that it considers as not having a valid commercial or business 
purpose and which tend to modify, reduce, eliminate, or defer the applicable tax consequences. 

4.
Controlled foreign 
corporation (CFC) rules

• Algerian tax legislation does not provide for CFC rules.

• Algerian law companies are subject to a direct taxation (CIT & TAP) which rates varies according to the nature of the activities
performed by the taxpayers. Moreover, all the companies are subject to a standard VAT rate of 19%. 

• Important tax reform under discussion for FY 2017 and onwards which are expected to encourage local domestic production 
activities and to absorb the informal sector. 
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Withholding taxes

Key rates Dividend Interest
Royalties/service fees paid to non-
residents

1. Non-treaty

Non-resident shareholders are subject 
to a 15% WHT. For resident 
shareholders, the WHT is set at 10% 
and will be increased to 15% by the 
finance act for 2018

Interest income is taxed 
along with company 
income at the 
applicable IBS rate.

Royalties are subjected to 24% WHT. A reduction 
of 80% on the taxable basis is applicable for 
software. (Rate could change in presence of a 
DTT)

2. Treaty rate – France
5% (shareholding exceeding 10%.
Otherwise 15%)

10% for interest 
received from France, 
12% from Algeria.5

5% for royalties paid for the use of any copy 
rights of literacy, etc.
10% for royalties received from France, 12% from 
Algeria.

3. Treaty rate – Spain
5% (shareholding exceeding 10%,
Otherwise 15%

5%
Varying from 7% to 14%, depending on the 
nature of the rights giving rise to the royalties. 

4. Treaty rate – Emirates 0% 0% 10%

Corporate tax 
Key tax principles

1. Headline Tax Rate

• CIT rate varies ( 19%, 23% or 26%) depending on the nature of the activity performed by the taxable entity: 19% 
for the companies operating in the production of goods, 23% for the construction, civil work, and tourism 
companies, and 26% for the other sectors. A Tax on Professional Activity is also applicable at a rate which vary 
depending on the nature of the activity: 1% for the production of goods, 1,75% for the construction works, 2% 
for the services activity, and 3% for the hydrocarbon transport activity. 

2. Basis of tax • Corporate tax is due on activities performed by residents or non-resident entities in Algeria
3. Tax on branch income • Branch tax is set at 15% and applies on the distribution of profits.

4. 
Permanent 
establishments

• No clear explicit definition is given but tax law refers to permanent place of business (installation 
professionnelle permanente) which suggests setting-up of a local commercial entity such as a branch or 
the like. 

5. Tax residence • No specific criteria. Tax resident in cases where its head office is effectively situated in Algeria

6. Transfer pricing rules

• An arm’s-length approach to transfer pricing applies. All entities registered with the tax department 
responsible for multinational companies must submit documentation to support their transfer pricing 
practices along with the annual  CIT tax return and within 30 days after a request is made by the Algerian tax 
administration for the other entities.

Indirect taxes/other taxes
1. VAT • Standard rate is 19%, reduced rate is 9% and applies to various basic items

2. Customs duty
• Algeria imports are subject to payment of customs duties in the following increments: duty-free, 5%, 15%, 30% 

or 60% (recently introduced by the finance act for 2018)
3. Excise taxes • All tobacco products are subject to excise tax. 

Individual income tax 
Chargeable Income (local currency) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 10,000 0 N/A
10,001 30,000 20 N/A
30,001 120,000 30% N/A
More than 
120,000

- 35% N/A

Responsibility to withhold payroll taxes: Employer

Tax Overview

* Algerian tax residents are required to report before the 30 April of each year any other incomes that have not been subject to a WHT by the employer (e.g.: rental 
incomes). Any failure of the employee to report theses incomes does not trigger any liability for the employer. 

Note: The above list is not exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Angola

• In upcoming years, Angola’s economy is expected to 
be driven by new oil production facilities and 
projected recovery in global oil prices

• Angola’s high economic growth rate in recent years 
has been attributed to its dependence upon its oil 
sector (2nd largest petroleum producer in sub-
Saharan Africa) and the flourishing diamond market. 

• The National Development Plan (2013-17) is expected 
to boost investment across key sectors (social 
infrastructure, water and power), alongside new 
Chinese investments into the country 

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of 2017], 8.BMI Research

Sector Attractiveness8
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Key Economic Indicators

Business Overview8

1. GDP per capita4 US$3,485

2. GDP (Nominal) in billions4 US$95.34

3. Population between 15-543 50.32%

4. Unemployment rate3 n/a

5. WEF Institutional capability ranking5 n/a

6. WEF Infrastructure efficiency ranking5 n/a

7. Ease of doing business ranking6 182/190

8. S&P rating7 B-

9. Internet penetration rate1 12.4%

10. Average annual household expenditure per capita1 US$1,884
[2010]

Oil & Gas

• Angolan oil production is predicated to remain strong until 2018, after which production will drop due to 
maturing oilfields and limited long-term investment

• Angola has a number of long-term upstream projects in the pipeline, and subsequently long-term returns 
seem promising

• Challenges include volatility in the global oil prices and a weak domestic gas market 

Mining
• The government has encouraged investment in the mining sector in an attempt to diversify the economy. 

Untapped coal reserves and steady growth in diamond mining are expected to boost mining growth
• The monopoly of state-owned enterprise in diamond mining presents a challenge for foreign investors

Infrastructure
• Government cuts to infrastructure spending have hurt growth of construction industry
• However, foreign investment from China has continued to support residential, energy and transportation 

infrastructure projects

Primary Statistics 2017

GDP Growth Rate2

GDP by Sector3

FDI Net Inflow: 
US$ billion1

Luanda
5.5 mn

2011 2013 2015

-3.0 -7.1

9.3

61.4%

28.4%

Sales

Service Industry Agriculture

10.2%

28.8 mn

US$1: 165.10 Angolan Kwanza

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- João Manuel 
Gonçalves Lourenço
Next election in 2022

Head of Government

Major trade agreements

• CEMAC

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Angolan companies are taxed on worldwide income with CIT at 30%. Services provided to Angolan entities by resident or non-
resident entities, attract withholding tax at the rate of 6.5%.

• Angola does not have any tax treaties currently in force, but it is expected that the Angolan Government will enter into tax 
treaties with some countries (e.g. United Arab Emirates). 
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Withholding taxes
Key rates Dividend Interest Royalties

1. Non-treaty
10% 
5% (on shares negotiated on a 
regulated market)*

5%
10% (shareholder loans)

10%

Other key tax drivers 

1. Capital gains
• According to the CIT Code, the capital gains arising from the disposal of bonds, securities, or other financial 

instruments issued by any company, of Treasury Bills and Bonds, as well as of Central Bank Securities, are 
taxable under the IAC Code.

2. Thin capitalization rules
• There are no thin capitalization rules in Angola. However, interest arising from shareholders loans are not tax 

deductible.

3.
General anti-avoidance 
rules (GAAR)

• The General Tax Code establishes that artificial facts or arrangements with the main purpose to reduce or to 
postpone taxation otherwise due will be disregarded for tax purposes. 

4.
Controlled foreign 
corporation (CFC) rules

• Angolan tax law does not provide for rules on CFCs.

5. Tax Losses
• Operating losses incurred by resident companies, or by a branch of a non-resident company may be carried 

forward to set off against taxable profits for three years.

Corporate tax
Key tax principles

1. Headline Tax Rate

• Corporate Income Tax is levied at a 30% rate on profits. Withholding tax applies to services provided by 
resident or non-resident entities to Angolan entities at the rate of 6.5%. For Angolan tax residents or PE's, the 
withholding tax is a credit against the annual corporate tax due. For non-residents without a PE, the WHT is 
final tax. 

2. Basis of tax
• Tax residents are taxed on worldwide profits, while PEs are liable to taxation on the profits attributable to the 

PE, sales in Angola of goods or merchandise of the same or a similar kind to that sold by the PE, and to any 
other business activity that is of the same or similar kind to that conducted by the PE.

3. Tax on branch income
• Repatriation of profits imputable to PEs of non-residents in Angola (e.g. branches of foreign entities) is taxable 

at 10%.

4. 
Permanent 
establishments

• The concept of PE comprises a fixed place through which the company carries out, all or part of its activity; a 
construction or installation site or similar, when its duration exceed 90 days; the supply of services, through 
employees or other personnel subcontracted for this purpose, when its duration represents a stay of more than 
90 days; or, a dependent agent.

5. Tax residence • Business entities with a head office or effective management in Angola are considered resident entities.

6. Transfer pricing rules

• Legislation has introduced a new special regime for ‘so called’ major taxpayers as listed by the Ministry of 
Finance. This regulation provides a special regime of taxation, additional specific reporting and administrative 
obligations. This is applicable to those major taxpayers that have registered annual profits higher than USD 70 
million. In case of companies operating in the diamond sector, the annual profits threshold corresponds to AKZ 
5 million.

Indirect taxes/other taxes
1. Consumption tax • Rates of 5% or 10% for services; for goods, rates varying from 2% to 80% according to the type of goods.

2. Customs duty
• Duties are levied on imports at ad valorem rates varying from 2% to 50%; range of taxation varies according to 

the type of goods.

3. Stamp tax
• Stamp tax is payable on a wide variety of transactions and documents, at specific amounts or at a percentage 

based on value. Rates varying from 0,1% to 1%.

Individual income tax 
Chargeable Income (AOA*)) Rate
From To
0 34,450 Exempt
34,451 35,000 The excess of 34,450
35,001 40,000 550 + 7% (over the amount exceeding 35,000)
40,001 45,000 900 + 8% (over the amount exceeding 40,000)
45,001 50,000 1,300 + 9% (over the amount exceeding 45,000)
50,001 70,000 1,750 + 10% (over the amount exceeding 50,000)
70,001 90,000 3,750 + 11% (over the amount exceeding 70,000)
90,001 110,000 5,950 + 12% (over the amount exceeding 90,000)
110,001 140,000 8,350 + 13% (over the amount exceeding 110,000)
140,001 170,000 12,250 + 14% (over the amount exceeding 140,000)
170,001 200,000 16,450 + 15% (over the amount exceeding 170,000)
200,001 230,000 20,950 + 16% (over the amount exceeding 200,000)
More than 230,001 25,750 + 17% (over the amount exceeding 230,000)
Responsibility to withhold payroll taxes: Employer

Tax Overview

*Angola Kwanza

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

*The reduced rate only applies up to 5 years after the entry in force of the Investment Income Tax Code (i.e. up to November 2019). 

http://www.pwc.com/taxsummaries
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Democratic Republic of the Congo

• GDP growth is expected to be strong in forthcoming 
years due to mining sectors and the DRC’s vast 
mineral wealth. 

• The government is launching efforts to create a more 
developed financial infrastructure to support the 
domestic extractive sector

• The mineral and natural resource wealth of the 
country has generated some levels of investor interest, 
particularly from China. 

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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Key Economic Indicators

Business Overview8

1. GDP per capita4 US$495

2. GDP (Nominal) in billions4 US$ 41.62

3. Population between 15-543 51.57%

4. Unemployment rate 3 n/a

5. WEF Institutional capability ranking5 117/138

6. WEF Infrastructure efficiency ranking5 138/138

7. Ease of doing business ranking6 184/190

8. S&P rating7 B-

9. Internet penetration rate1 3.8%

10. Average annual household expenditure per capita1 US$299.3

Mining
• High-quality copper and gold reserves as well as untapped cobalt and gold reserves pose investment 

opportunities. Gold production is expected to have a CAGR of 20.30% from 2016-2020. 
• Lower costs of production than other regional competitors can also give producers an advantage

Telecommunications

• The telecom sector has boasted high-levels of growth, especially in the prepaid segment
• Increasing demand for 3G and mobile data services create growth opportunities for the sector
• A lack of telecom infrastructure is currently a challenge but simultaneously poses an opportunity for relevant 

infra companies

Primary Statistics 2017

GDP Growth Rate2

GDP by Sector3

Services Industry Agriculture

Kinshasa
11.6mn

2011 2013 2015

-0.5 -0.4 -0.1

FDI Net Inflow: 
US$ billion1

Sales

78.7 mn

US$1: 1,573.76 Congolese Franc

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Joseph Kabila
Next election in December 2018

Head of Government

Major trade agreements

• COMESA

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• The DRC tax system is sourced-based, which means that both residents and non-residents are taxed on income in the 
DRC source. 
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Tax Overview

Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty – Resident 10 or 20% N/A 20%
2. Non-treaty – NonResident 10 or 20% 20% 20%
3. Treaty rate – Belgium 10 or 15% 10% 10%
4. Treaty rate – South Africa 5 or 15% 10% 10%

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• There is no specific tax regime applicable to capital gains in DRC Tax Law. 
• Capital gains are included in the corporate taxable basis of the local entity benefitting from the capital gain and, 

as such, subject to the 35% CIT.

2. Thin capitalization rules

• The DRC does not have any thin capitalization legislation. However, it is provided in the Mining Code, from a 
general perspective, that, for the holder of a mining license, the ratio of funds borrowed against the amount of 
own funds does not exceed 75/25. Moreover, the OHADA Treaty provides that shareholders’ equity should be 
above half of the company’s authorized share capital.

3.
General anti-avoidance 
rules (GAAR)

• Tax authority may: 1) disregard the transactions considered not to have a valid commercial or business purpose 
and which tend to modify, reduce, eliminate, or defer the applicable tax consequences, or 2) re-classify the 
nature of the transaction performed by the taxpayer and to assign the tax consequences applicable to the 
'real' transaction.

4.
Controlled foreign 
corporation (CFC) rules

• The DRC tax law does not provide for rules on CFCs.

Corporate tax
Key tax principles

1. Headline Tax Rate
• Corporate Income Tax (CIT) rate is 35% (30% for mining companies)
• .The CIT is scheduled to decrease to 30% as soon as the finance law for 2018 is enacted. 

2. Basis of tax • Paid on profits realised by a company or an individual that carries out any operational activity in the country.

3. Tax on branch income
• Tax rates on branch profits are the same as on corporate profits. A branch will pay both the 35% CIT and a 20% 

tax based on 50% of the net profits after CIT deduction.

4. Permanent establishments

• Deemed PE if:
- It has material place of business (e.g. head office, branch) or any other fixed or permanent installations 

producing revenues in the DR Congo
- Carries out a professional activity under its own name for a period of at least 6 months, without having a 

material place of business
5. Tax residence • Deemed resident if incorporated in DR Congo, regardless of where they are managed and controlled.

6. Transfer pricing rules

• It is obligatory for companies to have transfer pricing documents on operating transactions with their affiliated 
companies located abroad.

• There are no thin capitalisation rules in the DRC tax legislation and no specific provision relating to CFCs in 
D.R Congo law. Furthermore, the finance Law for 2015 provides guidelines on transfer pricing.

Indirect taxes/other taxes
1. VAT • Standard rate of 16% and a 0% rate on exports and assimilated transactions

2. Customs duty
• Customs duty on imports calculated on the cost, insurance and freight value of the goods; customs duty on 

exports apply to certain categories of products produced locally which are: crude coffee, electric current, 
mineral products and their concentrates, timber, scrap metal

3. 
Consumption and 
excise duties

• Rates vary from 5% to 60% according to the products concerned

Individual income tax
The tax is calculated on the basis of a progressive tax table (expressed in Congolese francs), which should be withheld by the employer and remitted 
to the Tax Administration by the 15th of each month following when the salaries have been paid or made available to the employee.
Responsibility to withhold payroll taxes:                     Employer

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Egypt

• The long-term forecasts for Egypt currently show a 
strong potential and a projected rise in GDP growth 
rates.

• This is driven by Egypt having one of the largest 
populations in the Middle East which creates a 
significant consumer base for investors. In addition, 
hydrocarbon potential in the west can also provide 
substantial long-term returns for the country.

• Finally, currency liberalisation is expected to 
boost investor and consumer confidence in the 
Egyptian market.

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. Arqaam Capital MENA Outlook 2017. 4. Egypt’s 
Ministry of Planning and Dcode Economic and Financial Consulting, 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The World Bank 
(2017), 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research 9. Egypt’s Ministry of Communication and Information Technology 10. Central Bank of 
Egypt (actuals) and Dcode Economic and Financial Consulting (forecast) 11. Egypt’s Ministry of Finance 12. CAPMAS

Sector Attractiveness8
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1. GDP per capita4 US$3,685

2. GDP (Nominal) in billions4 US$332.35

3. Population between 15-543 56.71%

4. Unemployment rate 3 12.3%

5. WEF Institutional capability ranking5 87/138

6. WEF Infrastructure efficiency ranking5 96/138

7. Ease of doing business ranking6 122/190

8. S&P rating7 B-

9. Internet penetration rate1 37.8%

10. Average annual household expenditure per capita1 US$2,205

Transportation 
Infrastructure

• An infrastructure intensive works policy has been launched by the government i.e. construction of the third 
metro line, expansion of the port of Sokhna and improvement and renovation of the rail and road network, 
which offers numerous investment opportunities to foreign companies. Government policy for large-scale 
infrastructure projects is evolving and improving the appeal to foreign investors

Natural Gas

• Egypt’s gas sector is expected to grow in the long-term as new projects begin production
• Egypt possesses extensive offshore gas reserves to meet global and rising domestic demand
• Unexplored regions of Mediterranean and western Egypt are expected to hold large gas reserves, creating 

exploration opportunities

Trade and 
Logistics

• Egypt’s location and ownership of the Suez Canal creates unique opportunities for transport and shipping 
sector, particularly in regards to port infrastructure.

• A boost in transportation infrastructure and regional trade could provide opportunities for logistics firms in 
the region

Primary Statistics 2017

GDP Growth Rate2

GDP by Sector3

Service Industry Agriculture

Metropolitan Cairo
22.8 mn 11

FDI Net Inflow: 
US$ billion10

95.7 mn11

US$1: 17.68 Egyptian Pound

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Abdel Fattah el-Sisi
Next election in March 2018

Head of Government

Major trade agreements

• COMESA

• GSTP

• GAFTA

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions

2011/12 2012/13 2013/14 2014/15 2015/16

4.0 3.8 4.2

6.4
6.9

CAGR: 14.6%



• Corporate Income Tax rate is 22.5% (higher for oil exploration companies)

• Branches of foreign corporations operating in Egypt receive similar tax treatment as resident corporations
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Withholding taxes
Key rates Dividend Interest Royalties

1. Non-treaty

10% (shall be reduced to 5% if the 
dividends recipient owns more than 
25% of the shares of the dividends 
payer at least for two years.)

20% 20%

Other key tax drivers 

1. Capital gains

• Sale of listed shares: resident and non-resident shareholders are subject to 10% withholding tax.
• Sale of unlisted shares.: resident and non-resident shareholders are subject to the regular tax rate for corporate 

shareholders (22.5%) and individual shareholders (progressive rate of up to 22.5%). 
• Income tax on the sale of listed shares is suspended for 2 years from 17 May 2015. Otherwise if shares are not 

listed, standard rates apply.

2. Dividend Income
• Dividends distributed by resident companies to resident or non-resident individuals or companies are subject 

to a 10% withholding tax.
• Qualifying dividends is 5%.

3.
General anti-avoidance 
rules (GAAR)

• The GAAR gives the tax authority the right to challenge any cases where it suspects that the main objective of 
the transaction is to defer, reduce or avoid paying tax and would accordingly have the right to reassess the taxes 
due that were relevant to the transaction.

Corporate tax
Key tax principles

1. Headline Tax Rate
• Corporate Income Tax (CIT) rate is 22.5%
• 40.55% for oil exploration companies

2. Basis of tax
• Worldwide income for resident companies; non-resident corporations and partnerships pay tax on income 

derived from PEs in Egypt
3. Tax on branch income • Branches of foreign corporations operating in Egypt receive similar tax treatment as resident corporations.

4. Permanent establishments
• Defined in the Income Tax Law as: headquarters, branch, building used as sales outlet, office, factory, 

workshop, places of natural resource extraction, agent with power to ratify contracts on behalf of a foreign 
company, farm, site of building, construction or assembly project equipment or supervisory activities.

5. Tax residence
• Deemed resident if they meet the following: established under Egyptian law, 50% of capital of the entity is 

government/publicly owned, effective place of management is in Egypt

6. Transfer pricing rules
• Taxpayers are required to prepare contemporaneous documentation studies to support arm’s-length nature of 

their controlled transactions. 

Indirect taxes/other taxes

1. VAT
• The VAT rate has increased to 14%, as of 1st July 2017, applicable on all goods and services. And 5% of the value 

of equipment and machinery used in production. 
2. Customs duty • Range from 5% to 40% for most imported goods

3. Stamp tax

• Imposed on documents, regardless of their value; tax rate for items such as contracts is EGP0.9 for each paper; 
Percentage or proportionate stamp tax is levied based on the value of their transactions. 
- 20% of the advertising cost, to be paid monthly within 2 months after the advertising publication date. 
- 0.4% imposed on credit facilities, should be remitted to authorities by the financial institutions.
- Payments made by a governmental entity are subject to 2.4% stamp tax and is payable by the recipient.

4. Real Estate Tax • The tax rate is 10% of the annual rental value of the taxable real estate.

Individual income tax
Chargeable Income (EGP) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 7,200 0%
7,201 30,000 10%
30,000 45,000 15%
45,000 200,000 20%
> 200,000 22.5%*
Responsibility to withhold payroll taxes: Employer

Tax Overview

However, a double tax treaty between Egypt and the revenue/dividend recipient country might reduce the above rates.

(*) The 5% surtax that was enacted by virtue of Law no. 53 of 2014 has been abolished after the introduction of Law no. 96 of 2015.

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Kenya

• The Kenyan economy is expected to make strong gains 
due to investments in infrastructure (roads, new 
standard gauge railway opening in June 2017, power) 
and a strong services sector

• Growing technology sectors, a diversified economy, 
high literacy, a growing middle class and it’s position 
as a hub for east Africa make it an appealing location 
for foreign investment

• Kenya has displayed robust growth in recent years, 
and growth is expected to increase as the country 
continues to develop its institutions under a new 
(2013) devolved government structure.

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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1. GDP per capita4 US$1,516

2. GDP (Nominal) in billions4 US$69.62

3. Population between 15-543 52.37%

4. Unemployment rate 3 40%

5. WEF Institutional capability ranking5 86/138

6. WEF Infrastructure efficiency ranking5 98/138

7. Ease of doing business ranking6 92/190

8. S&P rating7 B+

9. Internet penetration rate1 45.62%

10. Average annual household expenditure per capita1 US$898.8

Construction

• The Kenyan construction market is expected to contribute between 5.3%-5.8% of GDP until 2021, with an 
CAGR of 11..59%

• Legislation promoting PPPs has increased investment portfolios and bolstered FDI inflows
• Within construction, housing and transportation infrastructure are expected to see the most growth. A new 

Standard Gauge Railway line is to be commissioned in June 2017

Automotive

• The Kenyan automotive sector is projected to grow by 10.8% in 2017
• Investors have the opportunity to expand automotive exports to other sub-Saharan markets from the 

relatively stability of Kenya
• Growth in construction sector will prompt an increase in consumption of commercial vehicles 

Financial Services

• Kenya contains one of the most developed banking sectors in Africa. It is also a global pioneer in expansion 
of mobile money services

• Changing regulations could promote more stability to the banking sector and provide increased access to the 
consumer base – especially the growing middle class

Primary Statistics 2017
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GDP Growth Rate2

GDP by Sector3

Service Industry Agriculture

Nairobi
3.9mn

2011 2013 2015

0.1

FDI Net Inflow: 
US$ billion10

0.4

1.5

48.5 mn

US$1: 103.07 Kenyan Shilling

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Uhuru Kenyatta
Next election in August 2022

Head of Government

Major trade agreements

• COMESA • EAC

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Kenyan resident companies are taxed at corporation tax rate of 30%. 

• With effect from 1 January 2015, unilateral limitation of benefits provision was introduced in Kenya under the Income Tax Act
(ITA) and therefore for a treaty benefit to apply, the underlying ownership of a resident of the other contracting state should not 
exceed fifty percent by an individual or individuals who are not residents of the other contracting state. 
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Tax Overview

Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty 10% 15% 20%
2. Treaty rate - Canada 10% 15% 15%
3. Treaty rate - UK 10% 15% 15%
4. Treaty rate – South Africa 10% 10% 10%
5. Treaty rate – France 10% 12% 10%
6. Treaty rate – Sweden 10% 15% 20%
7. Treaty rate – Norway 10% 15% 20%
8. Treaty rate - Germany 10% 15% 15%

Other key tax drivers 
1. Capital gains • 5% on the net gain on disposal or transfer of shares. Listed shares are exempt

2. Thin capitalization rules
• A company is thinly capitalized if it is under the control of a nonresident and the debt to equity ratio exceeds 

3:1. The implications include restriction of interest expense deduction and deferment of realized foreign 
exchange loss until the company ceases to be thinly capitalized.

3. Compensating Tax
• Arises if profits that have not been subjected to CIT are distributed as dividends. 
• Rate is 42.86%
• This tax cannot be utilized against future corporate tax billings 

4.
Controlled foreign 
corporation (CFC) rules

• Kenyan tax laws do not provide for rules on CFCs

Corporate tax
Key tax principles

1. Headline Tax Rate
• Corporate Income Tax (CIT) rate is 30% for resident companies. CIT rate for branches of foreign companies 

and PEs is 37.5%

2. Basis of tax
• A branch is taxable on the trading profits attributable to it as a Kenyan P.E. Transfer Pricing will determine the 

profits attributable to the branch in Kenya.
3. Tax on branch income • Branch income tax rate of 37.5%

4. Permanent establishments

• Defined as a fixed place of business and includes a place of management, a branch, an office, a factory, a 
workshop, a mine, an oil or gas well, a quarry or any other place of extraction of natural resources, a building 
site or a construction or installation project which has existed for six months or more where that person wholly 
or partly carries on business provided that the PE of that person shall be deemed to include the PE of the 
person’s dependent agent. 

5. Tax residence
• As long as a branch creates a P.E.in Kenya, it is taken to be a tax resident in Kenya. Therefore, local withholding 

tax rates would apply. However, the branch is taxed at a higher CIT rate of 37.5%.

6. Transfer pricing rules
• Kenya has its own Transfer pricing rules which came into effect in 2006. The rules largely follow the 

OECD approach. 

Indirect taxes/other taxes

1. VAT
• VAT works on an exclusion mechanism in Kenya. Specific goods and services that are not listed in the exempt 

or zero-rated schedule, automatically becomes taxable at 16%. 

2. Customs duty
• Levied under the East Africa Community Customs Management Act, 0 % for raw materials and capital goods, 

10% for intermediate goods and 25% for finished goods 

3. Stamp tax • Payable on transfer of properties, leases, and securities such as shares (at rates ranging from 0 – 4%)

Individual income tax 
Chargeable Income (KES) Rate Amount to be deducted to compute tax on resp. bracket 

First 147,580 10%
Next 139,043 15%
Next 139,043 20%
Next 139,043 25%
Over 564,709 30%
Responsibility to withhold payroll taxes: Employer

The Finance Act, 2017 increased the tax bands for individuals by 10%. The new tax rates take effect from 1 January 2018. 
The new tax brackets and rates will be as shown in the table below:

The new Finance Act, 2017 also provides that bonuses, overtime and retirement benefits paid to employees whose earnings do not exceed KES 
147,576 per annum (or KES 12,298 per month) are tax free with effect from 1 January 2018. The tax free amount would be based on the 
employment income before the bonus, overtime allowances and retirement benefits.

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Mauritius

• Mauritius has a highly developed banking and finance 
sector and a business friendly regulatory regime 
within sub-Saharan Africa.

• Mauritius benefits from political stability and sound 
macroeconomic management. With its strategic 
location, Mauritius has developed as a gateway for 
investments into Africa and Asia.

• The Mauritius’ economy grew by 3.5% in 2016 and 
growth was driven mainly by the ICT and financial 
services sectors. 

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research, 
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Key Economic Indicators

Business Overview

1. GDP per capita4 US$9,425

2. GDP (Nominal) in billions4 US$11.95

3. Population between 15-543 58.93%

4. Unemployment rate3 7.8%

5. WEF Institutional capability ranking5 36/138

6. WEF Infrastructure efficiency ranking5 41/138

7. Ease of doing business ranking6 49/190

8. S&P rating7 not rated

9. Internet penetration rate1 50.14%

10. Average annual household expenditure per capita1 US$6,964

Financial Services

• The financial services sector in Mauritius is robust – with more than 20 banks (many of them global large 
banks) present on the island. 

• The well-developed financial sector positions Mauritius as a prime location for foreign firms to operate their 
headquarter activities, treasury management, procurement and administration. 

• The financial services sector contributes to around 12% of the country’s GDP and is an important pillar of the 
economy. World class corporate and fund administrators are located in Mauritius. 

Tourism

• Natural beauty and tax-free shopping has helped position Mauritius as a major tourism hub.
• The number of tourists in 2016 increased by 10.8% to 1.2m. The hotel market has benefitted from an increase 

in direct flights and government investments in tourism. Europe remains the country’s top customer, 
accounting for 58% of all arrivals in 2016. 

• The number of hotel rooms available remains stagnant following the moratorium on the construction of new 
hotels. The emergence of "peer to peer" digital platforms has led to growth in the number of non-hotel 
rooms. 

Primary Statistics 2017
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22.1%

73.9%
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GDP by Sector3

0.4

0.3
0.2

FDI Net Inflow: 
US$ billion2

2011 2013 2015

GDP Growth Rate3

Port Louis
135,000 1.26 mn

US$1: 33.53 Mauritian Rupee

Population

Currency exchange 
rate (on 1st Dec, 2017)

Prime Minister- Pravind Jugnauth
Next election before December 
2019

Head of Government

Major trade agreements

• COMESA

• SADC

• EPA: EU-ESA

• AGOA

• FTA: Mauritius-Turkey

• PTA: Mauritius-Pakistan 

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Mauritian companies are taxed on worldwide income with CIT at 15%.

• Low domestic withholding tax rates on cross-border payments.
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Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty 0% 15% 15%
2. Treaty rate – China 5% 10% 10%
3. Treaty rate – India 5% & 15% 7.5% 15%
4. Treaty rate – Luxembourg 5% & 10% Exempt Exempt 
5. Treaty rate – South Africa 5% & 10% 10% 5%

Other key tax drivers 
1. Capital gains • There is no capital gains tax in Mauritius
2. Thin capitalization rules • There is no thin capitalization rules in Mauritius. 

3.
General anti-avoidance 
rules (GAAR)

• The Income Tax Act 1995 provides for GAAR. Where a transaction has been specifically designed to avoid a 
liability to income tax, the Director General of the Mauritius Revenue Authority has the authority to disregard 
or re-characterize the transaction. 

• Transaction, for this purpose, includes a transaction, operation or scheme whether or not such transaction, 
operation or scheme is enforceable, or intended to be enforceable, by legal proceedings.

4.
Controlled foreign 
corporation (CFC) rules

• Mauritius does not have any CFC regulation.

Corporate tax
Key tax principles
1. Headline Tax Rate • Income tax rate is currently at a flat rate of 15%

2. Basis of tax
• Worldwide income for corporation resident; non-resident corporation is liable to tax on any Mauritius-source 

income, subject to tax provisions

3. Tax on branch income
• Tax rates on branch income are the same as corporate profits; no tax is withheld on remittance of brnach profits 

by way of dividend to a head office

4. Permanent establishments
• A PE is created under a tax treaty if one of the following criteria is met:
• Branch, office, factory, workshop, or installation for resource extraction
• Building site, construction, assembly or supervisory services on-site for a minimum of 6 or 12 months

5. Tax residence
• Resident if it is incorporated in Mauritius or centrally managed or controlled in Mauritius; a company not 

incorporated is resident only if it is centrally managed and controlled in Mauritius
6. Transfer pricing rules • No specific transfer pricing legislation

Indirect taxes/other taxes
1. VAT • Standard rate of 15%. Certain supplies are tax exempt.

2. Customs duty
• Levied on commodities imported into Mauritius and the rate of duty applicable is the rate in force under the 

Customs Tariff Act at the time the bill of entry is validated at the Customs

3. Excise taxes
• Levied at the time of importation on selected commodities, which includes spirits, vehicles, and petroleum 

products at corresponding prescribed rates

Tax Overview

Individual income tax 

• Individuals, irrespective of nationality, deriving income from sources within Mauritius are subject to Mauritian income tax on all such income, 
whether or not they are resident.

• Resident individuals are subject to Mauritian income tax on their worldwide income from all sources. However, income derived from outside 
Mauritius is taxable only to the extent that it is received in Mauritius.

• Income from employment duties performed in Mauritius is deemed to have been derived from Mauritius, even if the related remuneration is 
received outside Mauritius.

• There is a single flat income tax rate of 15% for individuals

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Mozambique

• Till 2015, Mozambique boasted one of Africa’s highest 
GDP growth rates and growth is expected to rebound 
in 2017

• The country posses a myriad of natural resources, but 
underdeveloped infrastructure, frequent natural 
disasters and a maturing business environment have 
limited investments 

• The Mozambique government has been attempting to 
decentralise the system in order to boost private 
investment, particularly in natural resources

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research
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Key Economic Indicators

Business Overview

1. GDP per capita4 US$393

2. GDP (Nominal) in billions4 US$11.28

3. Population between 15-543 48.75%

4. Unemployment rate3 17%

5. WEF Institutional capability ranking5 124/138

6. WEF Infrastructure efficiency ranking5 124/138

7. Ease of doing business ranking6 137/190

8. S&P rating7 D

9. Internet penetration rate1 9%

10. Average annual household expenditure per capita1 US$370.1

Natural Gas

• Mozambique contains substantial natural gas reserves, and sizeable regions of unexplored land could yield high returns 
in future

• Mozambique’s LNG potential could boost investment in all areas of the value chain. However, infrastructure voids can make 
operational costs high, and need to be addressed

• Natural Gas production is expected to grow in future, as new facilities come online 

Agriculture 

• Approximately 80% of Mozambique’s population is engaged in agriculture, contributing 23% of the country’s GDP
• Frequent droughts, or natural disasters can affect the country’s crop yield, subsequently affecting GDP
• Mozambique has a large amount of arable, fertile, but underutilised agricultural land, creating opportunities for increased 

agricultural production 
• The country is an attractive location to expand production of sugar, palm, maize and cassava 

Primary Statistics 2017

25.3%

19.8%

54.9%
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Service Industry Agriculture

3.7 3.9

FDI Net Inflow: 
US$ billion1

2011 2013 2015

6.7

GDP Growth Rate2

Maputo
1.2mn

CAGR: 1.3%

28.8 mn

US$1: 61.06 Mozambican 
Metical

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Filipe Nyusi
Next election in Oct 2019

Head of Government

Major trade agreements

• GSTP • SADC

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Mozambique companies are taxed on worldwide income with CIT at 32%.

• High domestic law rates on certain cross-border payments with lower tax treaty rates available for certain countries.
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Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty 20% 20% 20%

2. Treaty rate – Italy 15%
10% 10%

3. Treaty rate – Mauritius 8%/10%/15% 8% 5%
4. Treaty rate – Portugal 10% 10% 10% 
5. Treaty rate – UAE 0% 0%** 5%

Other key tax drivers 

1. Capital gains 
• Capital gains less any capital losses derived from the sale or disposal of tangible fixed assets, including 

insurance indemnities received in case of accident, are taxed as part of normal income.

2. Thin capitalization rules
• A debt to equity safe harbour ratio of 2:1 applies in Mozambique. Any interest incurred on the portion of the 

loan deemed excessive will not be tax deductible for corporate tax purposes.

3.
General anti-avoidance 
rules (GAAR)

• Transfer pricing – The arm’s length principle applies to deals between related parties. Disclosure requirements 
– Banks are required to report any suspicion of money laundering activities.

4.
Controlled foreign 
corporation (CFC) rules

• Mozambican tax law does not provide for rules on CFCs.

Corporate tax
Key tax principles
1. Headline Tax Rate • Mozambican tax resident company are subject to corporate tax at a tax rate of 32%. 
2. Basis of tax • It is levied on taxable profit of the worldwide income of Mozambican entities and PE’s.

3. Tax on branch income
• Branches are liable to Mozambican CIT as a separate entity, similarly for Mozambican resident companies at a 

rate of 32%, based on Mozambique sourced income.

4. 
Permanent 
establishments

• In terms of the IRPC Code Permanent establishment is created when an entity has premises or other fixed 
places of business through which industrial, trading, agricultural, rendering of services or similar activities are 
totally or partially carried out or when the duration of works in country exceeds 6 months, and operating 
through a dependent agent.

5. Tax residence • Determined on the basis of a company’s place of incorporation or effective management.

6. Transfer pricing rules
• Definition of ‘special relation’ has been introduced into the transfer pricing regime. However, specific transfer 

pricing regulations remain non-existent although they are expected to be approved in the near future 

Indirect taxes/other taxes
1. VAT • VAT at a rate of 17%
2. Customs duty • Charged on importation of goods into Mozambique with applicable rates varying from 0% to 20%

3. Excise taxes
• Levied on certain goods manufactured locally or imported that include goods such as tobacco, beer and other 

alcoholic beverages, vehicles, cosmetics, airplanes, boats etc.

Individual income tax 
Chargeable Income (MZN) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 42,000 10% 0
42,001 168,000 15% 2,100
168,001 504,000 20% 10,500
504,001 1,512,000 25% 35,700
1,512,001 Beyond 32% 141,540
Responsibility to withhold payroll taxes: Employer

Tax Overview

*In practice, though, the Mozambican Tax Authorities tend to tax management and consultancy fees as royalties; 
** Country of residence of the recipient of an income has the taxing right except that in some cases the source state could also subject such income to tax.

For non-Mozambican residents, the earned income tax is withheld and remitted by the employer or other payer at a definitive flat rate of 20%

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Nigeria

• Nigeria is Africa’s largest economy and accounts for 
almost 50% of West Africa’s population 

• Large oil exports is a significant source of income for 
the country, accounting for 96%4 of total exports and 
48%11 of government revenue in 2016. This has made 
the economy dependent on fluctuations in global oil 
prices

• Nigeria’s recent economic liberalisation reforms has 
created optimism amongst investors who wish to enter 
the large market. As the oil industry stagnates, 
agriculture, manufacturing and telecom look to 
become increasingly important for Nigeria’s economic 
diversification

Sources: 1. World Bank Data (2011-2015), 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. United Nations, Department of Economic and Social 
Affairs, Population Division (2017), 4. National Bureau of Statistics (NBS) 5. WEF 2017 Global Competitiveness Ranking 2017-2018, 6. Doing Business, The World 
Bank (2018), 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research 9. IMF WEO database October 2017,  10. PwC,   11.Budget Office of the Federation,  
12. Central Bank of Nigeria (CBN)

Sector Attractiveness8

Key Economic Indicators

Business Overview8

1. GDP per capita10 US$2,183

2. GDP (Nominal) in billions9 US$406

3. Population between 15-543 49.1%

4. Unemployment rate4 14.2%

5. WEF Institutional capability ranking5 121/137

6. WEF Infrastructure efficiency ranking5 127/137

7. Ease of doing business ranking6 145/190

8. S&P rating7 B

9. Internet penetration rate1 47.4%

10. Average annual household expenditure per capita1 US$1,789

Alcoholic Beverages

• Despite contractions within the food and beverage sector, the alcoholic beverage industry is projected to 
have a CAGR of 11.8% from 2016-20

• The Nigerian beer market is well-developed, and in 2016 contributed to a significant portion of total liquor 
sales. There is also a substantial informal beer sector, that could be converted to the organised sector

• The large size of the Nigerian market and growing West African beer market, creates significant production 
and export opportunities

Pharmaceuticals 
and medical devices

• The long-term prospects for Nigeria’s medical device sector remains positive despite the current 
economic downturn

• Nigeria’s growing middle class is a key driver, as they steadily demand better medical services
• The recently signed Nigerian Health Bill, and a large population create a substantial market for 

long-term investment

Telecommunications

• The Nigerian mobile market added over 7.5mn subscribers in 2016, and growth is projected to continue in 
upcoming quarters

• High growth is forecasted within 3G/4G subscribers, as demand for mobile data increases, and existing 
mobile customers trade up for premium services

Primary Statistics 2017

GDP by Sector4

FDI Net Inflow: 
US$ billion12

GDP Growth Rate4,10

Lagos 
12.6 mn

8.9

5.6
4.4

Services Industry Agriculture
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24.4%

22%

53.6%

Sales

186 mn

US$1: 360.42 Nigerian Naira

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Muhammadu Buhari
Next election in February 2019

Head of Government

Major trade agreements

• ECOWAS • GSTP

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions

2011 2013 2016



• Nigerian companies (excluding oil and gas companies) are taxed on their worldwide income at a tax rate of 32% (i.e., 30% income tax and 2% 
tertiary education tax).

• Tax advantages based on Double tax agreements with other treaty countries.

• Available tax incentives, reliefs and waivers for businesses in various industry sectors.

• Continuous reform drives to improve the tax system.
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Other key tax drivers 

1. Capital gains
• Gains accruing to a chargeable person (individual or company) on the disposal of chargeable assets shall be subject to tax under 

the CGT Act at the rate of 10%. The gains on the disposal of shares are exempt from CGT.

2. Thin capitalization rules
• Nigeria has no thin capitalisation rules. Usually, the tax authorities apply a 3:1 debt/equity ratio to both related or unrelated 

parties(regardless of domestic or cross-border transactions) in practice. Debt in excess of this ratio may not be tax deductible. 

3.
General anti-avoidance rules 
(GAAR)

• Tax authorities are empowered to disregard transactions that are considered fictitious or not at arm’s length and reassess and 
charge a company to tax where the taxable profits declared has some tax consequences.

4.
Controlled foreign 
corporation (CFC) rules

• There are no specific CFC rules in Nigeria.

5 Excess Dividend Tax • A 30% tax applies on dividends paid in excess of the taxable profits of a company.

6. Pioneer status incentive
• Companies in certain industries producing specified products may potentially obtain the Pioneer Status incentive which grants

the company a tax holiday for a period of 3 - 5 years. An application will have to be made to the relevant authority. 

7. Export incentives • Export processing and free trade zones offer specific tax exemptions for approved activities within the zones.

Corporate tax
Key tax principles

1. Headline Tax Rate

• Companies incorporated in Nigeria are taxed at 30% of taxable profits (tax adjusted profit) as Companies Income Tax (CIT) and 
2% of assessable profits (tax adjusted profits before capital allowance claim) as Tertiary Education Tax (TET).

• Non resident companies (NRCs) are taxed 30% on income derived from their Nigerian operations.
• Companies in upstream petroleum operations pay Petroleum profit tax in lieu of CIT(applicable rates are 50%, 65.75% or 85%).

2. Basis of tax
• Worldwide income.
• Nigeria sourced income forms the basis for NRCs.

3. Tax on branch income
• Foreign persons doing business in Nigeria must be incorporated with strong restrictions on branch existence (possible 

exemptions for government approved projects).

4. Permanent establishments

• PE exists where: an entity has a fixed base of business through which it carries out its activity(partially or totally); where the 
activity is a single contract for surveys, deliveries, installations or construction; when a person (other than an independent 
agent) has the capacity to conclude contracts on behalf of the foreign entity, except for preparatory and auxiliary activities; and 
where the transactions between related parties are not at arms length.

5. Tax residence • Place of incorporation.

6. Transfer pricing rules • Follows OECD guidelines. Documentation requirements.

Indirect taxes/other taxes
1. VAT • Standard rate of 5% on taxable goods and services, other than those exempt, with restrictions on recoverable input VAT.

2. Excise Tax
• Excise duty is applicable on beer and stout, wines, spirits, cigarettes and homogenised tobacco manufactured in or imported 

into Nigeria at 20%.

3. Customs Duties
• Levied on imports at different rates ranging from 5% to 35% and are assessed according to prevailing harmonised

commodity/coding system.

4. Stamp Duties • Stamp duties (at fixed or ad valorem rates) apply on written instruments executed in Nigeria. 

5. Consumption Taxes
• A 5% consumption tax has been introduced in some states. This is levied on the consumer of goods and services in hotels, 

restaurants and event centers.

6. Property Taxes • Property taxes apply on the acquisition and disposal of landed property. Rates vary by location of the property within the state.

7. Local Content Levy
• A 1% levy is deducted from very contract awarded in the upstream Oil and Gas Sector in line with the Nigerian Oil and Gas 

Industry Content  Development Act.

8. Information Technology Tax • Information technology tax at 1% of profit before tax is payable by specified companies with turnover of NGN100m and above.

Tax Overview

Withholding taxes
Key rates Dividend Interest Royalties

1. Non-treaty 10% for companies and individuals 10% for companies and individuals
10% for companies
5% for individuals

2. 
Treaty rate –
All comprehensive treaties in 
force

7.5% for companies and individuals 7.5% for companies and individuals
7.5% for companies
5% for individuals 

Individual income tax 
Chargeable Income (NGN**) Rate Amount to be deducted to compute tax on resp. bracket 

First 300,000 7% • Non-taxable personal relief of 20% of income and the higher of  
NGN200,000 and 1% of income.

• Non –taxable statutory deductions such as pensions, National 
housing fund, compensation scheme, etc. where applicable 
using different rates.

Next 300,000 11%

Next 500,000 15%

Next 500,000 19%

Next 1,600,000 21%

Above 3,200,000 24%

Responsibility to withhold payroll taxes: Employer

** Nigerian Naira

Withholding tax (ranges between 5% - 10%) applied on business income is available as a credit against taxable profits.

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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South Africa

• The South African economy is the most advanced and 
industrialised on the African continent and is gaining in 
global competitiveness, in spite of the recent 
economic slowdown

• South Africa is the financial centre of the African continent 
and contains some of the strongest institutions in the 
continent while simultaneously containing high 
mineral wealth 

• Further, regional access to other Sub-Saharan countries and 
South Africa’s political stability continue to make it an 
attractive location for foreign investment

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research
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Key Economic Indicators

Business Overview

1. GDP per capita4 US$5,261

2. GDP (Nominal) in billions4 US$294.13

3. Population between 15-54 3 59.24%

4. Unemployment rate3 26.8%

5. WEF Institutional capability ranking5 40/138

6. WEF Infrastructure efficiency ranking5 64/138

7. Ease of doing business ranking6 74/190

8. S&P rating7 BB+

9. Internet penetration rate1 51.9%

10. Average annual household expenditure per capita1 US$4,592

Consumer 
Products

• Emerging middle-class and young adult population expected to help restart growth in the sector
• Expansions in broadband networks predicted to drive demand for data-enabled devices
• Opportunities for large international retailers to target consumers’ growing brand consciousness

Agriculture/Food 
Processing

• Corn and wheat production expected to rebound out to 2021, as crops recover from El Niño droughts
• Meat and confectionary consumption predicated to increase in line with growing discretionary spending power and rising 

incomes in South Africa, creating opportunities for growth in fast food, casual dining and EU exports 

Telecom
• Liquid Telecom’s anticipated entry is expected to prompt further consolidation among independent wholesalers and boost 

already promising mobile and wireline data growth opportunities
• The quality of broadband is rising while the price is falling, increasing accessibility and demand levels

Transport & 
Logistics:

• South Africa is a crucial export hub to sub-Saharan Africa, and thus the freight and transport sector is projected to maintain 
steady growth, in particular, road transport is expected to grow at a CAGR of 4.8% from 2016-20

Primary Statistics 2017
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Currency exchange 
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President- Jacob Zuma
Next election in April/May 2019

Head of Government

Major trade agreementsMajor trade agreements

• SADC

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• South African-resident companies are subject to tax on their worldwide income, with non-resident companies being subject to 
tax on income that is sourced in South Africa. The CIT rate is 28%.

• South Africa has a wide treaty network, both with other African countries and the rest of the world.
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Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty 20% 15% 15%

2. Treaty rate – China 5% 10%
10% (IP)
7% (payments for right to 
use equipment)

3. 
Treaty rate – United 
States

5%/15% 0% 0%

4. Treaty rate – Japan 5%/15% 10% 10%

5. Treaty rate - Germany 7.5%/15% 10%
0% if taxable in Germany, 
otherwise 15%

Other key tax drivers 

1. Capital gains tax (CGT)
• Companies are taxed at an effective CGT rate of 22.4%. Residents pay CGT on a residence basis, while non-

residents only pay CGT on gains from disposals of immovable property and from disposals of shares of 
companies owning such property

2.
Thin capitalization and 
transfer pricing rules

• Generally based on OECD arm’s length principles. There are currently no “safe harbour” rules for 
thin capitalisation.

3. Anti-avoidance rules • Avoidance is targeted by both specific ant-avoidance rules, as well as a GAAR

4.
Controlled foreign 
corporation (CFC) rules

• Generally, a CFC is a company that is a non resident, the shares of which are more than 50 per cent owned by 
residents. Attribution of income to a resident is in proportion to the shareholding of the resident. High-tax and 
business presence exemptions are available.

Corporate tax
Key tax principles
1. Headline Tax Rate • The CIT rate applicable to taxable income of both resident and non-resident companies is a flat rate of 28%

2. Basis of tax
• Worldwide income for SA-resident companies, irrespective of source; non-residents are taxable on 

SA-source income

3. Tax on branch income
• Branches of foreign companies are taxed at a rate of 28% and are not liable for dividends tax or any branch 

profits repatriation tax

4. 
Permanent 
establishments

• Defined by reference to the definition thereof in the OECD Model Tax Convention

5. Tax residence
• A company is considered resident if it is incorporated, established or formed in South Africa or has its place of 

effective management in South Africa

6. Transfer pricing rules
• Taxable income of any person deriving a tax benefit from any cross-border non-arm’s length arrangement is 

calculated as if that arrangement had not existed, and the amount of any resulting adjustment to taxable 
income is regarded as a dividend subject to dividends tax in the hands of that person

Indirect taxes/other taxes
1. VAT • Levied at two rates, namely a standard 14% rate and a zero rate (0%)

2. Customs duty
• Charged on importation of goods into South Africa at rates ranging between 3% and as high as 45%. Import 

duties may also include anti-dumping and countervailing duties of up to 150%.

3. Excise taxes
• Levied on certain locally manufactured goods as well as their imported equivalents. A specific duty at a pre-

determined amount is levied on tobacco (52%) and liquor (23%-43%), and an ad valorem duty on certain 
luxury goods and automobiles.

Individual income tax 
Chargeable Income (ZAR) Tax amount on the 

first bracket
Tax on excess

From To
R0 R189 880 0 18%
R189 881 R296 540 R34,178 26%
R296 541 R410 460 R61,910 31%
R410 461 R555 600 R97,225 36%
R555 601 R708 310 R149,475 39%
R708 311 R1 500 000 R209,032 41%
R1 500 001 and 
above

R533,625 45%

Responsibility to withhold payroll taxes: Employer

Tax Overview

Note: The tax overview information mentioned above (including list of treaties, tax drivers and others) is not exhaustive and may have undergone changes. This 
content is for general information purposes only

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Tunisia

• In the post-Arab Spring era, Tunisia has emerged as a 
success story, due to the ratification of a new constitution, a 
diversified economy, the promulgation of a new investment 
law and new ruling tax incentives, a skilled workforce and 
easy access to developed European markets

• Although security concerns from neighbouring Libya have 
created uncertainties, the long-term prospects for the 
country ‘s growth are promising. Rising incomes and an 
educated population could prompt increased levels of 
Tunisian consumer spending in the long-term

Sources: 1. World Bank Data (2011-2016) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of December 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2017-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2018) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research 

Sector Attractiveness8
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Key Economic Indicators

Business Overview

1. GDP per capita4 US$3,518

2. GDP (Nominal) in billions4 US$39.883

3. Population between 15-543 57,37%

4. Unemployment rate3 15.5%

5. WEF Institutional capability ranking5 78/138

6. WEF Infrastructure efficiency ranking5 83/138

7. Ease of doing business ranking6 88/190

8. S&P rating7 not rated

9. Internet penetration rate1 50.9%

10. Average annual household expenditure per capita1 US$3,232

Automotive

• The government’s recent decision to reform import quotas and favorable long-term growth prospects have created 
opportunities in the Tunisian automotive sector

• Demand for both commercial and passenger vehicles is expected to grow at a steady rate 
• The lack of a strong automotive manufacturing sector despite rising demand creates opportunities for investors

Insurance

• As motor vehicle sales increase, there is strong demand for more auto-insurance providers. Automotive insurance is 
expected to grow at a CAGR of 7.8% from 2017-2021

• In addition, rising incomes, an educated workforce and under-penetration can create opportunities for global players in the 
life-insurance sector

Food
• Tunisia’s rapidly expanding food sector creates strong opportunities for investors. From 2016-2021 the Tunisian food 

industry will grow at a CAGR of 7.3%

Primary Statistics 2017

9,9%

26,2%

63,3%

Sales

GDP by Sector3

Service Industry Agriculture

0.4

1.0

FDI Net Inflow: 
US$ billion1

2011 2013 2015

1.1

GDP Growth Rate2

Tunis
2.0 mn 11.4 mn

US$1: 2.48 Tunisian Dinar

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Beji Caid Essebsi
Next election in October 2019

Head of Government

Major trade agreementsMajor trade agreements

• GAFTA

• GSTP

• EU Tunisia association 
agreement

• Free Trade Agreement with the 
European  free trade association 
(EFTA)

• Agreement establishing a pan-
Arab free trade zone

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions

0.7

1.5

2016



• Tunisian companies are taxed on the basis of profits attributable to operations of PEs located in Tunisia at the CIT rate of 25%, 
subject to tax exemptions provided for by local tax laws. 

• Also a social solidarity contribution is due as from benefits realized as from 2018 at the rate of 1% based on Taxable income.

• A new law ruling investments in Tunisia was promulgated by the end of 2016. 

• A new law was promulgated in 2017 (applicable starting from April 1st, 2017) ruling tax incentives.

• Important tax reform under discussion for FY18 and onwards. 
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Withholding taxes
Key rates Dividend Interest Royalties

1. Non-treaty
10% on dividends distributed to non 
resident persons and to resident 
individuals

20% on non bank interests (non resident 
banks)
10% on bank loan interests (non resident 
banks)

15% 

2. Treaty rate – France (*) 10%
12% on non bank interests/10% on bank 
interests/0% for interests on loans granted by 
the State 

5%/15%

3. 
Treaty rate – Germany 
(*)

10%
10%/0% for interests on loans granted by the 
State and some specified banks

10%/15% 

4. Treaty rate – UK (*) 10%
10% on interests paid to banks or financial 
institutions/12% otherwise

15%

5. Treaty rate – Italy (*) 10% 

10% on interests paid to banks/12% 
otherwise/0% for interests paid by the 
government or to the government and state-
owned financial institutions 

5%/12%/15%

Other key tax drivers 

1. Capital gains
• Capital gains are calculated as the difference between the sale price, which is supposed to be equal to the fair 

market value, and the net book value. In the case of goodwill, capital gains will be equal to the total sale price. 
All tangible and intangible transaction assets have to be valued at their fair market value.

2. Thin capitalization rules
• Interest on shareholder’s loans are tax deductible within the limit of an interest rate of 8%, provided that: a) the 

capital is fully paid-up; (b) the amount of these loans do not exceed 50% of the share capital. 

3.
General anti-avoidance 
rules (GAAR)

• Tax law does not provide for rules on GAARs.

4.
Controlled foreign 
corporation (CFC) rules

• Tax law does not provide for rules on CFCs.

Corporate tax
Key tax principles

1. Headline Tax Rate
• General corporate tax rate is 25%. However, specific rates are foreseen for specific sector of activities (10%, 

35%). Also a social solidarity contribution is due as from benefits realized as from 2018 at the rate of 1% based 
on Taxable income.

2. Basis of tax
• Tunisian-resident companies are subject to corporate tax in Tunisia on basis of profits generated from PE 

located in Tunisia; Companies not resident in Tunisia are subject to corporate tax on the basis of their 
Tunisian-sourced income

3. Tax on branch income
• Deductible if: all the charges incurred directly by the PE is supported by proper documentation, direct charges 

incurred by the head office exclusively for the PE is supported by proper documentation

4. 
Permanent 
establishments

• No definition of PE is given by the Tunisian domestic law. In practice, the Tunisian tax authorities refer to the 
definitions given by double taxation treaty (DTTs)

5. Tax residence • Resident if it is registered or has its effective place of management therein

6. Transfer pricing rules

• Where there is evidence of the existence of commercial or financial business transactions between a company 
and other dependent companies, which, for the determination of their value, are based on rules that differ from 
those governing relations between independent companies and which result in the reduction of taxable 
benefits, the difference is added back to the taxable income. 

Indirect taxes/other taxes

1. VAT
• Standard rate of VAT is 19%. Lower rates of 7% and 13% apply to specifically designated operations. 

Exemptions are defined by the law. 

2. Customs duty
• Due on importations other than those made from the EU. Some equipment expressly designated by the 

Tunisian domestic law is exempt from customs duties, whether imported from EU countries or not. Also, some 
equipment expressly designated by free trade agreements are exempt from customs duties. 

3. Stamp duty
• Stamp duties are due, in general, on certain contracts expressly designated, as well as invoices, unless the 

customer is expressly exempt. Stamp duties range from TND 0.6 for invoices. 

Individual income tax 
Chargeable Income (TND) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 5,000 0%
5,001 20,000 26%
20,001 30,000 28%
30,001 50,000 32%
Above 50,000 35%
Responsibility to withhold payroll taxes: Employer

Tax Overview

Note: The above list may not be exhaustive. 

As from January 1st, 2018, a social solidarity contribution is  due  at the rate of 1% of the 
gross income subject to the PIT scale. 

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Cambodia

• Cambodia’s high growth rate has created a positive outlook 
for the economy, expected to be further bolstered by the 
tourism, garment and agricultural sectors

• Recent education reforms and improvements in the business 
environment could help incentivize foreign investment

• Low wages also help create opportunities for sectors such as 
textiles, but there needs to be focus on improving 
infrastructure and availability of skilled labour to attract 
investments in medium and high-tech manufacturing

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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Key Economic Indicators

Business Overview

1. GDP per capita4 US$1,230

2. GDP (Nominal) in billions4 US$19.40

3. Population between 15-543 59.20%

4. Unemployment rate3 0.3% [2013]

5. WEF Institutional capability ranking5 104/138

6. WEF Infrastructure efficiency ranking5 106/138

7. Ease of doing business ranking6 131/190

8. S&P rating4 not rated

9. Internet penetration rate1 19%

10. Average annual household expenditure per capita1 US$794

Infrastructure

• Chinese investment is expected to boost the construction industry in Cambodia, with an expected CAGR of 11.86% 
from 2016-25

• Underdeveloped current infrastructure, increasing rates of tourism and low wages create strong demand for 
infrastructure investment 

• Tourism has driven investments in airports and hotels, while foreign investment is driving new rail projects to boost 
internal connectivity 

Alcoholic 
Beverages

• Within food and drink, alcoholic beverages are expected to grow at a CAGR of 10.1% till 2020 
• Cambodia’s young consumer base has displayed an increasing preference for alcoholic beverages and as incomes rise, it is 

anticipated that alcohol consumption will grow accordingly 

Transport and 
Shipping

• Garment and rice exports have boosted the shipping sector in Cambodia. Further port development could help strengthen 
Cambodian exports, as current ports lack capacity

• Improvements in domestic transportation and infrastructure could further reduce logistics costs

Primary Statistics 2017

26.7%

29.8%

43.5%

Sales

GDP by Sector3

Service Industry Agriculture

0.8

1.7

FDI Net Inflow: 
US$ billion1

1.4

GDP Growth Rate2

Phnom Penh
1.7 mn

15.8 mn

US$1: 4015.96 Cambodian Riel

Population

Currency exchange 
rate (on 1st Dec, 2017)

Prime Minister- Hun Sen
Next election in July 2018

Head of Government

Major trade agreementsMajor trade agreements

• ASEAN

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Companies incorporated in Cambodia are subjected to a basic corporate income tax (CIT) of 20%

• Brand income is taxed similar to corporate profits
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Withholding taxes
Key rates Dividend Interest Royalties

1. Non-treaty Non-residents: 14%

Non-residents: 14%
Residents: 15% (except 
payments to a Cambodian bank 
or microfinance institution), 6% 
for interest on fixed term 
deposit from a Cambodian bank, 
or 4% for interest on non-fixed 
term saving deposit from a 
Cambodian bank

Non-residents: 14%
Residents: 15%

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• Taxed at the same ToP rate; no preferential tax rate

2. Thin capitalization rules • No thin capitalization rules.

Corporate tax
Key tax principles

1. Headline Tax Rate

• Companies incorporated in Cambodia are subject to corporate income tax, known as tax on profit (ToP) of:
- 20% standard rate
- 30% for oil & gas and certain mineral exploitation activities
- 5% on gross premium income for insurance companies (20% on other income derived from non-

insurance/reinsurance activities)
- 0% for tax exemption/tax holiday

2. Basis of tax • Worldwide income for resident taxpayers; Cambodian-sourced income for non-residents
3. Tax on branch income • Income of a branch is taxable in the same way as those for corporate profits

4. Permanent establishments
• Determined but not limited to, if (i) there is a permanent place or entity through which non-resident persons 

carry on their business, (ii) there is an exercise of authority to conclude a contract on behalf of a foreign entity, 
or (iii) business activities exceed certain time periods in Cambodia

5. Tax residence • Companies organised, managed, or having their principal place of business in Cambodia

6. Transfer pricing rules
• No detailed guidance provided in tax laws but similar to arm’s length principle (benchmarking similar 

arrangements with third parties’ market price).

Indirect taxes/other taxes
1. VAT • 10% general rate

2. Import duties
• Import levies ranging from 0-35%; ASEAN’s Common Effective Preferential Tariffs programme expected to 

further bring down levies

3. Property tax
• Transfer of title in certain assets (e.g. land, building, vehicles) subject to 4% rate; Transfer of company shares 

(partial or full) subject to 0.1%

Tax Overview

Individual income tax*
Chargeable Income (Riel) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 1,000,000 0%
1,000,001 1,500,000 5%
1,500,001 8,500,000 10%
8,500,001 12,500,000 15%
Over 12,500,000 20%
Responsibility to withhold payroll taxes: Employer

*Individual income tax aren’t in place. Instead, the Tax on Salary mechanism collects tax from employees on monthly basis.
*Resident employees are subject to the progressive tax rates above. Non-resident employees are subject to 20% flat tax rate.

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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China

• China has the world’s largest population, and is 
currently the world’s second largest economy

• China is in a transition from an export- and 
investment-led growth to one that is focused on 
services and domestic consumption, with slowing GDP 
growth rate

• Recent years have seen China investing in technology, 
infrastructure, health and innovation, and the 
government continues to take steps to support FDI in 
multiple sectors

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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Key Economic Indicators

Business Overview8

1. GDP per capita4 US$8,123

2. GDP (Nominal) in billions4 US$11,199

3. Population between 15-543 61.69%

4. Unemployment rate3 4.0%

5. WEF Institutional capability ranking5 28/138

6. WEF Infrastructure efficiency ranking5 46/138

7. Ease of doing business ranking6 78/190

8. S&P rating7 A+

9. Internet penetration rate1 51.7%

10. Average annual household expenditure per capita1 US$2,506

Automotive

• The Chinese market for automotive will continue to grow, particularly within the rural segments. Sector growth 
will remain steady with a CAGR of 4.8% from 2017-21

• There is also expected to be a substantial growth in the electronic vehicles market as the government 
implements eco-friendly policies

Renewables
• China is the world’s largest renewables market, and the segment is expected to increase its power generation by 

53.8% to 548TwH by 2021. China is expected to specifically boost wind-power generation, and currently wind 
contributes 75% of renewable energy

Retail
• China is one of the world’s largest e-commerce markets and rising middle class incomes and preference for 

global brands creates strong opportunities for multinational retailers. 
• There is a growing market for consumer electronics especially within the Chinese youth demographic 

Shipping and Cargo
• The Chinese ocean shipping sector remains poised for steady growth as the trade levels remain robust. The 

country is also investing in expanding its shipping fleet as it looks to meet its growing needs, with particular 
focus on liquid bulk and LNG shipping

Primary Statistics 2017

4.4%

37.4%

58.2%

Sales

GDP by Sector3

Services Industry Agriculture

280.1
290.9

170.6
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US$ billion1
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Shanghai
24mn

Guangzhou
14mn

Beijing
22mn

1.38 bn

US$1: 6.50  Chinese Yuan

Population

Currency exchange 
rate (on 31st Dec, 2017)

President- Xi Jinping
Next election in 2023

Head of Government

Major trade agreementsMajor trade agreements

• APTA

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Since 2012, China started Business Tax (BT) to VAT Transformation Program (B2V program). Up to May 2016, VAT has replaced 
BT in China. VAT is imposed on sales/import of goods and provision of services.

• To localise OECD’s BEPS project suggestions, China is now revising its transfer pricing and anti-tax avoidance rules. In 
particular, China introduced the three-tiered transfer pricing documentation system recently. Amendments on other anti-tax 
avoidance rules such as CFC, thin-capitalisation will also be released later.
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Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty 10% 10% 10%

2. Treaty rate – Hong Kong
5% */10% 7%

0%**
7%
5% (aircraft leasing and ship chartering)

3. Treaty rate – Singapore
5% */10% 7%/10%

0%**
6%/10%

4. Treaty rate – Korea
5% */10% 10% 

0%**
10%

5. Treaty rate - Japan
10% 10%

0%**
10%

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• 25% CIT for TRE transferor and 10% for Non-TRE transferor;
• CIT deferral treatment for certain qualified restructuring transactions.
• 20% IIT for resident and non-resident individual transferor.

2. Thin capitalization rules

• For interest paid to related parties, the prescribed debt/equity ratios are 5:1 for financial institutions and 2:1 for others. Excess 
interest expense is not deductible unless:
- The enterprise can prove the inter-company financing arrangement complies with the arm’s length principle; or
- For domestic loans, the effective tax rate of the borrowing enterprise is not higher than that of its related lending enterprise.

3.
General anti-avoidance rules 
(GAAR)

• A tax avoidance scheme that is intended to obtain a tax benefit and without a reasonable commercial purpose is subject to 
GAAR adjustment.

• GAAR should not be invoked until the specific anti-avoidance rules 

4.
Controlled foreign 
corporation (CFC) rules

• If a foreign enterprise is controlled by Chinese resident shareholders and established in a jurisdiction where the effective tax
rate is lower than 12.5%, and its profit is not distributed or under-distributed for reasons other than reasonable business needs, 
it will trigger CFC rules. 

Corporate tax
Key tax principles

1. Headline Tax Rate
• Standard CIT rate is 25%, as stipulated by CIT Law;
• 15% for qualified high/new tech enterprises, 10% for qualified small/thin profit enterprises

2. Basis of tax • Worldwide income for tax resident enterprises (TREs)

3. Tax on branch income • Branch income should be consolidated with the headquarters' income for the purpose of calculating the CIT liability. 

4. Permanent establishments

• China has ‘establishment or place (E&P)’ in its domestic law, similar to PE concept. E&P is a place engaging in production or
business operation in China, including:
- Management, business organisations and representative offices
- Factories, farms and places where natural resources are exploited 
- Places where labour services are provided

5. Tax residence • If a company is incorporated in China or has its place of effective management in China, it will be regarded as a Chinese TRE.

6. Transfer pricing rules • Generally in line with OECD principle. 

Indirect taxes/other taxes

1. VAT
• VAT of 17%/11% on sales of goods and provision of processing, repairing and/or replacement services; 
• VAT of 17%/11%/6% for other services and sales of intangible assets and immovable properties;
• Zero-rated or exemption on export goods and certain qualified services

2. Consumption tax (CT) • Certain goods shall be subject to CT, e.g. cigarette, wine, oil, etc. Tax rates vary depending on the nature of the goods. 

3. Land Value-added Tax (LVAT)
• The appreciated income derived from the transfer of land use rights, buildings and other constructions on that land should be 

subject to LVAT. The tax rate is progressive, ranging from 30%-60%.

Tax Overview

*This schedule only applies to IIT on monthly wages and salaries. The chargeable income is the balance after deduction of RMB 3,500 from the monthly income from 
wages and salaries. Other income derived by individuals are subject to different IIT rates.

* On the condition that the beneficial owner is a company which holds directly at least 25% of the capital of the company paying the dividends.
** For interests arising from loans granted by certain government-related financial institutions

Individual income tax*
Chargeable Income (local currency) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 1,500 3% 0
1,500 4,500 10% 105
4,500 9,000 20% 555
9,000 35,000 25% 1,005
35,000 55,000 30% 2,755
55,000 80,000 35% 5,505
80,000 and above 45% 13,505
Responsibility to withhold payroll taxes: Employer

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Hong Kong SAR, China

• Hong Kong is one of the leading financial centres of 
the world, and boasts the 3rd highest GDP per capita in 
Asia

• Hong Kong’s strong infrastructure and ease of doing 
business have made it an attractive location for 
companies who wish to invest in neighbouring China

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8

82 | Growth markets insights | PwC

Key Economic Indicators

Business Overview8

1. GDP per capita4 US$46.08

2. GDP (Nominal) in billions4 US$344.78

3. Population between 15-543 60.10%

4. Unemployment rate3 1.1%

5. WEF Global Competitiveness ranking5 7/138

6. WEF Infrastructure efficiency ranking5 1/138

7. Ease of doing business ranking6 5/190

8. S&P rating7 AA+

9. Internet penetration rate (Broadband)1 84.0%

10. Average annual household expenditure per capita1 US$15,421

Financial Services
• Hong Kong is a major international financial hub – with more than 155 licensed banks (including 70 of the 

world’s 100 largest banks). The growth of this sector is supported by the ease of doing business in Hong Kong
• The stock market is the 8th largest in the world and the 4th largest in Asia in terms of market capitalization

Shipping and Cargo

• The port in Hong Kong is the 5th busiest in the world and handled almost 20 million twenty-foot equivalent 
units (TEUs) in 2016. Recent enhancements to cargo management techniques have also improved efficiency

• The Hong Kong port is also renowned for its bulk shipping capabilities
• Port facilities continue to be financed, built, owned and operated by private firms – this provides ongoing 

opportunities for private maritime and logistics companies
• The construction of a 3rd runway at Chep Lap Kok Airport is projected to ensure that Hong Kong remains a 

vital air cargo hub

Primary Statistics 2017
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US$1: 7.81 Hong Kong Dollar
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Currency exchange 
rate (on 31st Dec, 2017)

Chief Executive- Carrie Lam
Next election in March 2022

Head of Government

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Adopts a territorial basis of taxation (i.e. only income with a Hong Kong source is taxable regardless of tax residency)

• Simple tax system with low tax rates and limited tax incentives (mainly for the financial services and shipping industries)

• No withholding taxes on dividends and interest, no capital gains tax and no PAYG withholding on payroll 

• No VAT, GST or sales tax
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Withholding taxes
Key rates Technical Fees Interest Royalties

1. Non-treaty 0% 0%
4.95%/16.5% (Corporations)
4.5%/15% (Unincorporated 
businesses)

2. Treaty rate – China 0% 0% 4.95%*
3. Treaty rate – Indonesia 0% 0% 4.95%*
4. Treaty rate – Russia 0% 0% 3%
5. Treaty rate - UK 0% 0% 3%

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• Gains from sale/transfer of shares are not taxable if the shares are held as long term capital assets

2. Thin capitalization rules
• No specific thin capitalization rules. However, interest expense is generally not deductible if the recipient is not 

subject to tax in Hong Kong on the interest income, with a few exceptions.

3.
General anti-avoidance 
rules (GAAR)

• Based on the “sole or dominant purpose” test
• Tax authority may disregard the transaction or use other appropriate means to counteract the tax 

benefit obtained

4.
Controlled foreign 
corporation (CFC) rules

• No CFC rules

Corporate tax
Key tax principles

1. Headline Tax Rate

• Tax rates are 16.5% for corporations and 15% for unincorporated businesses.
• Profits derived from the business of reinsurance of offshore risks, qualifying offshore captive insurance 

business and qualifying corporate treasury activities are subject to profit tax at a concessionary tax rate (i.e. 
50% of the regular profits tax rate)

2. Basis of tax
• Hong Kong adopts a territorial basis of taxation; offshore income, capital gains and receipts that are capital in 

nature are not subject to tax

3. Tax on branch income

• Same tax rate as corporations. The Hong Kong profit of a foreign corporation with a Hong Kong branch is 
determined according to accounts maintained for the Hong Kong operation or based on the ratio of turnover in 
Hong Kong to total turnover (or the proportion of Hong Kong assets over total assets) on the worldwide profits 
or based on a fair percentage of the turnover in Hong Kong 

4. 
Permanent establishments
(“PE”)

• Existence of PE is generally irrelevant for determining taxability

5. Tax residence • Generally not relevant for determining taxability except in a treaty context

6. Transfer pricing rules • No specific and comprehensive TP rules. No mandatory TP documentation requirements

Indirect taxes/other taxes
1. VAT • Hong Kong does not have a VAT, goods and services tax, or sales tax

2. Stamp duty
• Charged on transfer of Hong Kong stock (0.2% of the consideration or market value) and transfer or lease of 

Hong Kong immovable property (rates vary depending on the value of the property transferred or the 
lease period)

3. Payroll taxes
• Under the Mandatory Provident Fund (MPF) Scheme, an employer is required to make mandatory 

contribution of 5% of the monthly income of an employee, up to a maximum income level of HKD 30,000 
per month

Tax Overview

*Individual taxpayers are taxed at either the above progressive rates (with certain allowable deductions and personal allowances) or the standard rate of 15% (with 
certain allowance deductions but not personal allowances), depending on which method produces a lower amount of tax payable. 

*Since a higher rate is specified in the treaty, the lower domestic rate will apply

Individual income tax*
Chargeable Income (local currency) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 40,000 2%
40,001 80,000 7%
80,001 120,000 12%
Over 120,000 17%
Responsibility to withhold 
payroll taxes

Employers only have such responsibility for employees 
departing Hong Kong permanently 

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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India

• As the world’s largest democracy and second most 
populous country, India boasts a high degree of 
potential for investors, particularly due to it’s large 
domestic consumer base and low-cost, but skilled 
labour force

• The business-friendly policies of the current 
government have encouraged FDI with the “Make in 
India” initiative and liberalisation of trade policies 

• Real GDP growth is expected to above 7% over the 
next few years, as the current government focuses on 
development efforts throughout the country

Sources: 1. World Bank Data (2016) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of June 2017), 4. International Monetary 
Fund; World Economic Prospects (GDP indicators for October 2017), 5. WEF Global Competitiveness Ranking 2017-2018, 6. Doing Business, The World Bank (2018) 
7. Standard and Poor Rankings [as of November 2017], 8.BMI Research

Sector Attractiveness8
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1. GDP per capita4 US$1,990

2. GDP (Nominal) in billions4 US$2650

3. Population between 15-543 58.9%

4. Unemployment rate3 8.4%

5. WEF Institutional capability ranking5 39/137

6. WEF Infrastructure efficiency ranking5 66/138

7. Ease of doing business ranking6 100/190

8. S&P rating7 BBB-

9. Internet penetration rate1 30%

10. Average annual household expenditure per capita1 US$1046

Primary Statistics 2017

16.8%

28.9%

46.6%

Sales

84

GDP by Sector3

Services Industry Agriculture

36.5

28.2

44.0

FDI Net Inflow: 
US$ billion1

GDP Growth Rate2

Mumbai
21mn

New Delhi 
26mn

Information 
Technologies

• The IT sector in India is fuelled by the availability 
of skilled, English-speaking low-cost labour

• Numerous global and regional technology companies have established a large presence in India, mostly providing global 
operations support

• In addition to IT investments from larger firms, India is also witnessing a growth of start-ups

Clothing and 
Footwear

• Liberalisation, rising incomes and a young population are expected to boost clothing and footwear sales in upcoming years
• The clothing and footwear market is expected to grow by 45% to from 2017-2021, as household expenditure rises
• The Indian consumer base displays a growing preference for foreign brands, creating opportunities for global players in 

this space

Solar Energy
• Due to government initiatives for clean energy, Solar power is expected to boast an average y-o-y growth rate of 12% 

from 2017-2025
• The government is also encouraging households to install personal solar panels to supplement limited power grid capacity

1.32 bn

US$1: 63.78 Indian Rupee

Population

Currency exchange 
rate (on 23rd January, 2018)

Prime Minister- Narendra Modi
Next election in April/May 2019

Head of Government

Major trade agreements

• APTA

• SAFTA

• GSTP

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions

44.4



• Key direct tax reforms underway with emphasis on corporate tax reduction to 25% over a 4 year period with elimination of 
tax incentives.

• Active participant in BEPS project; efforts on to amend domestic law and renegotiate treaties in line with BEPS suggestions

• Strengthening of law relating to detection and taxation of unaccounted income and wealth.

• Major reform of indirect taxes with introduction of Goods and Service Tax (GST).
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Withholding taxes
Key rates Technical Service Fees Interest Royalties
1. Non-treaty 10%* 5%/20%* 10%*
2. Treaty rate – USA/UK 15 %/10% 15%/10% 15%/10%
3. Treaty rate – Singapore 10% 15%/10% 10%
4. Treaty rate – Germany 10% 10% 10%
5. Treaty rate - Japan 10% 10% 10%

Other key tax drivers 

1. Capital gains 

• Taxable if company whose shares transferred is resident in India. Amendment in Mauritius, Singapore
• and Cyprus treaty to grant taxation rights on gains from alienation of shares acquired after 31
• March 2017 to source state. Also indirect transfer is taxable if foreign company’s value is derived
• substantially from assets located in India.

2.
Thin capitalization 
rules/Controlled foreign 
corporation (CFC) rules

• Currently there are no CFC Rules. Rules on limitation on interest deduction on the lines of BEPS
• Action Plan 4 introduced from Financial Year 2017/18.

3.
General anti-avoidance 
rules (GAAR)

• GAAR provisions effective from Financial Year 2017/18. GAAR would be triggered in case of an arrangement 
whose main purpose is to obtain a tax benefit and one of the secondary test is met. Indian GAAR follows a re-
characterisation approach.

4. Equalisation Levy
• Taking cue from BEPS recommendation on e commerce taxation, 6% equalisation levy to be levied on 

payments to non –residents on online advertisement and related charges.

5.
Administrative and 
Legislative Reforms 

• Administrative and legislative reforms to instil stability and certainty in tax laws e.g. APA. Shift from profit 
based to expenditure based incentives e.g. Infrastructure projects. GST - major indirect tax reform in process

Corporate tax
Key tax principles

1. Headline Tax Rate
• 25% for new manufacturing companies (optional) 25% for companies with turnover not exceeding INR 500

million, otherwise 30%. In certain cases minimum alternate tax @ 18.5%. Foreign companies operating in India 
are taxed at 40%Surcharge and cess also applicable 

2. Basis of tax
• Worldwide income for resident companies; Income which is received, accrues or arises, or deemed to accrue or 

arise in India for non-resident companies

3. Tax on branch income
• Taxed on income received in India, or which accrues or arises, or deemed to accrue or arise in India and that 

may be attributable to it, at the rates applicable to foreign companies

4. 
Permanent establishments 
(“PE”)

• Fixed place of business through which the business of an enterprise is wholly or partially carried on in India. 
PE can be created by existence of dependent agents and some tax treaties contain service PE clause as well. 
There are carve outs for auxiliary and preparatory activities. Domestic law concept of business connection is 
much wider.

5. Tax residence
• A company is treated as a resident of India if it is an Indian company or its place of effective management is 

situated in India 

6. Transfer pricing rules
• Taxpayers are required to maintain a comprehensive set of prescribed information and documents relating to
• international transactions undertaken between associated enterprises and specified domestic
• transactions, on an annual basis, within the prescribed timelines

Indirect taxes/other taxes

1. Central GST & State GST

• From 01 July 2017, Government of India has implemented Goods and Services Tax (GST). India has a dual GST 
model comprising of Central GST (federal levy) and State GST (state levy), which is applicable on intra-state 
supply of goods and services. Inter-state supplies are subject to Integrated GST (sum total of Central and State 
GST).

• The rate of GST are 5%,12%,18%,28% depending upon the type of goods and service categories. The general tax
rate is 18%. There is compensation cess on certain goods like motor vehicles, cigarettes, aerated beverages etc.

2. Stamp duty
• Stamp duty is charged on certain documents (not the transaction). Stamp duty is charged at both central and 

state levels. State level stamp duties vary from state to state, and on document type

Tax Overview

Individual income tax
Chargeable Income (INR) Rate* Amount to be deducted to compute tax on resp. bracket 
From To

Up to 250,000 Nil
250,000 500,000 5% 5% of total income minus 250,000
500,000 1,000,000 20% 12,500 + 20% of total income minus 500,000
Over 1,000,000 30% 112,500 + 30% of total income minus 1,000,000
Responsibility to withhold payroll taxes: Employer

Note: The above list may not be exhaustive
* Plus applicable surcharge and cess

* Plus applicable surcharge and cess
Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Indonesia

• Indonesia is an attractive market for investment; 
home to the 4th largest population in the world with a 
rapidly expanding middle class, substantial natural 
resources, a young labour force and high GDP 
growth forecast

• Developments across the country have remained 
uneven due to geographic fragmentation, but the 
overall potential for growth remains strong, driven by 
infrastructure development and private consumption

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research 9. PwC, Indonesian Infrastructure – Stable foundations for growth.

Sector Attractiveness8
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1. GDP per capita4 US$3,685

2. GDP (Nominal) in billions4 US$932.45

3. Population between 15-543 59.38%

4. Unemployment rate 3 6.3%

5. WEF Institutional capability ranking5 56/138

6. WEF Infrastructure efficiency ranking5 60/138

7. Ease of doing business ranking6 91/190

8. S&P rating7 BBB-

9. Internet penetration rate1 22.0%

10. Average annual household expenditure per capita1 US$2,127

Primary Statistics 2017

13.7%

40.3%

46.0%

Sales

86

GDP by Sector3

Services Industry Agriculture

20.6

23.3

20.1

FDI Net Inflow: 
US$ billion1

CAGR: -0.6%

GDP Growth Rate2

Retail & Consumer 

• The food sector is expected to grow at y-o-y average of 11.4% from 2016-2020, creating substantial opportunities for existing 
and new players

• Strong local and foreign competition has led to development of multichannel strategies, including focus on e-commerce
• The growing middle class and increased disposal incomes are expected to drive the retail sector

Infrastructure

• Increased infrastructure demand, coupled with the Government’s infrastructure development plans, is predicted to boost the 
construction industries’ share of GDP to 11.2% by 2021

• Utilities, in particular power generation and water, coupled with all transportation subsectors are projected to be key 
infrastructure growth areas9

Tourism
• Between 2017-2020 the tourism sector is expected to grow by an average of 5% y-o-y, with significant focus from the 

Indonesian government to encourage tourist activity

Agriculture
• Indonesia is the 3rd largest producer of cocoa and the 4th largest producer of coffee, globally 
• Much of Indonesia’s fertile land outside Java remains undeveloped, creating opportunities to meet local and international 

demand for food

Jakarta
10.3mn

Surabaya
2.9mn

261.1 mn

US$1: 13,529Indonesian Rupiah

Population

Currency exchange 
rate (on 31st Dec, 2017)

President- Joko Widodo
Next election in July 2019

Head of Government

Major trade agreements

• ASEAN-ANZ • ASEAN

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Indonesian companies are taxed on their worldwide income at CIT rate of 25%.

• Tax treaty relief for withholding tax on cross-border transactions are generally subject to beneficial ownership tests and certain 
administrative requirements.

• Several deregulation economic packages have been issued under the new government administration, including for tax, to 
enhance the Indonesian economy
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Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty 20% 20% 20%

2. Treaty rate – Singapore
15%
10% **)

0%/10% 15%

3. Treaty rate – Hong Kong
10%
5% **)

0%/10% 5%

4. Treaty rate – Japan
15%
10% **)

0%/10% 10%

5.
Treaty rate –
United States

15%
10% **)

0%/10% 10%

Other key tax drivers 

1. Capital gains

• Listed companies: 0.1% from gross transaction value
• Non-listed companies: 25% from capital gain if the share transferor is local
• Non-listed companies: 2.5% from gross transaction value if the share transferor is a foreign entity, although 

exemptions maybe applicable under tax treaty benefits.
• Indirect transfer of shares - Sale or transfer of shares in an intermediary offshore company may be "deemed" to 

be a transfer of shares in an underlying Indonesian company if the offshore intermediary company is:
A special purpose company, has established in a tax haven country and has a special relationship with the 
Indonesian company

2. Thin capitalization rules
• A single ratio of 4:1 is generally applicable
• Exemption applies to certain taxpayers.

3.
General anti-avoidance 
rules (GAAR)

• Indonesia does not have a specific GAAR, although certain part of the Income Tax Law may work in a similar 
manner as GAAR.

4.
Controlled foreign 
corporation (CFC) rules

• A CFC is defined as a non-resident company controlled by a resident shareholder (or jointly with other resident 
shareholders) with a minimum 50% ownership.

• Dividends from CFC are deemed “received” by the resident companies within 4 months after the CFC’s CITR 
filing deadline or 7 months if the CFC has no deadline for filing its CITR.  

Corporate tax
Key tax principles
1. Headline Tax Rate • 25%, although some taxpayers are subject to final tax regime at different tax rates.
2. Basis of tax • Worldwide income

3. Tax on branch income
• Branch is regarded as permanent establishment for Indonesian tax perspective which is subject to normal CIT 

rate at 25%. Generally there is a regulatory restriction to open a branch in Indonesia with the exception of 
certain industries, such as banking.

4. Permanent establishments
• PE shall be deemed to exist under certain business, dependent agent, or service PE. The scope of PE under 

domestic law may be different with tax treaties.

5. Tax residence
• Generally place of incorporation or domicile. However, place of management can also be considered if foreign 

company’s management is domiciled in Indonesia.

6. Transfer pricing rules

• Transactions between related parties must be consistent with the arm’s length principle. 
• TPD requirements under Indonesian tax law is consistent with OECD/BEPS Guidelines, which requires three 

types of TPDs namely: Master file, Local file; and/or Country-by-Country Report (CbCR). These TPDs must be 
available upon the submission of the annual Corporate Income Tax Return.

Indirect taxes/other taxes
1. VAT • 10% rate
2. Import duty • In the range of 0% to 150% calculated from the imported goods value (cost, insurance, and freight)
3. Stamp duty • Nominal and payable as a fixed amount of either IDR6,000 or IDR3,000 on certain documents

Tax Overview

Individual income tax
Chargeable Income (local currency) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 50,000,000 5% • Individual taxpayers: IDR 54,000,000

• Additional for married taxpayers: IDR 4,500,000
• Additional for a working wife whose income is combined with 

her husband’s income: IDR 54,000,000
• Additional for each dependent of blood relatives and relatives by 

marriage in straight lineage and adopted children (maximum 3): 
IDR 4,500,000

50,000,001 250,000,000 15%
250,000,001 500,000,000 25%

500,000,001 and above 30%

Responsibility to withhold payroll taxes: Employer

*) paid to offshore companies
**) substantial holding (at least 25% ownership)

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Malaysia

• Malaysia is ranked highly as a favourable business location; 
it offers a cost-competitive location and ease of doing 
business being attractive to foreign investors.

• The Government plays a proactive role in the economy, 
promoting significant public and private spending, 
highlighted in the five-year, 11th Malaysia Plan (2016-2020).

• Malaysia offers numerous concessions and tax breaks to 
boost FDI. For example, the Principal Hub incentive offers 
tax rate of 0% - 10% for setting-up regional and global 
operations here. 

• The above factors have helped push approved FDI from US$ 
9.9 billion in 2015 to US$13.5 billion in 2016. 

Sources: 1. World Bank Data (2011-2016) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of December 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2017 Global Competitiveness Ranking 2017-2018, 6. Doing Business, The 
World Bank (2018) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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1. GDP per capita4 US$9,361

2. GDP (Nominal) in billions4 US$296.36

3. Population between 15-543 57.81%

4. Unemployment rate4 3.5%

5. WEF Institutional capability ranking5 27/137

6. WEF Infrastructure efficiency ranking5 22/137

7. Ease of doing business ranking6 24/190

8. S&P rating7 A-

9. Internet penetration rate1 78.39%

10. Average annual household expenditure per capita1 US$5,870

Primary Statistics 2017

8.7%

37%

54.4%

Sales

88

GDP by Sector3

Services Industry Agriculture

15.1

11.3
13.5

FDI Net Inflow: 
US$ billion1

GDP Growth Rate2

Finance
• Malaysia strives to be a leading global hub for Islamic finance, with strong systems and a robust business-driven regulatory 

regime and framework
• Malaysia has well-developed banking infrastructure and provides expansion opportunities for global players

Halal Foods

• Malaysia presents itself as a global hub for Halal food production, ingredients, cosmetics and personal care products
• The global halal market has an estimated value of US$ 150bn and Malaysia has an annual halal export of US$8.3bn, 

estimated to reach US$ 11bn in 2020
• Notable MNCs with investments in Malaysia’s halal market include Nestle, Cargill and Unilever

Information 
Technology

• Malaysia is among the top Asian ICT market; the digital economy is expected to contribute 20% to Malaysia’s GDP by 2020, 
up from 18% in 2015.

• The government has announced the world's first Digital Free Trade Zone in March 2017 to capitalise on the growth of cross-
border e-commerce activities. 

Infrastructure and 
Engineering

• The government plans to invest USD58 billion on development between 2016 and 2020; from rail projects, highways to 
townships and urban developments.

Greater Kuala 
Lumpur 
7.4mn

Key Economic Indicators

31.19 mn

US$1: 4.09 Malaysian Ringgit 

Population

Currency exchange 
rate (on 1st Dec, 2017)

Prime Minister- Najib Razak
Next election before August 2018

Head of Government

Major trade agreements

• ASEAN

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions

2011 2013 2015 2016

• ASEAN-China/India/Japan/Korea/ANZ

9.9



• Companies are generally taxed at 24% on income accruing in or derived from Malaysia 

• Incentives cover various industries; regional hubs, group treasury, green technology, automotive, manufacturing and R&D

• Application for Advanced Pricing Arrangement can be made to the tax authorities 

• Indicative adoption of the OECD’s BEPS initiatives includes the Transfer Pricing Documentation and Country-by-Country 
Reporting under Action 13. 
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Withholding taxes
Key rates Technical Fees Interest Royalties
1. Non-treaty 10% 15% 10%
2. Treaty rate – Netherlands 8% 10% 8%
3. Treaty rate – Japan 10% 10% 10%
4. Treaty rate – Hong Kong 5% 10% 8%
5. Treaty rate – Germany 7% 10% 7%

Other key tax drivers 

1. Capital gains tax (“CGT”)

• A limited form of CGT, i.e. the Real Property Gains Tax (“RPGT”) is imposed only on capital gains from the 
disposal of real property and shares in real property companies (“RPC”). RPC is essentially a private company 
with substantial assets in real property (>75%). RPGT rates for companies are:
- Disposal within 3 years from acquisition – 30%
- Disposal in the 4th year of acquisition – 20%
- Disposal in the 5th year of acquisition – 15%
- Disposal after the 5th year of acquisition – 5%

2. Thin capitalization rules
• Interest expense relating to financial assistance from associated persons that is excessive does not qualify for 

deduction. The implementation of this rule since its introduction has been deferred to 1 January 2018. 

3.
General anti-avoidance 
rules (GAAR)

• The tax authorities are empowered under the tax legislation with wide general powers to combat tax avoidance 
by disregarding such transactions and to re-compute the tax liability which would have otherwise been payable. 

4.
Controlled foreign 
corporation (CFC) rules

• There are no CFC rules in Malaysia.

Corporate tax
Key tax principles
1. Headline Tax Rate • 24%

2. Basis of tax
• Territorial, i.e. income accruing in/derived from Malaysia
• Worldwide income for business of air/sea transport, banking or insurance

3. Tax on branch income • Branch income is subject to corporate tax as companies

4. 
Permanent 
establishments (“PE”)

• Scope of PE in Malaysian tax treaties are generally based on the OECD Model Tax Convention where fixed 
place of business through which an enterprise carries out its activities would constitute a PE. Such place 
includes a place of management, branch, construction site, etc. including non-independent agents who 
habitually concludes contracts in Malaysia on behalf of an enterprise. The scope of PE may also include a 
“service PE” based on the UN Model Convention where a PE includes the furnishing of services such as 
consultancy services for specified periods.

5. Tax residence • A company is tax resident if the management and control of its affairs are exercised in Malaysia 
6. Transfer pricing rules • Based on the arm’s length principle under the OECD TP Guidelines

Indirect taxes/other taxes

1. GST
• Chargeable on all taxable goods and services made in the course of furtherance of a business in Malaysia by a 

taxable person. The standard GST rate is 6%.

2. Import duty
• Generally levied on an ad-valorem basis ranging from 2% to 60%. Raw materials, machinery, foodstuffs & 

pharmaceuticals are generally non-dutiable or subject to lower rates

3. Stamp duty

• Payable by the buyer/transferee, on chargeable instruments such as:
- Sale/transfer of properties (excl. stock, shares): 1%-3%
- Sale/transfer of stock, shares, marketable securities: 0.3%
- Service/loan agreements: 0.5%

Tax Overview

Individual income tax
Chargeable Income (MYR) Rate Amount to be deducted to compute tax on resp. bracket 

From To

0 100,000 0-21% 11,900
100,001 250,000 24% 36,000
250,001 400,000 24.5 36,750
400,001 600,000 25% 50,000
600,001 1,000,000 26% 104,000
1,000,001 beyond 28%
Responsibility to withhold payroll taxes: 
employer

Employer or deemed 

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Myanmar

• The liberalisation of the previously isolated economy 
has created high growth potential due to the 
underdeveloped nature of the market, a large 
population and significant resource wealth

• The removal of longstanding international sanctions 
has boosted GDP growth and increased investment 
into the country

• Myanmar has underdeveloped hydrocarbon, mining 
and infrastructure sectors that could offer significant 
opportunities for foreign investors

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8

90 | Growth markets insights | PwC

Key Economic Indicators

Business Overview8

1. GDP per capita4 US$1,269

2. GDP (Nominal) in billions4 US$66.32

3. Population between 15-543 61.27%

4. Unemployment rate3 3.3%

5. WEF Institutional capability ranking5 n/a

6. WEF Infrastructure efficiency ranking5 n/a

7. Ease of doing business ranking6 170/190

8. S&P rating7 n/a

9. Internet penetration rate1 21.8%

10. Average annual household expenditure per capita1 n/a

Infrastructure

• Recently, the Asian Development Bank announced low-interest loans amounting to US$ 1.75 billion, to aid 
Myanmar’s development particularly in infrastructure

• Myanmar’s transportation sector is also highly underdeveloped, however foreign investment and 
government efforts are focused on improving connectivity

• From 2017-20, the construction sector will have an average annual growth rate of 13.5%

Energy

• Power generation in Myanmar is expected to grow at an average of 8% per year from 2017-25
• Myanmar is actively attempting to diversify its power generation sources and is encouraging private 

investment in gas, hydropower and coal power plants
• A large portion of the Burmese population remain without power, creating high domestic demand for 

increased electrification

Telecommunication 
Services

• Myanmar is one of the world’s fastest growing mobile markets, with a projected 47% increase in subscribers 
from 2015-20

• Growth is estimated to come from rural regions, primarily within the prepaid segment of the mobile market

Primary Statistics 2017

GDP Growth Rate2

26.3%

27.5%

46.2%

Sales

GDP by Sector3

Services Industry Agriculture

2.5 2.3

4.1

FDI Net Inflow: 
US$ billion1

Yangon
4.8mn

Naypyidaw
1.0mn

52.9 mn

US$1: 1362 Myanmar Kyat

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Htin Kyaw
Next election in November 2020

Head of Government

Major trade agreements

• ASEAN-ANZ • ASEAN

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Resident companies are taxed on a worldwide basis with the exception of companies registered under the Myanmar Foreign Investment Law 
(“MFIL”). Non-resident companies are taxed on sources derived within Myanmar. 

• Corporate income tax in Myanmar is 25%. Companies registered under the MFIL are eligible for 5 year income tax holiday. 

• A Special Goods Tax Law was introduced in April 2016 to replace the commercial tax on a list of special goods that are imported and/or 
purchased from local producers/manufacturers. 
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Tax Overview

Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty 0% 1 0%/15% 15%/20%
2. Treaty rate – India 0% 1 10% 10%

3. 
Treaty rate – Republic 
of Korea

0% 1 10% 10%/15%

4. Treaty rate – Laos 0% 1 10% 10%
5. Treaty rate – Malaysia 0% 1 10% 10%
6. Treaty rate – Singapore 0% 1 8%/10% 10%/15%
7. Treaty rate – Thailand 0% 1 10% 5%/10%/15%

8.
Treaty rate – United 
Kingdom

0% 1 Not covered Exempt up to a reasonable amount

9. Treaty rate - Vietnam 0% 1 10% 10%

Other key tax drivers 

1. Capital gains tax
• Levied on gains from sale, exchange or transfer of capital asset at 10%. 
• Transfer of shares in an oil & gas company or interest in production sharing contracts – 40% - 50%

2. Stamp duty • Stamp duty is levied on various types of instruments required to be stamped under the Myanmar Stamp Act

3. Thin Capitalisation
• There are currently no thin capitalisation rules but the Myanmar Government may introduce a debt to equity 

ratio in the near future.

4.
Controlled foreign 
corporation 
(CFC) rules

• Myanmar tax law does not provide for rules on CFC’s. 

Corporate tax
Key tax principles
1. Headline Tax Rate • 25%

2. Basis of tax
• Resident companies are taxed on a worldwide basis. MFIL companies are treated as resident companies but are 

not taxed on foreign income. Non-resident companies are taxed on sources derived within Myanmar. 
3. Tax on branch income • 25% on income derived from sources in Myanmar 

4. Permanent establishments
• Currently no definition of a PE under the Income Tax Act; in current practice, authorities seek to collect taxes 

from a non-resident foreigner on its income received from Myanmar by way of a withholding tax (WHT) 
mechanism at the rate of 3.5%

5. Tax residence
• Resident companies are companies incorporated under the Myanmar Companies Act or any other existing law 

of Myanmar. 
6. Transfer pricing rules • There are currently no transfer pricing rules in Myanmar. 

Indirect taxes/other taxes
1. Commercial tax • Ranges from 0% - 8%, with the standard rate of 5%. 
2. Special goods tax • Ranges from 5% - 120% on a list of 16 special goods, e.g. alcoholic beverages and cigarettes. 

3. Customs duties
• Payable according to the tariff schedule based on the assessed value at rates ranging 

from 0% - 40%. 

Individual income tax
Chargeable Income (local currency) Rate Amount to be deducted to compute tax on resp. bracket 
From To
1 2,000,000 0% 0
2,000,001 5,000,000 5% 5% of excess of MMK3,000,000
5,000,001 10,000,000 10% 10% of excess of MMK5,000,000 + MMK150,000
10,000,001 20,000,000 15% 15% in excess of MMK10,000,000 + MMK650,000
20,000,001 30,000,000 20% 20% in excess of MMK10,000,000 + MMK2,150,000
Above 30,000,001 25% 25% in excess of MMK30,000,000+ MMK4,150,000
Responsibility to withhold payroll taxes: Employer

1. There is no Myanmar withholding tax on dividends paid to non-resident foreigners
2. Withholding tax is applicable to both domestic and cross border payments
3. Payments made under contracts or agreements for procurements made within the country and services is subject to withholding tax at a rate of 

2% and 3.5% for payments to resident and non-residents respectively. 

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


6.1% 6.1%

6.9% 6.9% 6.9%
6.8%

2014 2015 2016e 2017f 2018f 2019f

2011 2013 2015

Philippines

• Strong GDP growth has been supported by significant 
infrastructure investment, a vibrant service sector and 
a booming manufacturing sector as well. The 
Philippines also has a young, growing population that 
is driving domestic consumption

• An increasing number of Filipinos have also sought 
job opportunities abroad, driving growth in the 
economy via remittances

• Rising domestic incomes and increases in bilateral 
trade are expected to further improve the economy 
and sustain growth

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research
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Key Economic Indicators

Business Overview8

1. GDP per capita4 US$2,924

2. GDP (Nominal) in billions4 US$304.70

3. Population between 15-543 56.03%

4. Unemployment rate3 6.6%

5. WEF Institutional capability ranking5 91/138

6. WEF Infrastructure efficiency ranking5 95/138

7. Ease of doing business ranking6 99/190

8. S&P rating4 BBB

9. Internet penetration rate1 40.7%

10. Average annual household expenditure per capita1 US$1,892

Real Estate
• Growth is primarily in commercial real estate, largely driven by strong demand and uptake from the 

BPO sector
• Currently domestic growth is expected to boost outsourcing despite a slowdown in global demand

IT/BPO

• Manila ranks 2nd among the top 100 outsourcing destinations, outranking Mumbai; Cebu City placed 8th in 
the same survey, ahead of cities in Poland and China 

• This is a result of having a dynamic, skilled workforce with low operating costs and a good command 
of English

• Outsourcing is expected to see growth particularly within e-commerce, as many of the large players are 
setting up support centres within Philippines

Non-Alcoholic 
Beverages

• The non-alcoholic beverage sector is projected to grow at a CAGR of 9.1% from 2017-2021. 
• The Filipino population display a strong liking for carbonated beverages and Filipinos are the largest 

consumer of soft drinks (on a per capita basis) in Asia. An increase in consumption of hot beverages is also 
expected going forward

Primary Statistics 2017

GDP Growth Rate2

9.7%

30.5%

59.8%

Sales

GDP by Sector3

Services Industry Agriculture

2.0

3.7

5.8

FDI Net Inflow: 
US$ billion1

Manila
13.0 mn

103.3 mn

US$1: 50.29 Philippine Peso

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Rodrigo Duterte
Next election in May 2022

Head of Government

Major trade agreements

• ASEAN-ANZ • ASEAN

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Domestic corporations are taxed at 30% regular corporate income tax (CIT) rate based on worldwide net income, or 2% minimum CIT rate based 
on worldwide gross income, whichever is higher

• There are tax incentives available (e.g., tax holidays/exemptions, tax credits, additional tax deductions and simplification of customs 
procedures) for certain types of business activities.

• Tax reform under discussion.
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Tax Overview

Withholding taxes
Key rates Dividend Interest Royalties

1. Non-treaty 30%/15%
30% in general
20% on foreign loans

30%

2. Treaty rate – Australia 15%/25% 10%/25% 15%/25%

3. Treaty rate – Austria 10%/25% 10%/15% 10%/15%

4. Treaty rate – Bahrain 10%/15% 10% 10/15%
5. Treaty rate – Bangladesh 10%/15% 15% 15%
6. Treaty rate – Belgium 10%/15% 10% 15%

Other key tax drivers 

1. Capital gains

• For shares of stock not traded through a local stock exchange, 5% for the first PHP100,000 of gains, and 10% in 
excess thereof. 

• For shares listed and traded in the local stock exchange, 0.5% stock transaction tax on the gross selling price, 
subject to conditions on minimum public ownership.

2. Thin capitalization rules • No general thin capitalization rules

3.
General anti-avoidance 
rules (GAAR)

• No general anti-avoidance rules. However, the Philippine Tax Code provides for penalties for any violations 
with Philippine tax laws and regulations, including tax evasion. 

4.
Controlled foreign 
corporation (CFC) rules

• No CFC rules 

Corporate tax
Key tax principles
1. Headline Tax Rate • 30%

2. Basis of tax
• Worldwide net income for domestic corporations; Only Philippine sourced income for foreign corporations. 

For resident foreign corporation on its net income while for non-resident foreign corporation on its 
gross income

3. Tax on branch income • Same as on corporate profits; Profits remitted abroad by a branch office are generally subject to a 15% tax rate.

4. Permanent establishments
• Interpretations of treaties generally follow OECD-based guidelines. 
• Generally, corporations deemed as PE when services are performed in the Philippines for a specified period 

of time

5. Tax residence
• Domestic corporations created and organised under Philippines laws. Resident foreign corporation engaged in 

trade or business in the Philippines

6. Transfer pricing rules
• Adequate documentation supporting transfer prices must be kept to defend transfer pricing analysis, and 

mitigate risk of transfer pricing adjustments. 

Indirect taxes/other taxes
1. VAT • Uniform rate of 12% although certain transactions are exempted/zero-rated

2. Excise duty
• Payable at varying rates on alcohol, tobacco, petroleum, mineral and automobile products, with non-essential 

goods taxed at 20% of wholesale price or value of importations

3. Customs duty
• Adopts WTO Valuation Agreement where the declared invoice price is used as the basis for determining 

customs duties.
• The Philippines retains high tariffs (20%-50%) on sensitive agricultural goods.

Individual income tax

Chargeable Income (PHP) Tax payable

Not over P250,000 0%

Over P250,000 but not over P400,000 20% of the excess over P250,000

Over P400,000 but not over P800,000 P30,000 + 25% of the excess over P400,000

Over P800,000 but not over P2,000,000 P130,000 + 30% of the excess over P800,000

Over P2,000,000 but not over P8,000,000 P490,000 + 32% of the excess over P2,000,000

Over P8000,000 P2,410,000 + 35% of the excess over P8,000,000

Responsibility to withhold payroll taxes: Employer

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


5.0% 4.8%

4.4%

5.0%

5.1%
5.1%

2014 2015 2016e 2017f 2018f 2019f

2011 2013 2015

Sri Lanka

• Sri Lanka’s strategic geographic location along key 
maritime trade routes and investment into port 
infrastructure has facilitated efficient trade flows and 
lowered costs of shipping.

• There has been an increased government focus on 
boosting infrastructure investment and attracting FDI 
from countries like India and China.

• A growing tourism sector and exports of textiles, teas, 
rubber and coconut will continue to constitute a 
pivotal segment of the economy.

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund World Economic Outlook (April 2017 estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The World Bank (2017) 
7. Standard and Poor Rankings [as of June 2017], 8. BMI Research
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GDP Growth Rate2

8.2%

30.6%

62.6%

Sales

GDP by Sector3

Services Industry Agriculture

1.0 0.9

0.7

FDI Net Inflow: 
US$ billion1

Colombo
2.4mn

Tourism

• Tourism contributed to 11.4% of Sri Lanka’s GDP in 2016, and the government aims to increase the number 
of tourist arrivals to 4mn by 2020. 

• The hotel sector lacks mid-range hotels, than can cater to tourists that view Sri Lanka a low-cost destination.
• As areas around the coastline develop, there will be further opportunities for investment in 

tourism-related amenities.

Infrastructure

• The construction sector is expected to grow a CAGR of 11.91% from 2016-2025, due to renewed political 
stability and substantial overseas investment from India and China.

• Government efforts are aimed towards improving transportation infrastructure through the Island, with 
some of the proposed projects focused on developing Sri Lanka’s ports.

IT/BPO
• There has been rapid improvement in the investment climate for BPO industries, with the government re-

affirming its commitment to developing and supporting foreign IT/BPO investments.

1. GDP per capita4 US$3,888

2. GDP (Nominal) in billions4 US$82.62

3. Population between 15-543 56.21%

4. Unemployment rate3 4.5%

5. WEF Institutional capability ranking5 57/138

6. WEF Infrastructure efficiency ranking5 73/138

7. Ease of doing business ranking6 110/190

8. S&P rating7 B+

9. Internet penetration rate1 30.0%

10. Average annual household expenditure per capita1 US$2,525

21.4 mn

US$1: 153.65 Sri Lankan Rupee

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Maithripala Sirisena
Next election in January 2020

Head of Government

Major trade agreements

• APTA

• SAFTA

• GSTP

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Resident persons including companies are taxed on worldwide income and non resident persons are taxed on the income derived only from 
Sri Lanka. 

• The standard corporate income tax rate is 28%, where certain specified industries are taxed at 10%, 12% and 40%.

• Tax free allowance - any citizen of Sri Lanka (whether resident or not) is entitled to deduct Rs.500,000 as tax free allowance

• Qualifying payments - an allowance from employment income of an individual ( resident and citizen) , up to the lower value of excess of 
employment income over Rs.500,000/= or Rs.250,000/= and for non-residents and non -citizens of Sri Lanka such part of official emoluments 
arising in Sri Lanka which does not exceed Rs.250, 000.
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Tax Overview

Withholding taxes
Key rates Dividend Interest Royalties
1. Non-treaty 0%/10% 0%/10%/20% 20%
2. Treaty rate – India 7.5% 10% 10%
3. Treaty rate – Pakistan 15% 10% 20%
4. Treaty rate – Singapore 15% 10% 15%
5. Treaty rate – China 10% 10% 10%

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• Profit from sale of listed shares is exempt. Profit from sale of unlisted shares is currently exempt, however, 
there is a proposal to impose capital gains tax at 10% w.e.f. 1 April 2018.

2. Thin capitalization rules
• 3:1 debt/equity ratio applies to manufacturers;
• 4:1 debt/equity ratio applies to service providers;
• applies only to loans between holding company and subsidiaries

3.
General anti-avoidance 
rules (GAAR)

• Provision is available to assess fraud or wilful evasion 

Corporate tax
Key tax principles

1. Headline Tax Rate

• Standard corporate Income Tax (CIT) rate is 28%, except for certain specified industries as given below: 
- Educational services, supply of labour: 10%
- SME, exporters, tourism, construction, healthcare: 12%
- Agriculture 10/12%, IT Services 0/10/28%
- Liquor, tobacco, lottery and betting & gaming: 40%;

2. Basis of tax
• Worldwide income for resident companies and; non-resident companies are liable for CIT on their Sri Lanka-

source taxable income

3. Tax on branch income
• In addition to paying standard CIT, a branch is also subject to the 10% remittance tax on remittance of its after 

tax profits to its foreign head office.
4. Permanent establishments • PE is only a treaty concept in Sri Lanka.

5. Tax residence
• Treated as resident if its registered/principal office is in Sri Lanka or if the control and management of its 

business is exercised in Sri Lanka.

6. Transfer pricing rules
• Adequate documentation supporting their transfer prices to defend transfer pricing analysis, mitigating risk of 

transfer pricing adjustments, must be kept.

Indirect taxes/other taxes
1. VAT • Standard rate of 15%; exports and certain international services are zero-rated

2. Special Commodity Levy
• Imposed on certain commodity items at the rate specified by the Ministry of Finance by order published in the 

gazette at the point of importation of such commodities.

3. Customs duty
• Adopts WTO rules on customs valuations. Sri Lanka adopts simplified three-tier tariff structure, current rates 

are 0%, 15% and 30%.

Individual income tax
Chargeable Income (LKR) Rate Amount to be deducted to compute tax on resp. bracket 
From To
0 500,000 4% 20,000 Cumulative tax on the taxable income equal to the higher of 

the range (LKR)
500,001 1,000,000 8% 60,000* Cumulative tax on the taxable income equal to the higher of 

the range (LKR
1,000,001 1,500,000 12% 120,000* Cumulative tax on the taxable income equal to the higher 

of the range (LKR)
1,500,001 2,000,000 16% 200,000* Cumulative tax on the taxable income equal to the higher 

of the range (LKR
2,000,001 3,000,000 20% 400,000* Cumulative tax on the taxable income equal to the higher 

of the range (LKR
3,000,001 and above 24%
Responsibility to withhold payroll taxes: Employer

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


2011 2013 2015
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1.9% 2.0%
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Taiwan

• Taiwan is an important hub for regional and global 
trade and investment, especially in the high-tech 
industry, and a vital gateway to emerging Asian 
markets and China in particular. 

• Taiwan’s high number of exports, particularly in 
technology, has created a favorable balance of trade 
and a large foreign exchange reserve (over US$ 
400 billion)

• Its key competitive advantages include high 
industrial cluster development, a well-educated 
workforce, relatively low corporate tax and a 
developed legal system

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research
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Business Overview8 Primary Statistics 2017

GDP Growth Rate4

1.8%

36.1%

62.1%

Sales

GDP by Sector3

Services Industry Agriculture

-1.9

3.6

2.4

FDI Net Inflow: 
US$ billion1*

Medical Devices

• Taiwan’s ageing population and well developed health system are expected to drive spending on healthcare
• From 2015-20, the medical device market in Taiwan is projected to have a CAGR of 6.4% with expenditure 

predicted to rise to US$ 2.5bn by 2020
• Taiwan is a major exporter of wheelchairs, hearing aids, pacemakers and consumables, but is still reliant on 

imports for more high-tech devices 
• A strengthening of economic and trade ties with ASEAN will allow for increased exports of Taiwan’s medical 

devices to countries with an increasing demand for high quality medical care 

Retail

• Economic recovery and rising sales of mobile phones are expected to create long-term growth in the highly-
developed Taiwanese retail market

• Household goods are projected to see the highest growth especially within electronics, as tech-savvy 
Taiwanese consumers purchase more digital devices such as tablets and smartphones

• International fashion brands such as Zara and H&M have also been rapidly expanding into the Taiwanese 
market, indicating high potential

1. GDP per capita4 US$22,453

2. GDP (Nominal) in billions4 US$528.55

3. Population between 15-543 59.91%

4. Unemployment rate3 3.9%

5. WEF Institutional capability ranking5 30/138

6. WEF Infrastructure efficiency ranking5 13/138

7. Ease of doing business ranking6 11/190

8. S&P rating7 AA-

9. Internet penetration rate1 n/a

10. Average annual household expenditure per capita1 US$ 8,275.8

Kaohsiung
1.52 mn

Taipei City
2.7 mn

23.5 mn

US$1: 30.04 New Taiwan Dollar

Population

Currency exchange 
rate (on 1st Dec, 2017)

President- Tsai Ing-wen
Next election in January 2020

Head of Government

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Taiwan companies are taxed on worldwide income at 17% for CIT purpose, and surtax on current year undistributed earnings at 10%.

• Standard withholding tax rate at 20% on certain cross-border payments, with reduced treaty rates available.

• The current proposed tax reform incudes an increase in the CIT rate to 20%; a decrease of the surtax rate to 5%; and an increase in the dividend 
withholding tax rate to 21%.  The tax reform is expected to take effect beginning from 2018 if passed by Legislative Yuan.

• Anti-tax avoidance CFC and PEM rules passed third reading by Legislative Yuan but the implementation date is not determined yet. 
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Tax Overview

Withholding taxes (for non-Taiwan tax resident)
Key rates Dividend Interest Royalties

1. Non-treaty 20% 15% /20%
20%
0% if royalty tax exempt application 
is approved.

2. Treaty rate – Australia 10%/15% 10% 12.5%

3. Treaty rate – Switzerland 10%/15% 10% 10%

4. Treaty rate – Thailand 5%/10%
10% (loan by financial 
institution)
15%

10%

5. Treaty rate - Singapore
Tax burden if not to exceed 40% of 
total profits of the company

N/A 15%

Other key tax drivers 

1.
Capital gains on share 
sales/transfers

• Tax exempted if shares are bank certified (subject to other conditions).

2. Thin capitalization rules • Tax deductible interest expense on intercompany loans is capped at a debt-to-equity ratio of 3:1. 

3.
General anti-avoidance 
rules (GAAR)

• The tax authority acknowledges that the constituent elements and facts of the tax assessment shall be based on 
actual economic relationships and their related interests.

4.
Controlled foreign 
corporation (CFC) rules

• Domestic profit-seeking enterprises are required to report CFC income based on their shareholding percentage.

5.
Place of Effective 
Management (PEM)rules

• Foreign profit-seeking enterprise fulfilling PEM criteria should be viewed as Taiwan profit-seeking enterprises, 
and shall be subject to CIT, alternative minimum tax, profit retention tax, and withholding 
tax obligations.

Corporate tax
Key tax principles
1. Headline Tax Rate • Corporate Income Tax (CIT) rate is 17%

2. Basis of tax
• Worldwide income for resident companies; non-resident companies are taxed on income derived from 

Taiwan sources

3. Tax on branch income
• Non-resident companies with non-Taiwan head office must keep separate books for its branch in Taiwan. A 

Taiwan branch should complete an annual CIT return
4. Permanent establishments • PE definition is provided in double tax agreements signed with Taiwan
5. Tax residence • Resident for CIT purposes if the company is incorporated in Taiwan

6. Transfer pricing rules

• Criteria for applying for advanced pricing agreement (APA) are as follows:
- Total amount of controlled transaction covered under the APA is at least TWD500 million or annual 

transaction amount exceeds TWD200 million.
- There has been no significant act of tax evasion in the past 3 years
- Required documentation for APA application has been well prepared and other criteria set by MOF 

are satisfied

Indirect taxes/other taxes
1. VAT • 5% rate applicable to general industries

2. 
Gross Business Receipts 
tax (GBRT)

• GBRT is applicable to specific industries (e.g. financial institutions, small businesses). GBRT rate is generally 
set at 2% for financial service industry, other than bank and insurance companies, which is set at 5%.

3. Commodity tax
• Tax rates vary from 8% to 30% and are applicable to different types of commodities based on the value of the 

goods or its volume in specific circumstances

Individual income tax (for 2017)
Chargeable Income (local currency) Tax rate (%) Less progressive difference
From To

0 540,000 5% -
540,001 1,210,000 12% 37,800
1,210,001 2,420,000 20% 134,600
2,420,001 4,530,000 30% 376,600
4,530,001 10,310,000 40% 829,600
10,310,001 and above 45% 1,345,100
Responsibility to withhold payroll taxes: Employer

Note: The maximum individual income tax rate will be reduced from 45% to 40% under the proposed tax reform. 

Note: The above list may not be exhaustive

Note: CFC and PEM rules have not implemented yet.

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


2011 2013 2015

0.8%

2.9% 3.2% 3.2% 3.3%
3.4%

2014 2015 2016e 2017f 2018f 2019f

Thailand

• Thailand is one of Asia’s most attractive investment 
destinations, due to tax incentives and laws that allow 
foreign investors to participate in a number of 
business initiatives

• Uncertainty following the setup of the military 
government and the death of the Thai King Bhumibol
Adulyadej is now subsiding and growth is expected to 
recover, in addition to the passing of the constitution 
referendum vote in 2016

• The Thai Baht is projected to appreciate and 
investments in Thailand’s financial institutions are 
expected to remain strong

• Governmental spending is expected to increase 
significantly in 2017 and this will likely boost 
the economy

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. National Statistic Office 4. International Monetary 
Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The World Bank 
(2017) 7. Standard and Poor Rankings [as of June 2017] 8. BMI Research 9. Office of the National Broadcasting and Telecommunication
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Business Overview8 Primary Statistics 2017

GDP Growth Rate2

8.9%

35.9%

55.3%

Sales

GDP by Sector3

Services Industry Agriculture

2.5

15.9

9.0

FDI Net Inflow: 
US$ billion1

Food

• Thailand’s agricultural sector is projected to rebound following a disappointing year due to 
weather problems

• Thailand’s fertile soils along with increasing demand within ASEAN is expected to make them one of the 
most important agricultural producers in the region

• Despite government efforts to curb oversupply of rice, Thailand is likely to remain a leading rice exporter

Medical Devices

• The medical device market in Thailand is the 8th largest in APAC, and also the fastest growing. The sector is 
on track to maintain a CAGR of 7.6% from 2015-2020

• Rising spend on healthcare driven by Thailand’s universal healthcare system as well as growing medical 
tourism is projected to create significant demand in the coming years

Tourism
• The Thai tourism industry is expected to continue its robust growth and maintain Thailand’s status as a 

leading global tourist destination 
• The number of international tourists is projected to increase from 54.7 mn in 2016 to 72.96 mn in 2020 

1. GDP per capita4 US$5,899

2. GDP (Nominal) in billions4 US$406.95

3. Population between 15-543 60.97%

4. Unemployment rate3 1.1%

5. WEF Institutional capability ranking5 84/138

6. WEF Infrastructure efficiency ranking5 49/138

7. Ease of doing business ranking6 46/190

8. S&P rating7 BBB+

9. Internet penetration rate9 65%

10. Average annual household expenditure per capita1 US$2,946

Bangkok
8.5 mn

68.9 mn

US$1: 32.61 Thai Baht

Population

Currency exchange 
rate (on 1st Dec, 2017)

Prime Minister- Prayut Chan-o-
Cha 
Next election expected before 
February 2019

Head of Government

Major trade agreements

• ASEAN-ANZ • ASEAN

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• Standard VAT rate is 10% but the rate is reduced to 7% until 30 September 2016.

• It is proposed that the range of net income subject to the progressive personal income tax rates will be expanded from the 2017 tax year. 
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Tax Overview

Withholding taxes
Key rates Dividend Interest Royalties

1. Non-treaty 10% 15% 15%

2. 
Treaty rate –
Japan

10% 0%/10%/15% 15%

3. 
Treaty rate –
Singapore

10% 10%/15% 5%/8%/10%

4. 
Treaty rate –
The Netherlands

10% 10%/15% 5%/15%

5. 
Treaty rate –
The United States

10% 10%/15% 5%/8%/15%

Other key tax drivers 

1. Capital gains
• 15% tax withheld at source by purchaser on gains derived from or in Thailand by a foreign company not 

carrying on business in Thailand, unless otherwise exempt under a double tax treaty 

2. Thin capitalization rules
• There are no thin capitalisation rules. However, as part of the conditions for granting tax incentives to certain 

businesses, a specified debt-to-equity ratio may be required.

3.
General anti-avoidance 
rules (GAAR)

• There are no tax provisions in respect of general anti-avoidance rules. 

4.
Controlled foreign 
corporation (CFC) rules

• There are no tax provisions in respect of CFCs.

5. Losses
• Net losses may be carried forward for five accounting periods for offset against future profits from all sources. 

There is no provision for loss carry-back.

Corporate tax
Key tax principles
1. Headline Tax Rate • The corporate income tax rate is 20% 

2. Basis of tax
• Companies incorporated under the laws of Thailand are taxed on a worldwide income basis. Companies 

incorporated under a foreign law and carrying on business in Thailand (e.g. a branch) are taxed on profits 
earned in Thailand.

3. Tax on branch income
• Branches of foreign corporations are subject to tax on locally-earned profits only and an additional 10% tax is 

applied to branch profits remitted to a foreign head office.
4. Permanent establishments • According to specific tax treaties
5. Tax residence • Corporate residence is determined by the place of incorporation.

6. Transfer pricing rules
• Thailand will soon introduce specific transfer pricing provisions into the income tax law. At present, related 

party transactions are governed under the general provisions of the tax law, which require companies to 
transact on an arm’s length basis as well as to follow the transfer pricing guidelines.

Indirect taxes/other taxes

1. VAT
• 10% standard rate on the sale of goods and provision of services, but the rate is currently reduced to 7% until 

30 September 2017.

2. Customs duty
• Levied on a specific or an ad valorem basis, whichever is higher; ad valorem duties range from 0% to 80%. 

Thailand also implements the WTO Valuation Agreement.

3. Stamp duty
• Levied on 28 different types of documents and instruments. Rates of stamp duty vary depending on the type of 

document but range from Baht 1 per Baht 1,000 of value on most contracts and agreements.

Individual income tax
Chargeable Income (THB) Fixed Tax Tax on excess (%)
From To
0 150,000 Exempt 5
150,001 300,000 5 10
300,001 500,000 10 15
500,001 750,000 15 20
750,001 1,000,000 20 25
1,000,001 2,000,000 25 30
2,000,001 5,000,000 30 32
Over 5,000,000 35
Responsibility to withhold payroll taxes: Employer

*From the 2017 tax year, it is proposed that the amounts of allowances and deductions will increase and the range of net income subject to the 
progressive personal income tax rates will be expanded, which will result in a decrease in the personal income tax liability.

Note: The above list may not be exhaustive. Thailand currently has double tax treaties with 60 countries.

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries
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Vietnam

• Market liberalisation, low wages and a skilled 
workforce has attracted foreign players to invest in 
Vietnam—one of the fastest growing countries in Asia

• The removal of certain trade barriers has made market 
entry easier and helped the growing industrial sector. 
In addition, rising domestic demand is projected to 
boost growth within the services sector

• Government efforts to consolidate high-levels of debt 
along with the privatisation of a number of state-
owned entities is also expected to increase investor 
confidence in the economy

Sources: 1. World Bank Data (2011-2015) 2. World Bank Global Economic Prospects (June 2017 forecasts), 3. CIA Factbook (as of January 2017), 4. International 
Monetary Fund; World Economic Prospects (GDP indicators for 2016-Estimates), 5. WEF 2016 Global Competitiveness Ranking 2016-2017, 6. Doing Business, The 
World Bank (2017) 7. Standard and Poor Rankings [as of June 2017], 8.BMI Research

Sector Attractiveness8
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Business Overview8 Primary Statistics 2017

GDP Growth Rate2

17.0%

39.0%

44.0%

Sales

GDP by Sector3

Services Industry Agriculture

7.4
8.9

11.8

FDI Net Inflow: 
US$ billion1

Energy and Utilities 
• Vietnamese energy consumption is projected to grow at a rate of 7.1% from 2017-25, and in order to meet 

demand the government is heavily investing in coal power plants. In addition to coal, Vietnam is starting to 
invest in renewable energy as well.

Pharmaceuticals 
and Healthcare

• Rising wages and increased government efforts to increase healthcare infrastructure is 
generating opportunities

• The government is attempting to enact reforms that will increase foreign participation in the 
pharmaceuticals sector, which is projected to grow at a CAGR of 10.3% from 2015-2025; the central 
government is also actively promoting PPP to continue improve quality of care

Retail and 
Consumer

• Double digit growth in the retail and consumer sector will be driven by rapid urbanisation, high disposable 
incomes and the emergence of a middle class in the short term

• The Vietnamese retail market contains minimal barriers for foreign investors, and a high growth potential 
can create opportunities for global brands

1. GDP per capita4 US$2,173

2. GDP (Nominal) in billions4 US$201.37

3. Population between 15-543 56.41%

4. Unemployment rate3 3.7%

5. WEF Institutional capability ranking5 82/138

6. WEF Infrastructure efficiency ranking5 79/138

7. Ease of doing business ranking6 82/190

8. S&P rating7 BB-

9. Internet penetration rate9 52.7%

10. Average annual household expenditure per capita1 US$1,121

Hanoi
3.7 mn

Ho Chi Minh
7.3 mn

2011 2013 2015

Key Economic Indicators

92.7 mn

US$1: 22,706 Vietnamese Dong

Population

Currency exchange 
rate (on 1st Dec, 2017)

General Secretary- Nguyen Phu
Trong
Next election in January 2021

Head of Government

Major trade agreements

• ASEAN-ANZ • ASEAN

Note: ‘Major trade agreements’ only highlights select multilateral treaties, excluding bilateral treaties and treaties between individual states and multilateral  unions



• All tax are imposed at national level. There are no local, state or provincial taxes.

• Tax regulations are unclear thus guiding tax rulings are frequently issued. It is always prudent to check the latest position.

• Entities incorporated in Vietnam are taxed on worldwide income at standard rate of 20%. Tax incentives are available based on 
prescribed criteria.
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Tax Overview

Withholding taxes
Key rates Dividend Interest Royalties

1. Non-treaty 0% 5% 10%

2. Treaty rate – Singapore 5%/7%/12.5% 10% 5%/10%

3. Treaty rate – Japan 10% 10% 10%

4. Treaty rate – Netherlands 5%/10%/15% 10% 5%/10%/15%

5. Treaty rate – Australia 10% 10% 10%

Other key tax drivers 

1. Capital gains tax

• Transfer of interest in a company: 20% of the gain. The tax authorities have recently sought to tax gains on 
indirect transfers.

• Transfer of securities by entities incorporated in Vietnam: 20% of the gain
• Transfer of securities by foreign entities: 0.1% of the total sales proceeds

2. Thin capitalization rules
• No tax rules, but the maximum level of debt is the difference between the registered investment capital and 

charter capital (equity)

3.
General anti-avoidance
rules (GAAR)

• The tax authorities have the ability to redetermine the value of a transaction if it does not reflect a market price.
• Anti-avoidance rules apply in relation to accessing double tax treaty benefits

4.
Controlled foreign 
corporation (CFC) rules

• Vietnam does not have CFC rules.

Corporate tax
Key tax principles

1. Headline Tax Rate

• Standard corporate income tax (CIT) rate from 2016 tax year is 20%. Lower CIT (comprising tax exemption 
and reduction) rates and CIT holidays are available for incentivised projects.

• Oil & gas enterprises are subject to CIT rates of32% to 50%
• Mining enterprises are subject to CIT rates of 40% to 50%

2. Basis of tax • Entities incorporated in Vietnam are taxed on a worldwide basis.
3. Tax on branch income • Branches of foreign entities are subject to the same CIT regime as entities incorporated in Vietnam.

4. Permanent establishments
• Defined as a fixed place of business through which a foreign enterprise carries out part or the whole of its 

business or production activities in Vietnam.
5. Tax residence • No concept of tax residency exists for CIT; entities established under Vietnam law are subject to CIT. 

6. Transfer pricing rules
• OECD-principle approach but with local variations.
• Contemporaneous documentation must be maintained and an annual declaration of related-party transactions 

must be filed.

Indirect taxes/other taxes
1. VAT • Standard 10% rate applies to goods or services not specified as exempt or subject to the 0% or 5% rate.

2. Customs duty • Classified into 3 categories: ordinary rates, preferential rates, special preferential rates.

3. Special sales tax (SST)
• A form of excise tax applied to selected good and services such as alcohol, imported automobiles, boats, 

petroleum, cigarettes, casino, golf. SST rates range from 7% to 75%

Individual income tax
Monthly taxable employment income 
(million VND*)

Rate Amount to be deducted to compute tax on resp. bracket 
(mn Vietnamese dong)

From To
0 5 5% 0
5 10 10% 0.25
10 18 15% 0.75
18 32 20% 1.65
32 52 25% 3.25
52 80 30% 5.85
More than 80 35% 9.85
Responsibility to withhold payroll taxes: Employer

*Vietnamese Dong

Note: The above list may not be exhaustive

Source: PwC's Worldwide Tax Summaries (www.pwc.com/taxsummaries)

http://www.pwc.com/taxsummaries


Major multilateral trade agreements*
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Trade
Agreement

Acronym Participants

Andean Community CAN Bolivia, Colombia, Ecuador, Peru

ASEAN Free-Trade 
Area 

ASEAN
Brunei, Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar, Philippines, Singapore, 
Thailand, Vietnam

ASEAN-Australia-
New Zealand Free 
Trade Agreement

ASEAN-ANZ
Australia, New Zealand, Brunei, Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar, 
Philippines, Singapore, Thailand, Vietnam

Asia-Pacific Trade 
Agreement

APTA Bangladesh, China, Lao PDR, South Korea, India, Sri Lanka, Mongolia

Central American 
Common Market

CACM Belize, Costa Rica Dominican Republican, El Salvador, Honduras, Nicaragua, Panama

Caribbean 
Community 

CARICOM
Antigua & Barbuda, Bahamas, Barbados, Belize, Dominica, Grenada, Guyana, Haiti, 
Jamaica, Montserrat, Saint Kitts & Nevis, Saint Lucia, Saint Vincent and the Grenadines, 
Suriname, Trinidad & Tobago, 

Cariforum-EU 
economic agreement

CARIFORUM
-EU

Antigua & Barbuda, Bahamas, Barbados, Belize, Dominica, Grenada, Guyana, Haiti, 
Jamaica, Montserrat, Saint Kitts & Nevis, Saint Lucia, Saint Vincent and the Grenadines, 
Suriname, Trinidad & Tobago, Dominican Republic, EU Member States

Central European 
Free-Trade 
Agremeent

CEFTA Albania, Bosnia and Herzegovina, Macedonia, Moldova, Montengro, Serbia, Kosovo

Colombia- Northern 
Triangle FTA

-- Colombia, El Salvador, Guatemala, Honduras

Common Economic 
Zone

CEZ Belarus, Kazakhstan, Ukraine, Russia

Common Market for 
Eastern and Southern 
Africa (COMESA)

COMESA
Djibouti, Eritrea, Ethiopia, Egypt, Libya, Sudan, Comoros, Madagascar, Mauritius, 
Seychelles, Burundi, Kenya, Malawi, Rwanda, Uganda, Swaziland, Zambia, Zimbabwe, 
Democratic Republic of Congo

Commonwealth of 
Independent States 
Free Trade Area

CIS Russia, Ukraine, Belarus, Uzbekistan, Moldova, Armenia, Kyrgyzstan and Kazakhstan

Dominican Republic–
Central America Free 
Trade Agreement

CAFTA-DR United States, Dominican Republic, Costa Rica, El Salvador, Honduras, Nicaragua

East-African 
Community

EAC Kenya, Tanzania, Uganda, Burundi, Rwanda, South Sudan

Eastern and Southern 
Africa-European 
Union interim 
agreement

ESA-EU 
(Interim 

Agreement)
EU Member States, Madagascar, Mauritius, Seychelles, Zimbabwe

Economic and 
Monetary 
Community of 
Central Africa

CEMAC
Angola, Burundi, Cameroon, Central African Republic, Chad, Rep. of Congo, Equatorial 
Guinea, Gabon, Sao Tome and Principe, Rwanda 

Economic 
Community of West 
African States

ECOWAS
Benin, Burkina Faso, Cabo Verde, Cote D'Ivoire, The Gambia, Ghana, Guinea, Guinea 
Bissau, Liberia, Mali, Niger, Nigeria, Senegal, Sierra Leone, Togo 

Economic 
Cooperation 
Organization

ECO
Afghanistan, Azerbaijan, Iran, Kazakhstan, Kyrgyzstan, Pakistan, Tajikistan, Turkey, 
Turkmenistan, Uzbekistan

Source: World Trade Organisation

*Excludes bilateral treaties and treaties between individual states and multilateral  unions (i.e EU-Chile) 



Major multilateral trade agreements*

Trade
Agreement

Acronym Participants

Eurasian Economic 
Union

EAEU Armenia, Belarus, Kazakhstan, Kyrgyzstan, Russia

European Economic 
Area

EEA

Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland, 
France, Germany, Greece, Hungary, Iceland, Ireland, Italy, Latvia, Liechtenstein, 
Lithuania, Luxembourg, Malta, Netherlands, Norway, Poland, Portugal, Romania, 
Slovakia, Slovenia, Spain, Sweden, Switzerland, United Kingdom

European Free Trade 
Association

EFTA Norway, Switzerland, Leichtenstein, Iceland

European Union 
customs union

EU EU member states, Monaco, United Kingdom (tentative), Andorra, San Marino, Turkey

Global system of 
trade preferences 
among developing 
countries

GSTP

Algeria, Argentina, Bangladesh, Benin, Bolivia, Cameroon, Chile, Colombia, Cuba, DPR 
Korea, Ecuador, Egypt, Ghana, Guinea, Guyana, India, Indonesia, Iran, Iraq, Libya, 
Malaysia, Mexico, Morocco, Mozambique, Myanmar, Nicaragua, Nigeria, Pakistan, Peru, 
Philippines, Republic of Korea (South), Romania, Singapore, Sri Lanka, Sudan, Thailand, 
Trinidad and Tobago, Tunisia, Tanzania, Venezuela, Vietnam, Zimbabwe

Greater Arab Free 
Trade Area

GAFTA
Algeria, Bahrain, Egypt, Iraq, Jordan, Kuwait, Lebanon, Libya, Morrocco,Oman, 
Palestine, Qatar, Saudi Arabia, Sudan, Syria, Tunisia, United Arab Emirates, Yemen

GUAM Organization 
for Democracy and 
Economic 
Development

GUAM Georgia, Ukraine, Azerbaijan, Moldova

Gulf Cooperation 
Council

GCC Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, United Arab Emirates

Latin American 
integration 
association

LAIA
Argentina, Bolivia, Brazil, Chile, Colombia, Cuba, Ecuador, Mexico, Paraguay, Panama, 
Peru, Uruguay, Venezuela

Melanisan Spearhead 
Group

MSG Fiji, Papua New Guinea, Solomon Islands, Vanuatu,

Mercosur MERCOSUR Argentina, Brazil, Paraguay, Uruguay,

North American Free 
Trade Agreement 

NAFTA Canada, Mexico, United States

Pacific Island 
Countries Trade 
Agreement

PICTA
Cook Islands, Fiji, Kiribati, Nauru, Niue, Papua New Guinea, Samoa, Solomon Islands, 
Tonga, Tuvalu, Vanuatu

South African 
Customs Union

SACU Botswana, Lesotho, Namibia, South Africa, Swaziland

South African 
Development 
Community Free 
Trade Area

SADC
Botswana, Lesotho, Madagascar, Malawi, Mauritius, Mozambique, Namibia, South 
Africa, Swaziland, Tanzania, Zambia, Zimbabwe

South Asian Free 
Trade Area

SAFTA Afghanistan, Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan, Sri Lanka

South Pacific 
Regional Trade and 
Economic Co-
operation Agreement

SPARTECA
Australia, Cook Islands Fiji, Kiribati, Nauru, New Zealand, Niue, Papua New Guinea, 
Samoa, Solomon Islands, Tonga, Tuvalu

West African 
Economic and 
Monetary Union

WAEMU Benin, Burkina Faso, Cote D'iviore, Guinea-Bissau, Mali, Niger, Senegal, Togo
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Source: World Trade Organisation

*Excludes bilateral treaties and treaties between individual states and multilateral  unions (i.e EU-Chile) 
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