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I recently read an interesting article entitled “What the Housing Market Slowdown Will Mean for Property 

Taxes”. Although it related to the position in the USA, similar principles will apply to many other 

jurisdictions around the world, so here are selected extracts from the article.  

“As quickly as the housing market heated up during the pandemic, it’s cooling down. At the beginning of 

this summer, home prices were nearly 16% higher than the previous year and up nearly 9% from the 

beginning of this year, according to the CoreLogic Case-Shiller Home Price Index. But in July prices dropped 

0.2% - marking the first national decline since 2012. Most experts and local government officials expect 

the market to slow considerably over the next year. In fact, Fitch Ratings estimates that national home 

prices during the first half of this year were overvalued by a whopping 12.2%. 

But whether or not the home price decline actually shows up in local tax revenue will depend on a number 

of factors that affect assessed property value. Things like the timing of property assessments, homestead 

credits and the balance of commercial and residential tax reliance all create separation between market 

movements and taxable values. In most places, property tax revenue tends to smooth out and mute 

whatever’s happening in the real estate economy. While this can be really annoying for some 

governments when the market is booming, the revenue stream’s unruffled nature usually offers stability 

for localities during a downturn. 

Because of the lag between what happens in the housing market and when assessments are done, most 

local governments will have a year or two before the current movements may (or may not) affect property 

values. But that doesn’t mean local officials should sit back and wait.  

For one, says Olu Sonola, head of U.S. regional economics at Fitch, the mortgage market is only just 

beginning to see the impact of the Federal Reserve’s rate-raising. “From a local government standpoint, 

you should be paying attention now,” he said. “You have to start taking defensive actions and anticipate 

the severity of the decline.” 

And many already are, thanks to the more immediate impact that inflation is having on all revenue 

streams. The National League of Cities’ City Fiscal Conditions report released last week noted that even 

though last year’s property tax values rose nearly 6% on paper, inflation essentially negated those gains. 

And looking ahead, “unprecedented inflation rates over the past several months” have local officials 

budgeting conservatively and expecting a loss in property tax receipts, according to the report. 
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Local property tax revenues’ responsiveness to the housing market varies widely by state. Fitch has looked 

at that correlation and found that property tax receipts for municipalities in Florida are the most sensitive 

to home price changes in the nation, largely mirroring price movements (after accounting for the two-

year lag). A recent analysis by researchers at Florida Atlantic University and Florida International 

University found that southwest Florida is the nation’s most overvalued housing market. As of the end of 

August, Cape Coral-Fort Myers buyers were paying an average of 70% above the area’s long-term pricing 

trend. Even though the city has lowered its tax rate for several years in a row, total property tax revenues 

are climbing thanks to the boom. 

The main driver of elevated prices has been strong demand mixed with a shortage of homes for sale, Ken 

H. Johnson, an economist in FAU’s College of Business said in a statement. The destruction by Hurricane 

Ian has made the situation worse by exacerbating the housing shortage at a time when the state’s home 

insurance market is getting even more expensive. But Johnson does expect demand to continue. 

“Several storms hit the state in 2004 and 2005 and more since then, and there was concern existing 

residents and transplants may choose to go elsewhere, but the state is as popular a destination as ever,” 

he said. “People have short memories when it comes to storms.” 

Hawaii and Virginia also have a high correlation between property tax revenue and home prices, according 

to Fitch. On the other end, home prices in South Dakota, Nebraska, Minnesota and Maryland have the 

weakest relationship with local property tax revenues. 

But aside from the direct relationship, the housing market can have an indirect link to property taxes in 

how it might influence policymakers’ decisions, noted Chris Berry, director of the Center for Municipal 

Finance at the University of Chicago. With inflation putting strain on constituents, many elected officials 

may not want to be seen as “raising” property taxes when residents receive their bills reflecting the higher 

assessment values. 

In Chicago, for example, the city several years ago passed a measure that allowed for the total property 

tax revenue growth rate to be tied to inflation - up to a maximum annual levy increase of 5%. In the 

previous low interest rate environment, the move was rather benign. But not anymore. Mayor Lori 

Lightfoot ultimately scrapped any levy increase in next year’s budget proposal even though she could have 

upped total property tax revenue by about $42.7 million. 

Longer term, Berry is concerned about how the housing market movements could potentially create an 

even bigger housing cost burden for those who can least afford it. That’s because during the last market 

downturn over a decade ago, lower-value properties saw larger relative declines than more expensive 

ones. “You have low-value properties going down faster than high value ones, and assessors are slow to 

catch up,” he said. That means that even though the value of those lower priced homes may be falling 

sharply, the property taxes owners are paying on them lags behind and stays elevated. 

“That’s my first concern: if we are entering a phase of declining housing market values, are we going to 

see that same phenomenon?” Berry added, referring to the last time the market fell. In addition, he 

pointed out that the rising mortgage rates are likely to discourage current homeowners from selling (and 
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thus taking out a new mortgage). “That worsens this issue of generational equity,” he said. “For people 

who bought a few or ten years ago, if you took out a 30-year mortgage at 3% or less, you’re going to sit 

on that for 30 years.” 

Some interesting views in the foregoing article which may reflect the position in many countries around 

the globe but, of course, the situation is likely to vary both between, and within, different countries. 

Moving on to IPTI activities, I am pleased to say that our recent in-person Caribbean conference held in 

Montego Bay, Jamaica was a great success. Delivered in partnership with the RICS, and in cooperation 

with the National Land Agency (NLA), and the Association of Land Economy & Valuation Surveyors 

(ALEVS), we had a packed room of delegates who were very engaged in the various presentations made 

over the two days of the conference. The topics covered were wide-ranging and varied, but many focussed 

on the use of modern technology in both the valuation and construction industry. 

We also held another in our series of webinars delivered in partnership with the Institute of Municipal 

Assessors (IMA). The latest IMA-IPTI webinar was on the topic of “Post COVID-19 Market Realities - What 

Did Change?”. Our two very experienced presenters considered the market realities affecting real estate 

transactions in the commercial and the multi-residential sector. Research indicates that the pandemic 

lockdowns have had varying impacts on different property types and discussions continue regarding the 

possible long-term effects. Our panelists shared their experience and expertise from the legal, 

manufacturing industry and valuation perspectives. 

Another webinar we delivered as part of a new series of webinars and workshops that IPTI is presenting 

on the topic of mass appraisal was an “Introduction to Mass Appraisal Valuation” (MAV). Our two very 

able and experienced presenters provided a really useful introduction to the topic aimed at those who 

were interested in MAV, but had perhaps only limited experience of it at this stage. I was particularly 

pleased to see that we had attendees from around the world for this event and I am sure they would have 

found the introductory material covered in the webinar very informative. More MAV webinars and 

workshops will be delivered over the coming months: see our website for more information: www.ipti.org 

We also held an online IPTI meeting for corporate representatives on the topic of “Data Sources: What 

Corporate managers use for Analysis and Management Reports”. The discussion focussed on the 

importance of data and included consideration of the relevance of data for analytical and management 

requirement purposes. Sources of data, data sharing and management expectations were also discussed. 

The participants shared their respective experiences and talked about how the collection and analysis of 

information can be improved. 

The final event I would like to mention is an in-person conference held in Athens, Greece by The European 

Group of Valuation Associations (TEGOVA). I had been invited by TEGOVA to speak at their General 

Assembly on the subject of “Topical Issues in Property Taxation” and focussed my presentation on what 

property valuers need to know about property tax, whatever the purposes of their valuation might be. I 

am pleased to say that my presentation was well received and provoked some interesting discussion. 

http://www.ipti.org/
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Looking ahead, our next main in-person event is the Conference of Valuation Agencies (CoVA 2022) which 

is being held at St Anne’s College, Oxford on 8-9 December. I hope you will join us there if you can.  

Now it’s time for a quick look at what is making headlines concerning property taxes in selected 

jurisdictions and countries around the world. For more information, please look at Xtracts on our website. 

In Queensland, Australia the state government has scrapped a proposal to alter land tax arrangements for 
interstate property investors in a move described by some as bowing to industry pressure and wealthy 
landlords. The proposal - which was referred to in my previous monthly newsletters - met fierce resistance 
from the real estate sector and other states. It would have seen interstate property holdings taken into 
account when determining whether an investor meets the threshold for land tax concessions. 
Queensland’s premier decided to shelve the proposed tax reportedly after speaking to interstate leaders 
who heavily opposed it. The New South Wales premier had already announced he would refuse to hand 
over information about Queensland property holders living in NSW, to prevent them from being added to 
Queensland’s land tax list. Queensland’s treasurer said he stood by his comments about the need for 
reform. However, a spokesperson added “The treasurer stands by everything he’s said about land tax, but 
of course he accepts the decision the premier has made after talking to other leaders.” Supporters of the 
land tax plan said shelving it was incredibly short-sighted. One said, “Decades of tax breaks for wealthy 
property investors put us in this housing affordability crisis in the first place by artificially inflating house 
prices, locking working families out of the market and pushing up rents. The government backed down on 
crucial rental reforms last year when the Real Estate Institute of Queensland threw a tantrum, and now 
we see them cowering before wealthy property investors yet again. The upcoming housing summit will 
be a sham if the state government just bows to the desires of wealthy property investors and the REIQ.” 
 
Staying in Australia, but moving on to New South Wales, the state government is going to trial allowing 
prospective first home buyers to swap stamp duty for ongoing land tax. Buyers will be able to choose a 
$400 annual fee and 0.3% of the land value - while it’s their primary residence - instead of stamp duty. 
The government will introduce legislation this year to trial the First Home Buyer Choice from January 2023. 
The government says about 84% of homes sold in NSW fall under the $1.5m eligibility cap. An online 
calculator will allow people to search for a property and see what they would pay for stamp duty 
compared with the land tax, using data from the Valuer General. The NSW treasurer said the calculator 
will help prospective buyers proceed based on their own circumstances and aspirations, and most will end 
up paying less overall by opting for the land tax. “Treasury analysis indicates half of all owner-occupiers 
sell their home within 10.5 years, with first home buyers likely to sell even sooner,” he said. An $830,000 
apartment with a land value of $265,000 would attract an $1,195 payment in the first year, compared 
with $32,440 for stamp duty. A $1.35m house with a land value of $810,000 would command $58,450 in 
stamp duty, compared with a $2,830 first-year payment. With the trial budgeted at $728.6m over four 
years, the change would cost the budget in the short term, but ongoing land taxes could provide a more 
predictable revenue base compared with stamp duty, which depends on property transactions rather than 
ongoing ownership. 
 
In Canada, the gap between commercial and residential property tax rates is growing, according to a joint 
study from Altus Group and the Real Property Association of Canada. The 2022 “Canadian Property Tax 
Rate Benchmark Report” found that seven out of the eleven major cities surveyed have a commercial tax 
rate that is more than double the residential tax rate. Overall, the average commercial-to-residential tax 
ratio in 2022 was 2.80, reflecting a slight increase of 2.42 per cent from the 2021 average ratio of 2.73. 
The rise in the average ratio was largely driven by the ratio increases in Calgary, Edmonton and Halifax, 
ranging from 6.5 per cent to more than 10 per cent. All property owners across Canada pay tax based on 
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the assessed value of their property, but the tax rate per dollar of property value varies depending on 
whether that property is used for residential or commercial purposes. According to the report, the results 
raise questions of inequity in the distribution of the tax burden that could weigh on the economic 
recovery. “The post pandemic market is incredibly volatile, and governments need to be proactive to 
address the value shifts without increasing inequities between commercial and residential taxpayers,” the 
president of property tax for Canada at Altus Group said. “There are two factors that drive property taxes 
- assessed values and municipal revenue requirements. To achieve equitable taxation and to support 
economic recovery, governments like Ontario’s need to embrace more frequent reassessment to keep up 
with market changes, and municipalities need to move away from policies that shift a greater portion of 
the tax burden to commercial properties.” The disconnect of property assessment values from recent 
market conditions is evident in Ontario’s 2022 and 2023 property tax assessments, for example, which 
are based on the January 2016 real estate market. Out of the major Canadian cities researched, the report 
said Toronto stood out as it continues to move towards tax equity. The city has done so by increasing the 
tax rate for residential properties by a higher percentage than commercial. As a result, the commercial-
to-residential ratio has dropped by 2.42 per cent to 3.36 - the most substantial reduction in the analysis. 
However, delays in Ontario’s reassessment drive concerns about future tax treatments. Montreal on the 
other hand reduced both residential and commercial tax rates in 2022, but a greater reduction to 
residential resulted in a ratio increase of 1.08 per cent to 4.21, continuing a four-year trend of posting the 
highest commercial-to-residential ratio of all cities surveyed. Calgary and Edmonton straddled the average 
ratio, with Calgary at 3.07 (a 10.27 per cent increase over 2021) and Edmonton at 2.68 (a 6.5 per cent 
increase) and posted two of the three highest ratio increases for 2022. In those cities, reductions in 
commercial assessment bases have led to increases in the commercial tax rates, while residential rates 
either increased at a lesser rate or decreased. To blunt sudden or significant increases in tax burdens, 
provincial and local governments have implemented tax mitigation tools such as assessment phase-ins, 
tax rate adjustments, capping or rebate programs, but those can create their own problems. “The 
challenge with tax mitigation tools is that for every property that benefits, another property must 
subsidize those benefits,” the report said. 
 
In Ireland, a new vacant homes tax (VHT) will be self-assessed, but is expected to raise as little as €3 million 
a year. It will be charged at a rate that is three times the property’s local property tax (LPT) rate. The 
Minister for Finance said he is introducing the tax to increase the supply of homes for rent or purchase to 
meet demand. Budget documents say the “primary objective” of the tax is to “change behaviour rather 
than raise revenue”. The tax, to be introduced in 2023, will apply to residential properties that are 
occupied for less than 30 days in a 12-month period. The new tax will be administered by the Revenue 
Commissioners. There are to be a number of exemptions to ensure owners are not unfairly charged where 
a property may be vacant for a genuine reason. These include properties recently sold or currently listed 
for sale or rent; properties vacant due to the occupier’s illness or long-term care; and properties vacant 
as a result of significant refurbishment work. Budget documents say the measure “seeks to achieve an 
appropriate balance between incentivising owners of vacant homes to bring their properties back into use 
and not penalising homeowners for normal, temporary vacancy”. Owners of vacant homes will be 
required to file an annual return declaring that their residential properties were vacant in the applicable 
12-month period, indicating the LPT valuation that applies to the home. This will be used to assess their 
VHT liability. The tax will not apply to derelict properties or properties unsuitable for use as a dwelling 
that are not captured under the existing LPT system. The yield is of the VHT is estimated at between €3 
million and €4 million per year. 
 
In Nigeria, Africa there are concerns that despite the dwindling fortunes of federal, state and local 
governments, the authorities are unable to harness property tax to shore up their Internal Generated 
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Revenues (IGR). While it is reported that many state governments have failed to adopt reform strategies 
to enjoy the full potentials (fiscal and non-fiscal) of property tax for boosting IGR in the country, others 
have not taken the idea very seriously. However, some homeowners say there are too many taxes 
imposed by states on property. The taxes on properties include capital gains tax, land use charge, 
withholding tax, probate tax, consent tax, stamp duty, registration fee, ratification fees, regularisation 
fees and development charges. Findings show that the constitutional framework for tenement rating has 
hindered some states’ attempts to redesign their property tax, coupled with lack of comprehensive law 
on property taxation and lack of jurisprudence. However, some experts don’t think so. They hinge it on 
lack of political will to drive the system. For instance, tenement rate or property tax is collected on a 
developed and occupied property by local government or area council and payable yearly on buildings, 
while land use charge is a yearly tax levied on capital value. Many state governments who are desirous of 
shoring up their IGR, have introduced various forms of property taxation. Lagos enacted the contentious 
Land Use law of 2001. In Lagos state, it forms part of charges under the Land Use Charge Law of Lagos, 
while the considerations for the charge are location of the property, purpose for which the property will 
be used and nature of the property. In Lagos, the Land Use Charge is a consolidation of all property, land-
based rates and charges payable under land rates such as neighbourhood improvement charges and 
tenement rates laws. The rates are as follows: owner-occupied residential property - 0.0394 per cent; 
industrial premises of manufacturing concerns - 0.132 per cent; residential property/private school 
(owner and third party) - 0.132 per cent; and residential property (without owner in residence) - 0.394 
per cent. But real estate experts believe that governments should explore an indigenous property tax 
system that combines cost effectiveness, transparency and peculiarity of the local market for improved 
revenue generation. The experts say that the issue of property tax is one of the nations’ untapped 
goldmines that remains the most viable, relatively stable, substantial and veritable source of IGR, 
particularly for urban municipalities.  
 
I have to declare an interest in this topic as, for many years during the 1980s, I was a consultant to the 
World Bank in relation to property tax reform in Nigeria and other West African countries. Some good 
progress was made in relation to improving property tax systems in various states, but “easy money” from 
central government transfers based on oil revenues was always preferred to the “hard work” of making 
property tax systems operate effectively! 
 
And finally, in New Zealand, Waipā rating revaluations have been delayed until February 2023 so under-
pressure valuers have the time to “get it right”. All the district’s properties were meant to be revalued by 
October this year, but the contractors say they can’t provide “a robust and quality result” by then. The 
delay is said to be because of staff shortages, changed and more complex regulations, and a rapidly 
changing residential property market. The Office of the Valuer General (OVG), the government body that 
oversees all rating valuations, has also agreed that the Waipā revaluation work should be delayed in order 
to get a good quality result. The OVG certifies all rating valuations nationwide. Waipā’s new property 
values will be based on the most likely selling price as at August 1, 2022, the statement said. 
 
The reason this announcement made me smile was that, many years ago, a well-known, large valuation 
agency announced that it was going to get its property tax valuations “right first time”. Despite that 
assertion, over 50% of property taxpayers appealed their assessments; they didn’t seem to think that their 
property tax valuations were right first time! In fairness, I should add that as many as 75% of those appeals 
were withdrawn without alteration to the valuation; so, perhaps they were “almost” right first time! 
 
Paul Sanderson JP LLB (Hons) FRICS FIRRV 
President, International Property Tax Institute 


