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New housing legislation was recently announced in Portugal. This will deeply affect people of low to medium income living in popular neighbourhoods.  
If lower income residents are expelled from the city centres to the peripheral suburban areas this would also transform the present vivid and colourful quarters into after-six o’clock dead office blocks or housing for the ascending middle classes.

For nearly 50 years until 1986, the legislation in place didn’t allow lease raises in Lisbon and Porto. Knowing leases would remain unchanged, landlords demanded high premiums for first contracts. Portugal thus had the highest initial lease values per square meter in Europe, even tough the average income of its population was among the lowest in the European Union.

456 % rises
After 1986, when lease freezing was over, leases were updated by, firstly, a special correction factor and afterwards an annual increase raise dependent on the inflation rate. The result was that a lease on an apartment dating from 1970 accrued by 456% in the last 18 years, an amount considerably above the inflation in the same period. Notwithstanding, old leases are still significantly lower than new leases, particularly on those apartments which were never renovated (the majority) since renovations usually imply a substantial lease raise.

Young people buy

However, the housing rental market in Portugal is rather small, as young people usually prefer to buy instead of leasing. This is mainly due to the policy pursued by government in the last decades, based on generous subsidies to interest rates for house purchasing loans, making the amount due monthly to the lending bank generally lower than a new lease.

Staying or leaving?
According to the announcement recently made by the Government, the main policy change will be the complete liberalization of old housing leases. The landlord makes an initial proposal of a new lease (increased), which the tenant will either accept or reject. The tenant can also try to negotiate by making a counterproposal. If the landlord rejects it, the leasing contract is terminated and he will have to pay the tenant a compensation for leaving. The value of this compensation would amounts to 24 times the lease he asked for in the initial proposal.

Should this new law be approved, a tenant wanting to stay in the apartment he/she rents has to make the landlord believe he/she is interested in leaving. The landlord, fearing he will have to pay a huge compensation, will thus be persuaded to make a low proposal for lease increase. On the contrary, a tenant wanting to leave, will try to persuade the landlord he/she is interested in staying, so that the lease increase is higher and the compensation for leaving also higher.

My home at stake 
The Associação dos Inquilinos Lisbonenses (AIL) has signified its strong reservations to this new law. AIL fears that in this sort of poker game between landlord and tenant, where the stake is the right to live in a house to which one are deeply attached for sentimental, moral and family safety reasons, the winner will be the party with the highest financial ability to “bluff”, i.e. normally the landlord.
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