UK property tax overhaul risks stabilising housing market and deterring investment

[image: ]
The UK government’s latest proposals to overhaul property taxation signals a disturbing shift towards burdensome and unpredictable levies that threaten to destabilise an already fragile housing market. Instead of supporting homeowners and investors, the government appears intent on inflating costs and broadening the scope for future taxation, all while professing a commitment to “stimulating growth.” This approach will only serve to discourage genuine investment and deepen the housing crisis that’s already pushing affordability beyond the reach of many.
Among the most concerning suggestions is the replacement of stamp duty land tax (SDLT) with a more intrusive, ongoing annual property tax based on market value. Such a move resembles American-style taxation, which typically punishes homeowners with unpredictable costs year after year. For international investors, especially those from the Gulf Cooperation Council, this will be viewed as yet another layer of uncertainty in an already volatile market. Industry insiders acknowledge that these surcharges—five percent on second homes and two percent for non-UK residents—will likely persist, further complicating the income calculus for buyers from the region, who already face high transaction costs. Rather than encouraging investment, these measures threaten to deter the very foreign capital that benefits the UK’s housing sector.
Rather than fostering stability, the government’s push for a new property sales tax on homes sold for over half a million pounds risks creating market friction. Levied on sellers rather than buyers, this tax—proposed at rates around 0.54% to 0.81%—would disproportionately impact middle- and upper-tier transactions, slowing down housing turnover and stifling mobility. It all points to a government more interested in extracting revenue than addressing the fundamental issues of housing supply and affordability. The current market, already strained by soaring stamp duty obligations, will only suffer further as transaction costs climb, discouraging progress and discouraging genuine homeownership.
Additional plans such as capital gains tax on primary residences introduce yet another penalty for homeowners—particularly older, wealthier individuals—transforming what has traditionally been a safe asset into a potential liability. The proposed annual local property tax based on market value promises to raise levies in high-value regions like London and the South East, hitting homeowners hard when they’re least able to bear it. Critics should be wary: these measures risk turning homeowners into nothing more than tax collectors for an increasingly bureaucratic state, further discouraging investment and undermining confidence in the housing market’s stability.
The broader impact of these reforms cannot be overstated. While the government clings to the idea that these measures will fund “modernisation,” they ignore the fact that such policies threaten to push home ownership further out of reach for ordinary families and deterring international investment that sustains the market. With evidence already showing that increased housing taxes lead to rising rents and a slowdown in market fluidity, these proposals will likely exacerbate the very problems they aim to solve.
It’s time for true leadership—one that prioritises reform over revenue, stability over chaos. Instead of heavy-handed taxes disguised as “growth strategies,” the government should focus on delivering real solutions to the housing crisis. Far from being a tool for economic revival, these plans risk turning Britain’s property market into a perpetual cash cow for an out-of-touch administration, while everyday homeowners foot the bill. The message is clear: the priority should be empowering homeowners and investors, not punishing them. Yet, under these proposals, it seems the government is more interested in squeezing every last penny than creating a fair, sustainable housing market.
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