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Portugal’s real estate sector has stood as a benchmark for growth, stability and
resilience in Southern Europe over the past decade. In recent years, however,
mounting pressure on housing supply has prompted a wave of legislative reforms
aimed at promoting affordability and encouraging long-term rental investment. For
investors, understanding these regulatory developments is essential to identifying
the opportunities in an increasingly structured and strategic market.

The Portuguese Government has introduced
a comprehensive set of measures designed to
stimulate the rental sector through tax incen-
tives, streamlined urban planning procedures,
and enhanced legal certainty. Collectively, these
reforms seek to balance social needs with market
attractiveness, reinforcing Portugal’s position
as a compelling destination for domestic and
international capital.

Among themost signifci ant developments is the
Tax Package for Housing, which will introduce
tax beneftis to encourage the supply of rental
properties for housing. A reduced VAT rate of6%
now applies to the construction orrehabilitation
of residential properties intended for long-term
rental, subject to specific conditions regarding
rent levels and contractual duration. This mea-
sure is intended to improve project feasibility and
returns, particularly inbuild-to-rent and rehabil-
itation ventures. By lowering development costs,
the regime aims to foster institutional investment
and accelerate the delivery of housing stock.

Additional tax incentives are also part of the
new framework. Landlords offering properties
at “Moderate Rents” (defniedas up to 2.5 times the
Portuguese monthly minimum wage, currently
corresponding to a maximum rent of €2,300.00,
but subject to future updates) benefit from a re-
duced personal income tax rate of 10%, provided
that contracts have a minimum duration of three
years. These measures are designed to encourage
long-term leasing and provide greater income
predictability for investors.

Corporate investors also stand to gain. Under
the new framework, only 50% of rental income
derived from qualifying affordable housing
contracts (i.e., contracts with Moderate Rents)
is subject to corporate taxation, signifci antly
improving net yields.

Equally relevant is the introduction of the new
Contracts for Investment in Rental Housing
(Contratos de Investimento para Arrendamento).
These long-term agreements, executed with the
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Institute for Housing and Urban Rehabilitation (IHRU), offer ex-
tensive tax beneftis, including IMT and stamp duty exemptions
upon acquisition of property for development, IMI exemption for
the frist eight years following the acquisition and 50% reduction
for the remaining duration of the contract. Additional incentives
include VAT benefti s onconstruction and architectural services.
In exchange, investors commit to developing affordable rental
housing at Moderate Rents. With durations of up to 25 years,
these instruments are intended to attract large-scale institutional
investment in Portugal’s residential sector.

Additionally, this reform introduces advantages for Alternative
Investment Undertakings (AIUs – Organismos de Investimento
Alternativo, which include, investment companies, private equity
frims, and real estate funds). These vehicles play a pivotal role in
channeling institutional capital into the residential rental market.

Alternative Investment Undertakings with real estateassets dedicat-
ed to housing under Moderate Rents will benefit from a favourable
tax regime. In particular, a reduced tax rateof 5%applies to income
distributed tounitholders or shareholders, signifci antly lower than
the current rates of 10% for non-residents and 28% for residents.
This preferential regime applies to income derived from residential
lease or sublease agreements entered into under the Simplifeid
Affordable Rental Regime (Regime Simplifci adode Arrendamento
Acessível -RSAA) or other equivalent legal frameworks promoting
affordable housing that may qualify in the future.

Moreover, investors may benefit from partial taxexemptions ofup
to30% on income earned by unitholders or shareholders from units
or equity interests in Alternative Investment Undertakings, provided
that at least 50% ofthe fund’s assetsare allocated to affordable resi-
dential rental projects. This tax exclusion increases progressively in
proportion to the share of eligible housing assets, meaning that the
greater the portfolio’s allocation to affordable housing, the higher
the applicable exemption, up to a maximum of30%.

Beyond tax measures, regulatory changes in urban planning are
expected to enhance market effci iency. The revision of the Legal
Regime of Urbanisation and Building (RJUE) aims to simplify
licensing procedures, promote administrative effci iency, and
provide greater legal certainty for developers.

These measures are designed
to encourage long-term leasing
and provide greater income
predictability for investors.

Key changes include streamlined approval mechanisms, expanded
use of prior communication procedures, and clearer timelines for
administrative decisions. These reforms are intended to reduce
bureaucratic delays and mitigate development risks, which are rele-
vant considerations for investors operating in competitive markets.

Considering the above, Portugal’s evolving legal framework sig-
nals a shift towards the professionalisation of the rental market.
Government policies are designed to stimulate supply while offering
investors predictable regulatory conditions and tax incentives.

For institutional players (such as private equity funds, REIT-like
structures, and Alternative Investment Undertakings), the emerging
landscape may present opportunities to consolidate portfolios in
the build-to-rent and affordable housing segments. At the same
time, private investors continue to operate within a legal environ-
ment characterised by competitive tax regimes.

Lisbon, Porto, and key regional capitals remain at the forefront of
demand, driven by demographic trends, urbanisation, and inter-
national mobility. As regulatory clarity improves, secondary cities
are also expected to attract increasing investor interest, further
diversifying opportunities across the country.

Recent legislative reforms represent astep towards a rental market
framework that aims to be more transparent and effciient. For
corporate and institutional investors seeking stable returns within
the European Union, Portugal wants to position itself as a juris-
diction where legal certainty, tax effciiency, and market resilience
are intended to converge. In this new paradigm, investors who
anticipate and capitalise on the latest legislative developments will
be best positioned to succeed.


