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TL:DR

e Round-trip transaction costs of 13% to 17% mean buying for fewer than 5 to 7 years almost always
loses to renting and investing the difference.

e Twelve specific buyer profiles — from the uncertain lifestyle tester to the romantic rural renovator
— should rent, wait, or invest elsewhere in 2026.

e For everyone else, the Decision Framework at the end of this guide is the honest test: 5 or more
"no" answers and the right move is not buying.

Key 2026 stat

Lisbon municipality recorded a median transaction price of €4,813/m? in 2025 (national-domiciled
buyer; €6,026/m? for foreign-domiciled buyers), against a Greater Lisbon median of €3,439/m? and
an Algarve median of €3,139/m? (INE, full-year 2025, published April 2026). The premium foreign
buyers pay over locals — 25% in Lisbon, similar elsewhere — is the single most expensive line item
missing from most rent-vs-buy spreadsheets.

Introduction: The Anti-Sales Pitch

Almost every guide on Portuguese real estate is, at its core, a sales document. Buyers' agents,
developers, lawyers, and relocation consultants derive their income from transactions completing.

The gravitational pull of the entire ecosystem is toward "yes, buy now." This guide reverses that pull.

In 2026 Portuguese real estate is no longer the obvious bargain it was a decade ago. Lisbon
municipality medians sit at €4,813/m? for nationals and €6,026/m? for foreign buyers, with Greater
Lisbon at €3,439/m? and the Algarve at €3,139/m? (INE 2025). Gross rental yields in the capital have
compressed to 3.5% to 4%. Algarve prime areas trade at €4,500 to €7,000 per square metre.
Transaction costs sit at 8% to 10% to buy and 6% to 8% to sell — round trip 13% to 17% before a single
euro of profit appears. The question is no longer “can | make it work?" but "should | do this at all?"

For some buyers the answer is clearly yes. For many others, the math, the lifestyle, the timing, the tax
position, or the personal circumstances make buying a costly mistake that compounds over years.
This guide is for that second group: twelve buyer profiles for whom Portuguese property does not
pencil out, the actual numbers on rent versus buy, and a decision framework that points many
readers toward renting, waiting, or investing differently.

The 12 Profiles Where Buying Does Not Make Sense

1. The Uncertain Lifestyle Tester

This buyer has visited Portugal two or three times, fallen in love with sunshine, pastéis de nata, and
lower prices than London or California, and is now ready to "make it real” by buying. They have not
lived in the country for an extended period. They do not yet know whether they prefer Lisbon's urban
grit or Cascais's manicured calm, whether the Algarve in February feels charming or empty, whether
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the bureaucracy will charm or break them, whether they will tolerate the lower wages and slower
pace if they need local work.

Romanticising a place at distance is one of the most reliable ways humans buy property they later
regret. Twelve months of actual residence — not vacation, not "working remotely from a hotel for two
weeks" — is the minimum reality test. You need to live through one full winter, one Portuguese tax
filing, one bureaucratic frustration with AIMA, one experience of trying to find a plumber in August.
Until that happens, anything you commit on paper is fantasy with a price tag.

2. The 3-Year Maximum Stayer

The buyer plans to be in Portugal "for a few years.” Maybe a contract assignment, maybe a sabbatical,
maybe an exploratory chapter before the next country. They look at €450,000 apartments in Lisbon
and think "if it appreciates 5% a year I'll come out ahead." This calculation is wrong, and the
wrongness is not subtle.

Round-trip transaction costs in Portugal:

e Buying: IMT (under Lei n.° 9-A/2026, de 6 de margo, the flat 7.5% non-resident rate applies to all
residential acquisitions once the complementary decree-law is published — until then, the
standard progressive scale topping at 7.5% above €1,150,853 applies), Stamp Duty 0.8%, notary
and registry €1,000 to €2,500, lawyer 1% to 1.5%, buyer's agent 0% to 2%, mortgage stamp duty
0.5% to 0.6% if financed. Total: 8% to 10%.

¢ Selling: Real estate agent commission 5% plus VAT (so 6.15%), capital gains tax on 50% of the gain
at progressive IRS rates (same regime for residents and non-residents since 2023, with worldwide
income counted for rate determination), energy certificate, lawyer fees. Total cash out: 6% to 8%
in costs alone.

A €450,000 Lisbon purchase costs €36,000 to €45,000 to enter and another €27,000 to €36,000
to exit. To break even on transaction costs in three years, the property has to appreciate at roughly
4.5% to 5.5% per year just to wash. To clear a meaningful return after holding costs (IMI, condominium,
insurance, maintenance — typically 1.5% to 2% per year), you need 7%-plus annual appreciation for
three years, which is a forecast, not a fact. Five years is the minimum honest hold for residential real
estate in Portugal. Below that, the math points to renting.

3. The Cash-Strapped Stretcher

This is the buyer who can technically qualify for the mortgage but only by deploying every euro they
have toward the down payment, transaction costs, and furnishing. Banco de Portugal's
macroprudential DSTI ceiling is 50% (with limited exceptions up to 60% for a small share of new
credit), but most banks prefer 30% to 35%, especially for foreign applicants. Push to the legal
maximum and any negative event — job loss, iliness, divorce, a renovation surprise — converts the
home into a forced sale.

The Portuguese resale market does not reward forced sellers. Properly priced homes in Lisbon, Porto,
and the Algarve typically sell in one to three months, but “properly priced” assumes a healthy seller
setting realistic expectations. A distressed seller who needs cash in 60 days takes a 10% to 20%
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discount on top of the 6% to 8% selling costs. The Stretcher's “investment” can crystallise a 25% loss
in the first eighteen months. Six months of liquid expenses plus 10% transaction costs, on top of the
down payment, is the floor — not a nice-to-have.

4. The Yield Chaser Without Skills

Algarve short-term rentals advertise gross yields of 5% to 7% on quality coastal apartments, with
premium Lagos and Quinta do Lago locations sometimes higher. The buyer reads this and projects
ten years of compounding cash flow without understanding what those numbers actually require.

Short-term rental in 2026 Algarve is operationally intense. EU Regulation 2024/1028 on short-term
rental data sharing applies from 20 May 2026 — platforms must delist listings without a valid
registration number, monthly host-activity data flows to a single national entry point, AL licence
numbers must be displayed on every listing. Municipal moratoria limit new licences in many areas.
OTA commissions of 15% to 18% combine with 22% to 35% management fees and seasonal
occupancy of 60% to 75% to compress real net yields well below the marketing figures. A €450,000
Algarve apartment producing €40,000 gross might net €18,000 to €22,000 after management,
taxes, IMI, AL bookkeeping, condo, utilities, linen, deep cleans, and the inevitable broken washing
machine in August.

If you do not have local property management experience, a vetted cleaning team, comfort with
Portuguese tax compliance, and tolerance for guest complaints at midnight, you are not actually
buying a 6% yielding asset. You are buying a 3% yielding asset wearing a costume.

5. The Tax-Trap Stumbler

Buying property does not by itself create Portuguese tax residency, but it tends to coincide with the
move that does. Classic 2026 mistakes:

e Closing in the first half of the calendar year and spending 183+ days, accidentally becoming
Portuguese tax resident for the entire year and exposing worldwide income to Portuguese rates.

¢ Missing the IFICI ("NHR 2.0") window: requires not having been Portuguese tax resident in the
previous 5 years, registration by 15 January following arrival, and qualifying employment in a
strategic activity. Crucially, foreign pensions are not exempt under IFICI — they are taxed at
standard Portuguese progressive IRS rates up to 48% plus solidarity surcharge. The old 10%
pension rate of NHR 1.0 is gone. Retirees relying on pension income alone get no benefit from IFICI.

e Selling a foreign primary residence in the same calendar year as becoming Portuguese resident,
triggering Portuguese capital gains tax on a sale that would otherwise have been exempt.

e Ignoring that Portugal taxes worldwide income at progressive rates up to 48% plus solidarity
surcharge (2.5% above €80k, 5% above €250k).

A €30,000 property transaction can trigger a six-figure tax bill proper sequencing would have
avoided. Tax planning precedes property purchase, not the reverse.
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6. The Pre-Retirement Daydreamer

A 54-year-old plans to retire to the Algarve at 60 and decides to "secure the home now." Six years of
carrying costs on a property they do not yet live in is the cost.

A €550,000 villa held six years before move-in: IMI = €2,475/year, insurance, maintenance, possibly
AIMI, and the opportunity cost of capital. €550,000 at a 7% real equity return compounds to
~€825,000. The same in property at 4% net reaches €696,000. Opportunity cost of buying early:
€130,000 to €180,000, plus €25,000 to €40,000 in carrying costs. Renting at retirement, even at 5%
to 7% above today's rents, almost always wins the math.

7. The Sole-Income Family Without Reserve

One earner, two or three children, no significant savings beyond the deposit, mortgage approved at
50% DSTI. This is the configuration most likely to end in distress. Portuguese unemployment benefits
cap at modest levels and have qualifying conditions foreigners often fail. Healthcare costs are
manageable but not zero. School fees at international schools run €8,000 to €25,000 per child per
year. A single bad quarter at the breadwinner's employer, or a non-trivial iliness, triggers the cascade.

A second earner, or a substantial reserve, or a significantly lower DSTI ratio (under 35%) — at least
one of these three — is essential before committing to a Portuguese mortgage as the family's only
roof. Without any of them, renting is not a compromise; it is the responsible choice.

8. The llliquid-Asset Owner

Some buyers have €500,000 in equity and need it to throw off cash to live on. A Lisbon primary
residence generates negative cash flow. A buy-to-let in the Algarve at 4% net yield throws off only
€20,000 per year on €500,000 — equivalent to the safe withdrawal rate of a diversified portfolio,
but with a six-month sale window instead of daily liquidity. If you need the money to live on, illiquid
Portuguese property is not the right vehicle.

9. The Co-Ownership Optimist

"My sister and | will buy together — we get along great.” Five years later, one needs cash, the other
wants to keep it. Without a written shareholders' agreement, exit clauses, valuation methodology, and
a clear management protocol, co-ownership is a future lawsuit, not an investment. Renting jointly, or
one party buying outright and renting to the other, avoids this almost entirely.

10. The Currency-Vulnerable Foreign-Income Earner

This buyer earns in GBP or USD and signs a euro mortgage. The dollar's range against the euro in 2024
to 2026 has been 1.05 to 118 — a 12% spread. An adverse currency move converts a £1,500-
equivalent payment into £1,680 to £1,750, which is real money over 25 years. Currency risk is not
zero-sum: hedge with multi-year forwards (expensive), match with euro income (rare), or accept your
“fixed" mortgage is variable in your home currency. Renting in euros preserves optionality the
mortgage destroys.
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1. The Unwilling Manager

This buyer wants the lifestyle benefits but has no appetite for managing the property. They will not
pay 22% to 35% for full management. They do not want to learn Portuguese to deal with the
condominium administrator. They cannot fly in to meet the plumber. The hybrid path — partial
management, partial DIY — generates frustration rather than savings. Either commit to full
management at the cost it requires, or do not buy.

12. The Romantic Rural Renovator

A €120,000 ruin in inland Alentejo is genuinely available in 2026. The reason it is available is that the
renovation typically costs €1,200 to €2,500 per square metre fully loaded, structural repairs add
€15,000 to €60,000 in surprises, electrical and plumbing run higher in old stone houses than buyers
expect, and the project takes 18 to 36 months when the buyer thought 6 to 9. A 200-square-metre
ruin honestly bought for €120,000 turns into a €450,000 to €600,000 project before furniture, with
the buyer effectively prepaying their next two years of weekends and a meaningful chunk of their
marriage stress. Ruins make sense for buyers with construction experience, time, on-the-ground
supervision, and budget tolerance — and almost no one else.
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The Renting Case for Each Profile

Profile

Renting alternative

Math

Lifestyle Tester

3-Year Stayer

Cash-Strapped
Stretcher

Yield Chaser
Without Skills

Tax-Trap
Stumbler

Pre-Retirement
Daydreamer

Sole-Income
Family

llliquid-Asset
Owner

Co-Ownership
Optimist

Currency-

Vulnerable Earner

Unwilling Manager

Rural Renovator

12-month lease in target
neighbourhood

Long-term lease with
120-day exit

Rent and rebuild

reserves

Invest €450k in
diversified portfolio

Rent while completing
tax planning

Invest the capital, rent at

retirement

Rent and build second-
earner pipeline

Diversified portfolio +
small rental

Joint rental or one-
owner-rents-to-other

Euro lease, periodic FX
conversion

Long-term rental of own

use property

Rent the dream village
house first

€18,000 to €24,000 to discover whether you actually
want to stay, vs €40,000+ in transaction costs to find
out the hard way

Avoid 14% round-trip costs; rent €1,500 x 36 = €54,000
vs €63,000 transaction costs alone on €450k purchase

Rent €1,500/month leaves €1,500-€3,000/month for
emergency fund; mortgage at 50% DSTI leaves nothing

5% to 7% expected return with daily liquidity; no AL
paperwork; no 3 am. calls

€18,000 of rent vs €100,000+ avoidable tax exposure
from premature residency

€550k at 7% real over 6 years compounds to €825k; rent
in 2032 from larger pile

Stable monthly cost; no forced sale risk; full reserves
intact

Daily liquidity, comparable income, geographic
diversification

No shared title, no partition lawsuit, simple exit

Smaller exposure to FX shocks; can adjust monthly
converted amounts

Landlord deals with boiler at midnight

Live in the fantasy for €800/month before committing
€450k

Honest Numbers: Rent vs Buy in Portugal

Worked example 1: Lisbon 2-bed

Purchase price: €450,000 (78 sgm in a central neighbourhood — well above the €3,439/m? Greater

Lisbon median, reflecting a specific buyer's choice rather than the average) Rent equivalent:
€1,500/month (€18,000/year)

Buying costs:
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¢ IMT (under the progressive non-HPP scale, €450k bracket): roughly €13,300 — note the flat 7.5%
non-resident regime under Lei 9-A/2026 would push this to €33,750 once the complementary
decree-law is in force

e Stamp Duty 0.8%: €3,600

e Mortgage stamp duty (loan €315k at 70% LTV, 0.6%): €1,890

e Notary, registry, lawyer: €5,500

e Buyer's agent (if used, optional): up to €9,000

¢ Total upfront transaction: €24,290 to €33,290 (progressive) or €44,750 to €53,750 (flat non-
resident regime once live)

Annual carrying:

e IMI 0.4%: €1,800

e Condominium €100/month: €1200

e [nsurance: €350

e Maintenance reserve 0.8%: €3,600

e Mortgage interest at 3.0% on €315k year 1: €9,450
¢ Total carrying: €16,400/year (with mortgage)

Rent foregone (the imputed return): €18,000/year. Carrying costs nearly equal rent foregone —
meaning the entire bull case relies on appreciation. At 3% nominal Portuguese house price growth
(closer to long-run average than recent surge), the property gains €13,500 in year one. After carrying
costs, the buyer is roughly flat versus a renter who invests the down payment.

5-year scenario: property at 3% nominal growth reaches €521,750; after selling costs and capital
gains the seller's equity is *€230,000. A renter who invested the €135,000 down payment plus the
€100,000 transaction-cost-and-buffer at 7% real ends at €235,000-€255,000. The 5-year break-
even on a Lisbon purchase versus renting + investing requires 5% to 6% nominal growth per year for
the entire holding period — true 2014 to 2024, not guaranteed 2026 to 2031.

10-year break-even: ~3.5% to 4.5% per year nominal. Buying wins more often at this horizon. 20-year
break-even: ~2.5% to 3.5% per year, plus 10+ years of mortgage-free housing at the end. Buying wins
comfortably if you stay.

Worked example 2: Lagos 3-bed

Purchase price: €550,000 (110 sgm x €5,000/sgm, walking distance to old town) Rent equivalent:
€1,800/month (€21,600/year, long-term unfurnished)

Buying upfront: roughly €40,000 to €52,000 in costs under the progressive scale; closer to €60,000
to €72,000 if the flat 7.5% non-resident rate applies.

Annual carrying with mortgage at 70% LTV: roughly €19,000 to €22,000. The Banco de Portugal
stress test obliges the bank to verify affordability at index + 3 pp — at Euribor 6M ~2.55% (May 2026)
that's a stress rate near 5.55%, which is the rate you should plan for, not the today rate.
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Short-term rental gross at 60% occupancy and €130/night average: €28,500 — but net after
management, taxes, IMI, AL compliance, condo, utilities, deep cleans: €13,000 to €16,000. The math
improves modestly versus long-term rental but does not transform the case.

5-year break-even on Lagos vs renting: requires 4% to 5% nominal Algarve growth. Algarve has
averaged near this level recently but with high regional variance.

The Lagos case is more sensitive to short-term rental policy. EU Regulation 2024/1028 from 20 May
2026, plus municipal moratoria on new AL licences in much of the Algarve, raises operating risk.
Renting allows you to wait out two more cycles of policy clarification before committing capital.

When renting wins

¢ Holding period under 5 years: almost always.

¢ Holding period 5 to 7 years and modest appreciation (under 3.5% nominal): often.
e Buyer cannot tolerate concentration in single illiquid asset: structurally.

e Buyer's labour mobility is high: structurally.

¢ Buyer has alternative investment opportunities yielding more than 5% real (own business,
concentrated equity position, private credit): mathematically.

When Renting Forever Is the Right Answer

A subset of readers should plan to rent for the rest of their independent life. Not a failure mode — an
optimisation.

Mobility-prioritising professionals: consultants, executives, founders, academics — anyone whose
career trajectory is national or global. A renter who moves twice between Lisbon, Porto, and Madrid in
ten years pays maybe €15,000-€25,000 in relocation friction; a homeowner doing the same pays
14% of property value x 2 = potentially €100,000+ in dead transaction costs.

Single people without children: the case for a stable family base disappears. A rented two-bedroom
in Principe Real or Foz do Douro at €1,400-€1,800/month, with freedom to move, often dominates
equivalent ownership.

People with strong investment alternatives: business owners with 15%+ ROIC inside their company,
equity-concentrated tech employees, anyone with a track record of beating market returns. Putting
€500,000 into Portuguese property at expected 5% total return when your business returns 18% is a
deeply negative-NPV decision.

People nearing end of independent life: in their seventies and beyond, the prospect of major
maintenance, condo politics, and eventual probate on a foreign-titled asset often outweighs any
pride-of-ownership benefit. Renting preserves capital for healthcare, family, and quality of life.
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The Opportunity Cost of Property

The honest comparison on €500,000: in Portuguese residential property, ~3.5% net rental yield +
2.0-3.5% expected nominal appreciation = 5.5-7.0% expected total return, with low daily liquidity,
single-asset concentration, single-currency exposure, and management overhead. In a globally
diversified equity index, ~6.5—-8.0% expected real return historically, daily liquidity, full diversification,
zero management. In your own business (if it returns above market): variable, often higher, full control.

The standard rebuttal — "but property is leveraged” — works both ways. A 30% down payment
leverages 3.3x; the same leverage applied to equities via margin loan (~4.5-5.5% EUR currently) is
generally not pursued because investors recognise the risk. Property leverage is the same risk
dressed in social acceptability. For buyers whose capital compounds at above-average rates
elsewhere, opportunity cost is the single biggest line item missing from their rent-vs-buy
spreadsheet.

Behavioral Traps That Push People to Buy When They
Shouldn't

Sunk cost. You've spent €4,000 on flights, viewings, lawyers, and target-area holiday rentals. The
instinct to "not waste it" by walking away is the bias decision researchers identified decades ago.
Sunk costs are sunk. Capital allocation is forward-looking only.

Social proof. Friends from your home country are buying. Instagram accounts of Algarve villas
multiply. The people who bought and regretted it do not produce content. Survivorship bias
dominates.

FOMO and golden-window thinking. NHR ended in 2023, IFICI replaced it, Golden Visa real estate
routes were curtailed in late 2023, the non-resident IMT regime shifted again under Lei 9-A/2026.
"Buy now before the next change" is a permanent feature of Portuguese policy reporting because
change is the constant. Each cycle of "this is the last chance" has been followed by another. FOMO
purchases carry a 100% probability of regret if the fundamentals don' fit.

Identity capture. | am a Portuguese homeowner" is a story buyers tell themselves about who they
are becoming. The cure: would | make this purchase if no one would ever know?

Agent pressure. "This won't last,” "another buyer is preparing an offer." In a market where average
days-on-market for well-priced inventory is one to three months, urgency is sometimes real and
sometimes manufactured. The default: this can wait 30 days. A deal that can't survive 30 days of
thought was not a deal you should have done.

Decision Framework: Should You NOT Buy?

Score one point for every "no" or honest “| don't know."” Five or more points means rent or wait.

1. Are you sure you will be in Portugal at least 5 years (ideally 7+)?
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2. Do you have 6 months of household expenses in liquid reserve in addition to the down payment
and 10% transaction costs?

3. Have you actually lived in Portugal — not visited — for a continuous 6+ months in the last 3 years?

4. Have you researched at least 3 regions in person across at least 2 different seasons?

5. Is your household income recession-resistant (multiple earners, diverse sources, public sector or
essential industry)?

6. Could you absorb a 20% paper loss on the property without selling?

7. Have you read and understood every applicable tax — IMT (including the flat 7.5% non-resident
regime under Lei 9-A/2026), IMI, AIMI, Stamp Duty, capital gains on resale, IRS exposure?

8. Have you stress-tested your mortgage at the current rate plus 3 percentage points, per Banco de
Portugal's macroprudential rule?

9. Is your relationship and family situation stable for the next 5 years (no pending divorces, custody
changes, parental care moves)?

10. Have you compared the purchase to renting the equivalent property and investing the difference,
with honest assumptions?

5 to 6 points: rent for 12 to 24 months, then revisit. 7 to 8 points: rent and resolve specific gaps
(income stability, region selection, tax position) before considering purchase. 9 or 10 points: do not
buy property in Portugal at all in the foreseeable future.

Case Studies: People Who Should Have Rented

Anonymised composites drawn from real situations.

Case A — The Brexit Buyer, Cascais, 2020. Sarah, London marketing exec, bought a €580,000 two-
bed in Cascais financing 60%. She earned in GBP. By 2024 her firm offered her a Singapore role she
could not take because of the mortgage. She sold in 2025, netting roughly £495,000 GBP versus
£510,000 invested. Blocked career move, modest financial loss.

Case B — The Algarve Yield Chaser, Lagos, 2022. Mark, semi-retired American, bought a €420,000
two-bed for €35,000 projected gross rental. Reality: 58% occupancy, 28% management fee, AL
compliance, two appliance failures. Net 2024 cash flow: €11,800. Four-year IRR = 2.1%; the equity
alternative would have returned 8% to 10%.

Case C — The Pre-Retirement Daydreamer, Tavira, 2019. UK couple aged 58 bought a €380,000 villa
in 2019 intending to retire in 2024. Family iliness delayed the move to 2026. Six years of carrying
costs (€52,000) plus opportunity cost (=€110,000 versus a 60/40 portfolio). Total cost of "early lock-
in": roughly €160,000.

Case D — The Co-Ownership Family, Lisbon, 2021. Three siblings bought a Principe Real apartment
together with no shareholders' agreement. By 2024 each had different needs. The partition process
took 18 months, generated €40,000 in legal fees, and damaged relationships.
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Renting Strategy in Portugal

Long-term residential leases under the NRAU tend tenant-friendly: one-year minimum with
automatic renewal, exit with 120 days' notice after month six on contracts >1 year, annual increases
capped at the official update factor (~2.16% for 2025), and tenant right of first refusal after two years.
Furnished carries a 15-30% premium; unfurnished is sensible if you plan 2+ years.

2026 indicative rents: Lisbon central 2-bed €1,400-€1,800 unfurnished / €1,800-€2,400 furnished;
Porto central 2-bed €1,000-€1,400 / €1,300-€1,800; Lagos 2-bed long-term €1,200-€1,600;
Cascais 2-bed €1,500-€2,200 / €2,000-€3,000.

Tactical tips: contract in writing; register with Finangas (Modelo 2); 1-2 months deposit; photo
inventory at move-in; IMl is the landlord's obligation.

Hybrid Stracegies

Rent 12 to 24 months, then decide — reveals the neighbourhood and the life you actually want,
information no number of viewings replicates. If buying is non-negotiable, buy small and liquid (sub-
€350k) as a test position, not the dream villa as a commitment. Rent in town, buy small in country:
rent in Lisbon or Cascais; buy a modest country house in Alentejo or interior Algarve — lower
transaction costs in absolute terms, less working capital tied up.

When Even Established Owners Should Sell

Selling is the right answer more often than owners admit. Triggers:

e Lifestyle no longer fits: empty nesters in a 5-bedroom villa serving a former life. Selling and
renting smaller frees €600,000+ of capital to compound.

e Maintenance overwhelm: a 1920s townhouse the owner cannot keep up and cannot afford full
management for. Honest exit: sell to someone who will renovate properly.

¢ Financial pressure: selling proactively (2 months on market) versus distressed (6+ months)
typically preserves 8% to 15% of property value.

¢ Better opportunities elsewhere: capital reallocation to higher-NPV uses (a business, a family
need) is rational, not defeat.

e Tax window changes: IFICI ends, foreign jurisdiction introduces an exit tax, family structure
changes. Tax-driven sales are legitimate; ignoring them out of inertia is expensive.

FAQs

Will | lose money if | sell within 3 years? Almost certainly, after costs. Round-trip transaction costs
are 13% to 17%. Selling within 3 years usually means a small negative or breakeven nominal return, and
a real loss after inflation.
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Is Portugal in a bubble in 20267 "Bubble” is rhetorical. The data: prices above long-term affordability
ratios in major cities; yields compressed; foreign buyer share at 27.6% of family-sector acquisitions
(INE 2025, down from a 31% peak in 2023); supply additions slow. The pattern can sustain or correct.
Plan for both.

If I rent, am | "throwing money away"? No. A homeowner pays for housing services plus carrying
costs (IMI, maintenance, insurance, mortgage interest) plus forced equity build. Rent is the cost of
housing services alone. The "throwing money away" frame is rhetorical, not financial.

What about inflation? Portuguese residential real returns have averaged roughly 2% to 3% real, below
long-term diversified equity real returns of 5% to 7%. Property is an inflation hedge; equities are an
inflation hedge plus growth.

My partner really wants to buy. What should | do? (a) rent for 12 to 24 months first with explicit
agreement that purchase is on the table at month 24, or (b) buy the smallest viable property as a test
position rather than the dream as a commitment.

When is buying clearly correct? Stable household, 7+ year horizon, primary residence, mortgage
under 35% DSTI, well-located property, 6 months reserve plus 10% transaction costs, tax position
resolved, no career or family changes pending.

Single best test? Could you make this purchase, then have your spouse lose their job, your home
country impose a wealth tax, your child develop a serious iliness, and the Portuguese market drop
20%, all within 24 months — and still be financially fine? If yes, buy. If no, rent.

Conclusion

This guide will not be popular with buyers' agents, developers, or relocation consultants. It is written
for the prospective buyer who wants to make the right decision rather than feel good about a
decision already half-made.

In 2026, with Lisbon medians at €3,439/m? (and the municipality at €4,813—-€6,026/m?), Algarve at
€3,139/m?, Euribor 6M near 2.55%, IFICI's foreign-pension carve-out gone, the non-resident IMT
regime mid-flux under Lei 9-A/2026, EU short-term rental rules entering force on 20 May 2026, and
global alternatives compelling, the honest answer for many readers is: rent, wait, invest differently, or
commit only when the Decision Framework conditions are clearly met.

Buying in Portugal is a wonderful outcome for the right buyer. For everyone else, it is one of the most
expensive ways to be wrong about a country. The decision is one you will make this year, not
someday. Make it on the math.

Related reading

e The risk-averse buyer's guide to Portugal — if you do buy, this is the framework that prices each
category of risk and the mitigation that buys it down.

e When is the right time to buy in Portugal — the timing companion to this guide, focused on
personal readiness over market timing.
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e Buy now or wait — the quantitative 5-question framework for buyers leaning toward "buy”, with
four worked scenarios.

e What most real estate agents won't tell you — the structural conflicts inside the industry that this
guide's "anti-sales pitch’ stance exists to counter.

e First home in Portugal — for the buyer who has scored low on the Decision Framework and is
ready to proceed.

How 2nd Haus can help

We are buyer-side advisors. Our income comes from clients who hire us to run a property search,
audit a deal, or sit on their side of the table in a negotiation. We are not paid by sellers, developers, or
banks.

That structure means we will tell you to walk away if walking away is the answer. We have told clients
to rent for another two years, to invest the money in their business instead, to wait for a region they
actually know, to buy a smaller property than the one they fell in love with. We will not invoice you for
talking you out of a bad purchase.

If you have read this guide and you are not sure which side of the line you sit on, book a 60-minute
consultation. We will work through your numbers, your timeline, your tax position, and your
alternatives. If the answer is "don't buy yet" or "don’t buy at all,” that is the answer you get.

Sources

Primary sources
e Lein? 9-A/2026, de 6 de margo — Diario da RepUblica — non-resident IMT regime, VAT 6% on
housing construction, IRS rental rate reduction.

e Banco de Portugal — LTV, DSTI and maturity limits — macroprudential framework: DSTI 50%, stress
test at index + 3 pp.

e BPstat — Euribor por prazo — live Euribor reference (3M 2.28%, 6M 2.55%, 12M 2.86% as of 13 May
2026).

e [NE — Estatisticas de Precos da Habitacéo ao Nivel Local — median prices: Greater Lisbon
€3,439/m?, Algarve €3,139/m?, Lisboa municipality €4,813/€6,026 national/foreign.

e Portal das Financas — IFICI FAQ — IFICI scope; foreign pensions NOT exempt.

e EU Regulation 2024/1028 — EUR-Lex — short-term rental data-sharing rules, in force 20 May
2026.

e DL 76/2024 — Diario da Republica — current AL framework.
e PwC Portugal — 2026 State Budget Real Estate Taxes — IMT brackets, OE 2026 changes.

e OCC — IRS mais-valias nao residentes — 50% inclusion + progressive IRS for non-residents since
2023.

Further reading
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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://info.portaldasfinancas.gov.pt/pt/apoio_contribuinte/questoes_frequentes/pages/faqs-01018.aspx
https://eur-lex.europa.eu/eli/reg/2024/1028/oj/eng
https://diariodarepublica.pt/dr/detalhe/decreto-lei/76-2024-892301177
https://www.pwc.pt/en/pwcinforfisco/statebudget/property-taxes.html
https://occ.pt/pt-pt/noticias/irs-tributacao-das-mais-valias-imobiliarias-auferidas-por-nao-residentes

e The Decision Lab — Sunk cost fallacy

e BehavioralEconomics.com — Sunk cost fallacy

e Wealth Formula — Real estate vs S&P 500 historical returns
e Cohen & Steers — 2026 real estate outlook

¢ Global Property Guide — Portugal landlord and tenant law
¢ |dealista — pregos +10,8% maio 2026

Last updated: 15 May 2026. Verified against CANONICAL_FACTS.md 2026-05-15. This guide is
refreshed quarterly or sooner when a material change in legislation, Euribor, or INE pricing data
warrants it.
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https://thedecisionlab.com/biases/the-sunk-cost-fallacy
https://www.behavioraleconomics.com/resources/mini-encyclopedia-of-be/sunk-cost-fallacy/
https://www.wealthformula.com/blog/real-estate-vs-sp-500-historical-returns-risk-and-cost-comparison/
https://www.cohenandsteers.com/insights/three-data-points-driving-our-2026-real-estate-outlook/
https://www.globalpropertyguide.com/europe/portugal/landlord-and-tenant
https://www.idealista.pt/news/imobiliario/habitacao/2026/05/04/75204-comprar-casa-em-portugal-com-maior-preco-de-sempre-apos-subir-10-8

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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https://2ndhaus.pt/

