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The Intergenerational Foundation (www.if.org.uk) is an independent think tank 
researching fairness between generations. IF believes policy should be fair to 
all – the old, the young and those to come. 
 
Introduction: 
The Intergenerational Foundation (IF) is pleased to have the opportunity to 
respond to the public consultation on introducing a Stamp Duty Land Tax 
(SDLT) surcharge for non-resident purchasers of UK property. Since it was 
formed in 2011, IF can claim to have played an important role in leading the 
debate about intergenerational fairness in the UK – particularly with regard to 
the housing crisis, which has been one of our major areas of work – and we 
are regularly consulted by the media and policy-makers to give our expertise 
on housing and other intergenerational inequalities.  
 
We would like to make the following observations about the government’s 
plan to impose an SDLT surcharge on foreign purchasers of UK property: 
 
1. Unaffordable housing is exacerbating intergenerational inequality 
 
Housing is one of the key areas of intergenerational inequality in the UK 
today. Most parts of the UK, but especially London and the South East, have 
seen dramatic rises in house prices over the past 25 years which has 
inevitably benefited property-owners at the expense of people who do not own 
their own homes.  
 
This has huge implications for intergenerational equity because property 
owners are disproportionately likely to be older people who got on the housing 
ladder when it was still relatively affordable in the 1970s and 1980s, whereas 
because today’s young adults did not have that opportunity, they must either 
buy or rent their housing in an over-inflated housing market or live with their 
parents for much longer than was considered normal by previous generations.  
 
IF is very pleased that the overall aim of implementing this policy is to boost 
levels of homeownership among young adults, because this should go some 
way towards addressing one of the most important areas of intergenerational 
inequality in contemporary Britain. 
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2. Is this the best policy option? 
 

However, although IF is pleased that the government is so concerned about 
declining property ownership amongst young people, we would argue that the 
proposed SDLT surcharge is not necessarily the best way of making it easier 
for them to get on the housing ladder. 
 
Firstly, although there is some academic evidence that an increase in the 
proportion of properties being bought by overseas companies has inflated 
house prices in London and some other major cities1, it is still unclear how 
large their impact has been. The most generous estimate of the impact of 
overseas companies on inflating UK house prices suggests that house prices 
would have been about 19% lower in 2014 than they were if there had been 
no foreign investment at all.2 Whilst this may make it sound as though foreign 
investors had a large influence on house prices, it also indicates that other 
factors were probably much more significant in explaining Britain’s house 
price inflation over the past two decades. The figure of 19% is also based on 
a counterfactual scenario in which there were no overseas property investors 
at all, which is clearly neither practical or desirable for the UK economy, so it 
is debateable how much of this increase might actually not have happened if 
the UK had had a different property taxation regime in place. 
  
The key point is that while foreign investors are likely to have pushed up 
house prices to some extent, it is also easy to scapegoat them as the villains 
behind Britain’s housing crisis when a range of other issues have also been 
hugely significant, not least the UK’s restrictive planning system and the 
reduction in public sector housebuilding which began in the late 1970s. 
Dealing with some of these larger structural issues first, rather than imposing 
a tax penalty on overseas buyers, could do more to improve housing 
affordability for young first-time buyers. 
 
Secondly, it is also worth emphasising that the proposed surcharge on SDLT 
for foreign buyers looks quite modest, particularly in comparison to those 
which have been implemented in other countries that are attempting to reduce 
inflationary pressure on their housing markets. For example, the Australian 
states of New South Wales and South Australia levy tax surcharges of 8% 
and 7% respectively on foreign property buyers, and Hong Kong imposes 
surcharges on a sliding scale which can go up to as much as 15%. These 
policies are clearly designed to create a strong disincentive for foreign 
property investors. By contrast, given that the government’s policy would only 
add 1% to each of the existing SDLT rates, it would presumably only create a 
marginal disincentive; in other words, it would only discourage investors who 
were already coming up against their affordability constraints. It also can’t be 
ruled out that rather than investing their money elsewhere, some foreign 
investors might shift towards buying lower value properties, which might 
actually increase competition between them and first-time buyers for the same 
types of property. It is at best unclear what level of reduction in foreign 
																																																								
1 Sa, F. (2017) The Effect of Foreign Investors on Local Housing Markets: Evidence from the 
UK London: King’s College London 
2 Ibid. 
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investment in UK property would be necessary to have a meaningful impact 
on housing affordability, but it would presumably be a substantial one, and it 
seems unlikely that this reform would produce it.  
 
3. Other reforms would do more to solve the housing crisis 
 
The Intergenerational Foundation believes that a range of other reforms would 
be necessary to improve the housing affordability crisis which is currently 
being faced by young adults in the UK. As you can see from our previous 
work, we have recommended a significant increase in housebuilding 
(including making it easier for existing property owners to subdivide larger 
properties), reforms to the planning system, much more comprehensive 
reforms to how housing is taxed (which would have to look at SDLT as well as 
Council Tax and Inheritance Tax), possible incentives to make it easier for 
older homeowners to downsize into smaller accommodation which may be 
appropriate for them, and also reforms to make living in the private rented 
sector a more affordable, more secure option for young adults who can’t 
afford to buy as well.  
 
None of these options would be as straightforward as the relatively small 
tweak to SDLT which is being proposed in this consultation – and many of 
them may be unpopular with voters who already own property – but these 
more challenging reforms would be likely to have a bigger impact on the 
housing crisis.  
 
Conclusion 
We have attempted to give IF’s perspective on some of the potential benefits 
and drawbacks of implementing an SDLT surcharge on non-UK resident 
house purchasers. We would be happy to provide additional evidence if HM 
Treasury would like to hear more from us. If you would like to learn more 
about the work of the Intergenerational Foundation please contact: 
 
Liz Emerson 
Co-Founder 
Email: liz@if.org.uk 
Mobile: 07971 228823 


