Why Is Portugal on the Radar for Foreign Investors?

Coupled with a quick rebound from COVID-19 and the exciting Golden Visa
programme, Portugal makes for a strong real estate investment case.

How did Portugal face COVID-19?

1.

Portugal swiftly implemented lockdown measures
with adequate preparation time.
• Portugal had just over 100 confirmed cases when restrictions on
movement were put into place and schools and educational
institutions were closed.
• When the state of emergency was introduced in Portugal on the 18th
of March (just 6 days later), the country counted only 2 deaths and
448 cases -as opposed to Spain's 6,000 when they went into lock
down.
• Portugal was the last country in Europe to register its first case of
COVID-19 which gave the Portuguese an enormous advantage. They
could thoroughly prepare their containment strategy regarding the
pandemic and now Portugal's coronavirus mortality rate is around
3.8% compared with 14% in the UK and 19% in France.

2.

Portugal has invested heavily in its health care
system.
• Portugal’s greater recent investment in public health over the last 5
years and more centralized health service have helped to bring the
national health service back to pre-austerity levels.
• Between December 2015 and December 2019, the national health
workforce increased by 13%, which means more than 15,000
healthcare workers are assisting. Furthermore, between 2015 and
2019, government expenditure on health increased by 18% (€1.6
billion).
• The government moved quickly to increase laboratory and invasive
ventilation capacity and to plan for the provision of more intensive
care. The total number of intensive care beds was increased by 35%,
however patient demand never reached full capacity.

3.

The government was quick to offer considerable
financial support.
• The first support measures for enterprises and workers were
announced on the 9th of March, one week after the first confirmed
case of COVD-19.
• The government announced a €9.2 billion package (worth 4.3% of
annual GDP) to support workers and provide liquidity for affected
companies.
• Other measures adopted then and subsequently have included: a
simplified temporary lay-off (furlough) scheme, credit lines to
support company liquidity, deferral of tax payments and social
contributions.

What are the drawbacks?
• The Portuguese economy is highly exposed to the tourism sector.
So despite the extremely swift response to the pandemic and
ability to contain it fairly well, there will still be a shock to the
growth forecasts.
• GDP has contracted 2.4% in Q1 of 2020 and is expected to fall
in 2020 between 3.7% and 8%. France, Italy and Spain GDPs
are expecting contractions of between 9% - 11%.
• The economy is expected to return to growth in 2021, with
the country’s gross domestic product expanding 4.3% in 2021.
• The figures are a blow to a country that posted 2.2% growth
year-on-year and 0.7% quarter-on-quarter in the last three
months of 2019, the year it achieved its first budget surplus in
45 years of its democratic history.
• The government also said the unemployment rate, which had been
steadily falling as Portugal recovered from the 2007/2008 Global
Financial Crisis, could hit around 9.6% this year whilst slowly
recovering again in 2021 to be at 8.7%.

What are the opportunities?
• Stock markets, businesses and homeowners have experienced a
period of uncertainty, however in the midst of the current crisis,
asking prices of properties in Portugal remain resilient and
continue to grow and increase at an encouraging rate.
• According to Knight Frank’s recent estimates only a handful of 20
analysed cities will not see price declines in 2020 -either because
of historic supply shortages or because transactions were able to
continue during lockdown. At the forefront are Lisbon and London
with growth forecasts above 5%.
• From a pricing perspective, there are factors that differentiate the
current position from the credit crunch. The cause of this
downturn is entirely different and we won't be experiencing the
same significant price falls as in previous downturns. Interest rates
are historically low; government responses to protect jobs and
earnings were swift and lenders are flexible around mortgage
arrears. This means that developers in Portugal also remain
optimistic, and would rather change their marketing strategies to
incorporate more technology such as virtual tours over postponing
sales or giving discounts.
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