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Algarve unaffected by Spain’s property crisis

DESPITE LAST year’s property crisis in Spain,
where more than 100,000 people lost their jobs as
half the country’s small real estate agents closed
down due to a downturn in sales, the Algarve
property market appears to be unaffected.

Portugal, and particularly thelgarve,
In 2006, around 40,000 of Spain’s 80,000 small estate Sesgptgrf’yec‘ﬁ;?ffﬁ;‘fdhfsy rt“htesi,zri?nt
agents were forced to close following a dive in sales over

the last two years and industry experts believed that this signalled the end of the Spanish
property boom, which has been a driving force for the country’s economy for years.
However, others believed that the industry was merely balancing itself out after the market

became saturated with estate agents.

Former editor of The Resident, Brian Adams, has had many years of experience in the
Spanish property industry and said part of the reason for the downturn is that “buyers are
discovering other markets, including Eastern Europe” and with more affordable house prices,
they are getting more for their money. “People have grown tired of the same old thing”, he
said. The property market and construction industry appear to be far more regulated in
Portugal, Mr Adams said, adding “there was a free for all in Spain”.

"I don’t see why a domino effect should occur in Portugal. This problem appears to be
indigenous to Spain”.

He also said that there is still so much green open space in the Algarve and local councils are
preserving these areas. “If the Portuguese government has done enough in creating
demand, the market will be in a strong position”. The US Sub prime crisis and the
subsequent credit crunch have made people reconsider their investments and hesitate about
tying up money in property but Algarve estate agents believe that this will not affect the
local property market.

They do believe that buyers are more aware of the potential problems and take longer to
consider their options.

The Resident, 31-01-08




Portugal
resistant

By CHRIS GRAEME
chris@thesesident com

PORTUGAL SHOULD withstand the worst fallout from the eco-
noattic crisis in Europe and the United States despite suffering
some “scratches and bruises.”

Vitor Consténcio, Governor of the Bank of Portugal, said Portugal
was not “at the centre of the urricane.”

The small dimensions of the Poriuguese financial and banking
sectar, far from the principal centres of New York, London, Paris,
Frankfurt and Tokyo, coupled with negligible imvestments in high
risk credit and hedge fund vehicles means that the country is unlikely
10 be severely affected.

However, he warned that when the crisis was touching the very
heart of the finandal centre “noonewas completely imnmine”.

Following the collapse of investment bank Lekman Brothers, the
nationalisation of the United States” largest insurance entity AIG, the
absorption of Merryl Limch into the Bank of Amenica - all of which
causad stock markets around the world to crash to their lowiest lev-
elsinvears - imvestors were temporarily buoved up by newslast wedk
thatthe Umited Slates’ Federal Reservewould provide a 700 billion bail-
out package to buy up badloans and stabilise the financial system.

Without the power to influence outside events, Portuguese bank-
ingleaders have by and large chosen to remain silent given that many
of Portugal’slargest companies are multinationals orhave significant
international participations.

Those financial entties such as Bance Espiito Samio (BES), Banco
Portugnds Investimenito (BPT) and Banco Comencial Portugids (BPC) have
interests in largety smaller countries developing financial sectors such as
Greece, Turkey, Poland, Ramania, Angola and Mozambigque.

This means that 70 per cent of these Portuguess banks’ available
investments, hit hard over the last two years by a series of financial
scandals and the economic downium, have been ploughed into de-
veloping the banking entities in these countries leaving little capital
profit toimvest on the international money markets,

However, there are negative impacts that these Portuguess banks
cannot escape from, namely the increasing cimate of suspicion and
fear among businesses, investors, clients and lenders, in a banking
sector already damaged by failed mergers (BFI and BCF) and finan-
cial fraud scandals (BPC).

Thewithdrawal of credit from banks and clients, and the resulting
higher inter-banking interest rates, means that Portuguese compa-
nies wanting toimvestin a project or business cannot getthe funds ata
reasonable rate. This, in turn, leads to the country's economic growth
reaching astandstill.

Under such circumstances where getting credit on the open marx-
ks is too expensive forsmall Poruguese banks, the enly option apen
tothemis raising capital, which Portuguese banks had already done
lastyear and eadier this vear.

Banks can also sall their assets, instifute more efficient manage-
ment policies to contrd costs, close branches and lay off staff merge
with other banks or gowith cap inhand to the European Central Bank.
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Faro airport expects millions
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Algarve remains a top place
for property investment
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Portuguese banks are
sound say leading bankers
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Retirement

destination

TWO INDEPENDENT surveys
have revealed that Portugal
is rated as the third most
desirable place in the world
for Britons to retire to.

The surveys, carried out by
MNatWest Intemational and
Saga, both said lower living
costs, a mild climate and good
healtthcare facilities were the
primary reason far Brits choos-
ing to retire to Portugal.
According to the NatiWest
Intarnational survey, by
2050 the number of British
citizens apting to retire
abroad is set to increaseto
3.2 million.
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Banks can be trusted

By CHRIS GRAEME
chris@tharesident.com

THE PORTUGUESE have nothing to worry
ahoutwhen It comes to the state of the nation’s
banks, sald President Cavaco Silva last week.

“The banks are able to resist the crisis and
the Portuguese can put their trust in their
banking svstem,” the President told weekly
newspaper Expresse,

“There are not, for the moment, solvency
problems in the banks. The Bank of Portugal
and Portuguese banks have all the necessary
conditions to face any difficulty that could
arise,” he said.

Cavaco Silva said he was, however, worred
about the threat of increased unemployment
as a result of the present world financial crisis
and praised the decision by European leaders
in helping to re-establish confidence in the fi-
nancial market in guaranteeing thousands of
millions of eurcs to unblock inter-bank credit
and get bankslending to each otheragain.

“It was the right decision in that it allowed
banks to get credit,” he said in the interview,
adding thatitwas a “fundamental issue to avoid
the scarcity of credit available to companies
and families,” said the President.

“If this doesn't happen, many companies
will face difficulties and we could face a big in-
crease in unemployment,” he added.

Prime Minister José Sdcrates, however, said
that the 20 billion euro guarantes that the state
would give to the banking sector was to help
companies and families and was not a blank
cheque for bankers.

Speaking on Saturday at the opening of a PS
Party rally in Loures, the Prime Minister said:

“What we did was not to bail out the banks, it
was to ensure there was liquidity in the banks
to serve our economy and families,” he said
“The lack of credit and liquidity that we are ex-
periencing is putting company investment and
family credit at risk.”

Law

The law that was rushed through parlia-
ment two weeks ago permits the state to
underwrite bank loans and credit. It was
passed on Thursday, October 16, in the As-
sembleia da Repiblica with votes in favour
from the PS5, PSD, and CDS-PP, with votes
against from the left-wing Bioco Esquerda,
PCP communist party and the Verdes Party

President of Portugal, Cavaco Silva, is concernad about the threat of increased
unemgloyment due to the global financlal crisis

Photer SUFFLED

(Greens). The law was ratified the follow-
ing day by the President of the Republic in
record time, only half-an-hour after hav-
ing been delivered io the Presidential Resi-
dence, the Palicio de Belém.

losé Sdcrates also sald that the proposed
State Budget for 2009 was not an electioneering
stunt but rather a means of helping companies
and families resist the effects of the interna-
tional crisis.

Sdcrates highlighted increases in family credit
and tax breaks, credit for pregnant women, extra
cash for the elderly and for schiool children from
impoverished families. The Prime Minister also
referred o increases in deductions for IRS Income
Taxand for housing expenses.

The Resident, 24-10-08
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