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Institutional background



Research background

▪ Research Question:

▪ What We Do:

1. Estimate the average effect of 3% additional transaction tax (SDLT) in 2016 on buy-to-let transaction price.

2. Conduct event study design to test whether there is evidence of differential pre-trend between treatment and

control group.

3. Analyze the mechanisms of the heterogeneity on property type and tenure, price change between other rental

property and owner-occupied transaction, rent movement and the market liquidity after announcement of 3%

additional SDLT.

What’s the effect of additional transaction tax on buy-to-let housing market?



Methodology

1. Difference-in-differences estimators of additional SDLT effects 

• 𝑃𝑟𝑖𝑐𝑒𝑖,𝑡: the individual housing transaction price in time 𝑡

• 𝑃𝑜𝑠𝑡𝑖,𝑡  : posttreatment indicator shows whether and when the transaction is treated.

• 𝛼: the parameter of interest, which represents the effect of additional SDLT on treated 

group. 

• The model includes group fixed effects (𝜔𝑔,𝑡), locational fixed effects (α𝑖) and time fixed 

effects (𝜆𝑡). Standard errors are clustered at both the year-month and district level



Methodology

2. Event study design

• 𝑃𝑟𝑖𝑐𝑒𝑖,𝑡: represents the transaction price for property 𝑖 in time 𝑡. 

• 𝑺𝑫𝑳𝑻𝒎: are relative time to treatment indicators, which are set to 1 for treatment groups if time 𝑡 is 𝑚 time from treatment, 𝑚 

ranges from -7 to 8 and the omitted period is 𝑚=−7, which is seven quarters before the announcement of additional SDLT. 

• 𝛽𝑚: The parameters of interest represents the average change of price in treated groups relative to control groups between time 𝑚 

and the omitted period (𝑚=−7). 

• 𝛼: the parameter of interest, which represents the effect of additional SDLT on treated group. 

• The model includes group fixed effects (𝜔𝑔,𝑡), locational fixed effects (α𝑖) and time fixed effects (𝜆𝑡). Standard errors are 

clustered at both the year-month and district level



Main Results

1. Average effects on transaction price 

• Different columns represents the

robustness test for the base estimate

of column (1).

• In all cases, we recover similar

average treatment effects on

transaction price of around negative

1 to negative 2 percent.



Main Results

2. Effect trends prior to the event 

• Following the announcement of additional

SDLT, the average transaction price of buy-to-

let gone up immediately by 2 percent

• Coefficient descends rapidly by 3 percent after

the implement date. Effects then gradually

diminishes and stable at around negative 1.5 to

2 percent.



Mechanisms Analysis

1. Heterogeneity on Property Type and Tenure 

• No significant differences between freehold 

and leasehold properties. Both property 

types experienced approximately a 1.5 

percent decrease. 

• Detached houses experienced the most 

substantial negative effect on price. 



Mechanisms Analysis

2. Non-BTL Rental versus Owner-occupied on price 

• rental housing market includes other 

suppliers, such as original owner-occupiers 

who choose to rent out properties they 

purchased several years ago. 

• the results reveal statistically insignificant 

effects on non-BTL rental housing compared 

to owner-occupied housing under the 

influence of the 3% additional transaction tax. 



Mechanisms Analysis

3. BTL versus Non-BTL Rental Property on Rent 

The findings reveal a substantial increase 

in rent for rented BTL properties, with an 

average rise of approximately 6 percent.



Mechanisms Analysis

4. Market Transaction Volumes in Different Regions 

We observe a stark contrast in 

transaction volumes, with a 

decrease of more than 15 percent. 



Mechanisms Analysis

5. Market Liquidity for Listing BTL Sales and Rents 

• TOM for listed rentals, as reported in 

Columns (4) to (6), displays a significant 

increase after the transaction tax change, 

amounting to a 25% rise.

• This increase suggests a decrease in 

market liquidity for rental properties.  



Conclusion

This paper provides valuable insights into the effect of the additional 3% SDLT on the BTL housing market .

➢ The study uncovers evidence of speculative behavior among investors before the implement date 

and a subsequent rapid decline in prices after the policy implementation. 

➢ It raises concerns about the effectiveness of using transaction taxes to cool down housing prices, 

as it may lead to unintended consequences such as speculative investment behavior 

➢ The burden of increased taxes on rental housing transactions is transferred to tenants through 

higher rents, which negatively affects their ability to save for homeownership. 

What We Find:



Thank you!

Hang Lai

hang.lai.20@ucl.ac.uk
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