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[ Tax Deduction Tool] How Long Does It Take to Recoup Investment
in Tax-Deductible Annuities? How to Maximize Tax Deductions?

"Tax-deductible annuities” (Qualified Deferred Annuity Policies, QDAP) are
designed to help policyholders plan for retirement and increase cash flow, making
them popular among employees due to their tax benefits. With adjustments to the
salary tax deduction limits and many workers having completed their contributions to
annuities in 2019, there is a growing interest in reconsidering the "tax deduction tool"
and seeking new tax-deductible annuity policies this year to avoid missing out on tax
advantages. Consequently, discussions around tax-deductible annuities are heating up.

Many insurance companies have introduced attractive offers, extending premium
discounts for up to five years, allowing policyholders to enjoy discounts annually
during the contribution period. This not only accelerates the breakeven time for tax-
deductible annuities but also enhances the investment return rate.

The tax deduction limit for tax-deductible annuities is HKD 60,000, which can save
up to HKD 10,200 in taxes each year based on the highest salary tax rate of 17%.

Many employees purchase tax-deductible annuities primarily for tax savings and hope
for a quick return on investment. While some products in the market allow for
breakeven within five years, it is essential to recognize that tax-deductible annuities,
as retirement planning tools, have significant long-term income potential.
Policyholders should pay particular attention to the long-term performance of these
annuities until maturity.



