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Stamp duty: Numbers crunch shows colossal savings

Erinna Giblin

5 May 2020

One of Australia’s most-loathed taxes could be scrapped as Australian leaders

consider how best to cushion the economic blow from COVID-19. 

Stamp duty is the added cost to buying a home that many Australians baulk at, especially

for those in increasingly expensive capital city markets. But now the tax could finally be up

for review as state and federal leaders leave no stone unturned in their attempt to support

Australia’s economy post-Coronavirus.

Leaders around the country are joining in the conversation around whether or not the

unpopular levy is an efficient revenue stream for propping up the economy post COVID-

19.

NSW Treasurer wants to ‘think creatively’ about replacing stamp duty

News Lifestyle Guides Video Coronavirus

 Menu

https://www.realestate.com.au/news/
https://www.realestate.com.au/news/author/erinna-giblin/
https://www.realestate.com.au/news/slump-in-stamp-duty-revenue-fuels-calls-to-axe-the-tax/
https://sasinator.realestate.com.au/rea/adclick/FCID=1128965/viewid=1590038624502/site=rea/area=news.postpage/author=erinna-giblin/brand=null/cat=/platform=web/postname=huge-savings-for-buyers-if-stamp-duty-axed/posttags=contentx/subcategory=/subcategory2=/random=3084166056/adtype=safeframe/pos=header/size=728x90
https://www.realestate.com.au/news/
https://www.realestate.com.au/lifestyle/
https://www.realestate.com.au/advice/
https://video.realestate.com.au/
https://www.realestate.com.au/news/coronavirus/
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjstFPo4t28wk7KRBJvFpLEEcLJpdm3zaHFbXANR2O81p3ENJjfjGH968RBp5KTVeYdR9BV5TPNrJz1VunyMGayhyDj-4g4AjKGko-KHOx1JKvRQ_28UaGgvEJY5vFMMh-t3hkMn5CpIuEX9Ow6Kt2ZcJITJLyU1rid-sv5eaJfD-i-_jkTXXGNgcDAld2bXQoKHAPjeltjVc8GzwGB1A1AtnYrvsgTbTXqpWFqgyT3WrnSAaavKSVcGKcweVBRB__6H7OlCM8Yh9OJAsZvKaZgJTYA_uKT16ryJdXRnaZypDMln1BNu-WDABlcsi-wnMbIh140XXYnBt7kEJGtElwL6k5zWVtOijE27M1-n8ecYevCt9cuxWSK_dMgf3QzYI9Rbq8rFAZGzqkdQDJ6Jja6lICRLPAc06bg9w8UlYpgPxvV-3dKj66IW_Dti_0yIGqobGyQKbXLN_wsuZtuLml_LW_1F5968hH0bnC5olja-NO6yqRL8stqDer_n-TOAiLGd9dAEdTBiCtM9uuN9lYLRlmrqRtU4f3BX7AaiLWoEuHfvrSLPXspV7XHDBsNoYNQw62Od3SMJPytyTylXRaE4cqcgWfUTSb3i1E8s-LPutpcvZEtJfbmnPS88XBhrBfrTwG8EMWK3h8hfavBq3rQ3Lf7ikftutR_LjTRcxFvzHg5kabMus8My4eEyHwCdSm0SvUNQHnds5OnN1fAjK6KDHk1m3t4dZ0j_y31usCr92VB-3w8Lt7az_SulIsj4HgF5RloYj4yBSX97p5298nWU9UQybzpwkvLm1k-zXqceTbKP5OwQMtoJR4Xw8voj_wxnKryzaKxXsRmxdD1IsIxuW0usEGWpe9SkrH264NmAMWGmleIih7Rob1jxBRrHfVaLGWwxBia29_Qa01sUvz8WtXVFpY50PYGif4ZYIEI78Yk1LDuz9Er4jbAzDCwauA6ul84_FkNcYxLSLpDWFrg-Df2g849fJxm9lTufdCFO-PdGM9mOvO7ZmiIUlk-Yvw3AofXiGIDjxh9BkDzhS-yccilf-xjSmF6kzaG1jU06bGj3234Ozceitjbg&sai=AMfl-YQoq7T4DwvAnZB0KTT1mB0G-7kTFPH8FmvxpI2ROtDkgQoSD2yXuJtOM3AXDmft_Bq_IOSYWhcEkkMXYo6OogzIIP2W-AWRf9lqw_EybpCqLjQ8HqRGGWsCpqeSLD-HbNNGI4u_B6Z9iMEsGcRAVvNLLHtmTkGkb1HEplZq&sig=Cg0ArKJSzNwycpYxemb7&urlfix=1&adurl=https://www.whittakers.co.nz/en_AU/stockists/%3Futm_source%3Ddv360%26utm_medium%3Ddisplay%26utm_content%3D300x600%26utm_campaign%3Dwhittakers_jellytip_au_2020%26dclid%3D%25edclid!
https://www.realestate.com.au/


Dominic Perrottet, Treasurer in Gladys Berejiklian’s Liberal government in New South

Wales, has been touting the economic benefits of dropping the unpopular Land Transfer

Tax, AKA stamp duty, which, if abolished, would save homebuyers tens of thousands of

dollars on their next property purchase.

Homebuyers in Sydney could be enjoying a $40k boost if the NSW Treasurer has his way. Picture:

Unsplash

Mr Perrettot’s campaign against stamp duty could shave $26K off the cost of buying a

median-priced home in his state, with Sydneysiders set to save about $40K.

Featured content

Stamp duty: Australia

should "look across

the ditch" for

alternatives
1 day ago

Melbourne mid-

century homes: Lax

heritage schemes

endangering…
3 days ago

How lending practises

have tightened during

COVID-19
2 days ago

Fashion designer

Collette Dinnigan sells

Paddington property

for $1.7m
1 day ago

https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjstFPo4t28wk7KRBJvFpLEEcLJpdm3zaHFbXANR2O81p3ENJjfjGH968RBp5KTVeYdR9BV5TPNrJz1VunyMGayhyDj-4g4AjKGko-KHOx1JKvRQ_28UaGgvEJY5vFMMh-t3hkMn5CpIuEX9Ow6Kt2ZcJITJLyU1rid-sv5eaJfD-i-_jkTXXGNgcDAld2bXQoKHAPjeltjVc8GzwGB1A1AtnYrvsgTbTXqpWFqgyT3WrnSAaavKSVcGKcweVBRB__6H7OlCM8Yh9OJAsZvKaZgJTYA_uKT16ryJdXRnaZypDMln1BNu-WDABlcsi-wnMbIh140XXYnBt7kEJGtElwL6k5zWVtOijE27M1-n8ecYevCt9cuxWSK_dMgf3QzYI9Rbq8rFAZGzqkdQDJ6Jja6lICRLPAc06bg9w8UlYpgPxvV-3dKj66IW_Dti_0yIGqobGyQKbXLN_wsuZtuLml_LW_1F5968hH0bnC5olja-NO6yqRL8stqDer_n-TOAiLGd9dAEdTBiCtM9uuN9lYLRlmrqRtU4f3BX7AaiLWoEuHfvrSLPXspV7XHDBsNoYNQw62Od3SMJPytyTylXRaE4cqcgWfUTSb3i1E8s-LPutpcvZEtJfbmnPS88XBhrBfrTwG8EMWK3h8hfavBq3rQ3Lf7ikftutR_LjTRcxFvzHg5kabMus8My4eEyHwCdSm0SvUNQHnds5OnN1fAjK6KDHk1m3t4dZ0j_y31usCr92VB-3w8Lt7az_SulIsj4HgF5RloYj4yBSX97p5298nWU9UQybzpwkvLm1k-zXqceTbKP5OwQMtoJR4Xw8voj_wxnKryzaKxXsRmxdD1IsIxuW0usEGWpe9SkrH264NmAMWGmleIih7Rob1jxBRrHfVaLGWwxBia29_Qa01sUvz8WtXVFpY50PYGif4ZYIEI78Yk1LDuz9Er4jbAzDCwauA6ul84_FkNcYxLSLpDWFrg-Df2g849fJxm9lTufdCFO-PdGM9mOvO7ZmiIUlk-Yvw3AofXiGIDjxh9BkDzhS-yccilf-xjSmF6kzaG1jU06bGj3234Ozceitjbg&sai=AMfl-YQoq7T4DwvAnZB0KTT1mB0G-7kTFPH8FmvxpI2ROtDkgQoSD2yXuJtOM3AXDmft_Bq_IOSYWhcEkkMXYo6OogzIIP2W-AWRf9lqw_EybpCqLjQ8HqRGGWsCpqeSLD-HbNNGI4u_B6Z9iMEsGcRAVvNLLHtmTkGkb1HEplZq&sig=Cg0ArKJSzNwycpYxemb7&urlfix=1&adurl=https://www.whittakers.co.nz/en_AU/stockists/%3Futm_source%3Ddv360%26utm_medium%3Ddisplay%26utm_content%3D300x600%26utm_campaign%3Dwhittakers_jellytip_au_2020%26dclid%3D%25edclid!
https://www.realestate.com.au/news/a-look-at-stamp-duty-around-the-globe/?page=rea:news:post&element=traffic_driver_1|slot_1
https://www.realestate.com.au/news/melbourne-midcentury-homes-lax-heritage-schemes-endangering-important-part-of-our-history/?page=rea:news:post&element=traffic_driver_1|slot_2
https://www.realestate.com.au/news/how-lending-practises-have-tightened-during-covid-19/?page=rea:news:post&element=traffic_driver_1|slot_3
https://www.realestate.com.au/news/fashion-designer-collette-dinnigan-sells-paddington-property-for-17m/?page=rea:news:post&element=traffic_driver_1|slot_4
https://www.realestate.com.au/news/a-look-at-stamp-duty-around-the-globe/?page=rea:news:post&element=traffic_driver_1|slot_1
https://www.realestate.com.au/news/melbourne-midcentury-homes-lax-heritage-schemes-endangering-important-part-of-our-history/?page=rea:news:post&element=traffic_driver_1|slot_2
https://www.realestate.com.au/news/how-lending-practises-have-tightened-during-covid-19/?page=rea:news:post&element=traffic_driver_1|slot_3
https://www.realestate.com.au/news/fashion-designer-collette-dinnigan-sells-paddington-property-for-17m/?page=rea:news:post&element=traffic_driver_1|slot_4


Mr Perrottet told realestate.com.au Tuesday, almost every economist agrees that stamp

duty is an inefficient tax. 

“It’s a barrier to people entering the property market and changing properties to better suit

their circumstances throughout their lives,” he said. “It is also variable due to the cycles of

the property market.

Calculator: See how much stamp duty you would be paying on your purchase

“The challenge is to find an alternative which lowers the overall tax burden on people,

provides for greater choice and flexibility and ensures people who have not paid stamp

duty are not disadvantaged.

“Now is the right time for state and the Commonwealth governments to be working

together and engaging in a conversation to work out the best options.”

Replacing stamp duty has ‘in-theory’ support from the Federal Government

Stamp duty rates vary wildly from state to state, but homebuyers in Victoria and New

South Wales pay the most stamp duty. So, if the latter state, which relies heavily on this

revenue stream, decides to change its policy, it could lead to other states following suit.

https://www.realestate.com.au/home-loans/stamp-duty-calculator


Federal Treasurer, Josh Frydenberg, was positive in his responses to questions on the

subject at the National Press Club today, citing a recent report from the Productivity

Last year stamp duty delivered almost $7 billion in revenue for NSW - Australia's

priciest state for property.

Absolute value of stamp duty per state
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Commission, which found that stamp duties reduce mobility while also increasing house

prices.

He congratulated efforts being made by New South Wales and Victoria to look into

changing the “state tax mix”, but reiterated that decisions around whether or not to keep

stamp duty was very much a matter for the states to decide.

“We’ll continue to have a discussion with [New South Wales and Victoria] about a whole

range of issues, we’re meeting as treasurers every week, and certainly, in the case of Tim

Pallas and Dominic Perrottet, it is a very productive relationship about a whole range of

issues,” he said.

What does stamp duty mean for the state’s budgets?

Stamp duty is a huge revenue stream for the states, sometimes responsible for up to 22

per cent of all tax collected, so it’s fair to say the states will have to be careful when

deciding on their next move.

Realestate.com.au’s head of economic research, Cameron Kusher, said it was encouraging

to see that the New South Wales Government was seemingly becoming serious about

removing stamp duty.
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“Stamp duty is also an incredibly unreliable source of revenue for state governments. From

2017-18 to 2018-19, stamp duty revenue in New South Wales fell from $8.664 billion to

$6.875 billion, a drop of 20.6 per cent in one financial year. New South Wales’ stamp duty

revenue in 2018-19 was the lowest it had been since 2013-14.

“The impost of stamp duty also adds to the upfront cost of purchasing a property, so a

reduction in the up-front cost of purchasing is a positive development for potential

Stamp duty as a revenue driver
Stamp duty as a % of state/territory government revenue (combined)
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purchasers, and it should mean that they are able to purchase sooner.

“What is not clear from the statements by the New South Wales Treasurer is how will the

$6.875 billion in stamp duty revenue be replaced because they can’t simply forego that

money.”

What replacing stamp duty could mean for buyers

If stamp duty were to be abolished, buyers could soon find their next purchase to be

considerably more affordable.

However, that doesn’t mean they wouldn’t wear the cost.

Mr Kusher said some form of annual land tax seems the most likely alternative to stamp

duty, but its cost, operation and the changeover process is unclear.



While dumping stamp duty could impact what you can borrow, it’s not clear what this will mean

for buyers. Picture: realestate.com.au

 

“Assuming [New South Wales] wants to use a land tax, there will need to be considerations

as to how to tax land; how to manage land tax for those that have recently paid stamp

duty and; how to assist low income and pensioner households that may not be able to

afford land tax,” he said.



“Not having to pay stamp duty will presumably increase someone’s borrowing capacity so

they can afford a more expensive property. On the other hand, assuming [stamp duty] is

replaced by an annual land tax, the ongoing cost of owning a property will be higher [due

to the impost of land tax].

“You would hope people consider those trade-offs from the outset in terms of paying

more for a property versus the ongoing cost of owning that property.”
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