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This note complements the ‘O and A’ dealing with common questions on the property tax proposal
initially explained in a brief article in August 2025 in the Financial Times (see my longer article for
more detail on the proposal). This note examines the expected tax revenues from implementing my
property tax proposal, using a range of possible assumptions. These revenue estimates are compared
with estimates of current council tax revenues from band G and H properties.

My complementary policy suggestion of cutting stamp duty to a maximum rate of 5%, but retaining
current allowances, is discussed in Question 14 in the accompanying Q & A document (also
summarised in the conclusions).

Estimates of current council tax revenue for bands G and H in England.

To estimate the current council tax revenue for bands G and H in England, we first estimate
the total revenue for England in 2025-26, after accounting for discounts, premia and council
tax support payments. This estimate is £43.40 billion. This figure comes from applying the
OBR’s estimated growth rate of 5.2% for 2025-26 UK council tax revenue to the previous
year’s revenue (of £41.24 billion for England).

Then we need to apply shares of total revenue that come from bands G and H to the total of
£43.40 billion from all bands. These shares are 7.265% for band G and 1.46 % from band H,
taken from Table 1.32 in the local authority spreadsheet in the council tax base for 2024-5
(based on the number of band D equivalent properties). This gives an estimate of £3.15 billion
revenue from band G and £0.63 billion revenue from band H in England.

Estimates of average property values in bands G and H.
The following statistics and facts are needed for the estimation.

First, we require the numbers and location of G and H band properties. This can be seen in
Table 1, constructed using ONS data.

! The author is Professor of Economics at Nuffield College and Co-Director of Macroeconomics and Finance at
the Institute for New Economic Thinking, Oxford. The author is grateful to Michael Dent of PropertyData.co.uk
for extensive transactions-based estimates of property values in bands G and H, and for discussion. He is grateful
to Janine Aron for invaluable help. The author responsibility for the interpretations and alternative assumptions.
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Table 1: Numbers and location of bands G and H properties in England

Percentage situated in:

BAND | No of properties in band London and the The South, incl. the East
Southeast (SE) of England (EE) and the
Southwest (SW).
G 908,580 53.9% 75.4%
H 153,940 70.5% 85.6%

Source: ONS Table CTSOP1.0 referring to England in 2024.

One approach to revaluing these properties is to apply regional house price indices to the 1991
band thresholds. Since April 1991, when the council tax bands were set, house price indices
have risen the most in London, followed by the SE, EE and SW. This suggests that over 90%
of total value in band H would now be in the South (defined as London plus SE plus EE plus
SW). For example, London homes valued at £160,000 in 1991, if repriced (using the house
price index for London) to the Spring of 2025, would today be worth around £1.14 million
(though with local variation around that within London). By contrast, in the Northeast, homes
valued at £160,000 in 1991, would today be worth only around £630,000.

Consider band G properties. In principle, we could reprice the £160,000 to £320,000 price
bracket that defined the band in 1991 to current prices and then attempt to find the average.
The average home, worth £160,000 in 1991, using the number of band G properties in each
region to weight each region’s appreciation, would now be worth £957,000, while a £320,000
home priced in 1991 would now be worth £1.914 million. As the price indices used are for all
property types, it seems likely that price indices most relevant to band G would have risen
more, given global factors such as low interest rates and the resulting search for yield by
investors. It seems likely therefore that the £957,000 to £1.914 million figures for the band G
range are somewhat of an underestimate.? Leaving that aside, consider what the average value
is likely to be within that range. While the mid-point of that range is £1.436 million, the average
will be below the mid-point as there are more properties below the mid-point than above it.
Examining recent SDLT transactions in the ranges, where the upper end is twice the lower, of
£500,000 to £1 million and £1 million to £2 million, suggests a mean that is around 92% of the
mid-point for the range £957,000 to £1.914 million. That would imply an average band G home
in England is now worth £1.32 million.

An alternative estimate has been prepared by Michael Dent. He examined the last 18 months
of Land Registry transactions for each region and matched the majority of transactions to the
correct council tax band in the Valuation Office Agency data. Based on 18,522 band G
transactions, he estimates an average price for transacted properties in this band of £1.28
million.? This is a little below my estimate of £1.32 million, though mine is itself probably an
underestimate, as argued above. A possible reason for why his transactions-based figure is
likely to be downward biased is discussed further below.

Turning now to band H properties, these estimates are more difficult to make as we have little
accurate information on the prices of the stock of properties that would have been worth more

2 Though the bottom of the range would be lower in the Northeast but higher in London.

3 For 16% of transacted properties, the address register for the Land Registry could not be matched with the
address register for council tax. The average price of unmatched properties was 8.5% higher than for those
matched. This suggests a slight upward adjustment to £1.28 million for the overall average from the average of
the successfully matched properties (£1.26 million).
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than £320,000, priced at 1991 prices. However, Michael Dent of PropertyData.co.uk has
estimated an average transactions price in the last 18 months for sold properties in band H
properties in England from Land Registry data. This average price is £3.36 million, based on
2975 transactions (around 76% of these were in London and the SE).

Table 2: Estimates from transactions of average prices of properties in bands G and H in England

BAND Average estimated Approx. percentage of these
value properties in London and the SE
G £1.28 million 57%
H £3.36 million 76%

Source: From PropertyData.co.uk, based on transactions in the last 18 months.

Estimates of tax revenue based on transactions data on valuations: with a proportional tax.

According to council tax data, 17% of homes in band G are estimated to be second homes. A
few more percent are likely to be foreign-owned primary residences, making about 20% of the
908,580 properties in band G, subject to the greater 1% tax rate. I assume there is no difference
in the average price between ownership types. For the 80% which are primary, domestically
owned properties, a 0.5% tax rate raises revenue of £4.65 billion from band G. For the 20%
which are second and/or foreign-owned in band G, a 1% tax raises £1.94 billion. Then the total
revenue from both ownership types is £6.98 billion, a gain of £3.83 billion above council tax,
see Table 3

Table 3: Estimating revenue (£ billions) from the property tax proposal on bands G and H in England

1 2 3 4 5
Apply a 0.5% | Apply a 1% tax Sum of Council tax revenue| Extra tax raised
tax to primary | for 2nd homes | columns I and 2 |(projected) for bands| over current
BAND | properties in and foreign- G and H (2025/26) Council tax
each band owned homes* revenue**
Revenue in £ billions

G 4.65 2.33 6.98 3.15 3.83
H 1.94 1.29 3.23 0.63 2.60
Sum 6.59 3.62 10.21 3.75 6.43

Source: Based on transactions-based average values of properties in bands G and H from Table 2.
*We assume that the average property value is the same for each type of ownership.
** Column 5 subtracts column 4 from column 3.

According to council tax data, about 12 % of properties in band H are classified as second
homes. However, Savills estimates that more than half of prime London residential property
purchases in the last decade have been by foreign buyers. It is plausible to assume that 25% of
the 153,940 band H properties in England (a higher percentage in central London, probably
lower in outer London, and lower still outside London), are second and/or foreign owned.*
These would attract a 1% tax rate. Assuming for simplicity that the transactions-based average
value of £3.36 million (Table 2) applies for all types of properties in band H, we estimate that
revenue from primary, domestically owned band H properties would be £2.33 billion and £1.29
billion for second and/or foreign owned properties, for total band H revenue of £3.23 billion,
an increase of £2.60 billion above council tax revenue, Table 3.

4 Discussions with Savills support this assumption.
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The overall revenue increase from both bands is then £6.43 billion, see summary in Table 3.

Introducing progressivity in property tax (as progressive Stamp Duty is reduced).

My view is that it does not make sense to eliminate the most progressive end of the Stamp Duty
regime without also introducing a progressive element in the property tax regime, for example,
by applying higher rates on the part of property values above £3 million.

Michael Dent’s transactions data provide a first shot at estimating the gain in revenue that could
come from adding such a progressive element. He estimates that 35.2% of band H properties
in his sample were priced at £3 million or more, with an average price of £5.87 million. The
residual 64.8% of transacted properties below £3 million had an average price of £1.99 million.
For band G., the corresponding figures are 98.4% below £3 million, with an average price of
£1.235 million and 1.6% above £3 million with an average price of £4.04 million.

To introduce progressivity, I make the conservative assumption that in both bands second and
foreign-owned homes have the same price distribution as domestically owned primary
residences. This means they have the same shares of homes priced under and over £3 million
and the average prices are the same for both types of ownership. I consider that a 0.5%
surcharge applies to the part of value above £3 million for both types of property ownership.
The results are shown in Table 4. The additional tax raised in band G is small, only £0.07
billion. This is not surprising since only 1.6% of transactions are found in this price range. For
band H, where over one third of transactions are in the £3+ million price range, £0.78 billion
extra comes from the surcharge. The additional revenue raised above current council tax is then
£7.28 billion.

Table 4: Estimating revenue (£ billions) when including progressivity

1 2 3 4 5
Applying the 0.5% tax| Additional revenue Council tax Extra tax raised
to primary domestic | from a progressive Sum of revenue over current
BAND residences plus /% tax| surcharge of 0.5% |columns 1 and 2| (projected) for Council tax
to secondary/foreign- (both types of bands G and H revenue™**
owned properties* ownership)** (2025/26)
Revenue in £ billions

G 6.98 0.07 7.05 3.15 3.90

H 3.23 0.78 4.01 0.63 3.38

Sum 10.21 0.85 11.06 3.75 7.28

Source: Author’s calculations using Tables 1, 2 and 3. Average values are from transactions-based average
property values.

*This column 1 is the same as column 3 of Table 3.

**The surcharge applies to the part of the value of properties above £3 million.

*#* Column 5 subtracts column 4 from column 3.

Estimates of tax revenue based on alternative valuations: with a proportional tax.
If transactions data on distributions of property values were a random sample of stock data, we

could rely on them. But they are not a random sample, creating a fundamental problem in
treating average values based on transactions data as an estimate of the average values of the
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stock of houses. This is because, with the highly progressive rates of Stamp Duty tax in recent
years, there would have been a strong disincentive for the highest value properties to be traded.
For example, in Michael Dent’s sample of 1539 band H properties sold in London in the period,
the highest price property sold at £60 million, and there was just one of these. Yet it is widely
believed that there are a significant number of properties in the London housing stock with
higher values. The implication is that transactions data significantly underestimate property
values at the upper end of the housing stock.

Another indication of the underestimation is that for the past 18 months of transactions,
classified by council tax band, using Dent’s data, there were only an estimated 2.1% of total
transactions in band G and 0.3% of total transactions in band H, although the properties in these
bands comprise 3.54% and 0.6% of the total housing stock.

Further prima facie evidence for this underestimate comes from the extensive press coverage
of the tendency for owners of expensive properties to invest in luxury basements rather than
move and incur high transactions costs, see e.g. cnn, time, barnet builders. A recent report
explains the kinds of additions to value that a luxury basement conversion can add, see property
investor. Properties such as these will have relatively low transactions frequencies. A feature
of the banding adopted by council tax is that expensive investment in a band H property will
not change its band and hence will not increase its council tax bill. It is likely therefore that the
housing stock distribution has a considerably higher percentage of very high valuations than
the transactions distribution. This is probably also true for band G properties, but to a much
lesser extent.

To consider some alternative assumptions, we replace the estimated average value of band G
properties of £1.28 million by £1.32 million as discussed above, based on adjusting the 1991
bands for house price inflation in each region. We now take £4 million as a more plausible
estimate of average band H values for primary, domestically owned properties than the
transactions-based £3.36 million, and £5 million as a more plausible average for second and
foreign-owned properties. The revised revenue estimates are shown in Table 5, with a total
revenue gain of £7.86 billion, contrasting with a gain of £6.43 billion from a proportional tax
regime based on lower transactions-based average property values.

Table 5: Estimating revenue (£ billions) when addressing under-estimates of property value

1 2 3 4 5
Apply a 0.5% tax| Apply a 1% tax Sum of Council tax revenue| Extra tax raised
to primary for 2nd homes | columns 1 and 2 |(projected) for bands|  over current
BAND |properties in each| and foreign- G and H (2025/26) Council tax
band owned homes* revenue**
Revenue in £ billions

G 4.82 2.39 7.21 3.15 4.06
H 2.48 1.92 4.40 0.63 3.77
Sum 7.30 4.31 11.61 3.75 7.86

Source: Author’s calculations using average value of £1.32 million for band G for both types of owners, £4 million
for domestically owned primary residences and £5 million for second and/or foreign owned residences in band H.
Note that this table is not based on based on transactions-based average values of properties.

*We assume that the average property value is the same for each type of ownership.

** Column 5 subtracts column 4 from column 3.
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Estimates of tax revenue based on alternative valuations: the progressive case.

Next, we consider the effect of adding a progressive element in the form of a 0.5% surcharge
on the part of property value in excess of £3 million. We now need assumptions on the
proportions of properties priced below and above £3 million for both band G and band H and
for each type of ownership. For band G, we previously had transactions-based percentages of
98.4% for the proportion below and 1.6% for the proportion above £3 million and an average
price of £1.28. We now take a slightly average higher price of £1.32 and replace the previous
estimate of the average price under £3 million of £1.235 million by £1.27 million and the
average price of the £3+ million properties of £4.04 million by £4.08 million. We assume that
98% are in the lower price range with 2% in the above £3 million price range. These are very
small adjustments for band G.

Turning to band H, we need assumptions on the average value of properties worth under £3
million and the average value of those worth over £3 million, and their respective proportions.
Previously, we had transactions-data-based estimates of £1.99 million and £5.87 million
respectively. Since we have replaced, the average value for both types properties of £3.36
million, by £4 million for domestically owned primary residences and £5 million for second
and/or foreign owned, the average value of all properties rises to £4.25 million. The new price
distribution will have both a higher mean and a longer upper tail, with a substantial increase in
the proportion of properties valued at over £3 million for both types of ownership but especially
for foreign-owned and/or second homes. For example, an assumption that 60% of domestically
primary residences are valued below £3 million at an average price of £2.25 million and that
40% are valued over £3 million with an average price of £6.625 million, is consistent with an
average value of £4 million. An assumption that 50% of foreign-owned and/or second homes
are valued below £3 million at an average value of £2.4 million and that those valued over £3
million have an average value of £7.6 million is consistent with an average value of £5 million.
With these assumptions, we can now examine the extra revenue that a progressive surcharge
might bring in. For band G, the surcharge raises £0.09 billion, but £1.27 billion for band H,
bringing total revenue to £12.97 billion, an increase above current council tax receipts from the
top two bands in England of £9.22 billion.

Table 6: Estimating revenue (£ billions) when including progressivity- based on alternative average
property values

1 2 3 4 5
Applying the 0.5% tax| Additional revenue Council tax | Extra tax raised
to primary domestic | from a progressive Sum of revenue over current
BAND residences plus /% tax| surcharge of 0.5% |columns 1 and 2| (projected) for Council tax
to secondary/foreign- (both types of bands G and H revenue™**
owned properties*® ownership)** (2025/26)
Revenue in £ billions
G 7.21 0.09 7.30 3.15 4.15
H 4.40 1.27 5.67 0.63 5.04
Sum 11.61 1.36 12.97 3.75 9.22

Source: Authors calculations using average value of £1.32 million for band G for both types of owners, £4 million
for domestically owned primary residences and £5 million for second and/or foreign owned residences in band H.
Note that this table not based on based on transactions-based average values of properties.

*This column 1 is the same as column 3 of Table 3.

**The surcharge applies to the part of the value of properties above £3 million.

**%* Column 5 subtracts column 4 from column 3.
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Conclusions

Council tax receipts from band G and H properties in England in 2025-6 are expected to be
around £3.75 billion. This note has estimated the potential revenue gains over the above from
my proposed reform to property tax of 0.5% (rising to 1% for second properties and foreign-
owned properties).

This note demonstrates additional revenue for 2025-26 relative to existing council tax:

e Applying my proposed tax, I find that the excess revenue over current council tax revenue
for band G is £3.83 billion and for band H is £2.60 billion, totalling £6.43 billion
(summarised in Table 3, with revenue split between primary, domestically owned and
second and/or foreign-owned homes). This first estimation uses transactions-based
valuations, but these data necessarily understate valuations of the housing stock.

o Also taking account of progressivity, namely, an extra 0.5% surcharge on excess of property
value above £3 million, I find that the excess over current council tax revenue for band G
rises to £3.90 billion and for band H, to £3.38 billion, totalling £7.28 billion (summarised
in Table 4 — still using understated transactions valuations of the housing stock).

e [gnoring progressivity but using more realistic valuations (from more plausible
assumptions for the average values of properties in the top two bands), I find that the excess
over current council tax revenue for band G is 4.06 billion and for band H is £3.77 billion,
totalling £7.86 billion (summarised in Table 5).

o With progressivity, and using the more realistic valuation, 1 find that the excess over
current council tax revenue for band G is £4.15 billion and for band H is £5.04 billion,
totalling £9.22 billion (summarised in Table 6).

This note has only considered England. Including Wales and Scotland should lift potential
revenue gains further but probably by rather little, as average property values are lower than in
England. There must be considerable uncertainty about average property valuations in the
range above valuations based on transactions, until a new valuation by the VOA has been
carried out. The round number tax rate assumptions of 0.5% and 1% are also subject to
refinement if policy were implemented, with an impact on estimated revenue gains.

A current loophole in the regulations allows properties undergoing renovation to be exempt
from council tax. Tightening rules around exemptions would give marginal increases in the
estimated tax.

These estimates have not taken account of my suggested discounts applied to properties with
the highest EPC ratings. This would likely not result in a significant revenue loss. Nor have the
estimates considered the revenue loss from potential credits against property tax liabilities that
could be offered to recent purchasers against their Stamp Duty tax payments at marginal rates
above 5%. These adjustments would lower estimated revenue gains somewhat.

Finally, I summarise the combined impact of my proposed reform of council tax together with
my proposed reduction of the high marginal stamp duty rates for bands G and H. In the Q &
A, Question 14 spelled out how there are major compensations to revenue outcomes even
where stamp duty revenue from bands G and H were to fall: from spill-over effects on stamp

John Muellbauer, INET, Oxford 7/8


https://www.ox.ac.uk/news/2025-08-21-expert-comment-property-wealth-tax-now-politically-feasible
https://www.ox.ac.uk/news/2025-08-21-expert-comment-property-wealth-tax-now-politically-feasible
https://www.inet.ox.ac.uk/publications/no-2025-18-b-q-a-for-britain-needs-a-wealth-tax-on-property
https://www.inet.ox.ac.uk/publications/no-2025-18-b-q-a-for-britain-needs-a-wealth-tax-on-property

duty receipts in lower banded homes; rising capital gains tax revenue from buy-to-let
properties; and increased corporation tax receipts from estate agents’ profits following the jump
in transactions. Worries are therefore misplaced that significant tax revenue losses from the
stamp duty cuts could undermine the revenue gains from the council tax reform for the top two
bands. Moreover, as argued in Question 12, for wealthy, internationally mobile non-doms
valuing flexibility, a lower stamp duty regime will make UK property more attractive - even
with higher annual property taxes. On implementation, with cuts in stamp duty rates
anticipated, transactions volumes would fall the year before, jumping sharply when the new
rates apply, more than correcting for the previous fall.

Finally, the focus on revenue consequences of the reform package should not distract from the

large medium and long-term economic gains that can be expected, as explained in my longer
article on the proposal.
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