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An overview of changes to residential SDLT rates and 
market trends in light of government incentives being 
withdrawn

1. Is this ongoing  
 trend sustainable? 
To date, the government has taken various steps to stimulate the economy 
including the introduction of the Stamp Duty Land Tax (SDLT) holiday. The direct 
effect of this was an exceptional bumper month of March 2021 for the numbers 
of UK housing transactions, where, according to HMRC data, the volumes of 
transactions had more than doubled, in comparison with the same time last year 
for England and Wales. 

The job retention scheme and low interest rates have also proved successful 
in providing the much needed boost to consumer confidence during the 
pandemic.  

But what can we expect going forward once these 
stimulation initiatives have been removed? 

The SDLT tax break was due to end abruptly on 31 March 2021, but has been 
further extended until 30 June, as a result of huge pressure on the government 
from the industry professionals. 

This has resulted in a staggered return approach to the previous SDLT rates up 
until the end of September 2021. 

In that staggered return period from 1 July 2021 to 30 September 2021, you 
won’t pay any SDLT on the first £250,000 of the purchase price. 
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The current SDLT Rates applicable to 30 June 2021

Up to £500,000    Zero

The next £425,000   
(the portion from £500,001 to £925,000)   5% 

The next £575,000        
(the portion from £925,001 to £1.5 million) 10%

The remaining amount               
(the portion above £1.5 million)  12%

For non-UK residents, with effect from 1 April 2021 the rates are increased by 2%. 

SDLT Rates from 1 July 2021 to 30 September 2021

Up to £250,000    Zero

The next £675,000  
(the portion from £250,001 to £925,000)         5%

The next £575,000 
 (the portion from £925,001 to £1.5 million)       10%

The remaining amount  
(the portion above £1.5 million) 12%

For non-UK residents, with effect from 1 April 2021 the rates are increased by 2%.                   

From 1 October 2021 the standard residential SDLT rates are due to return to 
normal pre- Coronavirus pandemic rates as follows: 

Up to £125,000   Zero

The next £125,000  
(the portion from £125,001 to £250,000)            2%

The next £675,000 
(the portion from £250,001 to £925,000)            5%

The next £575,000  
(the portion from £925,001 to £1.5 million)          10%

The remaining amount  
(the portion above £1.5 million)                     12%

For non-UK residents, with effect from 1 April 2021 the rates are increased by 2%. 

It would be useful at this stage to consider different types of Buyers of residential property in England. 

2. First Time Buyers 
It should be noted that First Time Buyers (who currently enjoy 0% SDLT for purchases up to £500,000) from 
1 July 2021 will pay no SDLT up to £300,000 and 5% SDLT on the portion from £300,001 to £500,000. If 
the price exceeds £500,000, the standard rules for people who’ve bought a home before will need to be 
followed, there will be no special treatment. 

First Time Buyer preferential rates are only available to UK residents. 
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3. Higher rates of SDLT for  
 additional properties 
The 3% higher rate of SDLT for purchases of additional dwellings, such as second 
homes or buy-to-let properties, is applied on top of the rates set out in the tables 
above and are set out below: 

The higher rates which currently apply until 30 June 2021 are: 

up to £500,000                                     3%

over £500,000 to £925,000                  8%

over £925,000 to £1.5 million              13%

over £1.5 million                                   15%

For non-UK residents, with effect from 1 April 2021 the rates are increased by 2%.

The higher rates from 1 July 2021 to 30 September 2021 are: 

up to £250,000                                     3%

over £250,000 to £925,000                  8%

over £925,000 to £1.5 million              13%

over £1.5 million                                   15%

For non-UK residents, with effect from 1 April 2021 the rates are increased by 2%.

The higher rates from 1 October 2021 are: 

up to £125,000                                     3%

over £125,000 to £250,000                  5%

over £250,000 to £925,000                  8%

over £925,000 to £1.5 million           3%

over £1.5 million                                   15%

For non-UK residents, with effect from 1 April 2021 the rates are increased by 2%.
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4. SDLT rates for non-UK residents
There is a 2% surcharge on residential properties in England (and Northern Ireland) bought by non-UK 
residents on or after 1 April 2021. The 2% surcharge applies on top of all other residential rates of SDLT, 
referred to above, including the higher rates for additional dwellings, buy-to-lets etc. 

It should be noted that: 

1 Individual buyers are non-UK resident in 
relation to the transaction if they are not 
present in the UK for at least 183 days during 
the 12 months before their purchase. 

2 Corporate buyers are non-UK resident if 
they are not UK resident for Corporation 
Tax purposes at the effective date of the 
transaction. Please note special rules apply to 
UK resident companies which are under the 
direct or indirect control of non-UK resident 
persons, where they may need to pay 2% 
surcharge.  

3 Trusts are generally treated as non-UK 
resident if any trustee is a non-UK resident 
under the SDLT residence tests.  
 
This rule does not apply where the trust is 
either:

• a bare trust; or 

• one in which any beneficiary is entitled to 
remain in the property for life or entitled 
to income arising from the purchased 
property. 

• In such cases, the residence status of the 
beneficiaries of the trust is used to establish 
whether the purchase is subject to the 
surcharge or not.  
 
It is worth noting that this, however, does not 
alter who is the chargeable person and who is 
liable to make a SDLT return and pay any tax 
due.  

Individual buyers may be able to claim 
a refund of the 2% surcharge if, after the 
purchase, they are present in the UK for at 
least 183 days during any continuous 365-day 
period that falls within the 2 year period:

• beginning 364 days before the effective 
date of the transaction

• ending 365 days after the effective date 
of the transaction

If the transaction has more than one buyer, 
refunds are only possible if all the buyers 
are individuals and satisfy the residence 
rule, although it’s worth pointing out that the 
continuous 365-day period can be different 
for each buyer.  

4 Transitional rules 
 
The 2% surcharge now applies to property 
purchases from 1 April 2021 subject to 
transitional rules for transactions where 
contracts have been exchanged before 11 
March 2020 but do not complete until or 
after 1 April 2021 and for contracts that are 
“substantially performed” before 1 April 2021 
but do not complete until after April 1st 2021. 
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5. Certain Corporate Bodies  
 and ‘non-natural persons’
Unless  specific reliefs apply (i.e. purchase as part of property rental 
business), a flat rate of SDLT is charged at 15% on residential properties 
costing more than £500,000 bought by certain corporate bodies or 
‘non-natural persons’. This will also attract the 2% surcharge, above, if the 
companies are classed as non-UK resident, giving rise to a significant 
total 17% SDLT tax liability. 
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6. What does the future hold? Is English  
 residential property still a viable  
 investment proposition? 
Notwithstanding the government incentives coming to an end, there remain some underlying factors which 
suggest that the economy will recover strongly, and the housing market will not suffer another slowdown 
anytime soon. 

These indicators are:

1 Interest rates - which have been historically 
low for over a decade giving long term 
perception to prospective buyers that 
borrowing is likely to remain cheap for some 
time to come. This also means that many 
lenders are offering incredibly competitive 
buy-to-let mortgage rates and a raft of new 
products, making the entire investment 
process much more accessible.  
 
Whilst this is great news for beginners looking 
to invest in English residential property, it has 
also the added attraction of ensuring that 
portfolio investors can remortgage existing 
properties at lower rates to release equity 
and, with the extra cash, leverage new 
investments.

2 Less fear over Brexit - It would appear that 
any immediate fears over sharp and hard 
Brexit have somewhat diminished now that 
Brexit has happened, and any impact of Brexit 
on the property sector is now likely to be 
experienced over a prolonged period of time 
and therefore be less immediate and alarming. 

3 Remote working and flexible living 
arrangements - the pandemic has brought a 
sudden change to the property market trends 
and provided some fresh opportunities to it. 
In particular, our way of living has changed 
and made previously unpopular locations 
now more desirable due to remote working. 
Our preference for living arrangements has 
changed too. The requirement for versatile 
space and outdoor space has undoubtly taken 
over as a main factor in deciding on a house 
purchase, rather than pure location based 
approach as was seen pre-pandemic.   
 

Many people are currently re-evaluating their 
living situation and their priorities are shifting 
with tenants looking for space, quality and 
long-term renting, especially in popular city-
centre developments and up and coming 
amenity led areas. 

4 Generation Rent – this concept is still very 
much in full swing in the UK with nearly 4 out 
of 10 ‘millennials’ still privately renting at age 
30 and with a projected third of population 
being expected to rent till their retirement. 

5 Regeneration - cities such as such as Leeds, 
Birmingham, and Manchester are currently 
flourishing and providing more alternatives to 
investors. 

6 Ongoing investment into infrastructure – this 
is a long waiting game but nevertheless 
it is worth it as it will reap rewards where 
improved connectivity, transport links, will 
increase house prices across many parts of 
the country i.e. Crossrail is set to be a game 
changer with HS2 expected to do the same 
for the Midlands.  
 
These projects are also creating vital jobs 
therefore significantly boosting the economy. 

7 House Prices - there have been positive UK 
House Price Predictions for regions outside 
of London, where the market is incredibly 
competitive but still affordable. 

8 Undersupply v. Population - the undersupply 
in the residential housing market in England 
drives demand. While this presents a big 
challenge for prospective tenants, for 
residential property investors this is a prime 
opportunity to find incredible value particularly 
that it is projected that that renters will 
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outnumber homeowners in the next 20 years 
in England and Wales.  
 
With the UK’s population forecast to reach 
74 million people in the next 20 years, this 
shift in demographics also opens up huge 
opportunities for property investment. 

9 Technology - the UK’s technology sector is 
recognised as one of the strongest in the 
world and it continues to contribute to the 
wider global economy. This in turn attracts 
tech professionals and creates vital jobs. 

10 Leading European city - the UK continues 
to be the leading choice for investors in 
the property market, led by London, which 
remains in the top of the Global Cities Index. 

11 Foreign Exchange rates – for foreign property 
investors the GBP pound sterling is still 

considered as weak which provides an 
opportunity for a longevity of the property 
investment i.e. investors can maximise the 
value of foreign exchange rates to find 
substantial savings, particularly in areas that 
are forecast to grow. 

12 Education - Oxford and Cambridge both 
continue to attract international students. In 
addition to that, big regional cities including 
Sheffield, Nottingham, Manchester, and 
Birmingham make the top 100 universities in 
the world in the education sector. 

13 Real estate transparency - In the 2020 Global 
Real Estate Transparency Index (by JLL), 
it emerged that the UK was the No 1 most 
transparent market in the world. Clearly this 
success demonstrates the steps the UK is 
taking to ensure a strong and safe market to 
invest into. 
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7. Summary 
Despite the government withdrawing the incentives, as we emerge from the pandemic, the English 
residential property market’s activity and growth are sustainable bearing in mind the indicators and positive 
trends we have outlined above. 

The extended SDLT holiday (till the end of June 2021) and the staggered return approach to SDLT rates 
(over the period from 1 July 2021 till end of September 2021) shall still remain a powerful catalyst, convincing 
prospective buyers to buy. And looking ahead into Q3, as the SDLT returns to standard pre-pandemic rates, 
we should expect the positive market trends to continue which will no doubt aid the period of gentle easing 
into normality. 




