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I Abstract |

This study examines whether assessed-value thresholds (KRW 900 million, 1.1 billion, and 1.2
billion) of Korea's comprehensive real estate holding tax (CREHT) generate discontinuities in
housing transaction prices and distort transaction behavior. We combine a regression discontinuity
design with density-based bunching analysis using apartment transaction price data for Seoul from
the Ministry of Land, Infrastructure and Transport (2016-2026). Two central findings emerge. First,
none of the three thresholds exhibits an economically meaningful price discontinuity attributable
to taxpayers strategic price adjustment, indicating that CREHT liability does not discontinuously
affect equilibrium transaction prices near the cutoffs. Second, density tests (p<0.001) reveal
pronounced bunching, with transactions disproportionately concentrated just below each threshold.
Donut regression discontinuity (RD) estimates confirm that this bunching destabilizes local RD
estimates near the cutoffs. These patterns appear consistently across both Gangnam and non-
Gangnam districts and across all thresholds, implying that the distortion stems from the tax-notch
structure rather than local market conditions. Overall, the evidence of distortion through
transaction selection is stronger than that of price adjustment, and the findings suggest policy
review of the tax-notch structure.
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Manipulation Testing Plot
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