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The Effect of Comprehensive Real Estate Holding Tax and
Property Tax on House Prices Using Search Frequencies

1=Ak8} Noh Sanha®, 41715 Shin Jinho™

Abstract

Until recently, with the aim of stabilizing housing prices, policy announcements were made to increase the tax
burden on the comprehensive real estate holding tax and property tax. This study analyzes the effect of comprehensive
real estate holding tax and property tax on housing prices by using internet search index data reflecting changes
in consumer sentiment caused by this tax increase policy. The search index data showed a sharp rise when consumers
recognized the actual tax imposed. On the contrary, at the time of the government's policy announcement, the
search index increased relatively little except at the time of the resumption of comprehensive real estate holding
tax taxation in 2018. As a result of empirical analysis, it was found that an increase in the comprehensive real
estate holding tax or property tax had a significantly negative effect on house prices in the short term. In addition,
the effect of lowering the housing price of property tax would be greater than that of comprehensive real estate
holding tax. From the results of this study, in the case of increasing the tax burden of the comprehensive real
estate holding tax and property tax for the purpose of stabilizing the housing price, policy implications are obtained
that it is important to make the increased tax amount continuously recognized by households.

Keywords: Comprehensive Real Estate Holding Tax, Property Tax, House Prices, Search Frequencies
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Figure 1_Search Indices of Property Tax and Comprehensive Real Estate Holding Tax
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Table 1_Basic Statistical Properties of the Variables
T Mean Std. Correlations
% Dev.% | (A) (B) © D) (E) (F) G) (H)

(A) AIn(APT sales price) 0.23 0.46 1
(B) Aln(expected APT sales price) 0.26 0.17 0.22 1
(C) Aln(housing supply) —1.06 | 90.87 0.21 —0.04 1
(D) Aln(manufacturing production index) —0.87 | 9.82 0.18 0.04 0.37 1
(B) Aln(housing cost) 0.09 0.06 0.18 0.17 0.08 0.01 1
(F) Aln(land cost) 0.24 0.28 0.52 0.18 0.28 0.36 0.12 1
(G) Comprehensive real estate holding tax | 0.00 1.00 0.31 0.23 0.00 0.07 0.25 0.28 1
(H) Property tax 0.00 1.00 0.10 0.07 0.08 0.20 0.16 0.03 0.33 1

Table 2 _ Regression Results for the Contemporaneous Relationship

T Model 1 Model 2

Coef. t—stat. Coef. t—stat.
Aln(expected APT sales price) 0.836 10.71 0.839 10.73
Aln(manufacturing production index) 0.007 3.42 0.009 3.92
Aln(land cost) 0.615 7.34 0.556 691
Aln(housing supply) —0.00001 —0.02 0.00003 0.09
Aln(housing cost) —0.272 —0.27 —0.036 —0.04
Comprehensive Real Estate Holding Tax —0.065 —2.69
Property Tax —0.056 —2.47
Adjusted R-squared 0.467 0.465

Note: The 7 regional constant terms that capture the fixed effect in the panel regression analysis have little meaning in this study, and

thus, the numbers are omitted from this table.
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Figure 2 _IRFs to Comprehensive Real Estate Holding Tax and Property Tax

A. IRFs to comprehensive real estate holding tax
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