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            Abstract
          
        

        
          This study investigates whether real estate capital gains taxation contributed to moderating housing price increases during the COVID-19 era of monetary expansion. We use the sample of 29 out of the total OECD countries from 2012 to 2022 and estimate Generalized Method of Moments (GMM) models to examine the relationship between capital gains taxes and housing price dynamics. Findings suggest that although recent tax reforms and higher relative tax burdens on real estate were associated with lower housing price growth during the COVID-19 pandemic, the effects were conditional on liquidity conditions. We specifically find that as M1 expanded, the mitigating effect of capital gains taxes diminished and was generally offset in an environment with aggressive monetary expansion. This research contributes to the literature by identifying this conditional effectiveness, showing that capital gains taxation alone does not appear to offset liquidity-driven housing booms and may even amplify short-term volatility. Lastly, findings highlight the importance of fiscal–monetary coordination during future expansionary episodes.
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