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By DANNY PARISI

The tax reform bill passed by Congress late last year is poised to have an effect on the country's luxury real estate
industry as buyers consider moving across state lines to deal with tax rate changes.

A report from Redfin found that 38 percent of prospective home buyers cited high taxes as the primary economic
concern that would shape their purchasing decisions. Now that the law has been passed, these concerns may
diminish for more affluent customers while increasing for those less well off.

"T ight credit, lack of inventory and high demand are the major factors that tell us there's no housing bubble, despite
rapid price increases," said Nela Richardson, chief economist at Redfin, Seattle. "There are still many more buyers
than the current housing supply can support, with no major relief in sight.

"Strict lending regulations make it much harder to buy a house you can't afford than during the housing boom a
decade ago," she said. "Finally, still-low interest rates somewhat offset high prices for some buyers."

Tax breaks
The real estate market is one of the more delicate ones that luxury consumers deal with, as it is  highly susceptible to
the fluctuations caused by changing laws, regulations and the status of the economy.

With the passing of the sweeping tax reform late last year, it was inevitable that soon the real estate market would
begin to feel the effects.
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Redfin's average home price chart. Image credit: Redfin.

Redfin reported that last year, taxes were the primary economic concern that influenced buyers' decisions,
particularly about which states they decide to purchase property in and how they plan to spend their money.

Similarly, real estate broker Tony L. Smith found that buyers are leaving Massachusetts, which has a property tax of
nearly $10,000, for Florida, whose property tax is around $2,000 less.

Seventy-seven percent of respondents to Redfin also said that they expect housing prices in their area to rise over the
next year.

The Republican-approved tax plan would lighten the tax load for many of the country's wealthiest people while
placing a heavier burden on poor Americans. This could potentially lead to an upswing in luxury real estate
purchases as the richest Americans will have even more money to play with.

Global real estate
The controversial United States tax bill passed by Congress last month has given the country's luxury business a
serious boost, according to Savigny Partners.

The Savigny Luxury Index saw a 3 percent bump in December following the passage of the new tax bill, which
critics feel has been designed to give more money to the wealthiest U.S. citizens. With more money and lower taxes,
luxury investors are celebrating and the U.S. luxury industry felt the effects (see story).

This has led to a boost in luxury real estate but not every part of the country experienced that growth. As the luxury
real estate market begins to recover from a slow run, San Francisco is still struggling with the largest decline of the
year.
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The last quarter of 2017 saw 7 percent growth in luxury home prices, fueled by an increase in demand, stock market
gains and finally a shrink in demand, according to a report from Redfin. While in the recent past the luxury real
estate market was plagued by an overabundance of listings, on-the-market properties priced for more than $1 million
saw a 23.8 percent drop (see story).

Outside the U.S., political uncertainty has played a major role in the real estate market of the United Kingdom. Prices
for prime country homes in England and Wales rose a mere 0.4 percent during 2017, according to data from Knight
Frank.
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Despite a rising demand for properties, there is not sufficient inventory on the market to meet consumer interest in
prime country real estate. The number of listings priced at more than 1 million pounds or $1.3 million in Britain and
Wales, excluding London, fell 6.8 percent in the year so far (see story).

As buyers flock away from high-tax states and towards those that are more forgiving for the wealthiest real estate
owners, luxury real estate will likely experience an overall period of growth in light of the tax break given to the rich.
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