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TL;DR

e Risk-averse buying in Portugal costs an extra 2—3% of price across legal, technical, FX, and
insurance fees — and converts the unknown, catastrophic losses into known, priced ones.

e Seven risk categories matter: title, structural, financial, market, regulatory, climate, exit. Most
disasters cluster in one or two of these; almost all are preventable at offer time.

e The single highest-return spend is an independent lawyer (1-1.5% + VAT). The cheapest mistakes
are skipping inspections, skipping FX hedging, and skipping insurance.

Key 2026 stat. A buyer who completes the deed inherits full legal liability for any
unpermitted work on the property under Decreto-Lei 10/2024. The seller's "we'll sort it later”
disappears at the Escritura. This is the single most expensive change in Portuguese buyer law
in the last decade — and most foreign buyers have never heard of it.

Introduction: What "Risk-Averse" Really Means

If you are reading this guide, you are probably not chasing 12% yields or beachfront flips. You are the
buyer who would rather earn one percentage point less and sleep through the night — a retiree
converting pension savings into a home, a first-time foreign buyer, or a capital-preservation investor
for whom the floor matters more than the ceiling.

Portugal is, on balance, one of the safer European jurisdictions for property buyers. Title is registered,
transactions go through a public notary, and 2024-2026 reforms have tightened developer
obligations. But every year foreign buyers still lose six- and seven-figure sums to forged title deeds,
illegal extensions they inherit liability for, off-plan developers who go bankrupt, climate-exposed
villas that become uninsurable, and Alojamento Local licences that evaporate after acquisition.

Risk-averse buying is the discipline of identifying every category of potential loss before signing and
paying the modest premium (typically 2—4% of price across legal, technical, and insurance fees) that
converts unknown risks into known, priced ones.
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The Seven Risk Categories

# Risk Category Typical Loss If It Materialises

1 Legal / Title 10—-100% of purchase price; litigation 2—-6 years

2 Structural €10,000 - €200,000 in unforeseen repairs

3 Financial Mortgage default, forced sale, FX losses 5-25%

4 Market 10—-30% overpayment, stagnant micro-market

5 Regulatory AL revocation, IMI hike, tax-residency surprises

6 Climate / Env. Uninsurability, fire/flood damage, asset write-down

7 Exit / Liquidity Property unsellable for 18—-36 months without discount

This guide walks each category in detail, gives you the practices to mitigate it, and ends with two
worked profiles — a €450,000 Lagos townhouse and a €750,000 villa with pool — so you can see
the methodology applied end-to-end.

The Seven Risk Categories Explained

1. Legal / Title Risk

The category that produces the most catastrophic losses: if title is defective, you may pay full price
and own nothing.

e Forged or backdated documents — fake heirs, fabricated powers of attorney, sellers who never
had the right to sell.

e Contested ownership — inheritance disputes, an estranged spouse with a community-property
claim, unregistered usufruct rights.

¢ Undisclosed easements (servidées) — a neighbour's right of passage, a water pipe, an electrical
pylon.

¢ lllegal extensions and unauthorised works. Under Decreto-Lei 10/2024 (the Simplex
Urbanistico reform), a buyer who completes the Escritura inherits full legal liability for any
unpermitted work — including demolition costs and Camara fines. The seller's verbal "we did this
years ago, nobody cares" becomes your problem the moment you sign.

e Caderneta / Certidao mismatches. Different m?, boundaries, fractions: any discrepancy can
paralyse a future sale.

e Active mortgages, liens, or fiscal seizures (penhoras). These follow the property, not the seller.

Portugal does not use US-style escrow or universal title insurance. The notary checks documents but
does not warrant them. Your defences: an independent lawyer who pulls every document and reads
the planning history, and (optionally) title insurance.
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2. Structural / Technical Risk
e Hidden defects (vicios ocultos): rising damp, structural cracks behind plaster.
e Termite damage in wooden beams (Algarve and Alentejo rural builds).
e Failed septic tanks in non-mains-sewer properties.
¢ Asbestos in roofing tiles (1960-1990 builds).

e Wrong land classification — a "house” on RAN/REN reserve land where the existing volume is
technically illegal.

e Substandard recent construction by under-capitalised builders.

A modest unexpected renovation costs €15,000—-€60,000; a structural failure (foundations, slab,
retaining wall) €50,000—-€200,000+. For older Lisbon and Settbal apartments, seismic non-
compliance is real and material.

3. Financial Risk

¢ Mortgage rate moves. As of 13 May 2026 (EMMI fixings): Euribor 3M 2.283%, 6M 2.548%, 12M
2.860%. The 6M index dominates Portuguese variable-rate stock (39.4% of HPP variable
contracts, Banco de Portugal data). Rates were below 1% in 2021 and above 4% in 2023. Assume
another full cycle.

e Currency moves. A 5-10% adverse GBP/EUR or USD/EUR move on a €500,000 purchase is
€25,000-€50,000.

e Hidden costs. IMT, stamp duty, notary, registry, lawyer, inspection, IMI, condominium quotas, AIMI,
capital gains on resale.

¢ Income shock. Pension cut, redundancy, iliness. The 6-month carrying-cost reserve is not
optional.

4. Market Risk
e Overpaying because the listing is anchored in the agent's most optimistic comparable.
e Buying in a micro-market dependent on a single demand source.

¢ Buying a unit type (oversized, ground-floor, very high floor) the local market does not actually
want.

e Buying near the top of a five-year cycle without knowing it.

INE data for full-year 2025 puts the Algarve median at €3,139/m? and Greater Lisbon at €3,439/m?;
idealista asking-price indices run materially higher and lag transaction medians. Triangulate any
postcode median against at least three sources, distinguish asking from transacted, and note the
reference quarter.

5. Regulatory Risk

¢ Alojamento Local. DL 76/2024, de 23 de outubro (in force since 1 November 2024) is the current
framework: it repealed the Mais Habitagdo restrictions, eliminated CEAL, eliminated the
quinguennial re-authorisation (registrations are now permanent), lifted the national freeze on new
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apartment registrations, and devolved containment to municipalities. AL licences are
transferable with the property. Some city centres (notably parts of Lisbon and Porto) have
parish-level containment that closes off new registrations entirely. Containment lists change
frequently — always verify in writing with the Camara before assuming AL income.

EU short-term rental rules. EU Regulation 2024/1028 applies from 20 May 2026: platforms must
collect host registration numbers, share monthly activity data with Member States, and delist
non-compliant listings. Portugal's transposition act on penalties was not yet published as of mid-
May 2026 — expect enforcement detail through the year.

EU energy performance. Directive 2024/1275 (EPBD recast) must be transposed nationally by 29
May 2026. The directive tightens minimum energy-performance standards on existing residential
stock and introduces renovation-passport obligations on the worst-rated buildings. Verify the
Portuguese transposition law before relying on any single timeline.

IMT / IMI / AIMI. Rates and brackets shift each State Budget. The 2026 housing fiscal package (Lei
n.° 9-A/2026, de 6 de marcgo) introduced a flat 7.5% IMT for non-resident buyers of urban
residential property, with five carve-outs (buyer already a Portuguese tax resident; buyer
becomes resident within 2 years; Portuguese emigrant; moderate-rent rental commitment
<€2,300/month for 236 months in the first 5 years; state service abroad). The complementary
decreto-lei autorizado was promulgated 12 May 2026; until DR publication of the DL, the flat rate
is approved but not yet operational. AIMI thresholds unchanged: €600k single / €1.2M couple
(joint).

Council changes. Pool permits, fagade rules, ARU expansions, height limits.

6. Climate / Environmental Risk

The Algarve burned in 2003, 2018, and again in Sept 2025 (Aljezur and Lagos). Lisbon's Lower Tagus

Valley fault has a return period of 150-200 years for M6—7 earthquakes. The Algarve had reservoirs
below 25% capacity in 2024-25.

Wildfire. Maximum-risk Algarve municipalities: Aljezur, Lagos, Monchique, Portimao, Silves, Loulé,
Tavira, Sdo Bréas de Alportel.

Coastal erosion. Parts of Lagos, Quarteira, Caparica face active erosion.

Earthquake. ~60% of Lisbon stock predates 1958 (no seismic code). RSAEEP/REBAP came in
1983; post-2010 Eurocode-8 builds are robust.

Flooding. Low-lying Faro, parts of Lagos, Tagus and Mondego floodplains. Feb 2026 storms
caused widespread flooding.

Drought. Algarve under 5% restrictions in early 2026; pools and gardens cut first.

7. Exit / Liquidity Risk

Idiosyncratic properties (very large, very rural, very luxury) have thin buyer pools.
AL-dependent properties become unsellable to investors if AL is restricted.
RAN/REN land or unresolved planning issues cannot be bank-financed, halving the buyer pool.

Top-of-market in falling-volume markets sits 12—24 months.
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Risk-Reduction Practices: One Per Category

Legal Risk Mitigation

Hire an independent lawyer — the single most important rule in this guide. Never use the lawyer
recommended by the seller, the seller's agent, or the developer; a lawyer dependent on agency
referrals has a structural conflict. Find one via Ordem dos Advogados, embassy lists, or completed-
buyer referrals.

Demand the full document set: Caderneta Predial Urbana (Autoridade Tributéaria); Certidao
Permanente do Registo Predial (predialonline.pt, ~€15, valid 6 months); Licenga de Utilizag&o /
Habitag&o; Certificado Energético; Ficha Técnica de Habitagao (post-2004); planta de localizag&o +
full Camara planning history; condominium pack (Regulamento, last 3 years of minutes, reserve-fund
balance, seller's debts).

Cross-reference everything. Caderneta and Certiddo must match on owner, NIF, area, fraction,
boundaries. Resolve any discrepancy before CPCV, not after.

Lawyer fees: 1-1.5% + 23% VAT, typical €3,000 minimum. On €450,000: ~€5,500 + VAT = ~£6,765.
The cheapest insurance in the transaction.

Structural Risk Mitigation

Always pay for an independent inspection. Typical 2026 prices:

Inspection Type Cost (incl. VAT)
Pre-purchase visual + report (apartment) €400 - €600

Full house inspection (engineer + tools) £595 - €1,000
Structural & seismic (Eurocode-8) £€1,500 - €2,150
Specialist (damp, termites, septic) €200 - €500 each

Test, do not trust. Run every tap (pressure, hot-water recovery); flush every toilet; switch every
breaker (look for old-style fuses, asbestos panels); open every window; check beams for termite
holes and sag; inspect the roof (re-roofing a 150 m? Algarve villa is €15,000—€40,000); walk the pool;
for septic, ask when last emptied.

Financial Risk Mitigation
e Stress-test the mortgage at base / +2pp / +3pp. The Banco de Portugal macroprudential stress
test for variable/mixed-rate contracts (residual maturity > 10 years) is index + 3 pp — apply the
same test to yourself. If +3pp forces a sale, the LTV is too high.
e Pre-approve before offering — converts a soft offer into a credible one and surfaces DTI /
residency issues before emotional commitment. Note that non-resident LTV is typically 60-75%
(market convention, not hard regulation), DSTI ceiling 50%.
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¢ Lock currency early with an FX forward (5% deposit for 6 months, 10% for 12). On €500k, a 5%
adverse move is €25k; a 0.3—-0.5% forward premium is cheap.

¢ Build a six-month reserve in EUR covering mortgage, IMI (typically 0.3—0.45% of VPT for urban),
AIMI if applicable, condominium quotas, insurance, utilities, pool/garden.

¢ Plan for repairs: 1-2% of property value per year (€5-10k/yr on a €500k home).

Market Risk Mitigation

e Pull 8+ active and 8+ recently-sold comparables in your postcode/type/size from idealista,
Imovirtual, CASA SAPOQ, plus local agents.

e Pull the 5-year postcode price chart from Confidencial Imobiliario, INE, or idealista. A postcode up
60% over 5 years is a different cycle point than +15%.

e Talk to three independent agents. The variance in their fair-value estimates is itself diagnostic.

¢ Reject the asking price as anchor. 2026 asking-to-final ratios range 92% (typical resales) to 99%
(prime new build).

Regulatory Risk Mitigation

For AL — confirm in writing with the Camara: (1) the freguesia is not a containment zone; (2) the
building has no condominium AL ban (allowed under DL 76/2024); (3) any existing licence is
registered and active (AL is transferable with the property under DL 76/2024 — the licence does not
need re-issuance); (4) no pending council motion to extend containment. Containment lists change
quickly; the written confirmation is what protects you.

For energy — Directive 2024/1275 transposition by 29 May 2026 will tighten minimum standards on
residential stock. A property rated D/E may face renovation-passport costs of €15k—€60k within 5-
10 years. Verify the final Portuguese transposition before signing.

For IMT (non-residents) — under Lei 9-A/2026 the flat 7.5% non-resident IMT applies once the
decreto-lei autorizado is published (expected mid-2026); model both scenarios and read the five
carve-outs carefully if you plan to become resident, rent at moderate rates, or are a Portuguese
emigrant.

Condominium — read the Regulamento and the last 3 AGM minutes before CPCV. Watch for: pending
special assessments, reserve fund < 10% of annual budget, ongoing litigation, AL/pet/exterior-
modification bans.
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Climate Risk Mitigation

Risk Tools

Wildfire IPMA Mainland Rural Fire Danger maps; ICNF history; municipal hazard plans
Flood EEA Flood Risk Areas Viewer; APA plans; local REN map

Coastal erosion APA coastal vulnerability; POOC setback plans

Earthquake Build year vs. RSAEEP/REBAP/Eurocode-8; structural survey for pre-1983
Drought Aguas do Algarve restriction history; reservoir storage data

Algarve filters: avoid valley bottoms in pine/eucalyptus, especially single-access, in maximum-risk
municipalities; cliff-top — geotechnical report + setback check; pool rentals — price 2—3 weeks/yr of
restriction risk.

Lisbon filters: pre-1958 = highest seismic risk, demand structural/seismic survey; 1958-1983 = legacy,
survey recommended; post-1983 / post-2010 = most resilient.

Exit / Liquidity Risk Mitigation
Buy what is easy to sell. Dull, generic, central, well-documented sells faster than spectacular, unique,

remote.

High-liquidity (2026): Lisbon 1-3 bed apartments in Estrela, Campo de Ourique, Avenidas Novas,
Alvalade; Cascais and Estoril family apartments and townhouses; Lagos, Tavira, Vilamoura 2—-3 bed
apartments in established condominiums; Porto centre and Foz apartments.

Low-liquidity (caution): rural quintas with complex title; off-plan from unknown developers;
properties with active planning issues; RAN/REN land; isolated villas on poor access roads;
beachfront with active erosion; bespoke architect homes in non-prime areas; AL-dependent
investments in containment zones.

The Risk-Averse Buyer's Property Profile

A consolidated YES/NO list distilled from the seven categories.

YES — properties that match the risk-averse profile

¢ Established condominiums (10+ years) with a reserve fund = 10% of annual budget and clean AGM
minutes

e Urban properties with clear, single-line title and matching Caderneta/Certidao
e Recent construction (post-2010) with full Licenga de Utilizagdo and Ficha Técnica de Habitag&o
e Walkable to amenities (groceries, pharmacy, transport) — supports both lifestyle and resale

e Multiple-comparable neighbourhoods (you can find at least 10 sold comps in 18 months)
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¢ ARU-located rehabilitated properties (with the IMI/IMT exemptions properly registered)

e Energy rating B or higher (avoids the worst exposure to 2026+ EU directive obligations)

NO — properties that fail risk-averse screening
e Rural quintas with complex inheritance title
e Off-plan from developers with under three completed projects or under five years of trading

e Properties with any active planning issue or unpermitted work (remember DL 10/2024 — that
liability is now yours)

¢ Plots on RAN or REN land (very limited buildability, hard to mortgage, hard to sell)
¢ [solated villas on private dirt roads in fire-risk zones

e Beachfront with documented erosion or POOC setback issues

e Pre-1958 Lisbon buildings without a structural survey

e Al-dependent investments where the AL allowance is unconfirmed in writing

e Condominiums with negative reserve fund, ongoing litigation, or > €10,000 in special assessments
in the last 24 months

Pre-Purchase Checklists

A. 30-Point Legal Due Diligence Checklist
1. Caderneta Predial Urbana < 6 months old
2. Certidao Permanente do Registo Predial < 30 days old
3. Caderneta / Certidao match on owner name and NIF
4. Caderneta / Certidao match on area and fraction
5. Caderneta / Certiddo match on boundaries / artigo matricial
6. Licencga de Utilizagao (or Habitag&o) present and valid
7. Authorised use in licence matches actual use
8. Ficha Técnica de Habitagao (post-2004) present
9. Certificado Energético current; rating noted

10. No mortgages or charges on Certidao (or distrate at deed)

—_

1. No fiscal seizures (penhoras) registered

12. No judicial actions against the property

13. No third-party usufruct or other real rights

14. Camara planning history: every alteration accounted for (DL 10/2024 buyer liability)
15. Pool, annex, basement, terrace conversions all licensed

16. Land classification (urban / RAN / REN) confirmed

17. ARU status confirmed if claiming benefits

18. Condominium Regulamento reviewed
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19. Condominium last 3 AGM minutes reviewed

20. Condominium reserve-fund balance confirmed in writing

21. Seller's condominium debts = €0

22. Pending special assessments = €0 (or disclosed and discounted)
23. Seller identity verified (passport / cartdo de cidadao)

24. Seller NIF verified

25. Marital régime confirmed (community property requires spousal consent)
26. PoA — original sighted; scope checked

27. Estate sale: probate / inheritance docs complete

28. CPCV drafted by your lawyer, not the seller's

29. Deposit by bank transfer, clear paper trail (never cash)

30. Escritura date confirmed; documents pre-checked by notary

B. 20-Point Technical Inspection Checklist
1. Roof (tile, flashing, gutters)
2. Fagade cracks, especially at corners and openings
3. Damp / rising damp (meter reading, not visual)
4. Windows: double-glazing seal, frame, drainage
5. Doors: alignment, weatherproofing
6. Wooden beams: termite, dry rot, sag
7. Floor levelness (laser or marble test on older properties)

8. Electrical panel age, capacity, RCD, earthing

©

. Plumbing: pressure at all taps, hot-water recovery, leaks

10. Drainage: every fixture promptly

—_

1. Sewer / septic: connection or septic age and condition
12. Water source: mains / well; potability certificate if well
13. Heating: age, fuel, last service

14. AC: age, refrigerant, condition

15. Pool: liner, motor, filtration, tiles, water-loss test

16. Insulation and ventilation

17. Asbestos check on roofing tiles (1960-1990)

18. Mould / ventilation in bathrooms and kitchen

19. Outbuildings, garage, terrace integrity

20. On-the-ground boundaries match Caderneta plan

C. 10-Point Financial Stress Test

1. Monthly payment at quoted rate < 30% of net income
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2. Monthly payment at +2pp < 35% of net income
3. +3pp survivable 12 months from reserves (BdP stress benchmark)
4. Transaction costs reserved separately, NOT borrowed
5. Six months of carrying cost held in EUR
6. FX exposure hedged or accepted in writing
7.1-2% annual repair budget allocated
8. Annual IMI projected (VPT x council rate)
9. AIMI projected if portfolio VPT > €600k (single) / €1.2M (couple)
10. Capital-gains exposure modelled at +0% / +20% / +50%

Lawyer Engagement: How to Hire Well

Where to find one: Ordem dos Advogados bar search; embassy lawyer lists; referrals from completed
foreign buyers; structurally independent buyers' agents.

Ask before engaging: transactions closed in last 24 months; fixed fee or percentage; will you
personally handle this; written DD report before the CPCV; Pl insurance limit; conflict-of-interest

policy.
Fees: 1-1.5% of price + 23% VAT, typical €£€3,000 minimum. Some boutiques charge a fixed €4,500-
€7500 package.
What a good lawyer MUST do (some skip):
e Pull the full planning history from the Camara — under DL 10/2024 any unpermitted work
becomes your liability, so your lawyer's job is to find it before the notary doesn't.
e Cross-reference Caderneta and Certidao line by line.
e Review the last three years of condominium AGM minutes.
¢ Draft (not just "review") the CPCV.
e \Verify seller marital régime; obtain spousal consent if needed.
¢ [ssue a pre-deed checklist confirming distrate of any mortgage, IMl arrears paid, etc.

e Deliver a written report in your language.

Title Insurance in Portugal

Title insurance is rare in Portugal because the registry is generally reliable, but it is available —
Stewart Title and First American write policies through European correspondents. Typical premium:
0.5-1% of property value, paid once at closing, covering forged documents, undisclosed easements,
certain encroachments, and defects in the chain of title.
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When to consider it: estate sales with multiple heirs; PoOA or foreign-domiciled seller; older

properties with informal extensions; high-value purchases (>€750k) where cost is small vs. loss; any

residual title concern your lawyer cannot fully resolve.

Title insurance does not replace a lawyer. The lawyer prevents problems; insurance pays out if an

undetectable problem surfaces later. Both, not either.

The 10-Year Builder Warranty

DL 84/2021 and Civil Code Art. 1225 create three tiers of new-construction warranty:

Defect Type Warranty Examples

Structural (stability / safety) 10 yr Foundations, load-bearing walls, slabs, retaining walls
Non-structural / installations 5yr Plumbing, electrical, HVAC, waterproofing

Equipment with autonomous function 2yr Boilers, AC units, ovens, dishwashers

How to claim: notify the seller/builder in writing (registered post) within 30 days of discovering the

defect and always within the warranty period; document with photos, dates, and expert reports;

engage a lawyer if the builder does not respond. For new construction, demand a performance bond /
seguro caucgéao at the CPCV stage — this is what you collect against if the developer goes bankrupt.

Insurance Strategy

Cover

Mandatory?

Annual Cost (typical)

Risk-Averse
Recommendation

Building
(multirriscos)

Contents

Civil liability (RC)

Earthquake rider

Flood rider

Travel insurance
(visits)
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Yes if mortgaged

No

No (mandatory in
some condos)

Often optional add-on

Often optional add-on

No

€150 - €600 (apt); €400

- €1,500 (villa)
€80 - €300

€40 - €100 add-on

+10-25% of building
premium

+5-15%

€80 - €250 / annual
multi-trip

Always carry

Always carry

Always carry

Always carry in
Lisbon/Setubal/Faro

Carry if any flood-zone
exposure

Always carry pre-
completion
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Tips: insure for rebuilding cost (not market value — land does not burn); re-shop annually (Fidelidade,
Tranquilidade, Allianz, Ageas, Liberty, Generali); document contents with photos / serial numbers;
declare pools, art, and jewellery specifically.

Mortgage Stress-Testing in Detail

Run three scenarios:

e A — Variable-rate stress. Quoted rate +3pp (the Banco de Portugal benchmark for
variable/mixed-rate contracts with residual maturity > 10 years; under review in 2026). Also
model +2pp as historical cycle peak. At +3pp, can you service for 12 months from current income
without selling assets?

e B — Income-loss stress. One earner unemployed 9 months / pension cut 15% / survivor-benefit
60% of joint. Do reserves + reduced income cover carrying cost for 12 months?

e C — Currency stress. GBP/EUR or USD/EUR moves 10% adversely, raising effective payment ~10%
in home currency. Combined with Scenario A, can you still service?

If two of the three fail, lower the loan-to-value or buy less. The market rewards patience; foreclosure
does not.

Currency Hedging for Non-Resident Income Earners
Three tools used together:

1. FX forward contracts. Agree today to buy €X at a fixed rate on a future date. Regulated
consumer brokers (TorFX, Halo Financial, Currencies Direct, Wise Business) offer 1-12 month
forwards (some to 24); typical deposit 5% (6 months) or 10% (12 months). Locks the deposit and
balance currency between offer and completion.

2. EUR cash buffer. Beyond the 6-month reserve, hold an extra 6—12 months in EUR to ride out
unfavourable FX windows.

3. EUR borrowing matched to EUR income. If any future income will be in EUR (Portuguese pension,
EU rentals, EU consultancy), borrow that portion in EUR. Match liability currency to income
currency.

Building a Reserve Fund
The risk-averse minimum:

e 6 months of full carrying cost in EUR cash, accessible within 5 days

e +1-2% of property value per year allocated to a sinking fund for repairs and replacements
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Example: €500,000 property, €1,800/month carrying cost.

e Six-month reserve: €10,800

e Repair sinking fund: €5,000—€10,000/year, accumulating

This reserve is not your emergency fund for the rest of your life. It is the property's emergency fund.
Do not co-mingle.

Climate Risk Speciﬁcs for Algarve and Lisbon

Wildfire (Algarve). Risk-averse profile: urban / peri-urban, masonry, 50 m defensible perimeter,
multiple access routes. Confirm the building policy includes wildfire and that your postcode is not
flagged as restricted coverage.

Coastal erosion. Active zones in parts of Lagos (Praia da Luz, Meia Praia setbacks), Quarteira,
Portimao (Vau). Demand a current geotechnical report and confirmation the property is outside
POOC setback zones.

Earthquake (Lisbon, Setubal, Faro). Build-year tiers: pre-1958 (no seismic code) / 1958-1983
(partial) / 1983-2010 (RSAEEP/REBAP) / post-2010 (Eurocode-8). Prefer post-1983; for pre-1983,
demand a structural/seismic survey before final offer.

Flooding. Documented zones: low-lying central Faro, Tavira riverside, parts of Lagos, Tagus and
Mondego floodplains, and in Lisbon: Alcantara, parts of Av. Almirante Reis, parts of Baixa. Confirm a
flood rider is available and priced.

Drought (Algarve). Algarve at 5% restriction in early 2026; desalination coming online in 2026. Factor
2-3 weeks/year of pool unavailability into rental pro forma.

Avoiding Off-Plan / Pre-Construction Risks

e Developer DD. Last 3 years of financial statements (accountant-reviewed); Commercial Registry
(Portal da Justiga) for insolvency or ownership shifts; mandatory IMPIC registration; visit two
completed developments and talk to owners; confirm construction company is separately
financed from the development company.

e Bank guarantee on deposits. Deposits over €5,000 should be protected by bank guarantee or
escrow. Insist on the language in the CPCV; if refused, walk.

e Staged payments. Typical: 10-30% on signing, 10—20% at foundation, 10-20% at structure, 10—
20% at enclosure, 30—40% at completion. Tie each milestone to an inspection certificate, not the
developer's word.

e Snagging. Formal walk-through with an independent inspector before deed. Defects identified
now are the developer's; defects accepted at deed are harder to claim.
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e Licencga de Utilizagao BEFORE deed. Non-negotiable. Without it you cannot legally occupy,
register utilities, or resell easily.

The 5-Year and 10-Year Risk Horizons

Over 5 years: at least one rate cycle; the EU EPBD transposition (29 May 2026) and Member State
implementation; ongoing AL regulatory adjustments at municipal level; 2—3 State Budgets shifting
IMT/IMI; statistically likely climate events.

Over 10 years: a 65-year-old will be 75 — mobility, stairs, walking distance to amenities matter much
more. Younger buyers with children: school proximity and layout needs shift. Inheritance and capacity
become real — heirs informed, wills compliant with both Portuguese and home-jurisdiction law,
succession-friendly ownership structure.

Liquidity at sell time. The properties that resell well in 2036 match the typical 2036 buyer profile:
urban/peri-urban, walkable, energy-efficient, clean title, established condominium, modest size.

Common Risk-Averse Mistakes

1. Never buying. Three years of analysis with no purchase is procrastination, not risk management.
Set a deadline.

2. The "safest" location that is wrong for you. A liquid Lisbon apartment is not a good purchase if
you want a quiet rural life. Risk-averse must still be the right life decision.

3. Underspending on inspections. Saving €1,000 on a survey to discover a €40,000 roof repair is
the worst trade in real estate.

4. Skipping insurance. A €£€600/year policy that pays out on a €120,000 fire is the easiest math in
this guide.

5. Not lawyering up because of cost. €5,500 on a €450,000 purchase is 1.2%. The transaction
without a lawyer is a 100% gamble on perfect documents — and on the seller never having built
anything without a permit.

6. Confusing low yield with low risk. A central Lisbon 3.5% gross may be lower-risk than a 7%
Algarve AL — or not. Liquidity, regulation, and tenant quality matter.

7. Hedging too late. Locking FX after a move is regret, not strategy. Lock at offer, not at completion.

Worked Risk Profile Examples

Example 1 —€450,000 Lagos Townhouse

3-bed, post-2010 build, urban, walkable. 20% deposit + 80% mortgage. Buyer: UK couple, mid-60s,
retired, GBP pension + ISA.
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Risk Exposure Mitigation Cost

Legal Urban, condominium, recent Independent lawyer; full docs; planning €5,500 + VAT
build history (DL 10/2024); condo minutes

Structural 14-year-old townhouse; Full inspection (€700) €700
modest defect risk

Financial Rate cycle; GBP/EUR Pre-approval; +2/+3pp BdP stress; FX €1,800 FX
exposure forward on €360k; 6-month reserve €11k premium

Market Lagos median €/m?in 2026; 12 comps; 5-yr chart; 3 agents Time
up sharply over 5 yr

Regulatory AL not the use case (lifestyle) Confirm freguesia future optionality; EPC €0

C+

Climate Lagos = max wildfire; coastal Urban location (low wildfire); POOC €450/yr
erosion setback; insurance confirmed building

Liquidity Liquid market segment Standard 1-3 bed urban townhouse profile n/a

Total ~€8,500 +

€450/yr

Total mitigation = ~1.9% of price. Downside avoided: title issue (€450k), structural surprise (€40k),
wildfire (€120k+), FX 8% move (€£28k+).

Example 2 — €750,000 Villa with Pool

4-bed villa, 2008 build, peri-urban, 5 km from centre. 30% deposit + 70% mortgage. Buyer: US single,
late 50s, USD income.
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Risk Exposure Mitigation Cost

Legal Pool/annex licence issues;  Lawyer; planning history (DL 10/2024 buyer €9,500 + VAT
land class liability); pool licence; confirm urban (not

REN/RAN)

Structural 18-year-old; pool + roof + Full inspection (€1,000); roof, HVAC, pool, €1,200
HVAC septic each tested

Financial Larger mortgage; +2/+3pp BdP stress; FX forward €525k; 6- €3,000 FX
USD/EUR; ~£2,400/mo month reserve €14,400 premium
carry

Market €750k top of peri-urban; 8 sold comps; 5-yr chart; price 5—8% under Time
thinner buyer pool fast-selling listings

Regulatory AL desired ~15 wk/yr Written Camara confirmation (DL 76/2024 €0

transferable); EPC B+

Climate Wildfire if peri-urban into 50 m defensible space; fire-rated insurance; €700/yr
pine; pool drought pool restrictions priced (fire+EQ)

Liquidity Villas slower than Buy 5-8% under fair value; clean docs; B+ In price
apartments EPC

Title ins. Worthwhile at this price 0.6% premium ~€4,500

Total ~€20,000 +

€700/yr

Total mitigation = ~2.7% of price. The marginal cost of title insurance, full inspection, and FX hedging

on a higher-value, more idiosyncratic purchase is justified by the larger absolute downside.

FAQs

Do | need an independent lawyer if | have a buyers' agent? Yes — unless the buyers' agent's firm

includes a regulated lawyer with separate Pl cover and a clear conflict-of-interest policy.

Is title insurance worth it on a €300,000 apartment with clean documents? Probably not if your

lawyer has cleared title. Most valuable when residual concerns exist or the value at risk is large.

Best single filter for Algarve climate risk? Urban / peri-urban with 50 m defensible space, masonry

construction, two access routes — eliminates ~80% of catastrophic wildfire scenarios.

Should a risk-averse buyer ever buy off-plan? Only with a track-record developer (5+ completed,

10+ years), bank guarantee on every deposit, milestone-tied payments, snagging walk-through, and

habitation licence before deed. If any is missing, walk.

Total mitigation budget? ~2-3% of price on top of the standard 4—-9% buyer transaction taxes.
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My agent says the inspection is unnecessary on an "almost new" property. No. The agent's
incentive is to close. €500-€1,000 is non-negotiable on a six- or seven-figure purchase.

Cash buyer — do | still stress-test? Yes — stress-test the carrying cost and FX. A 10% adverse move
on carrying costs compounded over 5 years is real money.

Can | rely on the seller's EPC? Adequate for filtering; for a property you are serious about, an
independent assessor can confirm. With the 29 May 2026 EU EPBD transposition deadline, accuracy
matters more.

I am 70 / partner is 73 — what changes? Single-floor or lift-served; walking distance to pharmacy,
supermarket, clinic; established condominium; clean title; heirs-friendly structure.

Developer offers to absorb legal fees if | use their lawyer. No. The lawyer's loyalty follows the
cheque. Hire your own.

Closing Note

Risk-averse buying is not pessimism. It is recognising that a property purchase is a 5- to 30-year
commitment and the difference between a good purchase and a catastrophic one is rarely visible at
offer time. The 2—-3% you spend on legal, technical, financial, and insurance mitigation is the cheapest
insurance in the transaction — and the only one that turns unknown risks into known, priced,
manageable ones.

Buy slowly. Document everything. Stress-test honestly. Pay your lawyer well. Walk from any deal that
requires compromise on any of the seven categories above. Portugal will still be here next quarter.

Related reading

e Mistakes to avoid when buying property in Portugal — the case studies behind the risk categories.

e Mistakes to avoid with property legalisation and documentation — the deep dive on DL 10/2024
and unpermitted-works liability.

e \What most real estate agents won't tell you — how agent incentives differ from yours.

e When buying property in Portugal does not make sense — twelve buyer profiles where renting
beats buying.

e First home in Portugal — the foundational entry-point guide.

How 2nd Haus can help

We run buyer-side risk audits priced at fixed-fee, not commission. Two services map to this guide:
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¢ Pre-offer risk audit (€950 + VAT). A 7-category review on a specific property before you make
an offer: legal documents pulled and cross-referenced, planning-history flag for DL 10/2024
exposure, climate and regulatory check, market triangulation, and a written report with priced
mitigations.

¢ Full buyer-side due diligence (1.0-1.5% of price + VAT, capped). Independent lawyer-led DD
from CPCV to deed, including condominium, AL viability written confirmation, mortgage stress-
testing, FX strategy, and snagging on new build.

We are a buyer-side firm. We are not paid by the seller, the agent, or the developer. Email
buyers@2ndhaus.pt with the property URL and your timeline.

Sources

Primary

e Decreto-Lei n.° 10/2024 (Simplex Urbanistico) — Diario da Republica

e Decreto-Lei n.° 76/2024 (Alojamento Local framework) — Diario da Republica

e EU Regulation 2024/1028 on short-term rentals — EUR-Lex

e EU Directive 2024/1275 (EPBD recast) — EUR-Lex

e Lein.° 9-A/2026 (housing fiscal package) — Diario da Republica

e Banco de Portugal — LTV, DSTI and maturity limits

e BPstat — Euribor por prazo

¢ INE — Estatisticas de Pregos da Habitagdo ao Nivel Local

¢ |[PMA - Mainland Rural Fire Danger

e Civil Code Art. 1225 / DL 84/2021 (new construction warranties) — Diario da Republica

Further reading

e Property Due Diligence in Portugal (2026) — homeOS

¢ Certidao Permanente — Pearls of Portugal

e Caderneta Predial Urbana — Pearls of Portugal

e EPC in Portugal 2026 — idealista/news

e Alojamento Local 2026 Guide — Airnest REIM

e Pre-Purchase Property Inspection — InspectOS

e EEA Flood Risk Areas Viewer

¢ Algarve municipalities at very high fire risk — Portugal Resident
e Reassessing Lisbon's Earthquake Risk — Verisk

e Algarve desalination plant 2026 — The Portugal Post

e Condominium Reserve Fund — CONDMIZE

¢ Urban Rehabilitation IMT/IMI Benefits — LVP Advogados

2nd Haus - Free Guide 19/ 21


mailto:buyers@2ndhaus.pt
https://diariodarepublica.pt/dr/detalhe/decreto-lei/10-2024
https://diariodarepublica.pt/dr/detalhe/decreto-lei/76-2024-892301177
https://eur-lex.europa.eu/eli/reg/2024/1028/oj/eng
https://eur-lex.europa.eu/eli/dir/2024/1275/oj
https://diariodarepublica.pt/dr/detalhe/lei/9-a-2026-1068965400
https://www.bportugal.pt/en/page/ltv-dsti-and-maturity-limits
https://bpstat.bportugal.pt/conteudos/quadros/2599
https://www.ine.pt/xportal/xmain?xpid=INE&xpgid=ine_destaques&DESTAQUEStema=55534
https://www.ipma.pt/en/riscoincendio/rcm.pt/
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https://www.idealista.pt/en/news/legal-advice-in-portugal/2026/04/1/5110-energy-performance-certificate-in-portugal-explained
https://www.airnest-reim.com/resources/alojamento-local-license-in-portugal-the-complete-guide
https://www.inspectos.pt/en/services/pre-purchase-inspection
https://discomap.eea.europa.eu/floodsviewer/
https://www.portugalresident.com/nine-algarve-municipalities-at-very-high-risk-of-rural-fires/
https://www.verisk.com/blog/from-1755-to-today-reassessing-lisbons-earthquake-risk/
https://theportugalpost.com/posts/algarve-reinvents-reservoirs-and-desalination-to-end-surprise-water-cuts
https://condmize.pt/en/blog/article/condominium-reserve-fund-obligations-and-practical-tips?locale=en
https://www.lvpadvogados.com/imt-exemption-and-refund-a-key-incentive-for-urban-rehabilitation-in-portugal

e FX Forward Contracts — CurrencyTransfer
e Home Insurance in Portugal — Expatica

o Stewart Title

Last updated: 15 May 2026. Verified against CANONICAL_FACTS.md 2026-05-15. This guide is
refreshed quarterly, or sooner when material legal/regulatory changes warrant.
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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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