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ABSTRACT

This study explores the potential impact of the “carbon tax” on the real estate market
through three dimensions. First, on the demand side, to what extent of the increase of house
prices is acceptable for consumers? Second, on the supply side, what are the important factors affecting
the carbon tax and their ranking? Third, what is the potential impact of carbon tax on house prices?
This study conducts surveys on the consumers and suppliers, and then employs the Logit Regression
Model and “Analytical Hierarchy Process” (AHP) for analysis, respectively. Lastly, the “Binomial
Pricing Model” (BPM) is employed to simulate the potential price change from the carbon tax.

Results show that, on the demand side, most respondents expect that house prices will
increase after the imposition of carbon tax, but over a half are reluctant to pay for the price
increase. On the supply side, the AHP analysis shows that during the construction period,
the procurement of construction materials and the transportation is the most important stage
affecting the house prices, followed by the construction stage and then the destruction and
recycle stage. In the simulation, the BPM result shows that as time passes, the market will
get accustomed to the new system, and the technique will improve, and the policy will make
adjustment accordingly. The house prices may return to its original level. This result indicates
that as the policy engage in the de-carbonization, the impact of carbon tax is still controllable.

Key words: carbon neutralization, net-zero carbon emission, carbon tax, Analytical
Hierarchy Analysis (AHP), Logit Regression, Binomial Pricing Model (BPM)
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