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Executive
Summary

Portugal's commercial real estate market delivered an Hospitality and Retail jointly captured

over 70% of total volumes, sustained by

exceptional start to 2026, with Q1 investment reaching strong tourism fundamentals and resilient
€911.2 million - up 39% year on year and 130% above consumer demand.
the thl’ee-yeal’ Q1 average. Institutional and private equity capital

together accounted for 64% of all
transactions, reinforcing Portugal's standing
among sophisticated European allocators.

KEY
STATS

€91M  +39%  +130%  €32.5M

INVESTMENT YEAR-ON-YEAR VS. 3-YEAR Q1 AVERAGE
VOLUME GROWTH AVERAGE DEAL SIZE

Source: Savills Research
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Macroeconomic
Context

A Softer Near-Term Outlook, With
Medium-Term Resilience

Portugal's economic trajectory has
moderated entering 2026, as global and
domestic pressures converge. Consensus
forecasts now point to GDP growth of 21%
for the year, revised downward from earlier
estimates, reflecting the cumulative drag
from elevated energy costs and geopolitical
uncertainty.

PORTUGAL FORECAST OVERVIEW
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The primary external headwind stems
from renewed geopolitical tensions in the
Middle East, which are feeding through
into energy markets. Oil and gas prices
have risen meaningfully, eroding household
purchasing power and compressing private
consumption growth estimates to 1.8% for
the year.

Beyond energy, the geopolitical
backdrop introduces a secondary risk:
potential delays in the disbursement of
EU Recovery and Resilience Facility funds,
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which could further dampen investment
and trade flows at a critical moment in the
cycle.

On the domestic front, Portugal
entered Q1 on weaker footing than initially
anticipated. Severe weather events
disrupted industrial production, agricultural
output and parts of the services sector,
capping the momentum observed in
January's data. Activity across industry,
retail and services had already been
decelerating since late 2025; climate-related
disruptions accelerated this deceleration.
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THE GAP BETWEEN SHORT AND LONG-TERM RATES
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Inflation: Elevated but Manageable
Headline inflation is now expected to peak
at approximately 3.5% in Q2 2026, with the
full-year average revised upward to 3.2%,
above earlier estimates near 2%. Energy
costs are the primary driver, with prices
projected to rise by over 12% in 2026. Core
and food inflation adjustments are more
contained. Critically, the range of outcomes
remains wide, shaped by potential changes
in fuel taxation, refinery dynamics, and the
distinctive characteristics of the lberian
electricity market, where the weight of
renewable generation provides a partial
natural hedge.
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Stabilising Factors

Portugal retains meaningful buffers
against near-term volatility. A resilient
labour market continues to underpin
household income, and the progressive
deployment of PRR funds provides a
structural demand anchor through the
coming quarters. Together, these dynamics
frame a macroeconomic environment best
characterised as one of short-term caution
with medium-term resilience.
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Investment Market
Performance

A Record Quarter:
€911 Million and Broad Structural Momentum

Portugal's commercial real estate investment market opened 2026 with great strength. Q1
recorded a total transaction volume of €911.2 million, representing a 39% increase on Ql
2025 and a 130% increase relative to the three-year Q1 average. The average deal size rose
to €32.5 million per transaction, approximately 2% above last year's level.
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Offices and Logistics:
Supply-Constrained, Demand Intact
The office segment captured only 5% of
Q1 investment, representing a 53% year-
on-year decline. This underperformance
does not stem from a lack of product
availability, nor from weak occupier
demand. Instead, it is primarily driven

by a pricing mismatch between buyers
and sellers, which continues to delay
transactions. Additionally, Portugal faces
growing competition from other European
markets that offer competitive yields and
increasingly vie for investors’ attention”.

Logistics presents a structurally
similar dynamic. Despite remaining one
of the most sought-after asset classes
across European markets, transactional
volumes in Portugal are constrained by the
limited pipeline of prime assets coming
to market. Demand indicators, including
tenant pre-commitment rates and rental
growth in established logistics corridors,
remain robust. The segment is not
underperforming; it is undersupplied.

For investors with access to off-market
flow or development-stage opportunities,
both segments present compelling value
propositions at this point in the cycle.
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Hospitality and Retail: The Market's Twin
Engines

Hospitality and Retail jointly accounted
for over 70% of Q1 investment activity,
reaffirming their role as the twin pillars of
Portugal's real estate market. Hospitality
led all sectors with a 39% share, driven by
a 130% year-on-year surge in transaction
volume. This performance reflects
Portugal's sustained appeal as a top-tier
European tourism destination and the
operational resilience that hotel assets have
demonstrated through the post-pandemic
cycle. Retail followed with a 37% share,
supported by stable consumer footfall,
renewed investor interest and a limited
pipeline of prime retail schemes available
for acquisition.
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The concentration of capital in these
two sectors is a rational response to
Portugal's tourism-driven economic model,
the operational visibility these assets offer
and the sustained presence of international
capital seeking income-generating and
consumer-facing real estate.

However, it is important to note that
53% of the total retail investment volume
corresponded to the sale of shareholdings
related to Gaia Shopping and Arrdbida
Shopping, acquired through a partnership
between Sonae Sierra and Crédit Agricole.

DISTRIBUTION OF INVESTMENT VOLUME BY ASSET CLASS
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Capital Flows
& Investor Profile

Institutional and Cross-Border Capital Anchor
the Recovery

Portugal's Q1 investor base reflects diversified capital structure. Institutional investors
accounted for 34% of total transaction volume, the single largest category, underscoring
the extent to which long-duration, professionally managed capital has become the primary
driver of deal flow. When combined with Private Equity at 30%, these two categories alone
represent approximately 64% of all capital deployed in Q1, a concentration that reinforces
Portugal's credentials as a market capable of attracting sophisticated allocators across
market cycles.
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Domestic Capital: A Signal of Conviction
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International Capital: Diversified and 12%
Sector-Selective

Cross-border capital continues to flow in 1%
volume. US, Spanish and French investors

jointly represented 37% of Q1 transaction 13%

activity, with a further 13% classified as

international or confidential origin. Critically,
international allocators are increasingly
sector-selective, gravitating toward
operationally intensive, income-generating
asset classes. Hospitality remains a

priority for foreign buyers, consistent with
46%

2%

Portugal's tourism fundamentals, while data
centres have emerged as an accelerating
focus, reflecting broader European trends
in digital infrastructure deployment.

*Source: Savills Research
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Market Outlook

An Attractive Entry Window, With Conditional Upside

Portugal's real estate investment market is The rate environment provides
transitioning into a more favourable phase additional support. With the ECB

after two years of gradual recovery. Core benchmark rate now at 2.15%, and prime
fundamentals remain intact: stable occupier yields ranging from 5.50% in Industrial and
demand across prime office and logistics Logistics to 7.00% in Retail Warehouses, the
submarkets, a limited pipeline of best-in- spread between real estate returns and the
class supply in Lisbon and Porto, and a risk-free rate is widening again.

tourism-driven retail base that continues to
generate defensive income.

PRIME YIELDS VS PORTUGUESE 10-YEAR BOND AND INTEREST RATES
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RISK FACTORS
TO MONITOR

The pace and depth of recovery

remain conditional on a macro
environment that is far from
settled. Investors should monitor
three key risk vectors:

Geopolitical escalation in the
Middle East, with potential knock-
on effects to energy costs and EU
fund disbursement timelines.

Inflationary resurgence, which
could prompt the ECB to pause
or reverse its easing cycle,
compressing real estate pricing.

Dependency on cross-border
capital, which accounts for most
of the transactional activity and is

inherently more sensitive to global
sentiment shifts.
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