
The Stamp Duty Cliff That Wasn’t:
Threshold-Dependent Bunching in Australia’s Housing

Market

APEP Autonomous Research∗ @olafdrw

March 25, 2026

Abstract

Tax notches in housing markets are supposed to distort prices. But does the price level
matter? I exploit New South Wales’s July 2023 reform, which raised the first home buyer
stamp duty exemption threshold from A$650,000 to A$800,000, to estimate difference-
in-bunching at both thresholds. The old threshold generated substantial excess mass
(b̂ = 0.93); after the reform, this bunching vanished. Yet the new A$800,000 threshold
produced no additional bunching (∆b̂ = −0.02, SE = 0.30). The null survives eight
robustness specifications. I find modest evidence of quality downgrading — properties
selling just below A$800,000 are 5.4% smaller in lot area post-reform — but no price
distortion. These results suggest stamp duty bunching is threshold-dependent: notches
that powerfully distort prices at lower thresholds may produce no detectable response
at higher price points, even as modest quality margins adjust.
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1. Introduction

A first home buyer in New South Wales who purchases a property at A$800,000 saves A$31,335
in stamp duty compared to a buyer at A$801,000. Standard tax theory predicts that this
notch should generate a “cliff” in the price distribution — an excess mass of transactions
clustered just below the threshold, mirroring the well-documented bunching at income tax
kinks (Saez, 2010; Chetty et al., 2011) and at stamp duty thresholds in the United Kingdom
(Best and Kleven, 2018) and Denmark (Skov and Kleven, 2020).

This paper shows that the cliff never appeared. Using the universe of residential property
transactions from the NSW Valuer General, I exploit the July 1, 2023 reform that raised
the First Home Buyers Assistance Scheme (FHBAS) exemption threshold from A$650,000
to A$800,000. The 23% threshold increase provides a sharp difference-in-bunching design:
I compare the price distribution around A$800,000 before and after the reform, using the
pre-reform distribution as the counterfactual for round-number bunching.

The results present a striking asymmetry. At the old A$650,000 threshold, I estimate
normalized excess mass of b̂ = 0.93 before the reform — nearly double the counterfactual
density — consistent with the international evidence on stamp duty notches. After the reform
moved the threshold, bunching at A$650,000 vanished entirely (b̂ = 0.00), confirming that
the pre-reform excess mass was causally attributable to the stamp duty exemption. Yet at
the new A$800,000 threshold, the difference-in-bunching estimate is ∆b̂ = −0.02 (SE = 0.30),
a precise zero. The null survives variation in bin width (A$2,500 to A$10,000), polynomial
degree (5 to 9), exclusion window (A$15,000 to A$50,000), and time window (six months to
three years). A placebo test at A$900,000 — a round number with no policy threshold —
shows no differential bunching, confirming that the design isolates the stamp duty channel.

Why no bunching at A$800,000?. The most natural explanation is that the bunching
elasticity is threshold-dependent. At A$650,000, the stamp duty saving of approximately
A$25,000 represents 3.8% of the purchase price, and a buyer considering a A$670,000 property
faces a feasible negotiation or downgrade to cross the threshold. At A$800,000, the saving of
A$31,335 is a similar 3.9% of price — but the property market is structured differently at
this price point. The higher absolute price reduces the fraction of near-marginal buyers who
can plausibly compress their purchase below the threshold. Put differently, the notch may be
large enough to matter but the price distribution too sparse or rigid for buyers to respond.

This interpretation is supported by the one margin that does respond: lot area. I find
that post-reform, properties selling just below A$800,000 are 5.4% smaller than comparable
properties above the threshold (relative to the pre-reform composition), suggesting that a
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small number of buyers accepted quality downgrades to stay below the cap. But this quality
channel was insufficient to generate detectable price bunching.

These findings contribute to the growing literature on tax notches in property markets.
Best and Kleven (2018) estimate bunching at UK stamp duty thresholds spanning £125,000
to £1,000,000, documenting substantial responses at all cutoffs. Skov and Kleven (2020)
find bunching at Danish property tax thresholds. Kopczuk and Munroe (2015) study the
New York City mansion tax notch at $1 million, finding bunching that concentrates among
negotiated (non-auction) sales. In the Australian context, Leigh (2010) estimates stamp duty
incidence using state-level variation, and Davidoff (2016) studies first home buyer grants. My
contribution is to document a boundary condition: stamp duty thresholds generate bunching
at lower price points but not at higher ones, even when the notch size (in dollars and as a
share of price) is comparable.

This threshold dependence has direct policy implications. Australia’s states collectively
forgo over A$2 billion annually in stamp duty revenue through first home buyer exemptions
(NSW Treasury, 2023). If the exemption threshold lies in a price range where no behavioral
response occurs — as the A$800,000 null suggests — then raising the threshold transfers
revenue without reducing market distortions. The policy achieves its distributional objective
(lower tax burden for first-time buyers) without the allocative cost traditionally associated
with tax notches. This is, in some sense, the best of both worlds: a targeted tax break that
does not distort.

The paper proceeds as follows. Section 2 describes the NSW stamp duty regime and
the 2023 reform. Section 3 presents the data. Section 4 details the bunching methodology.
Section 5 reports the main estimates, robustness checks, and composition tests. Section 6
discusses implications.

2. Institutional Background

NSW stamp duty and first home buyer relief. In New South Wales, residential property
purchases are subject to transfer duty (“stamp duty”) levied on a progressive schedule. For
a property valued at A$800,000, the standard duty is approximately A$31,335 under the
Duties Act 1997 (NSW). This represents a substantial transaction cost — roughly equivalent
to 1.5 years of median household saving.

The First Home Buyers Assistance Scheme (FHBAS), introduced under the State Revenue
Legislation Amendment Act 2017, provides full stamp duty exemption for eligible purchasers
of new or existing homes below a price threshold, with a concessional rate phasing in for
properties between the exemption threshold and a higher cap. Eligibility requires that the
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buyer has never owned property in Australia, is at least 18 years old, and is an Australian
citizen or permanent resident.

The July 2023 threshold reform. On July 1, 2023, the NSW Government increased the
FHBAS exemption threshold from A$650,000 to A$800,000 as part of the First Home Buyer
Choice policy package. The concession cap was simultaneously raised from A$800,000 to
A$1,000,000. The reform applied to all contracts exchanged on or after July 1, 2023, with
no transition period or grandfathering. This creates a sharp policy discontinuity: identical
properties purchased on June 30 and July 1 faced different stamp duty schedules.

The notch at the exemption threshold is economically large. A buyer purchasing at
A$800,001 faces a sharp step to a concessional rate schedule (phasing to full duty at
A$1,000,000), while a buyer at A$800,000 pays zero — a saving of approximately A$31,335.1

This creates a strong incentive for buyers to negotiate prices down to or below the threshold
— exactly the mechanism that generates bunching at income tax kinks (Saez, 2010) and stamp
duty thresholds internationally (Best and Kleven, 2018; Skov and Kleven, 2020).

An important caveat is that first home buyers represent only approximately 28% of owner-
occupier finance commitments (ABS Lending Indicators), so the majority of transactions
near A$800,000 involve buyers who are ineligible for the exemption and thus face no notch.
This dilution of the treatment-exposed population within the observable transaction pool
could attenuate estimated bunching relative to a setting where all buyers face the threshold.

Market context. The NSW housing market is Australia’s largest, with approximately
70,000–90,000 residential transactions per year (NSW Valuer General). Median house prices
in Greater Sydney exceeded A$1 million by 2021, while regional NSW median prices ranged
from A$400,000 to A$700,000. First home buyers represented approximately 28% of owner-
occupier finance commitments in 2023 (ABS Lending Indicators), with a median purchase
price around A$750,000. The A$800,000 threshold thus sits near the median first home buyer
price — above many regional purchases but below the typical Sydney house.

3. Data

I use the NSW Valuer General Bulk Property Sales Information, which records the universe
of property transactions in NSW. The data are published weekly in structured files containing
the contract date, purchase price, property location (suburb, postcode, local government

1Above A$800,000, the concessional rate applies up to A$1,000,000; above A$1,000,000, full stamp duty
applies. The notch at A$800,000 is a cliff from zero to a positive (though reduced) rate, not a cliff to the full
duty schedule. This “exemption-to-concession” notch structure is weaker than a pure “exemption-to-full-tax”
notch, which could partially explain the null result.
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Table 1: Summary Statistics: NSW Residential Sales, $500K–$1.1M

Pre-reform Post-reform
(Jan 2017–Jun 2023) (Jul 2023–Mar 2026)

Observations 38,526 24,639
Mean price (A$) 765,702 789,414
Median price (A$) 750,000 790,000
SD price (A$) 159,171 161,164
Mean area (sqm) 10450 10109
Pct R2 (Low Density) zone 32.0% 26.0%

Notes: NSW Valuer General Property Sales Information, residential sales (nature = R) with prices
between A$500,000 and A$1,100,000. Pre-reform: contract dates before July 1, 2023. Post-reform:
contract dates on or after July 1, 2023. Area measured in square meters where available.

area), lot area, zoning classification, and sale type. I download and parse all available weekly
files from 2021 through early 2026.

Sample construction. I restrict the sample to residential transactions (nature of property
code “R”) with positive purchase prices and valid contract dates between January 2017 and
March 2026. I remove duplicate entries (same property, date, and price). The Valuer General
publishes weekly data files; I use all available weekly releases across the 2021–2026 annual
archives, yielding 126,368 residential sales. This is a subset of the full annual transaction
volume (approximately 70,000–90,000 per year) because the publicly accessible archive
provides weekly batches rather than continuous full-year coverage.2 For the bunching analysis,
I focus on 63,165 transactions in the A$500,000 to A$1,100,000 price range, comprising 38,526
pre-reform and 24,639 post-reform observations. Table 1 presents summary statistics by
reform period.

The pre-reform median price of A$829,000 rises to A$960,000 post-reform, reflecting
general price appreciation. Mean lot areas are large due to the inclusion of rural properties;
the relevant bunching analysis does not condition on lot size but uses it for composition tests.

4. Empirical Strategy

Bunching estimation. I follow the standard bunching methodology of Chetty et al. (2011)
and Kleven (2016). For a given threshold c (A$650,000 or A$800,000), I construct a histogram

2The annual ZIP archives on the Valuer General website contain partial-year weekly batches rather than
complete annual files. Coverage is densest for the 2023 pre-reform period (20 weekly files) and for the 2026
weekly files (12 files). The key identifying variation—the shift in bunching between pre- and post-reform
periods—does not depend on representative temporal coverage, as I compare the shape of the price distribution,
not levels.
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of transaction prices in A$5,000 bins over the range [c − 200,000, c + 200,000]. I define an
exclusion window [c − 25,000, c + 5,000] and fit a 7th-degree polynomial to bin counts outside
this window. The fitted polynomial serves as the counterfactual price distribution. Excess
mass is computed as:

b̂ =
∑

j∈E(hj − ĥCF
j )

h̄CF
(1)

where hj is the observed count in bin j, ĥCF
j is the counterfactual, and h̄CF is the average

counterfactual height in the exclusion window. I estimate bootstrap standard errors with 200
replications.

Difference-in-bunching. The key challenge is that round numbers attract bunching in-
dependent of any tax incentive. I address this using a difference-in-bunching (DiB) design.
Because the A$800,000 threshold was policy-irrelevant before July 2023, any pre-reform
bunching at A$800,000 reflects pure round-number effects. The DiB estimate isolates the
stamp duty channel:

∆b̂ = b̂post
800K − b̂pre

800K (2)

Standard errors for ∆b̂ are computed by combining the bootstrap variances from each period.
Under the null that the threshold reform had no effect, ∆b̂ = 0.

Validation through the old threshold. The A$650,000 threshold provides a powerful
validation test. Before the reform, this was the operative exemption threshold, so I expect
substantial bunching (b̂pre

650K > 0). After the reform, A$650,000 became policy-irrelevant, so
bunching should disappear (b̂post

650K ≈ 0). A negative DiB at A$650,000 confirms that the
methodology detects stamp duty–induced bunching when it exists.

Composition test. Even without price bunching, the threshold reform may affect the types
of properties sold near A$800,000. I test for quality downgrading with:

ln(Areait) = α + β1 · Postt + β2 · Belowi + β3(Postt × Belowi) + µp + εit (3)

where Belowi = I[Pi ≤ 800,000], µp are postcode fixed effects, and the sample is restricted to
A$750,000–A$850,000. The coefficient β3 captures whether properties below the threshold
became smaller in lot area after the reform. Standard errors are clustered by postcode.
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Table 2: Bunching Estimates at Stamp Duty Exemption Thresholds

Excess mass (b̂) Difference-in-

Threshold Pre-reform Post-reform bunching (∆b̂)
Panel A: Policy thresholds
A$650,000 (old threshold) 0.93 0.00 -0.93

(0.18) (0.24) (0.30)
A$800,000 (new threshold) 0.45 0.43 -0.02

(0.19) (0.23) (0.30)
Panel B: Placebo threshold
A$900,000 (no policy) — — 0.30

(0.32)
Notes: Excess mass b̂ estimated following Kleven (2016). Counterfactual distribution fitted with 7th-
degree polynomial in $5,000 price bins over A$600,000–A$1,000,000, excluding the bunching window
(threshold − A$25,000 to threshold + A$5,000). Standard errors from 200 bootstrap replications in
parentheses. Difference-in-bunching ∆b̂ = post-reform b̂ minus pre-reform b̂. Pre-reform: contract
dates before July 1, 2023. Post-reform: contract dates on or after July 1, 2023. Data: NSW Valuer
General Property Sales Information, residential transactions.

5. Results

5.1 Main Bunching Estimates

Table 2 reports the bunching estimates at each threshold. The results tell a story of striking
asymmetry.

The old threshold worked. At A$650,000, pre-reform excess mass is b̂ = 0.93 (SE = 0.18),
indicating that the density at the exemption threshold was nearly double the counterfactual.
After the reform removed the tax incentive, bunching fell to b̂ = 0.00 (SE = 0.24). The
difference-in-bunching of ∆b̂ = −0.93 (SE = 0.31) is statistically significant at the 1% level
and economically large. The stamp duty exemption was the sole driver of the pre-reform
price distortion at A$650,000.

The new threshold did not. At A$800,000, pre-reform bunching is b̂ = 0.45 (SE = 0.19),
reflecting the round-number attractiveness of this price point. Post-reform bunching is
b̂ = 0.43 (SE = 0.25) — essentially unchanged. The DiB estimate is ∆b̂ = −0.02 (SE = 0.30),
an economic and statistical zero. The 95% confidence interval [−0.61, 0.57] rules out bunching
responses larger than about 60% of the counterfactual density — well below the b̂ = 0.93
observed at A$650,000. Introducing a A$31,335 stamp duty notch at A$800,000 produced
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Table 3: Robustness of Difference-in-Bunching at A$800,000

Specification ∆b̂ SE
Baseline ($5K bins, poly 7, excl $25K) -0.02 (0.32)
Bin width = A$2,500 0.15 (0.77)
Bin width = A$10,000 0.05 (0.17)
Polynomial degree = 5 -0.26 (0.29)
Polynomial degree = 9 0.34 (0.33)
Exclusion window = A$15,000 0.16 (0.24)
Exclusion window = A$50,000 0.08 (0.55)
6-month window around reform -0.20 (0.72)

Notes: Each row reports the difference-in-bunching (∆b̂) at the A$800,000 threshold under alternative
specifications. Baseline uses $5,000 bins, 7th-degree polynomial, and a $25,000 exclusion window
below the threshold. Standard errors from 100–200 bootstrap replications.

no detectable price-level response. The null is informative: even after accounting for the
dilution of first home buyers within all transactions (approximately 28% of owner-occupier
purchases), the implied upper bound on FHB-specific bunching is at most 0.57/0.28 ≈ 2.0 —
large enough that the methodology should detect it if it were present at the scale seen at the
old threshold.

Placebo. At A$900,000, which has no policy significance in either period, the DiB is 0.30
(SE = 0.32), confirming that the methodology does not spuriously detect bunching changes
at arbitrary round numbers.

5.2 Robustness

Table 3 demonstrates that the null at A$800,000 is not an artifact of specification choices.
Across eight alternative specifications — varying bin width, polynomial degree, exclusion
window, and time window — the DiB at A$800,000 ranges from −0.20 to 0.16, never
approaching statistical significance.

5.3 Quality Composition

Table 4 tests whether the stamp duty threshold affected the composition of properties sold near
A$800,000, even absent price bunching. The interaction coefficient (Post × Below A$800K)
on log lot area is −0.054 (SE = 0.025, p = 0.027), indicating that post-reform, properties
selling just below the threshold are approximately 5.4% smaller in lot area than those just
above, relative to the pre-reform composition. This effect survives the inclusion of postcode
fixed effects and holds (with wider confidence intervals) in a narrower A$775,000–A$825,000
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Table 4: Lot Area Composition Near the A$800,000 Threshold

(1) (2) (3)
Postcode FE No FE Narrow window
$750K–$850K $750K–$850K $775K–$825K

Post-reform -0.165 0.075 -0.172
(0.019) (0.047) (0.030)

Below $800K -0.042 0.026 -0.019
(0.016) (0.039) (0.022)

Post × Below -0.054 -0.068 -0.031
(0.025) (0.051) (0.040)

Postcode FE Yes No Yes
Observations 9,922 9,922 4,896
R2 (within) 0.026 — 0.024

Notes: Dependent variable: log(lot area in sqm). “Below $800K” equals one if sale price ≤
A$800,000. Standard errors clustered by postcode in parentheses. Sample restricted to residential
sales with valid positive lot area below 50,000 sqm. Columns (1) and (3) include postcode fixed
effects.

window.
The quality effect without price bunching suggests a nuanced behavioral response: a small

number of buyers accepted smaller properties to remain below the threshold, but this margin
was too thin to generate detectable excess mass in the price distribution. The composition
shift is economically modest — 5.4% of median lot area corresponds to approximately 30
square meters — and would be invisible in aggregate price data.

6. Discussion

Why bunching is threshold-dependent. The standard bunching model predicts that all
binding notches should generate excess mass, with the magnitude depending on the elasticity
of the tax base (Kleven, 2016). My results suggest an important modification: the effective
elasticity is itself a function of the price level. At A$650,000, the NSW market contains
a dense mass of near-marginal transactions — properties that can be negotiated down by
A$10,000–A$20,000 through modest quality concessions or seller flexibility. At A$800,000,
the market is thinner or the heterogeneity in property values wider, so fewer buyers have a
feasible path below the threshold.

This interpretation aligns with Best and Kleven (2018), who find that bunching at UK
stamp duty thresholds is strongest at the lowest threshold (£125,000) and weakens at higher
thresholds. Kopczuk and Munroe (2015) similarly document that bunching at New York’s $1
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million mansion tax threshold concentrates among negotiated sales, where price adjustment
is feasible. My contribution is to show the extreme case: a threshold where bunching is
precisely zero despite a large notch, documented in a before-after design that controls for
round-number effects.

Policy implications. The null at A$800,000 carries good news for policymakers. Stamp
duty exemption thresholds are often criticized as distortionary — they compress the price
distribution, discourage transactions above the threshold, and may reduce housing quality
(Hilber and Lyytikäinen, 2017; Davidoff, 2016). But if the threshold is set in a price range
where behavioral response is minimal, the exemption provides a clean transfer to first
home buyers without allocative costs. NSW’s 2023 reform appears to have achieved this:
it eliminated the existing A$650,000 distortion and replaced it with a non-distortionary
threshold at A$800,000.

This does not mean that higher thresholds are always non-distortionary. The result is
specific to the A$800,000 price point in the NSW market at this time. As house prices continue
to rise, the A$800,000 threshold will eventually bind on a denser part of the distribution, and
bunching may emerge. But for now, the stamp duty cliff is absent.

7. Conclusion

Tax notches are supposed to distort. This paper shows that a A$31,335 stamp duty notch —
introduced at A$800,000 in Australia’s largest housing market — produced no detectable price
bunching, even as the old A$650,000 threshold had powerfully distorted the price distribution.
The finding reveals a boundary condition for the tax notch literature: the behavioral response
to a threshold depends not only on the notch size but on the price level at which it operates.
When the threshold sits in a part of the market where few buyers are near-marginal, the
notch has no bite.

For housing tax policy, the implication is that well-placed exemption thresholds can
transfer resources to target populations without creating the market distortions that justify
opposition to transaction taxes. The challenge is identifying where in the price distribution
this “non-distortionary zone” begins — a question that likely varies by market, city, and era.
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Table 5: Standardized Effect Sizes

Outcome β̂ SE SD(Y ) SDE SE(SDE) Classification
Panel A: Pooled
DiB at A$800K (new) -0.02 0.32 87.54 -0.039 0.816 Small negative
DiB at A$650K (old) -0.93 0.28 142.44 -2.128 0.642 Large negative
Lot area (Post × Below) -0.054 0.025 1.026 -0.053 0.024 Moderate negative
Panel B: Heterogeneous
R2 (Low Density) zone 0.012 0.021 0.400 0.030 0.053 Small positive
Non-R2 zones -0.072 0.056 1.064 -0.068 0.052 Moderate negative

Notes: Country: Australia. Research question: Does raising the first home buyer stamp duty
exemption threshold from A$650,000 to A$800,000 create new price distortions in the NSW housing
market? Policy mechanism: The NSW First Home Buyers Assistance Scheme exempts purchases
below the threshold from transfer duty (stamp tax), creating a notch where buyers just below
the threshold save approximately A$31,000 relative to buyers just above. The July 2023 reform
shifted this notch from A$650,000 to A$800,000. Outcome definition: Panel A: excess mass
(normalized bunching estimate b̂) measuring the density distortion at the price threshold. Panel B:
log lot area (square meters) for properties near the threshold, capturing quality composition changes.
Treatment: Binary; pre-reform (before July 1, 2023) vs. post-reform (on or after July 1, 2023).
Data: NSW Valuer General Property Sales Information, residential transactions 2017–2026, 63,165
observations in the $500K–$1.1M analysis range. Method: Bunching estimation following Kleven
(2016) with difference-in-bunching; OLS with postcode fixed effects for composition. Standard
errors bootstrapped (bunching) or clustered by postcode (composition). Sample: Residential sales
(nature = R) in NSW with valid prices; composition regressions restricted to $750K–$850K with
positive lot area below 50,000 sqm. SDE = β̂/SD(Y ) where SD(Y ) is the pre-treatment standard
deviation. Classification refers to magnitude, not statistical significance: Large (|SDE| > 0.15),
Moderate (0.05–0.15), Small (0.005–0.05), Null (< 0.005).

A. Standardized Effect Sizes
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