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TL;DR. Brochure gross yields in the Algarve are 6-8%. Honest after-tax cash-on-cash on a leveraged
AL is usually 2-4%. The 4-percentage-point gap is what this guide is about — 25 specific investor
mistakes, four anonymised disaster stories, and a decision framework you can actually use before
signing a CPCV.

Key stat. A brochure that promises a 6.5% gross yield typically delivers 2.5-3.5% net cash-on-cash
after realistic occupancy, real management cost, IMI, AIMI, CGT amortised over the hold, and
Portuguese tax on Category B income. That gap — roughly 60% of the headline number disappears
between brochure and bank account — is not a rounding error. It is the entire investor margin.

Who this guide is for

You are an investor: you intend to buy in the Algarve for rental income, capital appreciation, or both.
You are not buying a home you will live in. If you are buying to live, this is the wrong guide — see
Mistakes to Avoid When Buying Property in Portugal for the personal-use traps (CPCV mechanics,
wire fraud, fiscal representative, lawyer selection).

This guide is the investor-specific overlay: errors that damage IRR, cash flow, exit liquidity, or after-
tax returns. Where a topic is generic to all buyers (independent lawyer, deposit guarantee mechanics,
fiscal representation rules), we point to the trunk guide rather than restating it.

The Algarve is a beautiful market. It is not a forgiving one. A meaningful share of investors who enter
every year underperform their own underwriting, sometimes catastrophically. They confuse a strong
macro story with a guaranteed micro outcome. They buy the brochure, not the asset. Read carefully
and you save yourself a six-figure mistake before you make it.

The 25 Investor-Specific Mistakes

1. Signing without verifying AL at building, parish and council level

The single most expensive mistake an investor can make in the Algarve in 2026 is signing a CPCV for
a property they intend to operate as Alojamento Local (AL) without first verifying that an AL licence
can be issued and operated on that specific fraction.

There is no Algarve-wide moratorium, but the regulatory picture is hyper-local and shifting. The
framework is DL n.° 76/2024, de 23 de outubro (in force from 1 November 2024), which repealed
Mais Habitagao and devolved containment to municipalities. Vila Real de Santo Anténio has signalled
intent to limit AL in Monte Gordo. Portim&o has publicly considered quotas around Ferragudo.
Condominium associations increasingly block new AL via internal regulation even when the council
allows it. From 20 May 2026, EU Regulation 2024/1028 forces platforms to delist unregistered listings
automatically.

Verification means three written checks before signing: (1) the council's current containment map and
AL rules, (2) the condominium minutes and statutes from the last three years, (3) confirmation the
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specific fraction has an existing AL or qualifies for a new one. Skipping this has bankrupted strategies
dependent on €40,000+ of seasonal revenue to service debt.

2. Optimistic occupancy projections

"85% summer occupancy” is what brochures promise. The Algarve average for holiday rentals is
closer to 65%, with top locations reaching 70-75%. Brochure occupancy quietly excludes blocked
dates, owner use, maintenance days, and turnover gaps. Real occupancy — paid nights divided by
365 — is what your bank account experiences.

Realistic 2026 underwriting baseline for a well-managed two-bedroom AL: tier-one Algarve location
65-72%, tier-two 50-62%, tier-three (interior, off-coast) 35-50%. If the seller's pro forma uses 80%+,
demand the booking history, not the spreadsheet.

3. Optimistic ADR projections

Average daily rate is the second leg of the revenue stool, and the second place brochures lie. Listing
rates are aspirational. Achieved ADR is roughly 70-85% of listing ADR after discounts, last-minute
drops, length-of-stay incentives, and channel-manager promotions. A unit "listed at €280/night"
typically realises €200-€235/night across a full year.

Compounded with optimistic occupancy, the brochure stack often overstates actual revenue by 30-
45%. That is the entire investor margin in many deals.

4. Ignoring shoulder and off-season

The Algarve is not the Caribbean. From mid-November to late February, large stretches of the coast
— Albufeira's tourist strips, parts of Vilamoura outside the Marina, most western Algarve resort
villages — are quiet to dead. Restaurants close. AL revenue collapses to a trickle.

Year-round demand concentrates in working towns with real local economies (Faro, Loulé, Olhao,
Tavira centre) and in the Golden Triangle, where international residency creates winter demand.
Investors targeting pure-tourism micro-markets must underwrite 4-6 months of near-zero revenue.

5. Underestimating management fees

The most common investor model uses 10% management. The market reality in 2026 for full-service
AL management in the Algarve is 18-28% of gross revenue, plus VAT, plus extras. Boutique operators
charge 22-30%. Premium turnkey resort programmes take 35-50%. The difference between a 10%
model and a 22% reality removes 12 percentage points from gross-to-net — frequently the entire net
margin.

If you self-manage to avoid the fee, you have bought yourself a job, not an investment.

6. Forgetting cleaning, linen and supply costs

Cleaning between guests is €30-€50 per turnover for a standard two-bedroom Algarve apartment
in 2026. Linen and laundry add €10-€20. Welcome consumables €5-€10. With 80-120 turnovers per
year, that is €4,000-€10,000 of operating cost rarely captured in seller pro formas.
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Sometimes invoiced separately from management commission ("low management %, high turnover
fees"), sometimes bundled. Whichever structure, total it before believing any net yield number.

7. Underestimating wear and tear on AL properties

A long-term tenant lives in a property gently for years. An AL property hosts 100-180 strangers per
year, each one rolling suitcases across floors, dragging chairs, leaning on sofa arms. Furniture life in a
heavily-let AL: 5-7 years, not 15-20. Mattresses: 4-6 years.

Realistic refresh budget: €3,000-€8,000 per year amortised, plus a major refurbishment every 7-10
years at €15,000-€40,000 depending on size. Skip this line and you are quietly liquidating capital
rather than earning yield.

8. Buying in saturated zones

Tourist saturation is now a structural risk, not a future one. Albufeira’'s high-rise resort blocks have
been the textbook story — overcrowding actively turns tourists away, and a flood of new short-term
listings is compressing yields in the most generic stock. When every fifth apartment in the building is
on Airbnb, you compete on price every weekend.

Saturation risk is highest in: Albufeira tourist-strip high-rises, generic 1980s-90s coastal blocks in
Quarteira and parts of Praia da Rocha, and several "AL-factory” complexes built in the 2018-2022
wave. Differentiated stock — boutique conversions, sea-view villas, design-led apartments — does
not face the same race to the bottom.

9. Not factoring in a repair reserve

Salt air, summer humidity, hard water, intense UV. The Algarve eats buildings faster than most
northern European environments. Realistic annual repair and capex reserve: 1-2% of property value
— €4,000-€8,000 per year on a €400,000 apartment, more for villas with pools, gardens, and more
fagade exposed.

Treat this as "save it if and when something breaks" and you will either defer maintenance (which
compounds future cost) or unexpectedly fund a €15,000 boiler-and-AC replacement out of pocket
in year four.

10. Mortgage stress test failure

As of 13 May 2026, Euribor fixings stood at 3M 2.283%, 6M 2.548%, 12M 2.860% (BPstat). The 6M
index dominates Portuguese variable-rate stock (~39% of HPP variable contracts). Banco de
Portugal's macroprudential framework requires stress testing borrower capacity at index + 3
percentage points for variable/mixed-rate contracts with residual maturity over 10 years, and this
stress premium is under review for possible increase in 2026.

A buy-to-let underwriting that only works at today's rate is not a real underwriting. Minimum stress
test: rate today + 2.0 pp, same DSCR, occupancy haircut of 15%, ADR haircut of 10%, and management
at 22% rather than 10%. If the deal still services debt, it is real. If not, it is a leveraged bet on rates and
tourism.

2nd Haus - Free Guide 4/15



11. Currency exposure

A British investor with sterling income or an American with dollar income is implicitly running a
currency book. EUR/USD spent much of 2024-2025 between 1.05 and 1.10, then drifted to 1.16-1.22 in
2026 forecasts. A 10% FX move on a €400,000 property is roughly £35,000 — larger than most
buyers' annual gross vyield.

Mitigations: forward contracts to lock the EUR purchase rate for 6-12 months, EUR-denominated
mortgage debt to natural-hedge EUR rental income, and avoiding the temptation to "wait for a better
rate” while the property rises in EUR terms. Most investors who try to time FX end up paying more, not
less.

12. Off-plan deposits without a proper bank guarantee

Off-plan typically requires 20-30% deposit at signing, with stage payments through construction.
Portuguese law requires developers to provide a bank guarantee or equivalent insurance for deposits
exceeding €5,000. Investors with proper autonomous guarantees recover 100% if the developer fails;
those with inadequate documentation typically recover 40-60%.

The non-negotiables: never wire deposit funds without a Portuguese-bank-issued autonomous
guarantee covering the full deposit, never accept "developer's own escrow” as a substitute, always
include penalty clauses (0.5-1% per month of delay, cancellation right after six months) and fixed
completion dates. For the broader wire-fraud and CPCV protections that apply to every buyer (not
just investors), see Mistakes to Avoid When Buying Property in Portugal.

13. Trusting "guaranteed yield" marketing

"Guaranteed 6% net for 5 years" sells units. The fine print is what matters. Common limitations: yield
calculated on a contractually defined revenue base that excludes weeks of personal use; the
guarantee is funded out of the buyer's own purchase premium (you are paying yourself back); the
operator can renegotiate after year one or two; the headline yield is gross, with management fees,
taxes and condo fees deducted on top.

Genuine guarantees backed by a creditworthy parent company with audited financials are rare. Read
the contract, model the unwind, and assume the guarantee is worth zero if the operator goes
insolvent.

14. Branded residence lock-up blindspots

Branded residences bundled with hotel rental programmes are attractive for hands-off investors.
They are also a contract minefield. Typical clauses: 5-year minimum participation, exit penalties of 5-
10% of sale price, restrictions on resale to non-programme buyers, mandatory FF&E refresh
schedules at owner cost, operator-set blackout dates that limit personal use.

These structures can work for the right investor (truly absentee, premium asset, strong brand). They
are wrong for anyone who values flexibility, plans to refinance, or wants to capture upside on resale to
an end-user.
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15. Hot deals on rural quintas

A rural quinta with five hectares, an old farmhouse, and "renovation potential” at half the coastal price
looks like value on day one. By year three, the truth: rural rental demand is thin, AL occupancy in
interior locations rarely exceeds 40-50%, renovation cost for stone-built rural homes is typically 1.5-
2x the coast, and resale liquidity is dramatically worse — coastal apartments sell in weeks, rural
quintas often take 18-30 months.

Rural Algarve can be excellent for lifestyle. As an investment, it works only with a specific thesis (eco-
tourism, agri-tourism, niche hospitality) and operator capability — not as a passive rental.

16. Corporate structure for a single property

For a single apartment generating €25,000-€40,000 of rental revenue, a corporate structure
(Portuguese Lda or non-resident company) typically destroys value. You add accounting fees
(€1,200-€3,000 annually), stamp duty on share transfers, IRC corporate tax, withholding on
dividends, complex AIMI treatment (0.4% from €0 plus 7.5% if blacklist-resident), and substantially
higher complexity on exit.

Corporate structures earn their keep above 3-5 properties or above €1.5-2.0M of total exposure, or
in specific cross-border tax planning contexts with proper professional design. For one apartment,
almost always: hold as an individual.

17. Personal vs professional ownership confusion

Portugal taxes the same property differently depending on whether you hold it as an individual, as an
individual under simplified self-employment for AL (Category B), or through a company. IMT brackets,
CGT mechanics, and AL income classification all interact. AL income can be Category B or Category F
depending on choices at registration, with materially different effective rates.

The mistake is to copy what a friend did. Get a Portuguese tax adviser with cross-border experience
before signing the CPCV — not after.

18. Operating AL without registering

Running short-term rentals without an AL registration in 2026 is a multi-axis problem: AIMA requires
guest registration, the tax authority requires Category B income reporting, councils can impose fines
from €2,500 up to €40,000 for unlicensed operation, and from 20 May 2026 EU Regulation
2024/1028 automatically de-lists unregistered properties from Airbnb, Booking and similar platforms.

Some investors rationalise this as "l only do a few weeks.” Tax and council penalties do not care about
volume. If you are taking paid bookings, you must be registered and compliant.

19. Word-of-mouth property managers without a contract

The Algarve property management market has good operators and bad operators in roughly equal
proportion. Common failure modes: managers who skim cash bookings, underreport revenue, accept
bookings without owner approval, skip cleaning to save cost, "lose” turnover and supply receipts.
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Contract minimums: written services agreement, monthly performance reporting with every booking
(channel, guest name, gross rate, fees, net to owner), audited annual reconciliation, separation of
client funds, insurance, and termination rights with 30-90 day notice. References — three current
owners, contacted directly — are mandatory.

20. Concentration risk

Buying three apartments in the same building "to scale efficiently” exposes you to perfectly
correlated risk. One condominium dispute, one new local AL restriction, one major repair levy, one
neighbourhood reputational issue, and 100% of your portfolio is hit at once.

A better diversification frame: across micro-markets (Lagos + Loulé + Tavira beats three Albufeira),
across asset types (one AL apartment, one long-let, one premium villa), across guest segments
(family beach, golf, off-season corporate).

21. Leveraging too aggressively on AL

Banco de Portugal's macroprudential framework caps LTV at 90% for resident own-and-only homes,
80% for resident secondary residence, and 70% for non-HPP / investment (which is what an AL is).
For non-residents, market practice is narrower: typical LTV is 60-75%, not the often-quoted 80%.
Banks add a stress premium for non-resident profiles. Spreads for non-residents typically run 0.2-0.5
pp above resident spreads.

Some investors maximise LTV to “free up capital for the next deal." On AL, this is risky. AL revenue is
volatile, seasonal, and exposed to occupancy and ADR shocks. Debt service is constant. A
conservative LTV for an AL investment is 50-60%. At 70% with non-resident pricing, two adjacent
shocks (regulatory + soft tourism year) can take the deal to negative cash flow — and with European
banks reluctant to refinance distressed AL, you are forced into a sale at the worst possible moment.

22.1gnoring exit liquidity at purchase

Liquidity is a feature you only need once, but you need it badly. Mainstream Algarve apartments in
known towns (Lagos, Vilamoura, Tavira, Carvoeiro) typically sell within weeks to a few months in 2026.
Premium villas above €2M can take 9-18 months. Off-coast and rural properties often sit 18-30
months. Specialised resort units with restrictive ownership terms can take longer.

Run the exit timeline at purchase: if | need to liquidate in 90 days, what price do | have to accept? If
the answer is "20-30% below today," your investment is functionally illiquid and must be priced
accordingly in your IRR.

23. Not modelling capital gains tax before buying

Since the 2023 reform, non-residents are taxed on the same basis as residents: 50% of the net gain
enters IRS at the general progressive rates (top marginal 48%), with the rate determined by the
seller's worldwide income (foreign income enters only for rate determination, not as Portuguese tax
base). The old flat 28% on 100% of the gain is still nominally available as an option but is rarely the
better choice.
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Tax-relevant variables: deductible costs (acquisition costs, IMT, notary, legal, capital improvements
with invoices), holding period (compounds inflation indexation rules), reinvestment rules (resident
HPP-only — normally not relevant to investors). For non-residents from countries with no double-tax
treaty including the relevant credit, watch the home-country interaction carefully. Run the after-tax
IRR, not just the pre-tax.

24. Misreading "appreciation” claims

"The Algarve has appreciated 10% per year over five years" is a true statement about the past. It is not
a forecast. INE's full-year 2025 data showed Portugal median at €2,076/m? (+16.8% YoY), with the
Algarve at €3,139/m? — a number partially driven by interest-rate normalisation expectations and FX
flows that may not repeat.

Underwrite at conservative appreciation assumptions (0-3% real terms long-run) and let
outperformance be upside, not the base case. Building a 10-year IRR on 8% appreciation is wishful,
not analytical.

25. AIMI, new-resort hype, and treating the Algarve as one market

Three smaller mistakes deserve combined treatment.

AIMI on portfolios above the €600,000 single threshold. AIMI applies at 0.7% on summed VPT (tax
registration value, typically lower than market) between €600,001 and €1M, 1.0% from €1M to €2M,
and 1.5% above €2M for individuals. Married couples taxing jointly double the deduction to
€1,200,000 and the bracket boundaries scale accordingly. Companies pay 0.4% from euro one and
7.5% if blacklist-resident. Investors building a multi-property portfolio frequently miss AIMI until the
first bill arrives. Plan ownership structure (split between spouses, holding entity) before the threshold
is breached, not after.

New resort hype. Several recent Algarve resorts have failed to deliver promised amenities — golf
courses delayed by years, spas downgraded, retail components abandoned. Buyers paid premium for
an ecosystem that never materialised. Do not pay forward for amenities; pay only for what is
operational and contracted.

Treating the Algarve as one market. A 30-minute drive in the Algarve crosses price differentials of
100%+ and yield differentials of 200+ basis points. Lagos is not Albufeira. Tavira is not Vilamoura.
Loulé town is not Quinta do Lago. Investors who price one market off another's data make systematic
errors. Underwrite at parish level minimum.

Four Disaster Stories (Anonymised)

Story 1 — The Albufeira AL stack

A British investor bought three identical two-bedroom apartments in a high-rise complex in central
Albufeira in 2021 with 70% LTV financing, modelling 80% summer occupancy at €220 ADR with 12%
management. Underwriting showed €58,000 of net rental per unit — strong DSCR.
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Reality across 2022-2024: occupancy averaged 64%, ADR averaged €178 (heavy weekend
discounting in a saturated micro-market), management cost 22% all-in including extras,
condominium repair levies added €3,800 per unit. Net rental came in at roughly €22,000 per unit —
38% of underwriting. Combined with rate resets pushing mortgage payments up €280/month per
unit through 2023, the portfolio went cash-flow negative.

The investor tried to sell one unit in late 2024 to deleverage. With 80+ comparable units listed within
walking distance, the unit took 11 months to sell, achieving 14% below initial purchase price net of
agent fees. Lesson: concentration risk is real, AL saturation is real, brochure occupancy should always
be discounted.

Story 2 — The off-plan deposit loss

An American couple, attracted by a beachfront resort scheme advertised in 2022, signed a CPCV for
a three-bedroom apartment at €795,000, paying a 30% deposit (€238,500) directly to the
developer's nominated account. The contract referenced "bank guarantee available on request” but
did not attach one. Represented by the developer's "recommended” lawyer, the buyers did not insist
on one before transfer.

The development stalled in 2024. Construction halted at 35% completion. The developer entered
insolvency proceedings in 2025. With no autonomous bank guarantee, the buyers were unsecured
creditors. After 18 months of process, they recovered approximately 47% of their deposit — €112,000
lost on a transaction that should have been deposit-protected.

Lessons: a developer's 'recommended lawyer" is not your lawyer. The bank guarantee is non-
negotiable. Stage payments must trigger only against verified construction milestones.

Story 3 — The branded residence trap

A Dutch investor bought a one-bedroom unit in a Golden Triangle branded residence in 2020 at
€690,000, persuaded by the operator's "guaranteed 5% net for 5 years" rental programme. Structure:
75% of revenue to owner, 25% to operator, with a guaranteed minimum equal to 5% net of purchase
price for years 1-5.

The guarantee delivered as promised. In year 6, the operator presented a renewed programme at
65/35 economics with no guarantee, citing rising staff and FF&E refresh costs. Actual unguaranteed
yield in year 6 came in at 3.1% net. The investor decided to exit. Resale was restricted to buyers
approved by the operator, with a mandatory 7% exit fee. The unit took 14 months to sell, achieving
roughly purchase price (no nominal gain across six years). With the exit fee and lawyer/agent costs,
the final realised loss was approximately 1% in EUR before financing costs.

Lessons: guaranteed yields with finite horizons are loss-leaders for the operator. Lock-up and exit

restrictions destroy real returns.

Story 4 — The currency wipeout

A UK investor purchased a €475,000 villa in central Algarve in late 2022 when GBP/EUR was
approximately 113, paying in cash. Rental yield was modest (3.4% net) but stable, and the
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underwriting case was 5-year hold with mid-single-digit appreciation.

In late 2025 the investor sold for €530,000 — an 11.6% nominal EUR gain. Through the period,
GBP/EUR strengthened to roughly 1.18. The EUR proceeds, repatriated to GBP, produced a 6.7% gain in
GBP terms — well below the headline EUR return. After Portuguese CGT (effective rate ~14% on the
taxable portion at the seller's worldwide rate band), agent fees, and FX transaction costs, the realised
GBP return was approximately 1.5% over three years, against an opportunity cost of UK gilts paying
4-5% per annum risk-free for most of that period.

Lessons: currency moves are non-trivial on multi-year horizons. Tax and transaction costs eat 30-
50% of nominal gains. Compare investment IRR to risk-free benchmarks in your home currency, not in
EUR.

Strategic Frameworks

Yield decomposition: gross to net to after-tax

A disciplined investor models five yield numbers, not one:

1. Headline gross yield = annual asking rent / purchase price

2. Realistic gross yield = expected actual revenue / total acquisition cost (including IMT, stamp duty,
notary, legal, furniture, AL setup) — typically 80-90% of headline

3. Net operating yield = realistic gross minus management, cleaning, supplies, condo fees,
insurance, IM|, repairs reserve, void allowance — typically 55-70% of realistic gross

4. Net cash-on-cash (if leveraged) = net operating yield minus debt service, on equity invested
rather than total price

5. After-tax cash-on-cash = net cash-on-cash adjusted for IRS (or IRC) on rental income, AIMI if
relevant, and CGT amortised over the assumed hold

Headline gross of 6.5% in the Algarve typically corresponds to after-tax cash-on-cash of 2.5-3.5%
on a leveraged AL — closer to a sovereign bond return than the brochure suggests.

Cap rate vs cash-on-cash vs IRR vs total return
e Cap rate = NOI / property value. Compares assets, ignores financing.

e Cash-on-cash = annual net cash / equity invested. Year-by-year leveraged return.

* IRR = time-weighted return including all cash flows, financing, and exit. The single most important
number.

e Total return = IRR plus appreciation captured at exit, after-tax.

The frequent investor error is to optimise for one and ignore the others. A high cap rate with no
appreciation can underperform a moderate cap rate with strong appreciation. A great IRR pre-tax
can be mediocre after-tax. Model all four.
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5-year vs 10-year holding period

Five-year holds are taxed harshly per unit of appreciation, are exposed to a single cycle, and force
resale at a moment that may not be optimal. Ten-year holds amortise transaction costs (typically 8-
12% round-trip) over a longer base, ride at least one full cycle, allow for rate normalisation, and let
appreciation compound.

In the Algarve specifically, ten-year holds have historically outperformed five-year holds adjusted for
transaction costs and tax. Investors entering in 2026 should default to a ten-year frame, with five-
year as a contingency exit, not the base case.

Common Investor Cognitive Biases

Recency bias. "The Algarve grew 10-15% per year recently, so it will grow 10-15% for the next ten
years." It will not. Markets revert. Underwrite at long-run averages, not the last cycle's peak.

Confirmation bias. Once you fall in love with a property, every search query is shaped to support the
purchase. Antidote: actively seek the bear case. Ask three different professionals what could go
wrong with this specific deal.

Sunk cost fallacy. "I've already paid for surveys, lawyers, and three trips — | have to buy something."
You do not. The cost of those trips is small compared to the cost of buying the wrong asset.

Overconfidence. Investors who succeeded once frequently size up too aggressively next time.
Position sizes should reflect what you can afford to lose, not what you assume you will gain.

Anchoring to listing prices. Listing prices in the Algarve in 2026 frequently reflect 5-10% negotiation
room, more on slower-moving stock. Anchoring to list price as “fair value” overpays systematically.
The real anchor is comparable transactions, ideally three or more from the last 12 months in the same
micro-market.

Investor Decision Framework

The 12-question pre-purchase test

Before signing a CPCV, an investor should be able to answer all twelve in writing:

1. What is the AL situation at this council, parish, and building, in writing, today?

2. What is the realistic occupancy and ADR, supported by what data?

3. What is the all-in net yield after every cost and tax, modelled conservatively?

4. What is the IRR over 10 years across base, bear, and bull cases?

5. What does the deal look like at Euribor + 2 pp and a 30% revenue shock?

6. Who is the property manager, what are their references, and what does the contract say?

7. What is the resale liquidity profile of this exact micro-market?
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8. What ownership structure is optimal for me, validated by a Portuguese tax adviser?
9. What is my exit plan, and what triggers it?
10. What is my currency exposure, and how am | managing it?

1. What concentration does this purchase create across my portfolio?

12. Have | walked away from at least one prior deal, demonstrating | can say no?

If any answer is "l'll figure it out after closing,” do not close.

Required reserves and stress test

Minimum cash reserve at acquisition: 6 months of fixed costs (mortgage, condo, IM|, insurance, basic
maintenance) plus 2% of property value as capex reserve. For a €400,000 leveraged AL, that is
typically €15,000-€25,000.

Stress test passes if: (a) the deal services debt and produces non-negative cash flow at Euribor +
200 bps, occupancy 50%, ADR -10%, management 25%, and (b) you can withstand a 12-month
vacancy without default.

Diversification rules

For multi-property portfolios above €1M total exposure: no more than 60% of capital in any single
town, no more than 40% in any single asset type, no more than 50% of revenue from a single guest
segment, and at least one asset with year-round long-let demand as a stabiliser.

When to Sell

Triggers
e Yield deterioration: net yield drops 25%+ from underwriting and shows structural rather than
cyclical signs.
e Regulatory change: AL is suspended, the building bans new registrations, the council shifts
containment rules. Re-evaluate immediately.

e Better redeployment: another asset offers materially better risk-adjusted return after tax and
transaction cost.

e Concentration cleanup: portfolio has drifted to over-concentrated in one micro-market, asset
type, or revenue source.

e Life changes: children, retirement, residency change, currency need. Valid triggers — but plan the
exit, don't panic-sell.

e Tax-efficiency window: a low-income year, loss carry, residency optimisation.

Tax-aware exit

Time disposals to your global tax year, not just Portugal's. Document every capital improvement with
invoices to maximise CGT cost basis. Consider sequencing — selling one property at a gain in a low-
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income year can produce a different effective rate than selling all three at once. For non-residents,
the post-2023 default (50% inclusion at progressive rates, applied with worldwide income for rate
determination) typically beats the old 28% flat regime, but it depends on personal circumstances.

Selling at "peak emotion" (after a great summer, after a price headline) is rarely selling at peak price.
Peak price often comes during quiet, well-prepared marketing in autumn-winter, with a polished
property and a confident agent narrative.

Conclusion

The Algarve is a real investment market with real returns and real risks. It is not a "get rich quick”
market. After-tax leveraged returns for disciplined investors are typically 3-5% cash-on-cash on AL,
2-3% on long-lets, with capital appreciation as upside. That is a respectable return — but it is not the
7-8% gross headline, and the gap between the two numbers is what destroys sloppy investors every
cycle.

The single most useful discipline is to underwrite as if everything will be 20% worse than the brochure
says. If the IRR still works, the investment is real. If it only works at the brochure numbers, you are
buying the brochure, not the asset.

Related reading

e Investin the Algarve — sub-region breakdown, AL micro-markets, yield-by-area benchmarks.

The "where" to this guide's "what to avoid".

e Mistakes to Avoid When Buying Property in Portugal — the trunk mistakes guide. Covers fiscal
representation, lawyer selection, wire-fraud protections, CPCV mechanics that apply to every
buyer.

e Mistakes to Avoid with Bank Financing and Mortgages — the spread-negotiation, DSTI, and
refinancing traps in detail.

e Traditional Long-Term Rental — the boring-but-stable alternative to AL, with the new 10% IRS
rate on moderate-rent contracts.

e Passive Property Investor Guide — the six-tier passivity spectrum, from self-managed AL to
SIGI/FIl paper exposure.

How 2nd Haus can help

We run buyer-side investor advisory on Algarve deals: underwriting audits, AL feasibility checks at
council-parish-building level, stress-test modelling against Euribor and tourism shocks, and
ownership-structure design with our tax partners. We do not represent sellers, take no developer
commissions, and have walked clients away from more deals than we have closed for them.
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If you have a property in your pipeline and want a second pair of eyes before signing the CPCV — that

is the conversation we are built for. Send the listing and your underwriting; we will tell you what the
brochure does not.

Sources

Primary

Banco de Portugal — Euribor por prazo (BPstat)

Banco de Portugal — LTV, DSTI and maturity limits

DL n.° 76/2024, de 23 de outubro — Diario da Republica
EU Regulation 2024/1028 — EUR-Lex

INE — Estatisticas de Pregos da Habitagao ao Nivel Local
PwC — IMT tabelas praticas 2026

OCC — IRS mais-valias imobiliarias nado residentes

Further reading

Algarve Rental Yields for Apartments 2026 — Investropa
Holiday Rental Licensing in the Algarve 2026 — Resort Rentals Algarve
Algarve Luxury Residential Market Report Jan 2026 — Quinta Property / Savills

Portugal Off-Plan Risks: How to Protect Your Deposit — Investropa

Last updated: 15 May 2026. Verified against CANONICAL_FACTS.md 2026-05-15. Material 2026
figures (Euribor, AL regulation, CGT regime, AIMI thresholds) are pegged to that date — re-verify
before signing.
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https://bpstat.bportugal.pt/conteudos/quadros/2599
https://www.bportugal.pt/en/page/ltv-dsti-and-maturity-limits
https://diariodarepublica.pt/dr/detalhe/decreto-lei/76-2024-892301177
https://eur-lex.europa.eu/eli/reg/2024/1028/oj/eng
https://www.ine.pt/xportal/xmain?xpid=INE&xpgid=ine_destaques&DESTAQUEStema=55534
https://www.pwc.pt/pt/pwcinforfisco/flash/imi-imt-e-selo/imt-novas-tabelas-praticas-imt-vigorar-janeiro-2026.html
https://occ.pt/pt-pt/noticias/irs-tributacao-das-mais-valias-imobiliarias-auferidas-por-nao-residentes
https://investropa.com/blogs/news/algarve-rental-yields-apartment
https://www.resortrentalsalgarve.com/en/blog/what-owners-must-know-in-2026-about-holiday-let-licensing-in-the-algarve/
https://quintaproperty.com/wp-content/uploads/2026/01/QP-Savills-January-2026-Market-Report-2.pdf
https://investropa.com/blogs/news/portugal-off-plan-risks-protect-deposit

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.

2nd Haus - Free Guide 15/15


https://2ndhaus.pt/

