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This paper: richer model of welfare consequences of
housing transaction taxes

Big literature on these taxes in post-COVID housing affordability crisis

▶ Main reason cited by policymakers: improve housing affordability or raise revenues for
affordable housing funds (e.g., 2023 Los Angeles Mansion Tax)

▶ Other less-cited rationales: easier to tax market values than assessed values, punish
speculation, encourage landlords to rent out units

Main limitation in existing literature: natural experiments with not always clean
identification, short post-reform periods

▶ These taxes are common in major cities worldwide, especially taxes on “flippers” in East Asia
post-2010 (Chi, LaPoint, Lin 2025)

This paper simulates what would happen at longer horizons in an OLG setting with rich
mortgage features such as downpayment, PTI, and minimum repayment constraints
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Transaction taxes in top 20 housing investment markets

Source: Chi, LaPoint, Lin (2025): “Flip or Flop? Tobin Taxes in the Real Estate Market.”

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3761226


Summary of the model’s building blocks

OLG economy with four cohorts and three income groups within each cohort

Housing tenure: renters, owner-occupiers, landlords

Balance sheet: HHs save in deposits or borrow through mortgages

Prudential mortgage regulation: LTV, PTI, and repayment constraints

Preferences: utility depends on non-housing consumption, housing services, and an
ownership premium (net of maintenance costs)

Market clearing of both rental and ownership markets

Tax/benefit system features income/payroll taxes, housing subsidies, residence taxes,
property taxes, and transaction taxes on buyers and sellers

Cameron LaPoint (Yale SOM) Bontemps, Cherbonnier, Magnac (2026) Property Tax Webinar, April 2026 3



Comment #1: The missing lock-in effect

Transaction taxes generate competing effects on prices and rents

▶ Capitalization effect: reduced willingness to pay due to dynamic investment problem

▶ Lock-in effect: reduce supply (inventory) by instituting a fixed cost, which encourages
longer holding periods, legal avoidance strategies through trusts

Solve for long-run steady state of model, where lock-in effect plays no major role

▶ Still, fixed transaction costs can reduce long-run supply by discouraging new construction
altogether unless builders are exempt from tax −→ true in France?

Shutting down lock-in =⇒ transaction taxes desirable from a long-run ownership
affordability perspective in all counterfactual policy regimes considered

Lock-in effect has been shown to be quantitatively important for prices in natural
experiments estimating short-run effects of transaction taxes

▶ Examples: Chi et al. (2025, Taiwan); Dolls et al. (2025, Germany); Han et al. (2025, Toronto)
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Comment #2: What does modeling mortgage regulations
teach us about this type of tax?

Framing of the paper based on the title and abstract is that we need to account for
“prudential regulations” in life-cycle housing investment decisions

If that is the case, then quantify this with counterfactuals in which prudential mortgage
constraints are successively turned off

▶ How does the share of HHs up against these constraints change under different tax regimes?

Transaction costs θ are theoretically isomorphic to LTV limits (Koetter et al. 2025)

Maximum Loan Amount = F × LTV

1 + LTV + θ

My interpretation: main contribution is on the dynamic OLG side

▶ Check: if collapse the OLG aspect of the model to one cohort, what are the welfare
implications?
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Comment #3: The missing wealth extraction channel

Advantage to the OLG framework is decomposition of welfare incidence across income
and age groups

▶ Largely missing from the structural literature on transaction taxes

Strange result in the paper that elderly welfare goes down in response to reducing
transaction taxes despite P ↑

▶ Tradeoff: user cost ↑ under c.f. tax regimes but home equity values ↑

Housing is assumed to be highly illiquid in this model

▶ No home equity extraction or bequest motives

▶ Extreme case of the Kaplan & Violante (2014) wealthy hand-to-mouth agent

▶ But France has reverse mortgages (prêt viager hypothécaire)

Absence of these forces also contributes to dampened lock-in effect which is important in
transfer tax regimes
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Policy tension between helping first-time homebuyers and
preserving homevoters’ equity values!

Source: Fact Sheet: President Donald J. Trump Stops Wall Street from Competing with Main Street
Homebuyers. January 20, 2026.



Comment #4: Implications for property tax administration
Green et al. (2025) show that LA’s Mansion Tax generates large neg. fiscal externalities
by limiting transactions

▶ Revenues earmarked for affordable housing programs and homelessness prevention

▶ Assessment limits amplify lock-in effect and result in 2/3 reduction in transfer tax revenues

T (w , h, h′, s, b) = t
(
w + ρ(h − s)

)︸ ︷︷ ︸
Income and payroll taxes

+ η(w , h, h′, s, b)︸ ︷︷ ︸
Housing allowances

+ τ rqs︸︷︷︸
Residential tax

+ τhqh︸︷︷︸
Property tax

+ 1{h′ ̸= h, h > 0}τ sqh︸ ︷︷ ︸
Housing sale tax

+ 1{h′ ̸= h, h′ > 0}τbqh′︸ ︷︷ ︸
Housing purchase tax

Real estate and income taxes richly modeled, but they are in practice all interdependent,
which is shut down here

▶ Counterfactuals do consider revenue-neutral options to replace transfer tax

▶ But local tax authorities worry about short-run budget constraint
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Welfare effects of taxes by investor type?
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Source: Chi, LaPoint, Lin (2025): “Flip or Flop? Tobin Taxes in the Real Estate
Market.”

Transaction taxes modeled here as
uniform tax rate across all buyer/sellers

Chi, LaPoint, Lin (2025) show that welfare
and price implications differ depending on
legal incidence by agent type

▶ Policy target is usually 2nd+ home
investors or luxury properties

Context dependence: “landlord sellers
(LS)” most sensitive to the tax

▶ Which group contributes to the
reduction in volume in France?

▶ Statistics on buyer/seller type pairings

▶ Risk aversion by type (beliefs) matters
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Miscellaneous quibbles/questions

It is odd to lump non-regulatory transaction costs like broker/recording fees into
transaction costs given that these are market equilibrium outcomes

▶ Report detailed breakdown and discuss how much of the abnormally high transaction costs in
France are due to regulation vs. market power

Difficult to follow how much of the solution method is novel −→ clarify added constraints
relative to Sommer & Sullivan (2018)

Why only using the 2006 French Housing Survey wave to calibrate?

▶ Is this to allow enough years prior to Housing Survey to estimate income group transition
probability matrix?

▶ Not clear how authors calculated empirical moments to be matched in Table 2

Table 6 and 7 refer to the same information on ownership rates in model vs. data but
report different numbers (check this)
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Conclusion: are these taxes so bad after all?

My two cents: main contribution of this paper is to highlight intergenerational
distributional consequences of a common type of real estate tax

▶ Mortgage regulation features may be a red herring to the extent some of the constraints
would be binding for marginal homeowners even w/o transaction tax

▶ Plus, transfer taxes are, in theory, isomorphic to a downpayment constraint

Current set of welfare conclusions are at odds with conventional (political) wisdom

▶ Lock-in effect, home equity extraction, bequest motives suggest older HOs would benefit
from diminished home inventory −→ currently missing from the model

Need richer counterfactuals on how mortgage market mechanics + heterogeneous
preferences for housing interact with RE taxes

▶ Will help us interpret natural experiments from the RE transaction tax literature which show
either pos. or neg. pricing effects!
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THANKS!


