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TL:DR

e Two buyers can sign for the same €450,000 townhouse and walk into entirely different financial,
legal and tax realities. The deciding variable is not the property — it is which mental model you
are actually in.

e Buy-to-Live is a cost of lifestyle that buys equity and tax-free reinvestment. Buy-to-Rent is a
financial instrument judged by net yield, IRR and vacancy.

e Hybrid plans ('live there sometimes, rent it the rest") are the most expensive form of indecision:
Portuguese law treats them as rental properties the owner happens to use.

Key 2026 stat

A €450,000 Lagos townhouse held as HPP has acquisition costs around €17,000. The same property
held by a non-resident investor pays the new flat 7.5% non-resident IMT (Lei 9-A/2026), pushing the
IMT line alone from ~€10,000 to €33,750. That is the price of being in the wrong mental model on
day one.

Introduction: Same House, Totally Different Outcomes

Two buyers can stand in front of the same townhouse in Lagos, sign the same notarial deed, and walk
out with completely different financial, legal and emotional realities. One will spend the next decade

falling asleep there on Sunday evenings; the other will spend it answering messages from guests and
watching cash flow more closely than the local weather. The property is identical. The strategy is not.

In Portugal in 2026 — especially after Lei 9-A/2026 reshaped non-resident taxation in March — the
way you intend to use a property reshapes almost every decision around it. Mortgage, tax, location,
layout, insurance, the way money behaves over five to ten years. Buyers who treat the two models as
interchangeable end up with a property that does neither well. Buyers who choose one deliberately
tend to end up with the outcome they imagined.

This guide is for buyers in the €300k—€800k range deciding between a primary residence, a lifestyle
second home, or an investment property in the Algarve. It walks through both models, the corrected
2026 tax framework, cross-over scenarios, a worked Lagos comparison, and a decision framework
you can use this week.

Two Distinct Mental Models

Before any financial analysis, be honest about which model you are actually operating in. Most buyers
blend them. The blend is where the trouble starts.
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Model A — Buy to Live

The property is a place where life happens. Primary residence (where you are tax resident) or
secondary lifestyle home. Success criteria are personal: comfort, location, neighbourhood, light,
garden. Financial return is real but secondary — the use of the asset is its primary dividend.

Model B — Buy to Rent

The property is a financial instrument. Success criteria are numerical: gross yield, net yield after costs
and tax, vacancy, cash-on-cash, IRR, exit value. Whether the kitchen is to your taste is irrelevant;
whether it survives 200 guest stays a year is the question. The lived experience does not appear on
the balance sheet.

Why the distinction matters

The two models pull in opposite directions on almost every decision:

Dimension Buy to Live Buy to Rent

Location chosen by You Tenant or guest demand

Layout designed for Your life Sleeper count and turnover

Furniture chosen by Personal taste, evolves Durability, generic appeal, kitted on day one
Carrying costs are A cost of lifestyle A drag on yield

Vacancy is Impossible The biggest single risk

Capital appreciation A bonus A required component of return

Tax status HPP (resident) / second home Cat. F (long-term) or Cat. B (AL)

Mortgage type Owner-occupier Investment / non-residence

Insurance Homeowner Landlord or AL-specific

The further down this table you go, the more expensive it becomes to be unclear about which model
you are in.

The Cross-Over: "Buy to Live + Sometimes Rent"

The most common scenario we see is the hybrid: a buyer wants a holiday home in the Algarve, plans
to use it 610 weeks a year, and hopes to “rent it the rest of the time to cover costs". Legitimate,
often successful — but Portuguese law treats it as a rental property the owner happens to use, not as
a primary residence with a side hustle.

e The property is not Habitagdo Propria e Permanente. HPP requires the dwelling to be the owner's
main and habitual home, registered with Finangas, and matched to the fiscal-residence address.
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e Advertising on Airbnb, Booking, Vrbo or any platform requires Alojamento Local (AL) registration
before the first guest. Under EU Regulation 2024/1028, applying from 20 May 2026, platforms
must remove listings without a valid registration number and report monthly activity through a
single digital entry point.

e Rental days are taxable income (Cat. B); personal-use days are not deductible.

e Insurance must reflect commercial use. A standard residential policy will not cover a guest's slip
in the shower.

Tax Treatment Differences (Portugal, 2026 — Corrected)

The tax framework is the single biggest reason these two models diverge. Portugal treats a primary
residence and an investment property as fundamentally different objects, and the gap widened in
March 2026.

Buy to Live — HPP designation (resident buyers)

IMT on acquisition. Properties acquired exclusively as permanent residence pay no IMT on the first
€106,346 of value in 2026 (up from €104,261in 2025). Above that, the progressive HPP scale applies,
topping at 7.5% flat above €1,150,853.

For first-time buyers under 35, IMT Jovem offers total exemption up to €330,539 and partial
exemption between €330,539 and €660,982 (only the excess above €330,539 is taxed, at the 8%
marginal). Above €660,982 the benefit ends entirely. Some online sources still cite €405,073 /
€810,028 — that figure is incorrect.

IMI 3-year HPP exemption. A new HPP acquisition can qualify if VPT is below €125,000 and
household income is below €153,300. Claimable twice in a lifetime.

Capital gains — primary residence reinvestment relief. The single most valuable HPP benefit. When
a Portuguese tax resident sells their HPP and reinvests the net proceeds (sale price minus
outstanding mortgage) into another HPP in Portugal, the EU or the EEA, the gain is fully exempt. The
property sold must have been HPP for at least 12 months; reinvestment within 24 months before to
36 months after the sale; intention declared on the IRS return; partial reinvestment yields
proportional exemption. Lei 9-A/2026 extends the roll-over to gains reinvested in residential
property let at moderate rent (< €2,300/month) — a new path.

Buy to Rent — long-term residential (Category F)

Long-term rental income is taxed under Category F. The default rate is 25% (autonomous taxation),
with the option to elect inclusion at progressive IRS rates if it produces a lower effective burden.

Under Lei 9-A/2026, qualifying moderate-rent contracts are taxed at 10%. Conditions, as the law
now reads:

e |ease term = 3 years.

e Monthly rent < €2,300.
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e Regime in force until 2029.

Deductible expenses (against Cat. F income) include IMI/AIMI, building insurance, condominium fees,
and maintenance and repair. Mortgage interest is not deductible against Cat. F — a point many
investor pro-formas miss.

Buy to Rent — non-resident IMT (the 2026 change)

The most important update in the 2026 tax landscape. Lei n.° 9-A/2026, de 6 de marco (the
"Construir Portugal" housing fiscal package) applies a flat 7.5% IMT to any non-resident acquisition of
urban residential property, regardless of value. Five exclusions:

1. Buyer already a Portuguese tax resident at acquisition.

2. Buyer becomes Portuguese tax resident within 2 years (IMT refund).

3. Buyer is a Portuguese emigrant acquiring housing in Portugal.

4. Property let at moderate rent (< €2,300/month) within 6 months, for > 36 months within 5 years.

5. Buyer in official Portuguese state service abroad.

Operational status (May 2026): Lei 9-A/2026 is an autorizagdo legislativa. The complementary
decreto-lei autorizado was promulgated 12 May 2026 and must be published by 2 September 2026.
Until DR publication, the flat 7.5% is approved but not yet operational. Plan deal timing accordingly.

Buy to Rent — Alojamento Local (Category B)

AL is a commercial activity, not passive investment. Income falls under Category B. Most operators
use the simplified regime, applying a fixed cost coefficient: 35% deemed taxable of AL income from
properties in contention zones, 50% deemed taxable elsewhere. Add Social Security contributions
(after a grace period), VAT at 6% above the small-business threshold, and municipal AL compliance
(capacity limits, fire safety, complaint book, registration number displayed on all listings).

Capital gains — non-residents (corrected)

The flat 28% on 100% of the gain that used to apply to non-residents was eliminated in 2023 after
the ECJ Hollmann ruling. The current 2026 regime, for both EU and non-EU non-residents: 50% of the
net gain enters IRS at the general progressive rates (top 48% plus solidarity surcharge). The rate is
determined by worldwide income declared on the return (foreign income enters for rate
determination only, not as Portuguese tax base). The old flat 28% option survives in the code but is
rarely the better choice. Anything in older content saying "non-EU non-residents cannot elect
resident treatment” is wrong — all non-residents can elect since 2023.
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Side-by-side summary

Tax item

Buy to Live (HPP,
resident)

Long-term rental

AL / short-term

IMT on purchase
(resident)

IMT on purchase
(non-resident)

IMI annual

Income tax on rent

VAT

Capital gains
(resident)

Capital gains (non-
resident)

€0 up to €106,346

Flat 7.5% (Lei 9-A/2026,
exclusions apply)

3-year exemption
possible

n/a

n/a

Full reinvestment

exemption

n/a (not HPP)

Mortgage Differences

Standard non-HPP
brackets

Flat 7.5% unless

moderate-rent carve-out

met

Full IMI, deductible

25% Cat. F (10% for
moderate-rent >3yr)

n/a

50% inclusion at
progressive

50% inclusion at
progressive

Standard non-HPP
brackets

Flat 7.5%

Full IMI, deductible

Cat. B simplified (35% or

50% coefficient)

6% if over threshold

Cat. B business regime

Cat. B business regime

Portuguese banks distinguish sharply between owner-occupier and investment loans. Banco de
Portugal caps LTV at 90% for resident HPP, 80% for second home, 70% for non-HPP/investment. In
practice for non-residents, banks apply 60-75% LTV regardless of declared use.

Term Resident HPP Investment / non-resident

LTV Up to 90% 60-75% typical

Spread over Euribor 0.6-1.2 pp 1.0-1.5 pp (+0.2-0.5 pp vs resident)

Mortgage term Up to 40 years [ age 75 Often capped at 30 years

DSTI < 50% of net income Rental income counted at 70—-80%

Stress test Index + 3 pp (BdP) Index + 3 pp (under review)
As of mid-May 2026, Euribor 6M (dominant index in Portuguese variable-rate stock) sits around
2.548%; 3M ~2.283%, 12M ~2.860%. New mortgage rates in March 2026 averaged ~2.83%, foreign-

income borrowers paying 3.0-4.5% depending on profile. The owner-occupier vs investment

2nd Haus - Free Guide 6/18



differential is 50-80 bps — on a €300,000 loan over 25 years, roughly €30,000-€50,000 extra
interest over the life of the loan.

For our worked example: a €450,000 Lagos townhouse financed as resident HPP at 80% LTV requires
€90,000 down. As a non-resident investment at 65% LTV, €157,500 down — a €67,500 gap at the
door, before the IMT differential.

Property, Location, Furnishing, Cash Flow

Once the financial framework diverges, so does the property itself. A buy-to-live family home wants a
kitchen large enough to cook in nightly, a master bedroom away from the street, a usable garden. A
buy-to-rent property wants maximum legal sleeper count, a kitchen cleanable in 20 minutes
between turnovers, robust flooring, zero clutter. A 3-bed you'd love to live in might be a poor rental:
the master suite eats space that could be a fourth bedroom; the home office is dead weight.

Location: same map, different colour-coding. A family prioritises school catchment, walkable streets,
neighbours their children’s age. An AL investor prioritises walking distance to Meia Praia, the Marina or
Old Town, restaurant density, and statistical demand signals (AirDNA, Airbtics). These can be the
same street, but more often they aren't. Long-term rental demand follows employment, schools and
transport — not the highest-tourist zones. In the Algarve, year-round long-term demand
concentrates in towns with stable resident populations (Lagos centre, Portimao, Faro) rather than
seasonal resort developments.

Furnishing: buy-to-live evolves over years; buy-to-rent must arrive fully kitted (three sets of linen per
bed, towels, blackout curtains, stocked kitchen, smart TV, reliable Wi-Fi). Style neutral. Durability non-
negotiable. Typical AL fit-out for a 3-bed Algarve property in 2026: €15,000-€30,000.

Cash flow: for buy-to-live, every euro of carrying cost is a cost of lifestyle, like a gym membership.
Cash flow is negative by design. For buy-to-rent, cash flow is the point. A €120/month condominium
fee an owner-occupier shrugs off is a 3% drag on €4,000 monthly AL revenue. A €300 plumbing bill
on an €1,800 rental is two weeks of net yield. Successful investors obsess over utility tariffs, locked-
down cleaner contracts and fixed-price maintenance retainers; lifestyle owners ignore them.
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Risk Profile Differences

Risk type Buy to Live Buy to Rent

Location risk Daily quality of life Vacancy and rent decline

Interest rate risk Mortgage payment vs personal Net yield vs target IRR

income

Regulatory risk Limited (HPP rules stable) High (AL rules, rent caps, contention zones, EU Reg
2024/1028)

Concentration One asset = your home One asset = single point of failure for income

risk

Liquidity risk Sell when you move Sell when yield disappoints

Maintenance risk You absorb personally Direct hit to net yield

Regulatory risk deserves special attention. AL has swung from liberalisation to nationwide restriction
(Mais Habitagao, 2023) back to liberalisation (DL 76/2024, in force 1 November 2024 — repealed
CEAL, eliminated quinquennial re-authorisation, devolved containment to municipalities) and now
into the EU enforcement regime (Reg 2024/1028, applying 20 May 2026). A buy-to-rent investor
must underwrite the risk that the rules change again.

Hybrid Stracegies

1. Live in the larger unit, rent the smaller. Buy a property with a secondary unit (lock-off, annex) and
rent it while occupying the main. Only the owner-occupied portion is HPP. Most condominiums
prohibit subletting and many municipal AL regulations require supermajority owner approval. Check
the regulamento do condominio and the municipal AL framework before counting on this.

2. Buy to live now, convert to rental later. Live 5-10 years, then convert. HPP status ends the day you
stop residing there (notify Finangas). IMI returns to standard rate. Capital gains reinvestment relief is
lost unless sale occurs within the 36-month post-sale window of the original HPP — practically, lost
once you move out for an extended period.

3. Family home now, rental later, sell when kids leave. Often the most tax-efficient: HPP through the
family years protects against IMT, IMIl and capital gains; a brief rental phase produces income; final
sale uses reinvestment relief into a downsized HPP. The pitfall is timing.
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Worked Comparison: €450,000 3-bed Townhouse in

Lagos

A realistic 2026 example. A 3-bed, 2-bath, 130 m? townhouse in Lagos (Porto de Més area),

purchased for €450,000 plus acquisition costs. Three buyers, three strategies, with corrected 2026

tax math.

Acquisition costs

B: Long-term rental (non-

ltem A: HPP (resident) . C: AL (non-resident)
resident)

Purchase price €450,000 €450,000 €450,000

IMT ~€10,250 (HPP €33,750 (7.5% flat, non-res) €33,750 (7.5% flat, non-
scale) res)

Stamp duty (0.8%) €3,600 €3,600 €3,600

Notary, registration, €3,500 €3,500 €3,500

legal

Total acquisition ~€467,350 ~€490,850 ~€490,850

Down payment €90,000 (20%) €157,500 (35%) €157,500 (35%)

Mortgage €360,000 @ €292,500 @ ~3.5% €292,500 @ ~3.5%
~3.0%

Note: Scenario B can avoid the flat 7.5% if the buyer commits to moderate-rent letting (=
€2,300/month for = 36 months within 5 years). At €1,800/month gross, this works comfortably —
but the carve-out requires letting within 6 months of acquisition. Plan timing accordingly. The table

above shows the default non-resident case.

Scenario A — Family home (HPP, resident)

Used as primary residence. No rental income.

2nd Haus - Free Guide
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Annual item Amount

Mortgage interest (year 1) ~€10,800

Mortgage principal (year 1) ~£8,500

IMI (VPT €180,000 x 0.3%) €540 (or €0 if 3-year exemption)
Insurance (homeowner) €450

Condominium €1200

Maintenance (1% of value) €4,500

Utilities €2,400

Total carrying cost ~€19,890

"Lost money" (interest + costs, excl. principal) ~€11,400

Cost of lifestyle, excluding equity build: €8,000-€12,000/year. Capital appreciation is upside;
reinvestment relief means a future sale at €600,000 is tax-free if reinvested into another HPP.

Scenario B — Long-term residential rental

Rented unfurnished on a 5-year contract at €1,800/month (€21,600/year). Consistent with mid-2026
Algarve long-term rates for a 3-bed in Lagos. Lease meets the moderate-rent threshold, so Cat. F is
taxed at 10% under Lei 9-A/2026.
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Annual item

Amount

Gross rental income

Mortgage interest

IMI

Building insurance + landlord liability
Condominium

Maintenance reserve (1.5%)
Property management (8% of rent)
Vacancy allowance (5%)

Cat. F deductible expenses
Taxable Cat. F income

Cat. F tax @ 10% (moderate rent)
Net cash flow after tax (incl. interest)
Gross yield (on purchase price)

Net cash-on-cash (on €157,500 equity)

€21,600

~€10,200 (not deductible against Cat. F)
€540

€650

€1,200

€6,750

€1,728

€1,080

€10,948 (interest excluded)
€10,652

~€1065

~€460

4.8%

~0.3%

The 10% moderate-rent rate is generous on tax, but mortgage interest still drains pre-tax cash. A
cash buyer producing roughly €10,500 net sees a 6.7% cash-on-cash yield on equity — which is the

honest reason long-term rental works far better unlevered in Portugal at current rates.

If the lease misses the 10% carve-out, default Cat. F is 25%: post-tax net cash flow turns negative.

Always model both cases.

Scenario C — AL / short-term rental

Operated as a licensed AL. AirDNA / Airbtics 2026 data for Lagos: a typical 3-bed earns
~€27,000/year gross; a well-positioned 3-bed in Porto de Més can reach €32,000. We model

€28,000.
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Self-managed AL Amount
Gross revenue €28,000
Operating costs (mortgage interest, IMI, AL insurance, condominium, utilities, cleaning ~80 ~€£27000
turnovers, linen, platform fees ~7%, maintenance)

Net before tax ~€1,000
Cat. B simplified (50% coefficient - €14,000 taxable; effective ~20% of gross after IRS + SS, ~€£5,600
deferred via grace period)

Pre-tax pre-mortgage net ~€11,000
Net cash on equity (€157,500), unlevered case ~3.4%

In other words: at 65% LTV non-resident financing, the levered AL barely covers its mortgage.

Unlevered the same property produces ~€16,500 pre-tax net (€28k gross minus ~€11,500 non-debt

operating costs) and 6—7% net yield. A premium AL — beachfront, top reviews — can clear €40,000+
gross and produce 4-7% levered net yield. A typical AL after honest costs and tax often nets less

than the long-term scenario, with materially more operational complexity, regulatory exposure, and

the EU platform-enforcement deadline now active.

Side-by-side annual summary

Metric A: Live B: Long-term (10% rate) C: AL (self-managed)
Gross income €0 €21,600 €28,000

Net cash after tax (levered) -€11,400 (cost) ~£460 ~€5,400

Net cash after tax (unlevered) n/a (no mortgage) ~€10,500 ~€16,500

Hours of owner work / year ~10 ~20 ~150

Regulatory risk Low Medium High

Lifestyle benefit High None None

5- and 10-Year OQutcomes

Assumptions: 5% annual property appreciation (more conservative than the 2020-2026 trend), 3%

rental growth, 25-year amortisation. lllustrative.
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5-year outcome

Metric A: Live B: Long-term C: AL
Property value €574,000 €574,000 €574,000
Mortgage balance ~€313,000 ~€£255,000 ~€255,000
Equity €261,000 €319,000 €319,000
Cumulative net cash -€57,000 +€£2,300 +€£27000
flow (lifestyle)

CGT on hypothetical €0 (HPP 50% x gain at progressive Cat. Bregime
sale reinvested) (~€18k) (~€22k)

10-year outcome

Metric A: Live B: Long-term C: AL

Property value €733,000 €733,000 €733,000
Mortgage balance ~€220,000 ~€175,000 ~€175,000
Equity €513,000 €558,000 €558,000
Cumulative net cash flow -€115,000 (lifestyle) +€8,000 +€£58,000
CGT on hypothetical sale €0 (HPP reinvested) ~£42,000 ~€£52,000

The HPP scenario looks most expensive in cash terms but it bought a decade of family life and
produces zero capital gains tax at exit if reinvested. The AL scenario looks like the highest-revenue
play but, after honest costs and tax, often produces less marginal net cash than expected — with
materially more work and regulatory risk. The long-term scenario at the new 10% rate finally pencils
for unlevered buyers; with a typical non-resident mortgage at 3.5%, cash flow is razor-thin.

Decision Framework: 8-Question Test

Answer honestly. Mostly "yes" in the first four points to buy to live. Mostly "yes" in the last four points
to buy to rent.

1. Will | want to live in this property for more than 3 years?

2. Does the location work for my daily life — schools, work, friends, errands?

3. Am | willing to pay €8,000-€12,000/year of lifestyle cost regardless of return?

4. Will my emotional well-being be tied to this property's quality?

5. Do | need this property to produce cash flow within 12 months?
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6. Am | prepared to spend 100+ hours a year on operations, or 20%+ on a manager?
7.1s the location chosen primarily for tenant or guest demand, not personal preference?

8. Will | evaluate the property's success by IRR rather than by lived experience?

If your answers split 4—4, you are in cross-over territory and should choose explicitly: either buy a
primary residence and rent occasionally with a clear AL plan and budget, or buy an investment
property and accept you will use it rarely. The worst outcome is a property neither model fits.

Switching Mid-Course
Life changes. The property doesn't always need to.

Live > Rent. Notify Finangas within 30 days that the property is no longer HPP. Standard IMI rate
resumes. Long-term rent: Cat. F. AL: register Cat. B, obtain AL number, comply with municipal rules. To
preserve reinvestment relief, sale must occur within the 36-month post-sale window of the original
HPP — practically, the relief is usually lost once you move out for an extended period.

Rent - Live. Tenant must vacate (long-term contracts are increasingly tenant-protective; eviction
can take 12—24 months). AL registration cancelled. Apply for HPP with Finangas (address must match
fiscal residence). The 12-month HPP-before-sale clock for CGT relief restarts the day HPP is
registered.

Live + Rent (formal cross-over). Allowed if the property has structurally separate units, the
condominium permits it, and municipal AL rules allow it. HPP and rental portions are apportioned
(typically by area). Tax filings split income, expenses, IMI and capital gains accordingly. Materially
more complex. Use an accountant.

Insurance Differences

A property's insurance must match its use, not its purchase deed. Misalignment is a common cause
of denied claims.
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Coverage Buy to Live Long-term rental AL / short-term

Building (multirriscos) Required if Required Required, commercial-use
mortgaged endorsement

Contents Optional Tenant's responsibility Required, high coverage

usually

Public liability Often basic- Landlord liability Mandatory commercial
included recommended

Loss of rent n/a Optional Optional (unbookable nights)

Guest injury n/a n/a Required — standard policies

exclude
Annual premium (130 m? €350-€500 €500-€750 €1,200-€1,800
Lagos)

A standard residential policy will deny a guest-injury claim on an AL property because the use is
commercial. Many owners discover this at the worst possible moment. Confirm in writing that the
policy covers paying-guest occupation.

Common Mistakes

1. "I'll buy and figure out the rental angle later.” Buyer purchases something they kind-of-want-to-
live-in and kind-of-want-to-rent, then discovers the building forbids AL, the location has weak long-
term demand, the layout is wrong for sleepers, the mortgage was structured as owner-occupier and
the bank objects, and insurance excludes commercial use. Decide before you sign.

2. A location that works for neither. Inland village house, “characterful’, “potential for tourism”, in a
place tenants don't want (no employment) and guests don't visit (no walking-distance attractions).
Poor cash flow, illiquid at exit.

3. Missing the non-resident IMT carve-outs. A non-resident paying €33,750 IMT on a €450k
property could have paid the standard HPP scale (~€10,250) by committing to residency within 2
years or moderate-rent letting within 6 months. Plan the carve-out before the CPCV.

4. Failing to register HPP correctly. Without active Finangas registration matched to fiscal residence,
IMT relief is denied, IMI exemption rejected, future CGT relief at risk.

5. Buying AL without checking municipal rules. Several Algarve municipalities have contention
zones in 2026. Check the regulamento municipal de Alojamento Local for the specific freguesia
before signing.

6. Ignoring the EU platform-enforcement deadline. From 20 May 2026, Regulation 2024/1028 forces
Airbnb, Booking and others to remove unlicensed listings. An "AL-ready" apartment without a valid
registration number is a property you cannot legally market.
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7. Wrong mortgage product. Telling the bank “primary residence” then immediately renting breaches
the loan agreement. Banks cross-check Finangas HPP status. Remedies range from rate increase to
loan acceleration.

8. No exit plan. Buy-to-live exits trigger on life events; buy-to-rent exits should trigger on yield
criteria (e.g., "sell if net yield falls below 2.5% for two years"). Without a defined trigger, investors ride
mediocre assets for a decade.

Conclusion

The choice between buy-to-live and buy-to-rent is not really a choice between two properties — it
is a choice between two relationships with the same property. Portuguese law, tax, banking and
insurance treat these relationships differently and reward buyers who declare which one they are in.

The 2026 framework has sharpened this. The new flat 7.5% non-resident IMT, the new 10% rate on
moderate-rent leases, the EU platform-enforcement deadline of 20 May 2026, and the unchanged
HPP reinvestment relief together make the decision more consequential than it was even two years
ago. A buyer who picks Model A or Model B deliberately on day one and aligns mortgage, insurance,
tax registration and property selection around it can save mid-five-figures in tax and avoid the kinds
of unforced errors that turn a promising purchase into a quietly losing position.

Decide this month. Design every downstream choice around it. The property will then do what you
bought it to do.

Related reading

e Passive Property Investor Guide — if Model B wins and you want depth on the passivity
spectrum from AL to FIl.

e Traditional Long-Term Rental — operational deep-dive on Cat. F, NRAU, the new 10% rate, and
tenant rights.

e When Buying Property in Portugal Does Not Make Sense — the counter-commercial check: 12
buyer profiles where renting beats buying.

e Taxes and Costs of Buying Property in Portugal — the canonical reference for IMT, IM|, AIMI, CGT,
stamp duty.

e Investin the Algarve — sub-region yield map, AL micro-markets, regulatory exposure by
municipality.

How 2nd Haus can help

We are a buyer-side firm in the Algarve. We don't list properties for sellers and we don't take
commission from agents. Our work on this specific decision typically takes one of two forms:
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¢ Strategy session (€450) — 90 minutes with our principal to stress-test your Model A vs Model B

plan against your tax residency, financing profile, and target sub-region. You leave with a one-
page decision and a checklist.

¢ Buyer-side mandate (from €4,500) — full search, legal coordination, IMT planning (including the

non-resident carve-outs), mortgage broker selection, and CPCV review. We work for one buyer at
a time, not a pipeline.

Book at 2ndhaus.pt.

Sources

Primary sources:
e Lein.° 9-A/2026, de 6 de margo — Diario da Republica (housing fiscal package, non-resident IMT,
10% Cat. F rate)
e Decreto-Lei n.° 76/2024, de 23 de outubro — AL regime
¢ Regulation (EU) 2024/1028 — short-term rental data sharing (applies 20 May 2026)
e Banco de Portugal — LTV, DSTI and maturity macroprudential framework
e Portal das Finangas — IMT Jovem, HPP reinvestment relief
e BPstat — Euribor fixings
¢ INE — Estatisticas de Precos da Habitag&o ao Nivel Local (2025 release, Apr 2026)

Further reading:

e PwC Portugal — IMT new practical tables 2026
e AirDNA / Airbtics — Lagos AL market data 2026
¢ idealista.pt — asking-price index (methodology differs from INE)

Last updated: 15 May 2026. Verified against CANONICAL _FACTS.md 2026-05-15. The 2026 housing
fiscal package is partly in operational suspense pending publication of the complementary decreto-
lei (expected by September 2026); we refresh this guide each time material legislation publishes.
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Want a buyer—side advisor on your speciﬁc case?

2nd Haus is a buyer-side real-estate consultancy specialised in the Algarve. We will tell you
not to buy if that is the honest answer.

Talk to 2nd Haus

© 2nd Haus Real Estate - AMI License 15284 - This guide is general information, not legal or tax advice. Verify against your
own professionals before signing anything.
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