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Introduction

Residential Additional

Properties Properties
Portion up to £125,000 0% 3%
Portion over £125,000 up to £250,000 2% 5%
Portion over £250,000 up to £925,000 5% 8%
Portion over £925,000 up to £1,500,000 10% 13%
Portion over £1,500,000 12% 15%

Rates for first-time buyers:

0% on the first £300,000

5% on the remainder up to £500,000

Stamp duty land tax (SDLT) is liable on
property transactions of £40,000 or more
in England and Northern Ireland.

SDLT was replaced by the Land and
Buildings Transaction Tax (LBTT) in
Scotland on 15t April 2015 and the Land
Transaction Tax (LTT) in Wales on 1st April
2018.

The analysis will focus on England with
some reference to total national tax
receipts.

The table opposite shows the duty rates
on residential property in England and
Northern Ireland as at 9am on the 30t
April 2020.

The current system applies a rate to each
slice of price. An example is shown on the
following slide.



Example - £2 Million Primary Residence

Source: Residential Analysts calculations
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m 12% Rate m 10% Rate 5% Rate m 2% Rate m 0% Rate The current slice system of SDLT applies a
progressively higher rate to subsequent

100% price bands. We can demonstrate this
using an atypical example of a home
90% £500,000 bought as a primary residence for
£2,000,000 (only 0.4% of transactions
80% £60,000 were above this price in 2018/19).
o 0% The first £125k has a 0% rate so no SDLT
735 is payable on this slice. The next £125k
> 60% £575,000 (£125k-£250k) has a 2% rate so £2.5k
° SDLT is payable on this slice.
GC.) 50%
2 If the home was priced £250k then only
£57,500
o 40% £2 .5k total SDLT would be payable.
30% £675,000 However, this home is much more
expensive than average so 5% is also
20% payable on the next slice (£33.75k), 10%

£33.750 on the following slice (£57.5k), and 12%
’ on the slice above £1.5m (£60Kk). This

10%
gives a total SDLT liability of £153.75k
0% ~ €£2500

which is a rate of 7.7% when applied to
House Price Stamp Duty the whole house price.




SDLT Payable by Property Price - Value

Source: Residential Analysts calculations
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—First time buyer The chart opposite shows the stamp duty
payable by property price and buyer type.
£200,000 =—Other primary residence purchaser
A buyer of additional properties pays a 3%
surcharge on the whole price while a first time
buyer pays nothing if the home is priced

Additional dwelling purchaser

© £150,000 £300k or less and only 5% on the remainder
% up to £500k.
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SDLT Payable by Property Price - Rate

Source: Residential Analysts calculations
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12% —First time buyer This chart shows the SDLT payable from the
_ _ previous chart but as a percentage of the
—Other primary residence purchaser property price: the effective SDLT rate on the
10% Additional dwelling purchaser whole price.
o 8%
@
P
S 6%
g— The first of the following slides shows total
I SDLT receipts (including non-residential) and
D 4% key policy changes.
The second slide shows selected changes and
2% the impact on residential transactions.
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Rate || Rate || Rate
Above £60k: 1.0% |[1.0% (| 1.0%
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Receipts & Key Changes

Source: ONS, HMRC

2001

2002

SDLT holiday for
first time buyers

Change from slab
to slice system
Under £125K: 0%
Over £125k: 2%
Over £250k: 5%
Over £925k: 10%

Replaced by Land
& Buildings
Transaction

Tax in Scotland

First time
buyer relief
0% on first £300k
5% up to £500k

Extra 3% on

Different starting
rates for non-resi
transactions

up to £250k for Over £1.5m: 12%
two years
15% rate for
Nil rate SDLT holiday corporate
threshold: for homes under transactions
’ 0
£125k £175k for one year 15% rate for |above £500k
corporate
Nil rate transactions
threshold: above £2m
£120k £1m+ band
introduced
at 5% rate

2003
2004

e

2005
2006

2007

2008
2009

2010

2011
2012

2013
2014

additional resi
dwellings

2015
2016
2017

Replaced by
Land Transaction
Tax in Wales
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2019
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Monthly transactions, seasonally adjusted
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2005

2006

SDLT holiday
for homes under
£175k for one year

SDLT holiday for
first time buyers
up to £250k for

two years

2007
2008

End of holiday

2009
2010

£1m+ band
introduced
at 5% rate

2011

End of holiday
& 15% rate for
corporate
transactions
above £2m

2012

15% rate for
corporate
transactions
above £500k
Change from slab
to slice system
Under £125K: 0%
Over £125k: 2%
Over £250k: 5%
Over £925k: 10%
Over £1.5m:12%
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Transactions & Selected Changes

Source: HMRC

First time

buyer relief
0% on first £300k
5% up to £500k

2018

COVID-19
Lockdown

2019



Central Government: Current Receipts
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Source: ONS
B Other taxes & receipts B Taxes onincome and wealth Central government receipts in 2019/20 were
m Other taxes on production (excl SDLT)  ® Stamp duty on land and property £762.5 billion with SDLT contributing £12.5bn
(1.6%).
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Current Receipts: Taxes on Production

Source: ONS
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SDLT is grouped within Taxes on Production of
£35 which VAT is by far the largest and so not
shown on the chart opposite (£E154bn & 54%
Business rates ©Of the group total). Some other taxes on
£30 production are shown alongside SDLT on the

Fuel duty chart opposite.

£25 SDLT raises similar amounts to taxes on

Alcohol and Tobacco while Business Rates
£20 and Fuel Duty raise more than double the
amount of SDLT.
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BuiltPlace SDLT & Council Tax

Source: ONS

Receipts from SDLT were 34% of those from

Council Tax in 2019/20.
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SDLT Receipts by Data Source

Source: ONS, HMRC
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Since the devolution of property taxes in
Scotland and Wales, the geographic coverage

£14
N of SDLT statistics published by HMRC has also
reduced. This has had an impact on the
£12 All Land & Property - comprehensive of t'he published stetistics
HMRC Quarterly which can be seen in the growing divergence
10 Statistics in the yellow line (total UK data by ONS) and
blue line (HMRC data) on the chart opposite.
Residential - HMRC . .
£8 Quarterly Statistics The following note from HMRC is relevant:

“Figures from 2015 Q2 onwards only contain
data from England, Wales and Northern

£6 Ireland; figures from 2018 Q2 mainly contain
data from England and Northern Ireland but
include a small number of Welsh transactions
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Receipts by Location &
Price



Residential Receipts by Location

Source: HMRC 2018/19
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Rest of England London The regeipts from SDLT are predominantly
raised in London and the South East.
London accounted for 39% of total
receipts in England during 2018/19 with
those roughly evenly spit between central
London, the rest of inner London, and
outer London.
Outer London £1.1bn
The South East accounted for a further
22% of receipts while the rest of England
East of England South West Central London W Restof England  raised 39% (the same as London).
£0.9bn £0.8bn (RBK&C, South East
Westminster, ® London
Camden, &
Islington) £1.2bn Rest of Inner London £1.0bn

East Midlands
£0.3bn

North West £0.4bn

Yorkshire and
The Humber
£0.3bn

West Midlands
£0.4bn N. East £0.1bn




Residential Receipts by Property Price

Source: HMRC 2018/19
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£30 B Rest of England The chart opposite shows the total
South East residential receipts for England in 2018/19
by property price band and location.
B London
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Transactions by Price Band

Source: HMRC
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600,000 The chart opposite shows the number of

transactions by price band if liable and total
non-liable transactions (these include first-
time buyer relief).
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Average SDLT by Region

Source: HMRC 2018/19
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The chart opposite shows the average

London SDLT paid by region in England during
2018/109.
South East
ENGLAND

East of England
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East Midlands
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North East
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Average Rate by Region

Source: HMRC 2018/19
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The chart opposite shows the average

London SDLT rate paid by region in England during
2018/19.
South East
ENGLAND

East of England

South West

West Midlands

North West

East Midlands

Yorkshire and The Humber

North East

0.0% 1.0% 2.0% 3.0% 4.0% 5.0%

Average rate
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Slab to Slice



Slab to Slice

Source: Residential Analysts calculations
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8% —New Slice System —0ld Slab System From the 4" December 2014, SDLT on
residential property changed from a ‘slab’
approach to a ‘slice’ system.

7%
The old ‘slab’ system applied a single rate
6% to the whole price depending on price
band. The chart opposite shows the
5% effective rate by property price.
= 4% The ‘slab’ system created bunching at the
o thresholds for different rates. This

bunching can be seen in the chart on the

3% following page with price thresholds
highlighted in yellow.
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el Transactions by Price Band, 2013

Source: HM Land Registry Price Paid data, HMRC
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First Time Buyers



First Time Buyer SDLT Rate

Source: Residential Analysts calculations
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On the 22" November 2017, the Chancellor
announced an SDLT for first time buyers
purchasing residential property for £500,000

4.0% —First time buyer

3.5%

—Qther primary residence purchaser or less. They pay:
3.0% / 0% on the first £300,000

5% on the remained up to £500,000
2.5%
The effective rate by property price is
highlighted in the chart opposite.
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Percent of first time buyer sales
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First Time Buyer Mortgage Sale by Price

Source: FCA Product Sales Data
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Data from the FCA’s Mortgage Product
Sales Data shows just 4.1% of first-time
buyer mortgage sales were for homes
priced more than £500,000.



First Time Buyers Relief

Source: HMRC Quarterly SDLT Statistics
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550.000 m Liable (£300k to £500k) = Non-liable (under £300k) The latest HMRC data (Q1 2020) reports
’ 223,000 transactions claiming First-Time

Buyers’ Relief. 77% of these were non-
200,000
150,000
100,000
50,000
,

liable as priced under £300,000.
Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
2017 2018 2018 2018 2018 2019 2019 2019 2019 2020

Annual transactions



First Time Buyers Relief

Source: HMRC Quarterly SDLT Statistics
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£10.0 W Estimated amount relieved W Actual residential receipts HMRC estimate first time buyers have
: saved £1.2billion since the start of the
scheme.
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Regional Variation in First Time Buyers

Source: UK Finance, Zoopla (imap is from this PDF report)

BuiltPlace

Change in number of
first time buyer home
purchases from 2015

100 Rest of UK to 2018
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https://www.ukfinance.org.uk/system/files/The-changing-shape-of-the-UK-mortgage-market-FINAL-ONLINE-Jan-2020.pdf
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Neal@Resi-Analysts.com



