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ABSTRACT

Research on Real Estate Prices and Property Tax Capitalization

Jo-Wei Lee

In recent years, real estate prices have been booming in Taiwan. The main purpose
of this study is to provide a new empirical evidence for tax capitalization by
investigating the impact of effective property tax rates on real estate prices, in order to
expect the effect of raising property tax rate. The data utilized in this study were selected
from the real estate transaction information that occurred in Nei-hu district, Taipei city,
between 2019 and 2020. The empirical results of OLS show that the effective property
tax rate significantly affects real estate prices. When the effective tax rate increases by
1%, real estate prices will decrease by 0.9%, which represents that property tax
capitalization phenomenon is apparent. Moreover, the average effective tax rate in the
sample is 0.03897%, much lower than the nominal property tax rate. According to
quantile regression, compared with the median quantile, the effective tax rate has a
smaller negative impact on the real estate price under the highest quantile, which means

raising property tax may have little effect on high-income group.

Keywords: Property Tax, Effective Property Tax Rate, Capitalization Effect, Real

Estate Prices
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