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Effect of A Luxury Tax on Housing Market —An Empirical

Study in Kaohsiung City
Student : Cheng,Yin-Chu Advisor : Xie,Kun-min

Institute of Finance and Information
National Kaohsiung University of Applied Sciences

Abstract

Aim to the upsurging of housing value, Ministry of the Interior brings up “Law of
Special Goods and Labor Service Sale Tax”, which is also a policy called the luxury tax
to control the housing value. The purpose of this tax is to make the housing market
health and balance the negative feeling of society, and also maintain the fair of tax and
rectify the original value of housing. Looking back to year 2003, after the influence of
SARS, the real estate market of southern Taiwan in the past five years (from 2006 to
2010), especially the Kaohsiung area, was not in favor of the Taiwan economy booming.
The housing value stood still, and the real estate became a phenomenon of “hot in
northern Taiwan but chill in southern”. However, the luxury tax is fully practiced, and
what influence may caused to the housing market in Kaohsiung City? The research did
the statistic and analyze on the numbers of transaction and single price by sampling 14
administrative districts in Kaohsiung City. Finally, the analyzed results of this study
show below:

1. The practice of luxury tax makes the influence on the numbers of housing transaction
in Kaohsiung City. Before and after 4 months of the practice of luxury tax, there was
a notable difference from the result. There was a negative growth on the number of
transaction according to the usage and classification, and the growth rate of
transaction. Obviously, there is a shrink number of housing transaction in Kaohsiung
City due to the influence of luxury tax.

2. The practice of luxury tax makes the influence on the single price of housing
transaction in Kaohsiung City. Before and after 4 months of the practice of luxury
tax, there was a notable difference from the result. The housing value of Kaohsiung
City did not restrain by the practice of luxury tax. On the contrary, it had a trend of
upsurging.

According to the result of this study, we can realize that imposing the luxury tax
did not make effects on real estate of Kaohsiung City. On the other hand, it caused a
negative effect more than restraining the speculating. To the real estate of Kaohsiung
City, it not only solves no substantial problems, but also can’t achieve the purpose of
legislation.

Keywords: Luxury tax, Fair of tax, Real estate
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