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Abstract 

 

In spite of the innumerable challenges of the recent years, in particular those related to security, the 

global tourism sector has grown steadily and uninterruptedly after the global financial crisis of 2008. 

Currently, the latest forecasts ensure that this growing trend will continue in the coming years. Following 

this trend, no further studies are needed to assess this phenomenon that can be seen in the streets of 

the Portuguese capital. In 2016, the city of Lisbon ranked second in the map of the regions of Portugal, 

according to the NUTS II, with regard to the number of overnight stays (14,8 million), the first place 

belonging to the Algarve region with 19 million. The growth rate was 9.9% over the year 2015 (INE, 

2018b). 

 

The first part of this work includes the discussion of some of the conceptual dilemmas of tourism as well 

as the multidisciplinary nature of this phenomenon constituted by an extensive chain of values in which 

the most diverse activities that complement it complement each other, such as gastronomy, geography, 

languages, finances, accounting or administration. This also explains its multiplier effect with direct, 

indirect and induced impacts. Then, an analysis will be made that identifies the various factors that affect 

the growth of this industry, from the ones that promote it to those that hamper it and also a prospect with 

the innovations and new trends of the sector. Finally, additional analysis classifies tourism impacts 

according to their connection or not with economics aspects. 

 

The remaining chapters include the presentation and analysis of a case study on the profitability of 

different types of real estate leasing (traditional, student accommodation and local lodging) in some 

apartments located in different neighbourhoods in Lisbon. This analysis allows to prove the reason for 

the proliferation of the short-term rental modality, especially in the historical centre of the city, with the 

recovery of very degraded dwellings, but also with the well-known phenomenon of gentrification. 

 

Keywords: Lisbon; tourism; accommodation; economic profitability; short-term rental.  
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Resumo 

 

Apesar dos inúmeros desafíos dos últimos anos, em particular no que respeita à segurança, o setor do 

turismo internacional sofreu um crescimento sólido e ininterrupto após a crise financeira mundial de 

2008, apontando as últimas previsões para a continuação deste crescimento ao longo dos próximos 

anos, o que é particularmente evidente na capital portuguesa. Em 2016, a cidade de Lisboa ocupou o 

segundo lugar no mapa das regiões portuguesas, no que respeita ao número de dormidas (14,8 

milhões), pertencendo o primeiro lugar à região do Algarve com 19 milhões. A taxa de crescimento foi 

de 9,9% face ao ano de 2015 (INE, 2018b). 

 

A primeira parte deste trabalho inclui a discussão de alguns dos aspetos conceptuais do turismo, assim 

como da natureza multidisciplinar deste fenómeno, constituído por uma extensa cadeia de valores na 

qual as mais diversas atividades que o integram se complementam entre si, como por exemplo: 

gastronomia, geografia, idiomas, finanças, contabilidade ou administração. Este facto explica também 

o seu efeito multiplicador com impacto a nível direto, indireto e induzido. De seguida, é feita uma análise 

que identifica os diversos fatores que afetam o crescimento desta indústria, desde os que a promovem 

até aos que a travam, e ainda uma prospeção sobre as inovações e novas tendências do setor.  

 

Nos restantes capítulos é feita a apresentação e análise de um estudo de caso relativo à rentabilidade 

de diferentes modalidades de arrendamento imobiliário (tradicional, alojamento para estudantes e 

alojamento Local) em alguns apartamentos localizados em diferentes bairros lisboetas. Esta análise 

permite comprovar a razão da proliferação da modalidade de alojamento local, sobretudo no centro 

histórico da cidade, com a recuperação de habitações muito degradadas, mas também com o 

conhecido fenómeno de gentrificação.  

 

Palavras-chave: Lisboa; turismo; alojamento; rentabilidade económica; Alojamento Local. 
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1. INTRODUCTION 

 

This first chapter aims to provide an outline of this Master’s project. The first part presents the 

background and a brief contextualization of the topic. The next sections introduce the objectives that 

are to be attained until the end of this project, followed by the structure of the document. 

 

1.1 Contextualization 

Nowadays, tourism has become one of the world’s largest and fastest-growing sectors supporting over 

292 million jobs, equivalent to 1 in 10 jobs in the global economy and generating 10.2% of global GDP 

in 2016. Moreover, GDP is expected to rise by 3.9% per year, to reach 11.4% of total contribution to 

GDP in 2027, and by 2.5% per year to achieve 11.1% of employment, including jobs indirectly supported 

by this industry (WTTC, 2017a). 

 

Travelling around the world is currently accessible to a wider group of potential users from different 

social groups as is considered a worldwide activity based on a broad and distinct set of resources. As 

a truly global phenomenon, tourism ranks third after fuels and chemicals industries and ahead of food 

and automotive products (UNWTO, 2018). Even in some nations, according to UNWTO, the economies 

were built exclusively around tourism. For instance, the countries with the highest levels of dependency 

on tourist activities are Macau, Aruba and the British Virgin Islands (WTTC, 2018). 

 

The impact of the phenomenon is extremely varied. On the one hand, it has an unquestionable important 

and positive role in the socio-economic and political fields through, for instance, job creation, foreign 

exchange earnings or by contributing to a broader cultural understanding, but on the other hand, 

massive negative impacts upon the environment, social and residents’ ways of life represent the 

negative side. This clearly shows that tourism industry is characterised by its complexity both related to 

the high number of elements of it is composed of and also to the different economic sectors that are 

involved in this industry.  

 

The flow of foreign currencies to the destination country generated by this activity, not only constitutes 

an important source of income for the companies and persons that are directly related to this industry, 

but has also benefits to other sectors. This multiplying effect is caused by the interdependence between 

different areas so that with an increase in the demand for an industry creates a corresponding increment 

in the demand for goods and services coming from another industry, necessary to supply the previous 

one. Since this leads to direct, indirect and induced contribution representing different effects of the 

activity dealt by various authors (Vellas, 2011; Mathouraparsad, S.& Maurin, A., 2017) and their 

distinction becomes indispensable to obtain an accurate measurement of the impact of tourism. 

Because of that, theorists state that tourism is much more than a social phenomenon. 

According to United Nations World Tourism Organisation (UNWTO) tourism is defined as “activities of 

persons travelling to and staying in places outside their usual environment for not more than one 

consecutive year for leisure, business and other purposes”. Therefore, this concept can be analysed 
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from two different points of view as previously mentioned. On the one hand, as a socio-cultural 

movement but on the other hand as an economic system. 

 

In recent years, there have been various vital factors affecting international tourism. Substantial 

fluctuations in exchange rates have disturbed the competitiveness of some destinations by making them 

more expensive or cheaper, while low oil prices were keeping down transportation costs, however, 

nowadays it has increased again recovering in January 2018 prices equivalent to January of 2015 

(Oilprice.com, 2018). Another crucial recent topic affecting the activity directly are the terrorist attacks 

in various tourist destinations (recent terrorist attacks in North Africa and in central Europe) which have 

significantly impacted on consumer bookings that have chosen other alternatives and safer offerings 

(Araña & León, 2008) such as Spain, Greece or Portugal. 

 

Projections indicate that, due to the higher propensity of the society to travel, the tourist market will 

continue to grow over the next ten years (WTTC, 2017a). Nevertheless, this development faces a host 

of new challenges such as an increase in competition between tourist destinations, change in tourist 

preferences and more information about destinations and accommodation options, once tourists are 

more demanding in the election of products and tourist services. Consequently, all these barriers will 

influence the further development of this activity. 

 

Although the economic benefits and costs of tourism are discussed at length in the literature, the point 

here, in a very simple sense, is that tourism is considered to be successful as long as the benefits 

accrued from its development are not exceeded by the negative consequences typically environmental 

and socio-cultural. 

 

All this leads to a favourable time to seize the opportunity of the market, for which it is mandatory to 

develop integrated projects and to adapt to the new demands and trends to become competitive in a 

dynamic sector as tourism. A positive travel experience is based not only on the performance of 

individual businesses and attractions but also on the environment and the community surrounding them. 

 

1.2 Objectives 

The primary purpose of this thesis is to determine the attractiveness of different business models of 

renting in Lisbon, as well as the characterisation and comprehension of the new trends and offers in the 

tourism sector, profitability and impact on the quality of life of the citizens. To accomplish that, the 

available data collected by the different entities in charge becomes the principal source to explain the 

surrounds related to the tourism sector. Then, the economic profitability analysis will be developed using 

historical data of some apartments located in different neighbourhoods of the Portuguese capital trying 

to address the decision problem through generation of different scenarios according to the ways of 

rental. 
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1.3 Framework 

Concerning the organization of this document, the thesis has an introductory and a concluding chapter. 

In the introductory section, an overall contextualization was developed with the intention to introduce 

the reader to some of the more relevant issues whose implications have an impact on the tourism sector. 

The goals of the project were defined as well as the outline structure of the project. 

 

In the second chapter, a literature review is developed to help us to justify and discover the magnitude 

of the new growth trend in the tourism sector in both in a global and the local scales over the world and 

in Lisbon, respectively. This section starts with the definition of tourism and some concepts related to 

the field. Then, a general contextualization in numbers gives a notion about the order of magnitude we 

are talking about: the number of tourists received, revenue per available room (RevPAR), the number 

of overnight stays and the number of beds over the last years are some examples of the analysed data. 

To simplify this analysis, the time horizon to understand the data sets available are limited in most cases 

from 2000. After corroborating the data which demonstrates an increasing tendency for the tourism 

sector, the following section “2.3 Factors leading to the growth of the industry” identifies different related 

elements as possible factors of influence and causes that have boosted the tourism counting. For 

instance, tourist motivations against the barriers that hinder the activity, tourism innovation or new trends 

such as low-cost airlines, shared economy, local accommodation or regeneration of the hotel sector are 

only a few. 

 

Then, the implications of tourism in the city are dealt with according to their relation to economic issues, 

or not. To conclude the section, a brief chronology of the most relevant Portuguese legislation affecting 

the activity is listed. 

 

Throughout the document, some different sources of information are mentioned to prove the credibility 

and importance of the issue we are dealing with. 

 

The third section, “Methodology”, will refer the economic study concerning the profitability and the other 

differences between the different rental methods carried out in three apartments in the Portuguese 

capital city. 
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2. LITERATURE REVIEW 

 

Studying the development of the tourism sector is more than a simple analysis of the entrances and 

exits of tourists, or measurement of public and private investments and revenues. Nevertheless, these 

KPIs are still dominating the tourism field, undermining his complexity and multidisciplinary nature. 

 

Although the final purpose of this thesis is related to the economic aspects, different approaches will be 

developed below related to the phenomenon of tourism in order to obtain a complete view of the activity. 

2.1 Tourism and conceptual issues 

Over the years, there have been several attempts to define the concept of tourism. In today's constantly 

changing and globalized world, where the economy, markets and competition are no longer just local, it 

is necessary to establish a conceptual framework as a point of reference enabling the creation of 

comparable global statistical studies in the field of tourism. Currently, there are still difficulties related to 

the comparison and quality between studies and data in different countries, as well as to analyse and 

measure the impact of the activity and its relationship with other sectors. There are countries, sometimes 

even within the same state, with numerous data sources, each one with his meaning about tourism 

(statistics based on arrivals, overnight stays, etc.) or others without any official system. For this reason, 

the international conference on Travel and Tourism statistics (Ottawa, Canada, 24-28 June 1991) was 

organized by UN, WTO and the Canadian government with the purpose of establishing a set of 

international recommendations about analysis and presentation of tourist statistics. An example that 

summarizes the main purpose of the conference is one of the recommendations given to WTO: 

“Create a tourist statistic database more integrated, improve and apply some recommended 

classification systems and economic accounts of tourism” (WTO, 1991). 

 

In addition, with the same purpose of stimulating international comparability UNWTO has developed 

successive sets of international recommendations on tourism statistics: in 1978 and 1993 (International 

Recommendations on Tourism Statistics). More recently, the 2008 International Recommendations for 

Tourism Statistics (United Nations, 2008) have been developed. 

 

In the same vein, the United Nations World Tourism Organization created a common glossary of terms 

for tourism as a result of a project from 2005 to 2007 in which defines tourism as follows: 

“Tourism is a social, cultural and economic phenomenon related to the movement of people to countries 

or places outside their usual place of residence, pleasure being the usual motivation” (United Nations, 

2008). 

 

As the previous definition of the term refers to, the problem in the development of meaning for the topic 

is that a single term is used to designate a variety of concepts from different areas of knowledge, which 

implies the need to use other disciplines for the development of theoretical and empirical roots. Within 

these different disciplines, some theorists work from the perspective of believing that either supply 

(Smith, 1988) - provision of all assets, services and goods to be enjoyed or bought by visitors and 
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occasioned by the journeys or visitors - or demand (Cooper et al, 1993) - referring by the economists 

as the amount of persons who travel or wish to travel using tourist facilities and services at specific 

prices within a set of possible prices during a specified period of time - are the more worthwhile basis 

for academic activity. 

 

This point of view has already been referred to Muñoz de Escalona in 2004 when he explained that 

tourism is traditionally studied from the standpoint of the demand, rather than the supply side, which 

differs from what economists use when they study the traditional productive sectors. 

Currently, the dimension of the modern tourism industry is much wider than the simple act of travelling. 

In relation to this, an evolution in the suggestion of the concept is appreciated. Some years ago, in the 

tourism literature, there has been an attitude taken by several authors to use the terms travel and tourism 

combined, in the titles of their books and scientific articles, to expose those who advocate one over the 

other, or because they believe in both (e.g., Foster, 1985 or Evans, Campbell & Stonehouse, 2012). 

More recently, some changes have occurred in the title of some international statutory bodies, attaching 

a more significant importance to tourism rather than to travel. These include the actual UNWTO, formerly 

The International Union of Official Travel Organizations (IUOTO) and The British Tourist Authority, 

previously (1969) The British Travel Association. This preference for tourism concept is explained by 

the complex set of interrelated services and activities involved. According to Gilbert’s (1989) 

explanation, Figure 1 refers that the dimension of the tourism industry includes the core product 

components of transport, attractions, accommodation and catering. In addition, there are the peripheral 

public and private services which are necessary to facilitate the overall operation of the tourism industry. 

 

Speaking in similar way, as it has previously occurred with the concept of tourism and with the same 

purpose of ensuring international comparability, IUOTO (actual UNWTO) has recommended the 

adoption of uniform definitions. The proposal was set out by the United Nations Conference on 

International Travel and Tourism in Rome in 1963 (Bhatia, 1963) in which the new visitor concept was 

defined as: 

Transport 

Air, Sea, Rail, 
Coach, Car Hire 

Attractions 

Theme Parks, National 
Tourist Zoos, Heritage 
Centres, Landscape 

Accommodation 

Hotels, Motels, Guest 
Houses, Holiday 

Centres, Apartments, 
Villas… 

Catering 

Restaurants, Motorway 
Service Centres, Cafés, 

Fast food outlets... 

Government Organisations 
 
Regional Tourist Organisation 
 

Information Centres 
 
Council Tourism Departments 
 
Public Ports/Airport Services 

 
Visa and Passport Offices 
 
Police, Medical, Sanitation, 
Cleansing 

Travel Insurance 
 
Marketing – Printing, 
Advertising… 
 

Wholesalers – Tour, Coach 
Operators Specialist Press for 
the Tourism Industry 
 
Private Education and Training 

Establishments 
 
Private Ports, Airports, Marinas 
 
Banking – Travel cheques, 
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Figure 1 - The dimension of the tourism industry (Source: Gilbert, 1992) 



 
 

6 

“Traveller taking a trip to a destination outside his/her usual environment, for less than a year, for any 

purpose (business, leisure or another personal purpose) other than to be employed by a resident entity 

in the country or place visited" (UNWTO, 2015). 

 

Then, it is necessary to distinguish between both types of visitors - tourist and excursionist. Figure 2 

shows the official classification of travellers by WTO trying to clarify the differences in the definitions of 

the already introduced concepts. 

“A visitor (domestic, inbound or outbound) is classified as a tourist (or overnight visitor) if his/her trip 

includes an overnight stay, or as a same-day visitor (or excursionist) otherwise” (UNWTO, 2015). 

 

Figure 2 - Official classification of travellers (Source: World Tourism Organization) 

 

The economic importance of tourism comes from the fact that, as pointed out by the UNWTO (United 

Nations World Tourism Organization), this activity represents about 10% of the global GDP (Gross 

Domestic Product) and 9.6% of total world employment in 2016 (WTTC, 2017a). 

 

In 2008, the UN Statistical Division, approved the methodology of Tourism Satellite Accounting 

methodology (United Nations, 2008 p.31-38), quantifying the direct contribution of Travel & Tourism. 

WTTC recognized that the total contribution of this phenomenon is much greater and aims to capture 

its indirect and induced impacts. As one can see, in Figure 3, that the direct contribution to GDP reflects 

the internal tourism expenditure on Travel & Tourism such as accommodation, transportation, food and 

beverage services, etc. The indirect contribution to GDP comprises the government collective travel and 

tourism spending, impact of purchases from suppliers or travel and tourism investment spending 

following three factors: capital investment, collective government spending and supply-chain effects. 

Finally, the induced contribution represents the broader contribution of spending by those who are 

directly or indirectly employed by Travel & Tourism (WTTC, 2017b p.15). 
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Figure 3 - The Economic contribution of Travel & Tourism (Source: WTTC, 2017b) 

 

In addition, it should be emphasized (Peláez, 2003) the heterogeneous set of activities carried out by 

consumers outside their habitual place of residence and work. The concept of tourist product concept 

tries to aggregate all the related businesses giving an idea about the impact of the phenomenon. As an 

analogy, the concept used by the conventional economy of tourism does not differ from GDP to 

economy, in which is not possible to identify only one product, good or service from the market value of 

all final goods and services produced in each country. The economic implications from this point of view 

are that tourism will only be studied following a holistic approach in the context of macroeconomics. At 

this point, it is essential to identify the economic activities involved that cover their value chain, shown 

in Figure 4. 

 

Figure 4 - Tourism value chain (Adapted model from Deloitte, 2017) 
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2.2 Tourism in the world 

According to the most recent data reported by destinations around the world and in accordance with the 

latest UNWTO World Tourism Barometer, international tourist arrivals (overnight visitors) point to 1322 

million arrivals in 2017, which represents a remarkable growth of 7%. This is well above the sustained 

and consistent growth trend of 4% or more since 2010 and represents the strongest results in seven 

years. Even so, the economic prospects and perspectives of the UNWTO Panel of Experts projects 

international tourist arrivals worldwide to continue in this upward trend over the next ten years (UNWTO, 

2018; WTTC, 2017a). 

 

In terms of regional performance, the highest growth was registered in Africa (+9%) and Europe (+8%), 

followed by Asia and the Pacific (+6%), the Middle East (+5%) and America (+3%). More specifically, 

Europe reached 671 million of arrivals in 2017 (almost 51% tourists worldwide), growth driven by the 

extraordinary results in Southern and Mediterranean Europe (+13%) (UNWTO, 2017a). On the other 

hand, this increase in the number of visitors to world destinations was driven by the strong departure 

from markets of origin. Among the most remarkable markets, international tourism expenditure grew in 

China (+19%), the Republic of Korea (+12%), the United States (+8%) and Canada (+7%). 

 

Focusing on the European region, there are five countries; France, Spain, Italy, Germany and United 

Kingdom which ranked amongst the top 10 countries by the number of international tourist arrivals 

(UNWTO, 2018). As Table 1 shows, more than half (55.7%) of the total nights spent by non-residents 

in 2016 in EU were accounted by Spain, Italy, France and the United Kingdom (Eurostat, 2017a). In 

addition, the data in Table 51.A (Eurostat, 2018) indicate that EU is an attractive destination for its 

residents. More than half of all tourism trips made in 2016 were short domestic breaks between one and 

three overnight stays of which three out of four (74.4%) were domestic. Even when referring to longer 

journeys of, at least, four overnight stays which are more likely to be further away from home, domestic 

trips are 30% more than outside trips. (Eurostat, 2017b). 
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Table 1 - Nights spent at tourist accommodation establishments, 2016 (Eurostat, 2017a) 

EU-28 1.323.953.158    

Spain 294.556.428 

737.282.786 55,7% 

 

Italy 199.426.793  

France 123.913.410  

United Kingdom 119.386.155  

Austria 83.398.372    

Greece 80.025.756    

Germany 79.946.914    

Croatia 72.064.582    

Portugal 43.959.295    

Netherlands 39.623.541    

Czech Republic 24.268.149    

Belgium 17.063.194    

Ireland 16.190.381    

Bulgaria 16.150.666    

Poland 15.579.225    

Cyprus 14.504.702    

Sweden 13.997.265    

Hungary 13.802.045    

Denmark 11.630.004    

Malta 8.622.438    

Slovenia 7.252.070    

Finland 5.771.275    

Slovakia 5.038.214    

Romania 4.812.050    

Estonia 4.014.581    

Lithuania 3.273.420    

Latvia 3.044.532    

Luxembourg 2.637.701    

     

Turkey 96.400.316    

Switzerland 23.982.739    

Montenegro 10.528.475    

Norway 9.672.993    

Iceland 6.764.038    

Serbia 2.402.065    

Former Yugoslav Republic 
of Macedonia 

1.050.917 
   

Liechtenstein 127.747    

 

It is true that rapid economic growth after the 70s boosts middle-class wages in developed countries. 

Even though, some others social changes create favourable conditions for the further development of 

the sector and encourage the business. The improvement in quality and price of transportation, the 

increase of leisure time due to the acquired labour conquests (holiday pay, retirements…), the increase 

in the desire to fulfil escape fantasies due to the growth of the cities and, the consumer society starts to 

take a new route and travelling becomes the new way to obtain social prestige. 
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2.2.1 Tourism in Portugal and in the region of Lisbon 

 

Figure 5 - Tourism importance in 2016 (Own elaboration with data source: WTTC, 2017b) 

 

According to INE (2018a), tourism generated 11.5 million Euros for the Portuguese people in 2016, 10% 

more than in the previous year, since the indirect and induced consumption represents more than 23 

million. These numbers become more relevant if we mention the 3.1 billion euros of the total income of 

hotel establishments or if we travel backwards in time. In 2008, tourism consumption was 9.2% of 

Portuguese GDP (15.7 millions of euros). In eight years, the weight of the business soared to 46.5%. 

For a better visualization, Figure 5 shows that Portugal is experiencing a rising trend above the average 

in comparison with Europe or even worldwide. Taking into account the 3.6% of people employed (still 

below the average) by the sector, it means that the current trend is sustainable over time. According to 

Butler’s model, Portugal may be living between the stage of development and stagnation of the tourism 

life cycle. 

 

Then, in order to facilitate the understanding process of development in the tourist sector in recent years, 

the following data will be classified according to its relation with supply or demand side. 

 

2.2.1.1 Supply side 

As Figure 6 shows, the provision of more accommodations gradually increased until 2012 according to 

an Average Annual Growth Rate of 1.6%. In the period from 2012 to 2016, an exponential growth has 

almost doubled the number of tourist establishments in only four years. 
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Figure 6 - Collective tourist accommodations growth (Own elaboration with data source: PORDATA, 
2018b) 

 

However, in order to fully understand the market, it is important to take into account the rooms offering. 

According to the INE (2018c), in 2016 the Portuguese hotel market has gained 4.679 new rooms (1.133 

in Lisbon), increasing the Portuguese hotel offer for a total of 96.842 units (23.371 in Lisbon). The vast 

majority of this offer is in 4 star establishments, concentrated in the CBD (Central Business District) of 

Lisbon. 

 

Talking about tourist lodging, it is essential to take into account the recent short-term rental phenomenon 

that has soon become one of the key drivers in tourism development. Although the activity has its own 

legislation from 2008, only from 2014 the registration of each accommodation became mandatory. This 

fact explains the exponential growth shown in Figure 7 after this year, with a growth of more than 10.000 

registers per year. 
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Figure 7 - Portuguese short-term rental registers (Own elaboration with data source: RNAL, 2018) 

 

 

Figure 8 - Geographical distribution of short-term rental registers per freguesia (Own elaboration with 
data source: RNAL, 2018) 

 

According to AHP (Associação de Hotelaria de Portugal), the number of beds offered for short-term 

rental in 2017 already exceeds the number of hotel beds (56% against a 44% of the total supply). To 

give some kind of magnitude, the Portuguese Tourism Association had 54.599 active short-term rental 

records of accommodation on 31st December 2017 (RNAL, 2018) and as Figure 8 above (drawn up on 

the basis of Figure 30.A) indicates, there is a high level of concentration in the historic centre of the city. 

As a curiosity, the overwhelming nationality of holders of short-term rentals is Portuguese (95.62%), 

although some foreigner investors have invested in the activity. The British, with 1.157 accommodations 
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are the dominant nationality (42.1% of all records held by foreigners – Table 48.A), followed by the 

French. In addition, other unexpected information based on Table 49.A is that accommodations with 

two and one bedrooms are the most common typologies with 31% and 30% of the total records, 

respectively. Regarding the geographical location, from Figure 30.A and Figure 8 it can be concluded 

that there is a high level of concentration, in which only 6 of the 107 “freguesias”/parishes in the region 

of Lisbon account for about 60% of the supply throughout the city. 

 

2.2.1.2 Demand side 

Upon verification of the increment in the number of tourist accommodations, it is necessary the 

verification of the same tendency in the other side of the chain, attracting more tourists. 

 

Comparing Figures 6 and 9 it can be observed that a high level of correlation exists between the number 

of collective tourist accommodations and the number of nights spent in them. It means that, apparently, 

it is not a saturated market and tourists have absorbed the new offers. Ensure that, with a probability 

bordering on certainty, the economic aspect must be analysed to find out if it is bearing the 

consequences of a possible over-supply of tourist rooms. 

 

Figure 9 - Number of nights spent in collective tourist accommodations (Own elaboration with data 
source: PORDATA, 2018a) 

 

The year 2016, was a new milestone for the sector. According to Figure 9, the number of overnight stays 

in Portugal increased by 11.6%, reaching 67.9 million powered from 2012 mainly due to the contribution 

of the hotel industry. From this relative minimum year, when the AAGR remains null, the increase in the 

number of overnights stays keeps growing annually, as the orange line graph represents. Relating it to 

Figure 10, it should be mentioned that until 2012 the values are equal, but there is a difference in the 

last four years due to the different sources from which the data was obtained. Apart from this gap, we 

must highlight that of the total number of overnight visitors, above mentioned, the number of tourists 

staying in hotels represented 53.6 million, 9.6% higher than in 2015. A curiosity that can be observed in 
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Figure 10 is that the number of national visitors remains almost stable, while foreigner tourists are the 

main reason for the growing trend. They symbolise 71.53% of total hotel overnights (+11.4% relate to 

2015). 

 

Figure 10 - Number of nights spent in hotel tourist accommodations (Own elaboration with data source: 
INE, 2018e) 

 

After the previous striking internal results, it will be compared the Portuguese behaviour will be 

compared to the European referents (such as Spain, France and Italy) in Figures 31.A, 32.A and 33.A 

in order to understand whether it can be assumed as a normal growth of the sector, or in fact, the country 

is experiencing a growth phase higher than its main competitors. The conclusion is that the country 

registered an Average Annual Growth Rate higher than the rivals, emphasizing again its performance 

since 2013, reinforcing the idea of living a fascinating period. 

 

Furthermore, Figure 11 shows that there is, as expected, a parallel evolution in the income from hotel 

establishments with an exponential growth after 2013. Nevertheless, it is in Figure 12 that we can see 

the growth in the average price per room, an indicator that reveals a good quality of the reservations. 
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Figure 11 - Total income of hotel establishments (Own elaboration with data source: INE, 2018g) 

 

Focusing on the period with the highest growth (2014-1016) with the aim of verifying the health of the 

market, Figure 12 displays data combining occupation rates with revenue per available room (RevPAR), 

a specific performance measure used in the hotel industry. The idea of combining the two indicators is 

due to the fact that RevPAR doesn’t take into account the scale of a hotel and does not use any measure 

of profitability or profit information. According to INE, the total RevPAR reached in 2017 was €50.20, 

which means an increment of €10 compared to 2016. 

 

Looking at Figure 12, we can observe two different things. The previously mentioned price increase per 

available room as well as the occupation rate of 5 and 4-star hotel establishments are of equal 

magnitude. According to these type of hotels, Figure 13 reveals a larger increase of 4 and 5 star hotels 

since data is available (2009) comparing with the rest types. It is a good indicator of the type of tourists 

that are coming to the country, apparently with greater economic capacity. 

 

Figure 12 - Occupation rate per room and RevPAR in hotel establishments (Own elaboration with data 
source: INE, 2018) 
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Figure 13 - Number of nights spent in hotel accommodations per type of establishment (Own elaboration 
with data source: INE, 2018i) 

 

About the features of the trips and visitors, it is important to mention that the duration remains almost 

invariable around a three days’ trip for the Portuguese capital (Figure 34.A), while there is a significant 

evolution of the outbound travel markets. In this context, a slight diversification can be seen in Figure 

14, where in 2016 the percentage of nights spent by British visitors is already lower than a quarter of 

the total nights spent in the country. 

 

Figure 14 - Percentage of the number of nights spent in Portugal by countries of origin (Own elaboration 
with data source: INE, 2018h) 

 

In parallel, in Portugal there are some regional asymmetries. For instance, 90.3% of the nights spent in 

the country (continent) were concentrated in the coastline in 2014 (Turismo de Portugal, 2017). 

Furthermore, as shown in Figure 15 that follows (according to NUTS II geographical classification), 

Algarve ranks first in the number of overnight stays with just over 19 million (+10.1%) followed by M.A. 

Lisbon and region North with a slight decrease of 15 and 8 million, respectively. 
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Figure 15 - Overnight stays in tourist accommodations by NUTS II in 2016 (Own elaboration with data 
source: INE, 2018) 

 

Another important phenomenon that directly affects the sector is the fact that multinational companies 

use their call centres and customer service hotlines in Portugal as a cheap base. “This specific market 

is absolutely booming! We are almost doubling the size of this business, year on year." said, Joao 

Cardoso, the CEO of Teleperformance Portugal in an interview for a national journal. What these 

companies are doing is taking advantage of Portugal’s low salaries, high unemployment rates and the 

ease with languages. According to the OECD (2018), the average Portuguese salary is €19.873 

($24.529), ranking the country in the seventh position of the EU with the lowest average salary. 

 

2.3 Factors leading to the growth of the industry 

At the beginning of 1900, the world population was estimated at 1.65 billion and sixty years later, it had 

almost doubled to 3 billion. Today, the world population is estimated to have exceeded 7.5 billion and is 

still growing at an annual rate of 1.2% (Roser & Ortiz-Ospina, 2017). The interest of the growing 

population in favor of tourism is because, with an increasing number of people in the world, this 

translates directly into a larger tourism market. Furthermore, since the growth of the sector becomes a 

shred of evidence, it is essential to identify the real causes of this phenomenon. Overall, in addition to 

the increase in the number of potential users, there are some global factors that promote or interfere 

with the development of the industry. 

 

2.3.1 Tourist motivation 

Why do people travel is one of the first questions we can ask to try to find the factors that promote this 

phenomenon. According to the online Oxford (2018) dictionary, “motivation” is the “desire or willingness 

to do things, or certain needs and wants of a person, which forces them to act or behave in a specific 

way”. 
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Using the principles of analysis of consumer behaviour and psychology, it is important to keep in mind 

that a problem in search for tourism motivations has always been the discrepancy between the reasons 

that travelling tourists declare and their real reasons (Swarbrooke, J., Horner, S., 2007). Most of the 

time, the explanation can also be based on people’s desire to claim another status or personality, in 

other words, trying to pretend to be someone who is not. 

 

This behaviour, together with the appraisal of tourist motivation literature, explains why over the years 

many theorists have proposed different methods for identifying these motivational factors. The push-

pull framework is a frequently mentioned approach considered by some theoreticians as a useful 

method (Kay, 2003). The concept behind this dimension is that people travel because they are “pushed” 

by their own internal forces that influence a person’s decision to take a vacation and “pulled” by the 

external forces of destination attributes that influence the person's decision about which specific 

destination should be selected. This theory emphasises two stages in a decision to travel, push factors 

to occur first making you want to travel, while pull factors affect once the initial desire to travel arises 

(Gnoth, 1997). 

 

A different and prior approach used to explain the premise of motivation is Maslow’s theory (Kay, 2003), 

which uses five hierarchical sets of basic needs: physiological, safety, social, self-esteem and self-

actualisation. The ultimate goal of human existence is the need for top-level need of self-actualization, 

in which one takes part in activities or a rewarding lifestyle that is rewarding, fulfilling and that allows the 

full expression of the person’s individuality, creativity and purpose to live. Many see tourism as a way of 

achieving some degree of this level of need. However, some authors (Kenrick, Griskevicius, Neuberg & 

Schaller, 2010) argue that Maslow hierarchy model is not flawless because people do not satisfy their 

needs hierarchically. 

 

Another of the most important points of view comes from OMT (Sancho 1994) supporting the importance 

of classifying tourist motivation into the following categories: 

• Leisure, recreation and holiday 

• Visits to relatives and friends 

• Business and professional reasons 

• Medical treatment 

• Religion / pilgrimage 

• Other reasons 

 

The evaluation of tourist motivation literature, reveals a lack of consensus on the definition attributed 

once more to a multidisciplinary treatment and to the plurality of different theoretical perspectives. 

Roughly speaking, tourism is, as commonly understood, the practice of travelling for pleasure, education 

or business. There are two basic reasons why people travel for pleasure, “wanderlust” and “sunlust". 

Many young people, nowadays known as "millennials", have the desire to experience and discover other 

cultures and ways of life; this is wanderlust. Nevertheless, other people prefer to go somewhere warm 
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and enjoy a pleasant climate for a while; this is sunlust. Also, there are some other motivating factors 

such as relaxation, escape from boring routine life, socialisation with friends, rest or prestige. Over the 

years, these motivating factors have not really changed in contrast to how we are able to manage them. 

 

Concerning the main reason for travelling, leisure purposes come at the top of the list accounting for 

just over half (53%) of all international tourist arrivals for holidays, recreation and other forms of leisure 

in 2015, followed by business and professional purposes (14%), and for other reasons such as, visiting 

friends and relatives, religious reasons and pilgrimages, for health treatment and others (27%). The 

purpose of the visit for the remaining 6% of the arrivals has not been specified (UNWTO, 2018). 

Concerning particularly the Portuguese travellers, Figures 35.A and 36.A reveal a similar behaviour. 

 

2.3.2 Barriers to travel 

Despite the wide variety of factors already outlined that promote the development of tourism, there are 

some that act as barriers and become challenges. Time and cost, for instance, are the obstacles that 

first come to mind. Nevertheless, the most relevant of these factors is that it should include some others 

equally important (Lew, Hall & Timothy, 2008), such as: 

• Time: People have jobs, business, family, and other commitments that limit the time available 

for travel. 

• Cost: People are subject to personal budgets and cannot afford the expense of travel. 

• Health: Many persons cannot travel due to poor health and physical limitations. 

• Family: Parents with small children are not in a position to travel due to family responsibilities 

and convenience of travelling. 

• Lack of interest: People have values and other interests that may screen out travel. 

• Fear: Knowledge of political conflict or high crime rates at destinations may deter people from 

travelling. 

• Institutional barriers that limit the amount of time a person can visit a country or the general 

difficulty of obtaining a passport and visa in a timely manner. 

• Weather conditions and disasters concerns will keep people away from some destinations 

because of undesirable factors. 

 

2.3.3 Tourism innovation and e-tourism 

Nowadays, we have all heard about Information and Communication Technologies (ICTs) that can be 

defined as the technology package whose main purpose is to facilitate and improve people's life quality 

through his inherent advantages (Tahayori & Moharrer, 2006). Day after day, we use and talk about 

them in our everyday life, becoming indispensable to the new social habits of the society. Internet, for 

instance, is the maximum expression of ICT, and it is an example of why people no longer interact and 

find information in the same traditional way. 

 

The link between tourism and ICT does not refer to the direct influence on tourist supply and demand, 

but provides tools that promote the evolution of demand and supply. Tourism and travel is an intensive 
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activity in data generation in which elaboration, collection, rendering, application and communication of 

information for daily activities is extremely important. In addition to evaluating information from multiple 

sources, it remains the essential element linking the different entities in the value chain which has been 

previously explained in chapter “2.1.2 Conceptual issues”. Some years ago, one had to visit a travel 

agency to see the different offers available, and ICT was considered a simple mean and what really 

mattered was the accommodation. Nevertheless, nowadays things have completely changed. The ICT 

makes the difference and offers more. Today there is more than one shop or agency. The Internet has 

become a global shop with all the information at one’s fingertips. 

 

For service providers, the Internet contributes to higher levels of productivity, has better promotion 

channels, makes more efficient use of CRS/GDS and presents the possibility to define and store the 

consumer profile. Along with destinations, the Internet creates a large booking system that increases 

the number of potential customers in a cheaper way and also provides a valuable communication tool 

that connects business partners, intermediaries and suppliers. To the customer, the Internet provides 

benefits that increase satisfaction, provides information about tourist product, but also bring relevant 

information about natural resources, history, economics and social environment allowing the tourist to 

interact with the local population as well as to make reservations in a quick and easy way (Buhalis, 

2003). According to World Travel Organization (WTO, 2001), tourism and internet are perfect partners.  

 

Because of the Internet phenomenon, traditional travel agencies will be affected. As some authors 

defend, they will not disappear - at least for now -. They will perform the role of a travel consultant. In 

this way, they will keep selling books, guides and movies related to destinations. This new role means 

that survival depends upon the quality of human relations and sharing of experience between client and 

agency staff (Longhini & Borges, 2005). 

 

The combination of Information and Communication Technology and Tourism resulted in electronic 

tourism or e-tourism (Werthner & Klein, 1999), defined as the digitalization of both the processes 

involved and the value chain inherent to the tourism industry: travel, accommodation and catering. From 

a strategic point of view, e-tourism has revolutionized the business process, the entire value chain as 

well as the strategic relations between the entities. It determines the competitiveness of an organization 

through the advantages of using intranets for the internal process, extranets in the development of 

transactions between partners and the Internet in the interaction with all entities along the value chain. 

Succinctly, Buhalis (2015) defined e-tourism as the information technology to strategic tourism 

management.  

 

“Word of mouth” has always been recognized for its great ability to influence consumer behaviour and 

power to affect the success or failure of a new product or service. In the tourist industry, according to 

Filieri & McLeay (2013), online reviews are considered as the electronic version of the traditional “word 

of mouth” which consists of the publication of magazines by travellers about their experiences related 

to products, services and tourist brands. In the last decades, their power of influence has been increased 
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with the digital media (Craig, Greene, & Versaci, 2015), because the scope of potential receptors 

increased exponentially. 

 

In short, the rise of the Internet has brought the world new characteristics specific to today’s society: 

innovative character, real-time information, interactivity and digitalization. In addition, it has drastically 

changed the way citizens travel, prepare and book travel arrangements and the way players in the 

tourism sector do business. Nowadays, it is inconceivable to imagine a business in the area of tourism 

without an online presence. 

 

2.3.4 New trends in the tourism sector 

As we have just mentioned, ICT has recently revolutionized the field of tourism. Travellers no longer 

have the same behaviour. Changes in the capital markets and the global economy, together with the 

continued development of more specific tourist services and business models (such as the sharing 

economy or low-cost airlines) have changed the sector. 

 

The sharing economy phenomenon has emerged as a new socioeconomic system that allows you to 

share between people on online network platforms. People easily share access to resources such as 

transportation (i.e., ride shares/carpooling – BlaBlaCar), accommodation (i.e., short-term rentals – 

Home Away), food (i.e., peer-to-peer dining/meal between colleagues – eat with), and skills (i.e., task 

sharing – Task Rabbit), with each other. In other words, it has emerged a new way of doing business 

by communicating person-to-person (p2p) or human-to-human (h2h) rather than thinking about in the 

traditional business-to-business (b2b) or business-to-consumer (b2c) models. Marketers realize that 

companies do not make decisions, but people do. 

 

To maximise the return on investment in the short-term rental appears the technique “home staging”. It 

is similar to the traditional decoration making the space a more attractive place improving functionality 

and comfort, while maintaining neutrality without personalisation. In addition, this technique includes the 

commercial orientation whose fundamental principle is to maximize results with minimal investment. The 

idea is to get a furnished apartment and ready to make money in less than two months and reach a 

payback period of less than one year. 

 

Related to the means of transport, a change is also identifiable. In the world travel sector, just over half 

of the visitors who stayed overnight travelled by air (54%), while the rest travelled by land (39%), water 

(5%) or railroad (2%) (UNWTO, 2018). 

 

To give particular example of the Portuguese travellers, Figure 16 shows a clear preference for the 

airplane for international trips, while internal trips are made by car. The most remarkable growing trend 

over the years for both types of destinations (national and international) has been for air travel motivated 

by the emergence of low-cost airlines (Figures 37.A and 38.A). 
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Figure 16 - Percentage of the number of passenger-trips spent by Portuguese people by destination and 
mode of transport (Own elaboration with data source: Pordata, 2018e) 

         

2.3.5 Sustainability 

Sustainable development is defined as development that meets the needs of the present without 

compromising the ability of future generations to meet their own needs (United Nations, 1987). Most 

experts believe that tourism will continue to grow at a 4-5% annual rate projected by the World Tourism 

Organization (UNWTO, 2017a). In the short term, there is no reason to suspect otherwise. However, 

the megatrend of population growth and its secondary decline environmental quality is one of the great 

uncertainties in the equation to be taken into account. In this context, the question that arises is whether 

the number of people translates into a larger tourism market or, otherwise, the crushing of humanity 

leads to the acceleration of environmental damage resulting in governments, reluctantly, imposing 

energy taxes to dampen demand (UNWTO, 2017b). 

 

From the ecological point of view, the phenomenon of tourism has already reached levels in some 

specific areas that are threatening the environmental conditions. The challenge is to coordinate 

sustainable tourism by reconciling the economic growth with environmental protection. A sign of the 

increasingly worrisome to governments and population is the recent decision of UN to proclaim last 2017 

the International Year of Sustainable Tourism for Development (United Nations, 2016). 

 

Nowadays, Lisbon is a different city. It is true that walking through Baixa or the Chiado, and parking in 

the city centre becomes a significant challenge. Also, public transportation is crowded every day, and 

not only tram 28. However, there are more options and offers for both tourists and Portuguese citizens. 

The tourism activity also creates new jobs and reduces the unemployment rate along the year. 

 

Be professional in the tourism industry is more than receiving the award for the best European 

destination by World Travel Awards, the Oscars of tourism. Once the Portuguese country reaches this 

high level it is the right moment to look towards the future and think about it in a sustainable way. 
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The following chapter talks about the different impacts of present and future originated by the 

phenomenon of tourism with the guidelines applicable to all forms of tourism and destinations. 

 

2.4 Tourism impacts on the city 

Related to the previous section and sustainability concept, tourism is commonly described as having 

three major types of implications in the vast majority of the places that tourists visit. These effects are 

categorised as economic, environmental, and socio-cultural. Sometimes politics is also considered as 

the fourth effect that operates in parallel. 

 

However, as the author Harcombe (1999) points out, some impacts are attributed to tourism although 

in fact their origin has been elsewhere and not directly in the phenomenon. Instead, more appropriate 

sources may be the media, the advertising and fashion industries, new industrial development, 

urbanisation, mining and forestry projects or government and military activity. 

 

From now on, we will address these effects classifying them according to their relationship or not with 

the economic field, aligned with the central theme of this project. 

 

The cost of getting to a destination is the first factor we can think about. Moreover, higher travel costs, 

as well as the cost of accommodation, food, tours, entertainment and local travel affect the 

attractiveness of the place leading to a drop-in demand. On the other hand, the other set of non-

economic factors includes the climate, the reputation and the condition of the economy (among others 

already exhaustively listed in the previous section “2.3.2 Barriers to travel”). 

 

2.4.1 Monetary 

No doubt the sector has a massive effect on regional and on local environment. Tourism has the 

potential to reduce poverty and increase shared prosperity significantly. Nevertheless, Figure 17 shows 

that there is also the “back side of the coin” with some negative impacts. 

 

Figure 17 - Impacts of tourism sector (Own elaboration) 

 

As can be deduced from Figure 17 the quantification of the monetary impacts (direct and indirect) 

depends on two topics: wealth creation and employment. 

 

2.4.1.1 Wealth creation 

It refers to the total turnover generated by the different agents that participate in the tourism value chain, 

in other words, the entire tourist business. 
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The quantification of the direct impact is easy. Typically, the receipts generated by the different agents 

stipulate the value. Nevertheless, the quantification of indirect implications becomes more difficult and, 

as its name suggests, it is not a direct value that can be obtained. Different methods can calculate it, 

but the most popular way uses the input-output matrix from OECD. 

 

In our particular case, recent national economic news quoted daily the tourism business. Tourism is in 

the best moment of ever in Portugal. Last year, the costs of foreigners in Portugal exceeded 15.1 

thousand million euros for the first time. It means that within travels, hotels and purchases, tourists spent 

an average of 41.5 million Euros per day. 

 

2.4.1.2 Employment 

Undoubtedly, the seasonal nature of the sector gives its opponents the argument of seasonal jobs. 

Nevertheless, Portugal is experiencing a great revolution in which the appreciable seasonality is 

extendible throughout the year. 

 

According to the National Statistics Institute (INE, 2018d), the unemployment rate was 8.9% in 2017. 

The unemployment population, around 462.8 thousand people, reduced 19.2% in relation to the 

previous 2016 (110.2 thousand less). 

 

2.4.2 Non-monetary 

In a pessimistic scenario, a wide variety of vulnerable risks can be enumerated. The influence of Brexit 

and recent terrorist acts in Western Europe are reminders that, while globalisation has brought 

innumerable benefits to the travel market, interdependence has its disadvantages. Epidemics and 

pandemics such as those that have recently occurred with the Zika or Ebola virus have an immediate 

impact on business due to the ease of person-to-person transmission, international restrictions, media 

alarmist tones and government measures. Looking forward, some uncertainties can be taken into 

account such as the real impact of current political changes in the global economy, the tourism industry 

and travel destinations. 

 

According to the previous categorization based on the relation with economics, environmental and 

socio-cultural impacts are the most critical among the non-monetary classes. 

 

2.4.2.1 Environmental 

Environmental quality represents one of the most controversial impacts on the business and is a 

prerequisite for sustainable development, which is why it should be a priority. Understand this complex 

relation involves very different activities with a multitude of adverse environmental effects. Many of them 

are linked with the construction of road infrastructures, to airports, to cruise terminals or tourist 

installations including hotels, resorts, restaurants, commercial or leisure areas which are essential for 

the business. In contrast, the negative impacts resulting from this development can gradually destroy 

the resources on which tourism activity depends. 
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On the other side, the potential of tourism sector encompasses the environmental protection and 

conservation. It is the way to raise awareness and promote ecological value. On the whole, tourism 

environmental impacts influence three areas (Silva, 2008): 

• Related to natural resources: water, land or others (electricity, food, etc.) 

• Pollution effects: air, noise, rubbish and waste, sewage and visual 

• Physical impacts of ecosystem degradation 

 

2.4.2.2 Socio-cultural 

On a case-by-case basis, social impacts refer to changes in people’s life while cultural implications refer 

to changes in the arts, customs, rituals, and architecture. Together, the term socio-cultural impact is 

related to the differences in the everyday experiences of residents, as well as to their values, way of life, 

intellectual and artistic products.  

 

Once more, we cannot talk about the socio-cultural impact of tourism without talking about globalisation 

and its effects on local cultures. Globalisation is accused of destroying the socio-cultural identity of the 

local communities and indigenous values, traditions and lifestyle (Reisinger, 2009). In other words, cities 

visited by tourists in developing countries are not authentic. Many times, it feels like everything has been 

previously thought and oriented to foreigners even for locals. Nevertheless, Liu (2003) advocates that 

tourism is not the single guilty of the loss of cultural identity and traditions: 

"The globalisation and homogenization of culture, often referred to as “Cocacolaisation”, 

“Hollywoodisation” or “McDonaldisation” may not be caused only by tourism. The media, through 

modern communication and information technology often play a more important role in shaping the 

values, opinions, lifestyle and fashion of the world". 

 

Figure 18 - Average selling and rent prices in Lisbon city of the last five years (Own elaboration with data 
source: Nuroa, 2018) 

Aligned with previous Figure 18 and Figures 54.A and 55.A, the negative impact of the phenomenon on 

accommodation prices is identified. As a result, local population is forced to leave their homes in the city 

centre, where in just four years, house rents were increase 65% which is why people moved to the 

outskirts of the city looking for rents they can afford to pay. The same occurs with people who want 
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settle in the capital. To find a house in the heart of the city becomes a big challenge (apartments’ selling 

prices increased an average by 87% in the last 4 years). On the contrary, global tourism promotes 

international comprehension and acts as political tension reducing agent. 

 

Nevertheless, these previous negative arguments are not entirely applicable to the Portuguese capital. 

Despite the large number of tourists, the urbanization and tourist-oriented reforms, the city still offers a 

peaceful and relaxing environment where visitors can stroll off the beaten path and delight with nature 

or wind up in a historic neighbourhood where time seems to have stand still. Historical landmarks and 

ancient surprises, including underground treasures, can be found around every corner. However, in 

relation to the housing sector the increase in rental prices in the city centre is a reality. Nowadays, only 

foreigners can afford to live in the centre. 

 

2.4.3 Portuguese legislation on accommodation 

Despite the current importance of the activity, this is still a recent market with pertinent recent legislation. 

Before the entry into force of the short-term rental legislation (final of 2014), many of the touristic 

apartments were registered for housing purposes. 

 

ALEP (Associação do Alojamento Local) is the only juridical nationwide entity dedicated to promote 

short-term rental (Alojamento Local) as an accommodation alternative and to defend the interests of the 

activity and its members. ALEP also takes part in EHHA (European Holiday Home Association) that 

operates in all the European Union member countries and whose core is the distribution of short-term 

rentals in private houses and apartments. 

 

Portugal was a pioneer in the regulation of short-term rental and is one of the few countries with own 

legislation for short-term rental activity born in 2008 by Decree-Law no. 39/2008, of 7th of March that 

allows to the provision of temporary accommodation services in private homes and small collective 

establishments. Meanwhile, the growth of tourism activity, the emergence of online P2P platforms boost 

the relevance of short-term rental in the sector, resulting in the creation of a legal diploma that came 

into force by Decree-Law no. 128/2014, later modified by Decree-Law no. 63/2015, of 23rd of April. 

According to this new regime of 2014, a short-term rental is any residential unit authorised to offer 

temporary housing in return for remuneration. The activity of this type of establishments is considered 

as provider of accommodation services, and it is not equivalent to the activity of tourist accommodations, 

simplifying the operation in comparison with traditional hotels whose law is much more demanding. 

 

This effort from the point of view of the legislation of the activity, defines the integration of all these new 

models of accommodation and its relation and boundaries, sets the ground rules, security rules, 

consumer protection and creates a registration system. 

 

The legal framework for short-term rental (AHRESP, 2018) 
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• On 25th of June of 2008 Portaria no. 517/2008 establishes the minimum requirements to comply 

with short-term rental accommodations. 

• On 22nd of August of 2008, a declaration of ratification no. 45/2008 rectifies the Portaria no. 

517/2008 of 25th of June, of the chairmanship of the Ministerial Council and of the Ministry of 

Economy and Innovation, who establishes the minimum requirements to be accomplished by 

short-term rental accommodations, published in the Diário da República’, 1st series, no. 121, of 

25th of June of 2008. 

• On 14th of May of 2012, Portaria no. 138/2012 makes the first alteration to Portaria no. 517/2008, 

of 25th of June, which establishes the minimum requirements to be accomplished by short-term 

rental accommodations. 

• On 23rd of January of 2014 is made the second alteration to Decree-Law no. 39/2008, 7th of 

March, which approves the legal regulations/regime for installation, exploitation and operation 

of tourist projects by Decree-Law no. 15/2014. 

• Decree-Law no. 128/2014, of 29th of August, which approves the legal regulations/regime for 

exploitation of short-term rental accommodations, entered into force on 27th of November of 

2014 and it represents the alteration by Decree-Law no. 63/2015, of 22nd of April, increasing 

hostels legal regulations/regime. This Decree-Law came into force on 22nd of June of 2015. 

 

2.5 The city of Lisbon 

Once the growth of the tourist sector became a reality as well as the causes and consequences of the 

analysed activity, it is important to particularize the global phenomenon for the scope of this thesis. In 

addition to all the previous universal factors with their relative effects, there are some specific features 

affecting, in particular, tourism activity in Portugal and its capital city. 

 

Portugal is a welcoming and hospitable country and one of the most colourful places in Europe. This is 

a country with a rich diversity of regions, extending from the green valleys of the north, the wonderful 

beaches of the south, to the charming capital in the centre and the volcanic islands of Azores and 

Madeira. Also, it highlights an exceptional range of landscapes, lots of activities and a unique cultural 

heritage. Its superb cuisine (cod is the guest star), fine wines, good coffee and the warmth of Portuguese 

people with skills for languages make this is a paradise of the highest quality. Lisbon is one of the most 

vibrant cities of Western Europe. It is a city that keeps history in its Romantic streets, Moorish 

neighbourhoods, Roman subsoil and from its Manueline and Baroque monuments to the most modern 

architecture. In other words, it is a city where tradition, progressive thinking and modernity blend together 

in harmony. 

 

Moreover, Lisbon is well known by its traditional character highlighting its good weather, gastronomy, 

wine routes and the unique fado music genre, since 2011 recognised as world’s intangible cultural 

heritage by UNESCO. At the same time, based upon unique territorial foundations and several 

expressions of history and culture, UNESCO also classified as world heritage sites such as Belém tower, 

Jerónimos Monastery and the historic village of Sintra with a very rich biodiversity and landscape views, 
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complemented by a blend of experiences (from golf to cultural touring with some of the most beautiful 

palaces of the country). Besides visiting Sintra, tourists with the aim of complementing their experiences 

with a visit to another surrounding area, have Cascais or Fatima as the most recurrent destinations for 

nautical purposes or amazing beaches, or by religious purposes, respectively. 

 

After all, and as the following Figure 19 indicates, over the last years, the Portuguese capital was 

constantly recognised by WTA and some other institutions as one of the greatest cities in the world. 

After many years of being overlooked, the city has finally been discovered by mass tourism and is a 

recurrent theme by journalists, influencers and bloggers. 

 

 

Figure 19 - Lisbon’s World Travel Awards distinctions from 2009 (Own elaboration with data from WTA, 
2018) 

 

As in other European capitals, in Lisbon region, as previously explained, short-term rental 

accommodations have been considered an alternative to the most traditional offer as hotels. Nowadays, 

guests are looking for more authentic and economic stays, providing new experiences and a more local 

lifestyle. Furthermore, low-cost airlines and cruises reinforce the importance of the city. 

 

Based on a benchmark approach taken from a consultancy study developed by Deloitte in 2017, we can 

reinforce and highlight the wide variety of tourist offer in Lisbon shown in the following Figure 20. 

According to the same research, despite “city & short breaks”, “meetings industry” and “cruises” are the 

core products of the city, the variety of its offer becomes richer when referring to Lisbon region (NUTS 

II) including Cascais, Sintra, Arrábida and Arco do Cego. 
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Figure 20 - Tourist offer in Lisbon region (Source: Deloitte, 2017) 

 

Furthermore, in order to sense the potential of the Portuguese capital and his real rank against other 

tourist cities consider the following Table 2. 

 

Table 2 - Comparative analysis of tourist products offer between Lisbon and his main European 
competitors (Source: Deloitte, 2017) 

 

 

According to JLL research report (2015), for the last several years a series of several factors came 

together that ended up in this explosive growth in the city: 

• Global trend oriented to more authenticity and experiences in alternative tourist 

accommodation. 

• The increment in the number of P2P platforms allowing the client to make his own reservation: 

Booking.com, Airbnb, TripAdvisor, HouseTrip, Windu, HomeAway, etc. 

• The limited hotel offer in the city centre where there are a high number of empty buildings. 
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• A decreasing demand for apartments to buy. 

• New taxes that penalize building owners with vacant properties. 

• New law that grants to unlock many buildings for rehabilitation. 

• Perception of higher profitability than in long-term rents. 

• Absence of legislation allows an easy entry of any interested person. 

 

All the previous factors motivated the entry of new operators. In the beginning, informal and 

inexperienced people represented this market, but nowadays this tendency is reversed since more 

skilled and trained professionals are attracted to the market and increase the competitiveness of the 

sector. 

 

According to Aeroportos de Portugal, S.A. (ANA, 2017), in 2016 passed through Lisbon airport more 

than 2 million passengers, which represents an increment of 11.7% from previous year. Although the 

number of seats offered increased mainly by low-cost airlines in more than 3 million (an equal +11.7%), 

the occupancy rate remained at 80.5%, demonstrating the growth of the number of tourists runs in 

parallel. "In the first trimester of the year the rejections of tourists were equivalent to 400 thousand 

passengers. We estimate that until the end of the year we will miss the opportunity to count between 2 

to 2.5 million of passengers per year”. These were the words uttered by Carlos Lacerda, executive 

chairman of the association last summer, reveals that in 2017 Lisbon airport has lost passengers due 

to infrastructures constraints. Because of that exponential growth, the State and the concessionaire 

have signed an agreement in 2012 in which the second part has committed to make a proposal for the 

expansion of the airport capacity. Nowadays, the selected solution is the conversion of the air base in 

Montijo for its utilization as a civil airport since the other partial success proposal was the enlargement 

of Portela’s airport. 

 

Related to cruise passengers and, with the purpose to prompt the number of tourist arrivals, a cruise 

ship terminal was inaugurated in November of last 2017 by the Portuguese prime minister, Antonio 

Costa, which allow the city to reach 1.5 million of cruise passengers yearly. The intention is to increase 

the 1.7% growth rate over the last years, a value slightly higher than half a million until 2016.  

 

On the supply side, the number of available rooms also accompanies this growth trend yearly. According 

to the AHP in 2018 Portugal will have 61 new hotels of which 29 will be in the Lisbon region. Also, 23 

hotels will be reopened after a renovation or expansion plan. In addition, the general director of AHP, 

Cristina Siza Vieira, pointed out in an interview in “Nit” magazine that the number of new rooms expected 

for 2018 in 4770. In relation to the previous year, the most remarkable is the dimension of the 

accommodations. From an average of 60 rooms per hotel in 2017, we moved to 90 rooms in 2018. 
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3. DATA AND METHODOLOGY 

 

The future work will proceed with the main purpose of the thesis, evaluating an example of the economic 

impact of tourism in Lisbon, namely in the housing sector. A profitability analysis will be performed using 

the case study of three different apartments located in different neighbourhoods of the Portuguese 

capital (Alfama, Bairro Alto and Castelo). Different scenarios will be addressed based on three different 

ways of house rental, in order to verify in fine details the profitability and return on investment in real 

estate business, as well as understand the explosive growth of short-term rental in Lisbon. The analysis 

will be based on the historical data of different apartments in the same neighbourhoods. 

 

To accomplish that purpose, the approach is as follows: 

 

• A first step of “situation analysis”. In this stage, the exact location and characteristics of the 

apartments are described: general information, photos, property layout, the number of rooms, 

facilities and offered services for the short-term rental case. 

 

• A second step of “selection and development of business models”. This will focus on looking for 

some different profitable ways of renting (traditional rent, students rent and short-term rental) 

with the aim to discover the option of higher return on investment with the shortest payback 

period. For that, make the best use of the available space taking into account the final use to 

the users is fundamental, while involves the purchase or rent and the subsequent rent. In the 

development of the different scenarios, it can be differentiated between technical and economic 

feasibility. Technical part includes legislation, property modifications and promotion of each 

business model. While economic part based on variables such as preparation expenses, 

revenues, occupancy rate, prices, operating costs and taxes calculate cash flows of each 

modality. The indicators to be used for the financial evaluation will be: net present value, internal 

rate of return and payback period. 

 

For the economic analysis, it is important highlight: 

• Project period. The time bound for the three business models is 5 years because it is 

considered a common reasonable period for them. Consider longer period of time for 

local lodging would have a very high degree of uncertainty as well as for traditional rent 

modality it is a reasonable and a fairly standard period. 

• Financial sources. It will be considered an investment based on 50% of own capital and 

50% of external capital. 

 

The different data sources will be the following: 

1. Traditional rent: Contact a real estate company (such as Remax or Predial Tomarense). 

2. Rental by students: Contact with a student accommodation enterprise (such as 

Uniplaces.com). 
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3. Short-term rental: Two different sources will be used. On the one hand the data from 

different entities or enterprises (such as Booking.com, Airbnb and INE) and on the other 

hand the historical data from the case study. 

 

• A third step of “business models’ comparison”. The previously calculated parameters will be 

compared each other and characteristics such as risk or house wear will be taken into account. 

In addition, a sensitivity analysis will be developed to understand the various criticisms for each 

form of lease, with a particular focus on short-term rental. 

 

• A fourth and last stage of “conclusions”. It will solve the decision problem determining which is 

the most attractive option to invest, as well as try to justify the exponential growth of short-term 

rental accommodation in Lisbon city. 
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4. CASE STUDY DEVELOPMENT 

 

As it was previously explained, the decision problem will be addressed in four stages trough a case 

study of three different apartments in order to get a robust analysis and, consequently, a more confident 

result. 

 

Before we begin to present the four main stages introduced in the methodology (Figure 21), one chapter 

is necessary in order to define the objectives of this thesis. Then, a brief explanation of each residence 

and global assumptions of the work will occupy the next two chapters. Following, three business models 

for each accommodation will be the heart of the chapter which will be concluded with their comparison. 

The final conclusions are the last chapter of the work. 

 

Figure 21 – Outline of the methodology followed (Own elaboration) 

 

4.1 Objective 

The main goal of this chapter is to develop a profitability analysis applicable to three ways of rent in 

three different areas of the city of Lisbon, in order to make a comparative study and find out which is the 

most interesting option from an economic point of view. 

 

This general goal is achievable through the following specific goals: 

• Develop an economic feasibility study. 

• Analyse the profitability of cash flows. 
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• Analyse funding sources for business development: equity or external capital. 

• Sensitivity analysis. This analysis take into account risks inherent to the investment and 

quantifies the limits of variation of the parameters that ensure that the project remains profitable. 

 

4.2 General description 

As it was already introduced, the apartments were carefully selected taking into account their 

characteristics (such as location, number of bedrooms and bathrooms or capacity) in order to maximize 

the degree of similarity and representativeness of the investment in the real estate market at the present 

time. This facilitates their comparison and the extrapolation of the specific findings. 

 

The three apartments are located in the two “freguesias” that have the greatest number of registers in 

short-term rental, Santa Maria Maior and Misericordia (concluded in Figures 8 and 30.A). Furthermore, 

as Figure 22 represents, all of them are in no lift buildings in different neighbourhoods (1- Alfama, 2- 

Bairro Alto and 3- Castelo) and in historical areas, with restricted access to traffic. They have in common 

the need of a total renovation and the fact that the ground floors of their buildings are for commercial 

use.  

 

The specific address is not revealed to ensure anonymity and confidentiality of data. 

 

Figure 22 – Map of Misericordia (left side) and Santa Maria Maior (right side) neighbourhood (Adapted 
from Apple Maps) 

 

Following is a more detailed description of each accommodation separately, complemented by Figures 

39.B and 40.B with an image of each apartment and the layout of one of them. 

3 

1 

2 
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4.2.1 Alfama apartment 

This apartment is located in the heart of Alfama, the Lisbon’s oldest neighbourhood, Alfama is one of 

the only areas that survived the devastating earthquake of 1755 and Moorish influence is everywhere, 

in its labyrinthine and narrow streets with colourful houses in the old traditional architectural style. 

 

The building dates from the first half of the XVIII century. The apartment is an upper floor with 40m2 

composed by 1 room, 1 bathroom, 1 kitchen and 1 living room.  

 

4.2.2 Bairro Alto apartment 

Above the downtown area and at the top of São Roque hill, Bairro Alto is a set of underground bars, 

singular restaurants, and lively clubs. In other words, “O Bairro” (slang word) is the nightlife hub of Lisbon 

where during the day nothing happens. 

 

The building dates from the middle XVIII century. The apartment is a second floor with approximately 

45m2 composed by 2 rooms, 1 bathroom, 1 kitchen and 1 living room. 

 

4.2.3 Castelo apartment 

Marking the city’s origins, Castelo stands at the top of São Jorge hill (also known as Castelo hill or 

Colina do Castelo in Portuguese) and represents Lisbon’s birthplace. Centuries of history, vestiges of 

the Roman city and the amazing views of the capital and the estuary of the Tagus river make this hill 

special, and not only for the fortification National Monument. 

 

The building, located in the small neighbourhood of Santa Cruz within the castle walls, dates from the 

first half of the XVIII century. The apartment is a second floor with approximately 60m2 composed by 1 

room, 1 bathroom, 1 kitchen and 1 living room. 
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4.3 Global assumptions 

This inquiry has a number of assumptions and some limitations that affect the final result and its pertinent 

conclusions: 

i. Only the Portuguese capital (Lisbon) was beyond the scope of this effort. Nevertheless, the final 

conclusions may be extrapolated to other places. 

ii. Despite the attention given to the selection of the case studies in order to obtain the highest 

possible representativeness and comparison of the sample, a relatively small number of 

apartments were analysed. 

iii. Three rent modalities were developed for the three locations (Alfama, Bairro Alto and Castelo). 

iv. The historical data is limited in time, from September 1, 2015 to August 1, 2018 as to the 

apartment located in Bairro Alto and from April 1 and June 1, 2017 to August 1, 2018 as to the 

apartments located in Castelo and in Alfama, respectively. 

v. For short-term rental, Bairro Alto apartment has the strongest page in number of reservations 

and reviews, impacting directly in services rendered incomes. This was compensated with an 

annual growth rate of the income of only 5% against the 8% for the other two properties the first 

three years of activity. 

vi. The timeline projected is five years. It is considered the number of years feasible and applicable 

to the three types of lease. 

vii. The impact of Eurovision Song Contest 2018 in the selling price of the rooms from July 8th to 

July 13th was dropped. 

viii. The coefficient of currency devaluation was not considered for the calculation of the sale price 

of the properties at the end of the fifth year. 

ix. Due to privacy and data protection, on short-term rental platforms, specific address or public 

name are not provided. 

x. In terms of legislation it must be taken into account the time range (updated until June 1, 2018). 

It will have to be updated if new legislation affects some of the rental modalities applied. 

xi. The typology of the apartments is limited to small ones such as, T1 and T2. It is clear, therefore, 

that our assessment cannot be fully extrapolated to other typologies. 

xii. The activity will be considered as an individual investor and there will be no addition of tax 

benefits resulting from amortizations and depreciations, as it is the case of firms. 

xiii. It is an investment decision problem not subject to budgetary restrictions. 

xiv. The durability of the works was neglected in the three apartments. A grace period has been 

settled with the land-lord to resolve this situation. In relation to the others, it was not taken into 

account to allow comparison. 

xv. The expected growth of the real estate market applied for the business model projection was 

calculated based on the last 5 years (from INE 10.41%) and considered a growth of the middle 

(5.21%). 

xvi. The final conclusions may be altered in case of natural disaster or terrorist attack, as well as 

any political alteration affecting directly the activity of one of the models. 
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4.4 Investment analysis – comparison of the different locations and rental alternatives 

Keeping the focus on maximizing the importance of the study representation in an investment project in 

the actual current market, the approaches applied were not made according to the real property 

ownership. Thus: 

• Alfama and Castelo apartments are rented and sublet in the different modalities. 

• Bairro Alto apartment is already in possession of the decision maker for 20 years now. 

 

In this case, we will simulate the purchase of all the apartments (Alfama, Bairro Alto and Castelo) and 

compare all 3 types of renting (traditional, short-term and students’ rental). For the case that has more 

profit and according to the real case, we will develop a second phase of simulation in which, instead of 

buying the apartments, we will consider renting Alfama and Castelo apartments. 

 

In order to facilitate the reader’s understanding, the next analysis models are classified according to the 

relation with economics or other technical parameters. Nevertheless, some common aspects were 

previously explained. 

 

4.4.1 Common features 

4.4.1.1 Cost of acquisition 

As it was previously explained, the ownership of the property will be the base to reproduce the two 

scenarios. Then, the corresponding costs are: 

 

i. Purchase of the apartments 

Regardless some different approaches can be applied to calculate the value of a property, the average 

market price is the one it will be used. The data source employed for the case was Casa SAPO, which 

is the largest real estate portal in Portugal. Table 3 shows the market prices for the three apartments. 

Table 3 – The average market price of apartments in Lisbon by neighbourhood under study (Source: Casa 
SAPO, 2018) 

NEIGHBOURHOOD AVERAGE PRICE SAMPLE SIZE AVERAGE €/m2 MIN €/m2 MAX €/m2 

ALFAMA 375.875,44 € 63 5.190,27 € 2.777,78 € 8.518,52 € 

BAIRRO ALTO 511.993,75 € 16 5.920,56 € 4.178,95 € 10.170,45 € 

CASTELO 371.098,65 € 37 4.929,12 € 3.571,43 € 8.333,33 € 

 419.655,95 € 116 5.346,65 € 2.777,78 € 10.170,45 € 

Then, based on these unitary values, the average price of useful area criterion is applied to calculate 

the value of each building. 

Table 4 –Value of the building based on useful surface area and average price of the area (Own 
elaboration based on data of Table 3) 

APARTMENT AREA (m2) AVERAGE €/m2 VALUE 

ALFAMA 40 5.190,27 € 207.610,97 € 

BAIRRO ALTO 45 5.920,56 € 266.425,26 € 

CASTELO 60 4.929,12 € 295.747,15 € 
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The unitary average cost applied was calculated taken into account the estate of the building, where 

refurbishment works are necessary. 

 

Also, there are two more taxes to add to the acquisition value, as well deed and register costs. 

i. IMT (Imposto Municipal sobre as Transmissões Onerosas de Imóveis), with variable tax from 

1% to 6% according to the value of the property. 

ii. IS (Imposto Selo) fixed tax of 0,8% on the value of the property. 

 

In both cases, the taxes are applied on the higher acquisition value or the heritage value. 

Table 5 – Total cost of acquisition of the property 

   1% 0,8%    0,3% 

APARTMENT 
ACQUISITION 

VALUE 
HERITAGE 

VALUE 
IMT IS DEED REGISTER TOTAL IMI 

ALFAMA 207.610,97 € 25.090,00 € 2.076,11 € 1.660,89 € 225,00 € 214,64 € 211.787,61 € 75,27 € 

BAIRRO ALTO 266.425,26 € 26.600,00 € 2.664,25 € 2.131,40 € 225,00 € 214,64 € 271.660,55 € 79,80 € 

CASTELO 295.747,15 € 36.880,00 € 2.957,47 € 2.365,98 € 225,00 € 214,64 € 301.510,24 € 110,64 € 

       784.958,40 € 265,71 € 

 

 

The heritage value (VPT – Valor Patrimonial Tributário) allows the Tax Authority to have a uniform 

method of assessing and calculating taxes on real estate assets in Portugal. The calculation of the VPT 

shown in Table 5 was calculated according to the following formula, through the simulator SIMIMI, in 

the online portal of the Tax and Customs Authority. 

 

𝑉𝑇 = 𝑉𝐶 ∗ 𝐴 ∗ 𝐶𝑎 ∗ 𝐶𝑙 ∗ 𝐶𝑞 ∗ 𝐶𝑣 

 

ii. Rent of the apartments 

According to the INE, the traditional rents for Alfama and Castelo apartments are of 391€ and 586€, 

respectively. Nowadays, it is well known that these are not the real market prices. According to some 

online websites such as Imovirtual or CasaSAPO and a real estate company asked (Predial 

Tomarense), it is concluded that the expected monthly incomes are of: € 750 for Alfama and € 800 for 

Castelo. Nevertheless, it was agreed with the owner a value of € 500 and € 550, respectively, due to 

the fact the works are supported by the lessee. This differential value of € 250 in the monthly income, 

was possible to obtain in the negotiation taking into account inflation (based on CPI or Consumer Price 

Index), the corresponding tax savings, the risks of slippage in the work and non-compliance with the 

agreed grace period, nor with the established budget, as well as the initial outlay. 

 

4.4.1.2 Property modifications 

With the purpose to ensure a greater degree of similarity between the various accommodations in study, 

works will be necessary in order to condition the space for optimal performance of the activity. Once the 

three apartments belong to the decision maker (owner or lessee), he will renovate them maintaining the 

same levels of quality, regardless of the purpose and the modality of lease referred to. 
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The following Table 6 lists and describes, in detail, the different stages of the works to performed. 

Table 6 – Works to be performed in each apartment 

STAGE APPOINTMENT DESCRIPTION 

1 Preparatory works 

 

• Preparation and protection of areas, with security measures, 

for demolition. 

• Demolition of the internal structure for reconfiguration of the 

kitchen and bathroom. 

• Lifting of the entire floor and skirting boards. 

• Removal and transport to the dump of all the rubble resulting 

from the intervention, with payment of all legal fees. 
 

2 Masonry and 

structure 

 

• Execution of the slab of the apartment, zone of pavement in 

wood and ceramic, finish prepared for a floating floor and 

mosaic. 

• Supply and application of false ceiling in galvanized structure 

with a plasterboard waterproofed (BAH13) for sanitary and 

kitchen area. 
 

3 Technical 

infrastructure 

 

• Water network 

• Domestic sewage network 

• Electricity 

• ITED (Telecommunications Installations in Buildings) 

installation 
 

4 Wall claddings 

 

• Supply and application of stucco for repair to the perfect 

smooth and stroked finish. 

• Supply and application of wall tile, including joint grouting, up 

to 10€/m2, in the sanitary facilities and kitchen. 
 

5 Floor coating 

 

• Preparation and levelling of the whole floor for application of 

floating floor 

• Supply and application of ceramic tile, including joint 

grouting, up to 15€/m2, in the sanitary facilities and kitchen. 

• Supply and installation of floating floor AC4 of "Finfloor" or 

similar with a 2mm blanket. 

• Supply and assembly of skirting boards similar to floating floor 

or white laminate. 
 

6 Carpentry 

 

• Supply and assembly of pre-painted doors and frames in 

white, with acrylic enamel finish applied on the spot. 

Hardware in brushed stainless steel. 
 

7 

Supply and 

installation of 

bathroom furniture 

and equipment 

 

• Assembly of various sanitary elements, including accessories, 

connections and seals, auxiliary and complementary works as 

indicated in project: 

o Bath or shower base 

o Bath or shower base guard 

o Toilet and tank 

o Over Counter washbasin or furniture washbasin 
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o Single handle bath faucet or shower base 

o Single handle basin faucet 

8 

Supply and 

installation of 

kitchen furniture 

and equipment 

 

• Installation of various kitchen elements, including accessories, 

connections and seals, auxiliary works and:  

o Over counter stone or other. 

o Kitchen sink plus a draining board 

o Thermo-Accumulator or water heater 

o Oven 

o Induction Plate 

o Single handle kitchen sink faucet  
 

 

9 

 

Final finishes and 

paintings 

 

• Repair and general preparation of all surfaces for later painting 

with fine finish plaster mass. 

• Supply and application of plastic paints and acrylic aqueous 

enamel with antifungal and anti-mold additives for wet areas. 

• Assembly of lighting equipment (lamps, projectors) 

• Treatment of all window and balcony masonry, with the 

placement of stone bitumen in the cracks and insulation with 

water repellent. 

• Final Cleaning of the work. 
 

 

4.4.1.3 Furnishing and decorating 

In addition, it is necessary to take into account that the initial investment includes the furniture and the 

installation of all equipment. In our particular case, this work will be developed by a subcontracted 

decorator and the detailed description appears in the next subchapter “4.4.3 Economic feasibility” 

together with the budget in Figure 25. 

 

4.4.1.4 Other costs 

i. Government taxes 

As referred to in section “4.3. Global assumptions”, the calculation of income taxation on the developed 

business alternatives was considered from the point of view of individual activity. Although it was decided 

to select this modality to develop, it is important to say that in this case, as Figure 23 shows, the 

Portuguese Tax Authority allows two types of taxation for this type of income, either as individual person 

(IRS – Income Tax of Individuals) or as legal person (IRC – Corporate Income Tax). 

 

Figure 23 – Modalities of taxation of property income in Portugal (Own elaboration based on current 
legislation) 
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In the first case, the tax-payer may opt for organized account or for the simplified system. This second 

option is only available to resident tax-payers who are not exempt or are subject to a special tax regime; 

who principally carry out an activity of a commercial, industrial or agricultural nature and who fulfill the 

following conditions cumulatively: 

• Present, in the previous tax year, a gross annual amount of income and a balance sheet total 

not exceeding € 200,000 and € 500,000, respectively; 

• Are not legally required to audit accounts; 

• The share capital is not held in more than 20%, directly or indirectly, by entities that do not 

comply with the aforementioned requirements, except when they are Venture Capital 

Companies or Venture Capital Investors; 

• Adopt the accounting standardization regime applicable to micro entities, provided for in 

Decree-Law no. 36-A / 2011, of March 9; 

•  Have not waived application of the tax regime in the three years preceding the date of 

application of the tax regime. 

 

In our comparative case of the different leasing models developed, taxation will be considered as an 

individual according to the F model of the simplified IRS scheme, which, after the application of the 

corresponding coefficient according to the model and activity (35% for the case of accommodation in 

the local accommodation model and 100% for the traditional lease and student model). This taxable 

income is included in the other taxable income and the corresponding coefficient according to IRS 

income tax will be applied. The corresponding coefficient shall be applied according to the IRS bracket, 

in accordance with Table 7, corresponding to the rates that will be applied in the IRS of 2018, to be 

delivered in 2019 (Portal das Finanças, 2018). 

Table 7 – IRS income tax (Own elaboration adapted from: Portal das Finanças, 2018) 

Income Step Taxation 

< €7,091 1 14.5% 

€7,091 - €10,700 2 23% 

€10,700 - €20,261 3 28.5% 

€20,261 - €25,000 4 35% 

€25,000 - €36,856 5 37% 

€36,856 - €80,640 6 45% 

> €80,640 7 28% 

 

In the case of the traditional lease we must take into account the possible tax deductions of the land-

lord’s expenses with the maintenance and preservation of real estate. In the case of the purchase of the 

apartments, the expenses considered as deductible were: 

• Total costs of the work 

• IMI 

 



 
 

42 

Finally, regarding the monthly / annual costs, the Municipal Civil Protection Tax and VAT on sales of the 

rooms (6%) were not included. The first rate was not included because it was considered 

unconstitutional by the Constitutional Court in January 2018 and returned to the land-lords by the 

Câmara de Lisboa. On the other hand, VAT was not considered as a cost because, according to the 

last update of the Tax Code the Value Added (CIVA) by Law 114/2017 of December 29, article 9, 

paragraph 29 indicates that in the case of the traditional lease, the accommodation is not subject to the 

payment of VAT. While for the remaining cases (local accommodation and student rental), it will be 

compensated with the VAT borne by the total costs. For this purpose, under the LA system, the right to 

deduct VAT is independent of whether the taxpayer who operates the LA has opted for the simplified 

scheme (as is the case). Having to pay VAT, the taxpayer will pay VAT at 6% but deducts 23%, because 

this is the rate applicable to most of the expenses incurred (detergents, commissions, management fees 

or others). 

 

ii. Financial costs 

As referred in chapter 4.3, the financing of the initial investment in each modality will be made through 

own capital (equity) and external financing through a bank credit in equal parts (50% respectively). 

 

The required return rate for investors' equity investment is 7.5%, while the interest rate applied is based 

on the APR (Annual Percentage Rate) of Montepio bank after a direct contact with the bank. A personal 

simulation was developed, with a result of 5.8429%. 

 

From now on, a discount rate of 6.67% will be applied for the calculation of present values of the future 

cash flows. This Weight Average Cost of Capital (WACC) applied as discount rate also includes the 

funding costs. 
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4.4.2 Technical feasibility 

This subchapter is subdivided in three points, corresponding with the three modalities of rent. All of them 

have the same structure starting with legal requirements. Following, works and alterations of the 

accommodations will be addressed as well as the selection of the channels to reach the end customer. 

 

4.4.2.1 Traditional rent 

The first model to develop is the classic business model based on traditional rent which since the entry 

into force of the new urban rental law (NRAU – Novo Regime de Arrendamento Urbano) on November 

12, 2012, is based on the lease with stays without a lower limit and with an upper limit of thirty years.   

 

According to the purpose of the rented accommodation, it is possible to distinguish between dwelling (in 

portuguese: “habitacional”) and non-dwelling (in portuguese: “não habitacional”), being the first one that 

concerns for this particular case. 

 

The target customer is as varied as the downtown of an European capital can offer. Based on a brief 

market analysis, the potential customer profile for this modality of rent is: 

• National and international university students who prefer rent a full apartment. 

• Young workers recently entered in Lisbon job market. 

• Persons over the age of 50 years, especially French and Brazilian emigrants who want to live 

in the city centre. 

 

i. Legislation 

As it was already referred, the most recent modification affecting traditional rent is represented by the 

law no. 31/2012 of 14 August that makes a review of the new legal status of urban rental contracts, 

modifying the civil code, the civil process code and law no. 6/2006 of 27 February. Then, this new urban 

rental law entered into force in November 12, 2012 and it established some political alterations for this 

type of rent. 

 

Nowadays, after the creation of a new lease contract (official document that defines the rights and duties 

of the landlord and the tenant), the landlord must fulfil some obligations in order to satisfy the pertinent 

rent legislation. Following, Table 8 represents a brief guideline including all the steps (Uniplaces, 2018). 
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Table 8 – Landlord obligations for a lease contract (Own elaboration with data from Uniplaces,2018) 

STEP NAME DESCRIPTION 

1 Energy certificate 

 

According to Decree-law 118/2013 of 20 August, the energy 

certificate is mandatory in case it is sought to rent the property. 
 

2 
Contract initiation 

and property 

inspection 

 

The terms of the contract depend on each case, but it must include 

at least: 

• Identification of the parts; 

• The object of the rental (entire property in this particular case); 

• Final purpose of the rent (permanent housing rental); 

• The term of the contract; 

• Rental value and deposit value; 

• Tax policy. If it is included, it can be totally or partially; 

• If there is a guarantor, three original copies signed and 

completed by the three parties are required. 
 

3 Deposit 

 

The deposit is a guarantee to protect the landlord in case of failure 

of the lessee, in case of non-payment or in case of damages 

according to art. 1076 of the Civil Code. Normally, the total amount 

of the deposit is the equivalent to a period of three months’ rent. 
 

4 
Contract register 

in “Portal das 

Finanças” 

 

Before the end of the month following the month of commencement 

of the contract, the Tax Administration must be informed of a new 

contract or modification of the rental agreement through the Portal 

das Finanças. It is a simple procedure that can be done online with 

the Fiscal Identification Number (NIF – Número de Identificação 

Fiscal) and the access password. 
 

5 Tax payment 

(Imposto de Selo) 

 

After the contract has been registered, the tax administration will 

generate a receipt for payment to be paid before the end of the 

following month after the start of the contract. The amount payable 

represents 10% of the rent. 
 

6 

Electronic rent 

receipt emission 

in Portal das 

Finanças 

 

After rent payment by the tenant, the landlord must issue an 

electronic receipt every month. 
 

7 
Cover annex F of 

the annual tax 

returns 

 

As the owner of an accommodation, you must declare your 

benefits. In the case of rents, it is included in annex F of the annual 

tax returns. 
 

8 
Sale and 

consumption of 

alcohol 

 

Not affecting our particular case, it is important to mention that in 

those establishments where alcoholic beverages are sold, it is 

compulsory to display all the documentation and notices associated 

with the sale of alcoholic beverages.  
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ii. Property modifications 

Despite the currently high demand levels for accommodation in downtown for this modality of rent, the 

decision maker decided to carry out renovations with the purpose of renting a totally renewed apartment 

thus trying to maximize the revenue and tenant satisfaction, as well as minimizing contingencies. 

Previously, in Table 6, in point “4.4.1.2 Property modification” are described in some detail the works to 

be developed. 

 

iii. Promotion 

The traditional way to reach the final customer in real estate field has always been through a real estate 

company such as Century 21, ERA, Remax or Predial Tomarense. On the one hand, using the most 

traditional approach showing a poster with the “To rent” message in some of the windows in the own 

accommodation for those in a central location of the city as it could be our cases. On the second hand, 

and as an evolution of the method, it proceeds with the publishing of the accommodation in the own real 

estate company webpage. The cost of this traditional approach is one month of rent. 

 

Nevertheless, taking into account the recent market conditions (high demand levels), in our particular 

case it will be used some other more innovative and cheaper path. Social media (Facebook 

marketplace) and some online applications (OLX, Imovirtual or CasaSAPO) are increasing in 

importance in recent years and outsourcing is not involved. All of them are free of charge with the 

exception of Imovirtual website. For the general public, the cost of a 28-day publication period is € 15.00. 

For this reason, promotion costs will not be included. 

 

4.4.2.2 Rental by students 

The second business model is aimed at the university market because it is considered a stable and 

growing market. Currently there are 160 million university students worldwide who generate a 

consumption of goods and services equivalent to € 400 billion, of which one third is for accommodation. 

 

In the particular case of the city of Lisbon, the number of university students has skyrocketed in the last 

decades of the twentieth century and, as Figure 24 shows, this number is indeed stabilized. Every year 

there are about 138,000 registered students at the University in Lisbon. In addition, the percentage of 

foreign students arriving in the city is growing since 2010, with a CAGR of 10.5%. 
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Figure 24 – University students in the city of Lisbon (Own elaboration with data source: DGEEC, 2018) 

 

According to a study by the JLL consulting developed for Uniplaces, the online platform that works in 

the university residences market (such as Airbnb in local accommodation), in Portugal there are around 

15,000 student beds are missing (almost half in the capital). Initially, the sector of the rooms for students 

in Portugal began to draw attention. Until the recent pass, investment in this form of rent or even real 

estate was only headed by the universities themselves. Nowadays, the appearance of new participants 

is already evident. The most recent cases are the millionaire transactions of the Temprano Capital 

Partners (2016) and Studentville (2017) or the future transactions of the University Hub, the MPC 

Capital, the Arab group MEFIC Capital and the British Round Hill Capital. 

 

Thus, the sector is expected to explode within the next two years. It is a great opportunity that until now 

has received neither attention nor investment. 

 

The target customer for this modality of rent are: 

• National students who prefer to rent a shared apartment instead of living in residences. 

• Interchange students. 

• Summer students. 

 

For them, the length of the stay is often between 4 to 10 months. 

 

i. Legislation 

For student rental, the rules to be applied are the same as for the previous traditional rental point (above 

“4.4.2.1 Traditional rent). Because of that, the applicable guideline was already displayed in Table 8 in 

this previous point. The only change experienced is that in the second stage, the final purpose of the 

rent is a temporary rent contract. 
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ii. Property modifications 

The same principles applied in the previous traditional rent, the decision maker invests in works for a 

complete renovation, as described in Table 6 the subsection in “4.4.1 Common features”. Furthermore, 

as well as in the next modality of rent, the installation of air conditioning system and smart door locks 

are included. 

 

iii. Promotion 

For this rent modality, it will be necessary to provide an innovative and youthful approach due to the 

target audience. Without economic costs, the media are the channels selected to promote the approach. 

 

To do this, new profiles will be created on networks with a higher number of users and higher activity 

levels, such as Facebook and Instagram. Good photos, detailed information and contact information will 

be the basic and mandatory information to include. As a future update, the creation of the Web page 

itself will allow users to connect directly to the media. 

 

Finally, on-site promotion will be the second approach to be developed at universities, at the end (for 

national students), and at the beginning of the academic course (for foreign students). 

 

4.4.2.3 Short-term rental 

According to AHRESP (2018), short-term rental establishments are those that provide temporary 

accommodation for tourists, in return for remuneration, and that meet the requirements according to 

Decree-Law 128/2014 of August, 29 amended by Decree-Law 63/2015 of April, 23. The short-term lease 

of establishments that meet the requirements to be considered tourist enterprises is not allowed. 

 

The following developed model corresponds to the apartment modality (within house, apartment or 

hospitality establishments modalities), defined by AHRESP as the establishment unit constituted by an 

autonomous urban building fraction susceptible of independent use. Defining “apartment” as the 

establishment of local accommodation whose accommodation unit consists of an autonomous fraction 

of a building or part of an urban building susceptible of independent use. 

 

The operation of the rental business of apartments for local accommodation corresponds to the 

provision of accommodation by individual entrepreneurs. The reason for this modality is the 

representativeness that it has in the current market in the capital. According to RNAL (2018), in 

December 2017, the number of owners as individual entrepreneurs practicing the short-term rental 

modality in Lisbon represents 75% of the total offer, in which 80% of these have only a property to 

explore. 

 

The target customer, as well as the traditional rental, is as varied as what the city centre of a European 

capital has to offer. Thus, the profile of the potential client for this type of rent is: 

• People who stay overnight for congresses, trade fairs or business. 

• Tourist group composed of 2 to 6 people. 



 
 

48 

• Medium size families that visit the capital with leisure and cultural purposes. 

• Couples or individual travellers.  

 

i. Legislation (Turismo de Portugal, 2016) 

The first legal requirement for the development of this business model through universal electronic 

platforms as a means of promoting the accommodation is the obligation to include in the announcement, 

the respective number of Tourist Licence (in portuguese: “Número de Registo Nacional de Turismo”) 

according to Article 42 (A) of Decree-Law 39/2008 emended by Decree-Law 80/2017 (under penalty of 

administrative offences according to no. 1(p) and no. 3 of DL 39/2008 emended by DL 80/2017). This 

mandatory registration is done through a prior communication, addressed to the Mayor/Local 

Government (President of the City Council) through Single Electronic Desk (in portuguese: “Balcão 

Único Eletrónico”) made available on the Internet in Turismo de Portugal, IP or Local Government, 

pursuant to article 6 of the Decree-Law 92/2010, of July 26. At the end of this process, the respective 

Local Accommodation License number is obtained. 

Once the Local Accommodation License is known, the property holder must register the start of activity 

before the Tax Authority for Personal Income Tax and VAT purposes, in the respective category of local 

accommodation (CAE 55201 or 55204). 

 

The data and documents included in the previous communication and procedure, are detailed in 

Appendix C.I. 

 

In addition, there are other mandatory requirements to take into account before the start of the activity 

under the local accommodation regime (detailed in Appendix C.II): 

a. Capacity of short-term rental apartments 

b. General requirements 

c. Security requirements 

d. Information of compulsory signing 

e. Accommodation bulletin (SEF, 2018) 

According to Law 59/2017 of July 31, approving the juridical regime of entrance, permanence and exit 

of foreigners from national territory, makes mandatory communicate, in three working days period, to 

SEF the stay of a foreigner. For that, the accommodation must be register in SEF as (Sistema de 

Informação de Boletins de Alojamento) SIBA users in order to enable electronic communication in an 

easier way. 

 

f. Tourism Municipal Fee 

The Tourism Municipal Fee in Lisbon (€ 1.00 per person per night up to a maximum of € 7.00) was 

created under article 20 of Law no. 73/2013, of September 3, and object of resolution no. 743 / CML / 

2014, approved by the Lisbon Municipal Assembly on December 16, provided for in Regulation 569-A / 
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2014 - General Regulations on Fees, Prices and Other Municipal Revenues (in Articles 68 to 77 thereof), 

amended and republished by Notice 10263/2015 in the Diário da República, of 8 September 2015. 

 

ii. Property modifications 

As in the previous two business models, each apartment has been completely renovated. In addition, 

the requirements for this specific rent modality are more demanding. The principle is that the common 

areas of the building must be renovated because of the special nature and intention to maximize the 

experience of the tourists. The first impact is too important to be ignored. 

 

Furthermore, as well as in the case of rental to students, the installation of air conditioning system and 

smart locks are included. However, another particularity feature of this rental modality is the installation 

of a wardrobe on the stairs of the build to create a private space for future storage of consumables such 

as: bottles of wine and water, oil, vinegar, biscuits, coffee capsules, butter, marmalade, shampoo …, 

that is, a pack of welcome products. 

 

iii. Promotion 

For the promotion of tourist accommodation, appropriate methods must be considered to achieve 

national and international projection in order to reach a greater number of potential visitors and therefore, 

potential clients. Because of that, as it was explained in the previous section “2. Literature Review” 

Internet is the best tool for the suitable performance of this function. 

 

We will cover the main platforms for online holiday apartments as Airbnb and Booking.com in a first 

phase of the project. Then, other websites such as Wimdu, Homelidays, Homestay or HomeAway can 

be taken into consideration, as well as the creation of our own website (a possible future update). In this 

moment, it is important to understand the main differences between Airbnb and Booking.com, especially 

in commission terms. The Table 9 below will help us in this understanding process. 

 

Table 9 – Online tourist sites comparison 

 
AIRBNB BOOKING.COM 

Booking fee 
Traveller 5% - 15% - 

Host 3% - 5% 15% - 20% 

Host guarantee Free insurance Insurance under request 

Leave reviews 
Traveller Yes Yes 

Host Yes No 

Tax collection service Yes No 

Money receipt by the owner 24 hours after the guest check in 
The 15th day of the following 

month after departure of guests 
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Looking at Table 9 above, it is clear that Airbnb charges less to hosts than Booking.com. The Airbnb 

commission for hosts is typically 3% and 15% for travellers (these amounts depend on several factors 

such as cancellation policy, subtotal of the reservation and length of stay). On the other hand, 

Booking.com charges between 15 to 20% depending on the host’s will which affects the visibility of the 

property on the web page. 

 

From the beginning of the project, a channel manager will be used to operate with the various platforms 

in the most efficient and effective way. The following subsection explains this tool in its most functional 

and technical details. 

 

iv. Channel Manager 

In our context, a channel is a place for vacation rental administrators to list a property on. Channel 

management is the process of managing multiple listings on multiple channels or sites. Therefore, the 

channel manager can be defined as an online computer solution for this purpose. 

 

The main purpose of this platform is to help keep all network channels updated without having to enter 

the web page (typing username and password) at any time. This is possible due to iCal and API 

(Application Programming Interface) integrations. In the same alignment, Table 10 below gives a brief 

explanation of the type of connection used by the two best-known portals for travelling in Portugal. 

 

Table 10 – Type of connexion of each online tourist site (Own elaboration) 

 

TOURIST SITE CONNEXION CHARACTERISTICS 

Airbnb iCal 

- URL calendar allowing the website “read” 

availability 

- Lack of immediacy (data in regular intervals) 

- Unidirectional update of availability (portal only) 

Booking.com XML 

- Real time server connection 

- Certified communication (there is confirmation 

after every change on the serer) 

 

It can then be concluded that Booking.com has a better connection, with a greater level of integration, 

with the channel manager. On the other hand, one of the major problems in interacting with the Airbnb 

connection is to update a single direction of information, which can be a problem for specific situations. 

Let's see an example. You are the manager of an apartment for a short-term rental and the 

accommodation is published on these two channels (Airbnb and Booking.com). You receive a booking 

through Airbnb, and after receiving the information (only dates and number of people, economic values 

are not provided), the channel manager invalidates these dates in other channels (Booking.com in this 

case) in order to avoid overbooking. Afterwards, the guest cancels the reservation, but the channel 

manager, in this case, does not receive the cancellation information, and these dates remain invalid. 

You have to manually remove the reservation directly from the channel manager. Another of Airbnb's 
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limitations due to one-way connectivity is that the channel manager does not import economic values 

and billing cannot be done directly. This should only be done after importing an Excel file containing the 

values. 

 

By simplifying the explanation, the main advantages of using a channel manager tool are: 

• Simultaneous synchronization of calendars in the various portals avoiding overbooking and 

consequent associated problems (credibility, expenses and negative reviews); 

• Increasing the manager's potential to manage a greater number of apartments; 

• Allows to increase the presence in several channels with the consequent benefits (higher 

occupancy rates, especially in the low season); 

• Automatic price synchronization in a centralized way in the case of XML connection;  

• Automatic Communications to SEF; 

• Issue of invoices from the web service itself; 

• Creation of several users configurable by the manager, allowing the planning of check ins / 

check outs and cleaning in a centralized way; 

• Automation of issuing automatic notifications. 
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4.4.3 Economic feasibility 

Once the model requirements were enumerated and taken into account, the economic evaluation will 

be performed to discover the level of interest for the decision maker to invest in each alternative. For 

that, before the individual explanation of the three modalities of rent, the subchapter explains their 

common features. 

 

i. Initial investment 

The total initial investment for the three renting modalities (traditional rent, students rent and short-term 

rental) is composed by the common costs (acquisition price or rent value, refurbishment works and 

decoration) for traditional rent. For the students’ rent modality, air conditioning system, smart door locks 

and first aid kit were added. Lastly, in addition to the common costs of the previous modalities of rent, 

for local lodging modality it is necessary to make improvements in the common areas and install a 

wardrobe on the stairs of the building. 

Before achieving the value of the initial investment, we have to know the cost of the refurbishment works, 

the furniture and the installation of all the equipment as Table 11 and Figure 25 shows, respectively. 

Table 11 - Economic quantification of the works to be performed in each apartment 

STAGE NAME ALFAMA BAIRRO ALTO CASTELO 

1 Preparatory works 1.900,00 € 2.000,00 € 1.900,00 € 

2 Masonry and structure 3.100,00 € 3.400,00 € 3.100,00 € 

3 Technical infrastructure 2.300,00 € 2.500,00 € 2.300,00 € 

4 Wall claddings 2.020,00 € 2.220,00 € 2.020,00 € 

5 Floor coating 2.030,00 € 2.330,00 € 2.030,00 € 

6 Carpentry 1.350,00 € 1.450,00 € 1.350,00 € 

7 
Supply and installation of 

bathroom furniture and equipment 
900 € 900 € 900 € 

8 
Supply and installation of kitchen 

furniture and equipment 
3.400,00 € 3.400,00 € 3.400,00 € 

9 Final finishes and paintings 3.000,00 € 3.200,00 € 3.000,00 € 

 TOTAL (before VAT) 20.000,00 € 21.400,00 € 20.000,00 € 
 

 

Figure 25 - Simplified budget of a complete decoration service in Table 54.B (Own elaboration based on a 
real budget) 
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Finally, after the economic quantification of all the elements of previous subchapter “4.4.1 Common 

features”, Table 12 shows the initial investment required (including taxes) for each modality of rent and 

two ownership modes of the property including cost of acquisition of the apartment, property 

modifications and furnishing and decorating. 

Table 12 – Initial investment required for the different renting modalities according to the ownership of 
the property 

INITIAL INVESTMENT TRADITIONAL RENT STUDENTS' RENT SHORT-TERM RENT 

ALFAMA 
Purchase 243.048,93 € 246.606,40 € 248.606,40 € 

Rent 31.261,32 € 34.818,79 € 36.417,79 € 

BAIRRO ALTO 
Purchase 305.997,73 € 309.555,20 € 311.154,20 € 

Rent - - - 

CASTELO 
Purchase 332.771,56 € 336.329,03 € 337.928,03 € 

Rent 31.261,32 € 34.818,79 € 36.417,79 € 

TOTAL 
Purchase 881.818,22 € 892.490,63 € 897.688,63 € 

Rent 62.522,64 € 69.637,58 € 72.835,58 € 

 

ii. Depreciation 

The material depreciation will only be used to calculate the residual values at the end of the 

inversion/reversal, with any tax benefits. Then, for the final economic evaluation at the end of the fifth 

year (size of the projected timeline), it is necessary to take into account the depreciation of the assets 

of the real state in accordance with the following criteria (traditional, students and local lodging, 

respectively): 

• The furniture is amortized in 15, 12 and 10 years. 

• The depreciation period of the works inside the houses are 30, 20 and 20 years that is the 

estimated period for performing a new point-to-point operation. 

 

Despite previous periods of time could be longer, it is desirable to adopt a more conservative stance, 

reducing the possibility of having a negative impact on potential income. 

 

iii. Expected costs 

In quantifying the total costs incurred throughout the life cycle of the project, activity costs should be 

differentiated between fixed and variable costs. 

Table 13 – Activity costs classification 

FIXED COSTS VARIABLE COSTS 

Property tax (IMI) Laundry service 

Community fees Cleaning service 

Rent Check in service 

Insurance Administrative service 

Water Tourist tax 

Electricity Platform commission 

Internet Amenities 

Monthly channel manager  

Monthly smart door locks  

Replacements  

Maintenance service  
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In order to arrive at the final result of the costs associated to the business activity shown in the Table 

14 below, the calculation of each previous incurred costs was calculated individually for each apartment 

and modality of rent proceeded as Appendix B.I explains. 

Table 14 – Summary of expected global operating costs the three flats in each renting modality 

 

ACTIVITY COSTS TRADITIONAL RENT STUDENTS' RENT SHORT-TERM RENT 

ALFAMA 
Purchase 1.115,27 € 2.211,47 € 11.685,58 € 

Rent 6.860,00 € 7.956,20 € 17.430,31 € 

BAIRRO ALTO 
Purchase 1.239,80 € 2.516,00 € 14.857,94 € 

Rent - - - 

CASTELO 
Purchase 1.270,64 € 2.366,84 € 13.135,13 € 

Rent 7.460,00 € 8.556,20 € 19.324,49 € 

TOTAL 
Purchase 3.625,71 € 7.094,31 € 39.678,65 € 

Rent 14.320,00 € 16.512,40 € 36.754,80 € 

 

As example, the follow Tables 15, 16, 17, 18 and 19 show the individual monthly costs incurred with 

short-term rental according to the property policy. 

Table 15 - Expected operating costs Alfama apartment in short-term rental being the owner 

 

 

Table 16 - Expected operating costs Bairro Alto apartment in short-term rental being the owner 
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Table 17 - Expected operating costs Castelo apartment in short-term rental being the owner 

 
 
 

Table 18 - Expected operating costs Alfama apartment in short-term rental being the lessee 

 
 
 

Table 19 - Expected operating costs Castelo apartment in short-term rental being the lessee 

 

 

From this moment on, a demand forecast, expected revenue, profitability and sensitivity analysis of each 

modality of rent will be explained separately for each modality of rent for a timeline of five years. 
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4.4.3.1 Traditional rent 

i. Business volume and expected sales 

As it was previously referred to in the literature review, the real estate market in Lisbon is experiencing 

one of the best moments of its history from the landlord’s point of view. As Table 51.A demonstrates, 

the increase in average rental prices in the centre of Lisbon in 2017 exceeded the 50% rate growth 

compared to the previous year 2016. This result is evidence of the lack of available properties in relation 

to the increasing demand. With this in mind, limited supply and large demand, it is plausible to consider 

having a stable occupation rate of 98% along the year (in our five-year projection means 1.2 months 

empty). It compensates the initial vacant period and non-payment risk.  

 

The expected rent values previously listed in point “4.4.1.1 Cost of acquisition” of subsection “4.4.1 

Common features”, showed that consumers are willing to pay the following amounts (Table 20). 

Table 20 – Expected annual revenue for traditional rent 

SALES Monthly rent TOTAL 

ALFAMA 750,00 € 9.000,00 € 

BAIRRO ALTO 900,00 € 10.800,00 € 

CASTELO 800,00 € 9.600,00 € 

TOTAL 2.450,00 € 29.400,00 € 

The application of the conservative coefficient of 0.98 mentioned in the previous paragraph results in a 

total annual revenue of € 28,812. This value will be applied in the next cash flows calculations. 

 

ii. Taxes 

Although IRS rates are calculated on a staggered basis, we assume 37% of the total amount to facilitate 

comparison and because the remaining tax revenue will be taxed according to the coefficients of the 

highest tax brackets. 

 

iii. Cash flow and profitability 

The detailed operations of cash flows appear in the next Tables 21, 22 and 23. Then, the results of the 

parameters considered to the study of the profitability are showed in the following Table 24.
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Table 21 – Cash flow calculation for the Alfama apartment in the traditional rent modality 
 

 

 

 

 

 

 

 

 

 

 

Table 22 - Cash flow calculation for the Bairro Alto apartment in the traditional rent modality 

 

 

 

 

 

 

 

 

 

 

 

 

ALFAMA TRADITIONAL RENT 0 1 2 3 4 5 

INITIAL INVESTMENT -243.048,92 € -   € -   € -   € -   € -   € 

 Acquisition cost -211.787,61 € -   € -   € -   € -   € -   € 
 Refurbishment works -24.600,00 € -   € -   € -   € -   € -   € 
 Furniture -6.661,31 € -   € -   € -   € -   € -   € 

RESIDUAL VALUE  -   € -   € -   € -   € -   € 280.613,24 € 

 Immovable -   € -   € -   € -   € -   € 270.300,62 € 
 Refurbishment works -   € -   € -   € -   € -   € 20.500,00 € 
 Furniture -   € -   € -   € -   € -   € 4.440,87 € 
 Income taxes -   € -   € -   € -   € -   € -14.628,25 € 

INVESTMENT CF  -243.048,92 € -   € -   € -   € -   € 280.613,24 € 

SERVICES RENDERED  -   € 8.820,00 € 8.908,20 € 8.997,28 € 9.087,25 € 9.178,13 € 

Cost of sales and services -   € -515,27 € -515,27 € -515,27 € -515,27 € -515,27 € 
Administrative costs  -   € -600,00 € -600,00 € -600,00 € -600,00 € -600,00 € 

EBITDA  -   € 7.704,73 € 7.792,93 € 7.882,01 € 7.971,98 € 8.062,86 € 

Taxes  -   € -   € -   € -595,13 € -2.544,43 € -2.569,88 € 

OPERATING CF  -   € 7.704,73 € 7.792,93 € 7.286,88 € 5.427,55 € 5.492,98 € 

TOTAL CF  -243.048,92 € 7.704,73 € 7.792,93 € 7.286,88 € 5.427,55 € 286.106,22 € 

PRESENT VALUE  -243.048,92 € 7.222,96 € 6.848,83 € 6.003,64 € 4.192,13 € 207.164,74 € 

CUMULATIVE PV  -243.048,92 € -235.825,96 € -228.977,13 € -222.973,50 € -218.781,36 € -11.616,63 € 

BAIRRO ALTO TRADITIONAL RENT 0 1 2 3 4 5 

INITIAL INVESTMENT -305.997,73 € -   € -   € -   € -   € -   € 

 Acquisition cost -271.660,55 € -   € -   € -   € -   € -   € 
 Refurbishment works -26.322,00 € -   € -   € -   € -   € -   € 
 Furniture -8.015,18 € -   € -   € -   € -   € -   € 

RESIDUAL VALUE  -   € -   € -   € -   € -   € 355.230,11 € 

 Immovable -   € -   € -   € -   € -   € 346.715,35 € 
 Refurbishment works -   € -   € -   € -   € -   € 21.935,00 € 
 Furniture -   € -   € -   € -   € -   € 5.343,46 € 
 Income taxes -   € -   € -   € -   € -   € -18.763,70 € 

INVESTMENT CF  -305.997,73 € -   € -   € -   € -   € 358.667,75 € 

SERVICES RENDERED -   € 10.584,00 € 10.689,84 € 10.796,74 € 10.904,71 € 11.013,75 € 

Cost of sales and services -   € -639,80 € -639,80 € -639,80 € -639,80 € -639,80 € 
Administrative costs -   € -600,00 € -600,00 € -600,00 € -600,00 € -600,00 € 

EBITDA  -   € 9.344,20 € 9.450,04 € 9.556,94 € 9.664,91 € 9.773,95 € 

Taxes  -   € -   € -   € -384,91 € -3.053,32 € -3.083,85 € 

OPERATING CF  -   € 9.344,20 € 9.450,04 € 9.172,03 € 6.611,59 € 6.690,10 € 

TOTAL CF  -305.997,73 € 9.344,20 € 9.450,04 € 9.172,03 € 6.611,59 € 361.920,21 € 

PRESENT VALUE  -305.997,73 € 8.759,91 € 8.305,18 € 7.556,81 € 5.106,66 € 262.060,38 € 

CUMULATIVE PV -305.997,73 € -297.237,82 € -288.932,64 € -281.951,59 € -281.375,83 € -14.208,80 € 
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 Table 23 - Cash flow calculation for the Castelo apartment in the traditional rent modality 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 24 – Investment criteria for traditional rent modality

CASTELO TRADITIONAL RENT 0 1 2 3 4 5 

INITIAL INVESTMENT -332.771,55 € -   € -   € -   € -   € -   € 

 Acquisition cost -301.510,24 € -   € -   € -   € -   € -   € 
 Refurbishment works -24.600,00 € -   € -   € -   € -   € -   € 
 Furniture -6.661,31 € -   € -   € -   € -   € -   € 

RESIDUAL VALUE  -   € -   € -   € -   € -   € 392.365,06 € 

 Immovable -   € -   € -   € -   € -   € 384.811,96 € 
 Refurbishment works -   € -   € -   € -   € -   € 20.500,00 € 
 Furniture -   € -   € -   € -   € -   € 7.878,53 € 
 Income taxes -   € -   € -   € -   € -   € -20.825,43 € 

INVESTMENT CF  -332.771,55 € -   € -   € -   € -   € 392.365,06 € 

SERVICES RENDERED -   € 9.408,00 € 9.502,08 € 9.597,10 € 9.693,07 € 9.790,00 € 

Cost of sales and services -   € -670,64 € -670,64 € -670,64 € -670,64 € -670,64 € 
Administrative costs -   € -600,00 € -600,00 € -600,00 € -600,00 € -600,00 € 

EBITDA  -   € 8.137,36 € 8.231,44 € 8.326,46 € 8.422,43 € 8.519,36 € 

Taxes  -   € -   € -   € -382,45 € -2.714,06 € -2.741,20 € 

OPERATING CF  -   € 8.137,36 € 8.231,44 € 7.944,01 € 5.708,37 € 5.778,16 € 

TOTAL CF  -332.771,55 € 8.137,36 € 8.231,44 € 7.944,01 € 5.708,37 € 394.705,57 € 

PRESENT VALUE  -332.771,55 € 7.628,54 € 7.234,21 € 6.545,05 € 4.409,03 € 285.799,70 € 

CUMULATIVE PV -332.771,55 € -325.143,01 € -317.908,80 € -311.363,75 € -306.954,72 € -21.155,02 € 

TRADITIONAL RENT NPV IRR Payback period 

ALFAMA -11.616,63 € 5,57% - 

BAIRRO ALTO -14.208,80 € 5,60% - 

CASTELO -21.155,02 € 5,21% - 
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The net present values in red (negative) demonstrates that the discount rate imposed for the model 

(6.67%) is higher than the internal rate of return for each of the apartments. Then, this modality of rental 

does not fulfil the requirements imposed by the investor. 

 

iv. Sensitivity analysis 

In order to analyze the sensibility of this modality of rental, as well as it will be performed for the others, 

it will be identified the most relevant factors that the business manager can operate to variate them 

affecting the profitability of the modality. In this case, the purchase price of the three properties and the 

income from services rendered were the chosen variables. 

 

About the calculations, it is important to explain that the variation of revenue variable is referred to the 

annual increment. Then, Figure 26 represents the results obtained for the net present values of the cash 

flows applying a discount rate of 6.67 (referred in previous chapter “4.4 Investment analysis”). 

 
Figure 26 – Variation in discounted cash flows in traditional rental modality 

 

Looking at the Figure 26, it is clear that this modality of rental it is not a viable alternative for the decision 

maker under these conditions. The IRR for the three apartments is lower than the required and the 

behavior of the variables, it is similar. 

4.4.3.2 Rental by students 

i. Business volume and expected sales 

According to the consultancy Worx (Worx, 2017) and as expected, Lisbon is the Portuguese city with 

the larger number of public and private residences. 

 

Table 25 – Residence halls offer in Lisbon in 2016 (Own elaboration with data source: Worx 2017) 

LISBON Residence halls Beds 
AVERAGE SIZE 

(BEDS) 

Public 29 2427 84 

Private 106 1966 19 

TOTAL 135 4393  

When looking at the data in the Table 25, we can identify a clear predominance of the number of private 

residences. Although this data is reversed with regard to the number of beds, this is explained by the 

average number of rooms per residence in which the area of public dwellings quadruples those of the 

private sector. In the same report, the consultancy also refers to the typologies of the rooms offered, 
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with individual rooms leading approximately 60% market share, followed by double rooms with a share 

of approximately 35%. On the other hand, with the appearance of a greater number of private offers, 

the offer of T0 apartments, commonly called studios, has increased considerably in recent years (around 

2% already at the beginning of 2018). 

 

• Business volume 

As shown in Figure 24 above, the number of university students has reached a stable period. The good 

reputation of educational institutions, the worldwide trends as well as good capital conditions reflect a 

gradual increase in this number. 

 

Considering everything, it is not necessary to collect much more information. As previously stated, there 

are a high number of beds missing in the city. With this in mind, 10 months of full occupancy rate was 

considered throughout the year, being the summer months of July and August those that remain empty. 

 

• Expected income 

According to a Worx report (Worx, 2017) requested by Uniplaces, the reference prices for private 

residence halls in Lisbon are the following (Table 26). 

Table 26 – Prices referring to private student halls in Lisbon (Adapted from Worx, 2017) 

PRIVATE STUDENT HALLS Individual 
Individual 
(with WC) 

Double 
Double 

(with WC) 
Studio One-room apartment 

MINIMUM 180,00 € 320,00 € 150,00 € - 425,00 € 650,00 € 

MEDIUM 328,00 € 439,00 € 349,00 € 350,00 € 565,00 € 1.141,00 € 

MAXIMUM 520,00 € 550,00 € 500,00 € - 670,00 € 1.775,00 € 

Taking into account the location, the total area of each apartment, occupation rates and the data 

displayed in above Table 27, prices were set for this type of rent according with Table 27. 

Table 27 – Expected annual revenue for rental by students’ modality 

RENTAL BY STUDENTS 
Individual 

room 
Double 
room 

ANNUAL SALES 

ALFAMA - 415 € 8.295,00 € 

BAIRRO ALTO 481 € 435 € 13.509,00 € 

CASTELO - 474 € 9.480,00 € 

TOTAL - - 31.284,00 € 
 

 
ii. Taxes 

Concerning this rental modality, the people who exploit this activity will only be affected by the 

governmental fees since, as we mentioned in point “iii. Promotion” of “4.4.2 Technical feasibility”, the 

channels chosen for the dissemination and arrival of students are completely free (social media). We 

would only incur economic costs if we took a face-to-face approach in colleges and universities, but this 

will be done by the explorer himself and will not be taken into account in the following calculations. 
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iii. Cash flow and profitability 

Table 28 – Investment criteria for students’ rental modality 

RENTAL BY STUDENTS NPV IRR Payback period 

ALFAMA -26.293,83 € 4,22% - 

BAIRRO ALTO -27.857,20 € 4,63% - 

CASTELO -23.765,96 € 5,08% - 

 

Aligned with the previous business model, the red net present values in Table 28 show a clear 

dissatisfaction of the investor for this model (detailed description in Tables 29, 30 and 31). 
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Table 29 - Cash flow calculation for the Alfama apartment in the rental by students’ modality 

Table 30 - Cash flow calculation for the Bairro Alto apartment in the rental by students’ modality 

 

 

 

 

 

 

 

ALFAMA STUDENTS RENT 0 1 2 3 4 5 

INITIAL INVESTMENT -246.606,40 € -   € -   € -   € -   € -   € 

 Acquisition cost -211.787,61 € -   € -   € -   € -   € -   € 
 Refurbishment works -24.600,00 € -   € -   € -   € -   € -   € 
 Furniture -10.218,79 € -   € -   € -   € -   € -   € 

RESIDUAL VALUE  -   € -   € -   € -   € -   € 282.133,33 € 

 Immovable -   € -   € -   € -   € -   € 270.300,62 € 
 Refurbishment works -   € -   € -   € -   € -   € 20.500,00 € 
 Furniture -   € -   € -   € -   € -   € 5.960,96 € 
 Income taxes -   € -   € -   € -   € -   € -14.628,25 € 

INVESTMENT CF  -246.606,40 € -   € -   € -   € -   € 282.133,33 € 

SERVICES RENDERED -   € 8.295,00 € 8.377,95 € 8.461,73 € 8.546,35 € 8.631,81 € 

Cost of sales and services -   € -1.971,47 € -1.971,47 € -1.971,47 € -1.971,47 € -1.971,47 € 
Administrative costs -   € -240,00 € -240,00 € -240,00 € -240,00 € -240,00 € 

EBITDA  -   € 6.083,53 € 6.166,48 € 6.250,26 € 6.334,88 € 6.420,34 € 

Taxes  -   € -2.322,60 € -2.345,83 € -2.369,28 € -2.392,98 € -2.416,91 € 

OPERATING CF  -   € 3.760,93 € 3.820,65 € 3.880,98 € 3.941,90 € 4.003,43 € 

TOTAL CF  -246.606,40 € 3.760,93 € 3.820,65 € 3.880,98 € 3.941,90 € 286.136,76 € 

PRESENT VALUE  -246.606,40 € 3.525,76 € 3.357,79 € 3.197,53 € 3.044,64 € 207.186,85 € 

CUMULATIVE PV  -246.606,40 € -243.080,64 € -239.722,85 € -236.525,33 € -233.480,68 € -26.293,83 € 

BAIRRO ALTO STUDENTS RENT 0 1 2 3 4 5 

INITIAL INVESTMENT -309.555,20 € -   € -   € -   € -   € -   € 

 Acquisition cost -271.660,55 € -   € -   € -   € -   € -   € 
 Refurbishment works -26.322,00 € -   € -   € -   € -   € -   € 
 Furniture -11.572,65 € -   € -   € -   € -   € -   € 

RESIDUAL VALUE  -   € -   € -   € -   € -   € 368.815,41 € 

 Immovable -   € -   € -   € -   € -   € 346.715,35 € 
 Refurbishment works -   € -   € -   € -   € -   € 21.935,00 € 
 Furniture -   € -   € -   € -   € -   € 6.750,71 € 
 Income taxes -   € -   € -   € -   € -   € -6.585,65 € 

INVESTMENT CF  -309.555,20 € -   € -   € -   € -   € 368.815,41 € 

SERVICES RENDERED -   € 13.509,00 € 13.644,09 € 13.780,53 € 13.918,34 € 14.057,52 € 

Cost of sales and services -   € -2.276,00 € -2.276,00 € -2.276,00 € -2.276,00 € -2.276,00 € 
Administrative costs -   € -240,00 € -240,00 € -240,00 € -240,00 € -240,00 € 

EBITDA  -   € 10.993,00 € 11.128,09 € 11.264,53 € 11.402,34 € 11.541,52 € 

Taxes  -   € -3.782,52 € -3.820,35 € -3.858,55 € -3.897,13 € -3.936,11 € 

OPERATING CF -   € 7.210,48 € 7.307,74 € 7.405,98 € 7.505,20 € 7.605,41 € 

TOTAL CF  -309.555,20 € 3.427,96 € 3.487,40 € 3.547,43 € 3.608,07 € 372.484,72 € 

PRESENT VALUE -309.555,20 € 3.213,61 € 3.064,91 € 2.922,72 € 2.786,80 € 269.709,96 € 

CUMULATIVE PV -309.555,20 € -306.341,59 € -303.276,68 € -300.353,96 € -297.567,16 € -27.857,20 € 
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Table 31 - Cash flow calculation for the Castelo apartment in the rental by students’ modality

CASTELO STUDENTS RENT 0 1 2 3 4 5 

INITIAL INVESTMENT -336.329,03 €  -   €   -   €   -   €   -   €   -   €  

 Acquisition cost -301.510,24 €  -   €   -   €   -   €   -   €   -   €  
 Refurbishment works -24.600,00 €  -   €   -   €   -   €   -   €   -   €  
 Furniture -10.218,79 €  -   €   -   €   -   €   -   €   -   €  

RESIDUAL VALUE   -   €   -   €   -   €   -   €   -   €  405.457,71 € 

 Immovable  -   €   -   €   -   €   -   €   -   €  384.811,96 € 
 Refurbishment works  -   €   -   €   -   €   -   €   -   €  20.500,00 € 
 Furniture  -   €   -   €   -   €   -   €   -   €  5.960,96 € 
 Income taxes  -   €   -   €   -   €   -   €   -   €  -5.815,21 € 

INVESTMENT CF  -336.329,03 €  -   €   -   €   -   €   -   €  405.457,71 € 

SERVICES RENDERED  -   €  9.480,00 € 9.574,80 € 9.670,55 € 9.767,25 € 9.864,93 € 

Cost of sales and services  -   €  -2.126,84 € -2.126,84 € -2.126,84 € -2.126,84 € -2.126,84 € 
Administrative costs  -   €  -240,00 € -240,00 € -240,00 € -240,00 € -240,00 € 

EBITDA   -   €  7.113,16 € 7.207,96 € 7.303,71 € 7.400,41 € 7.498,09 € 

Taxes   -   €  -2.654,40 € -2.680,94 € -2.707,75 € -2.734,83 € -2.762,18 € 

OPERATING CF  -   €  4.458,76 € 4.527,02 € 4.595,95 € 4.665,58 € 4.735,91 € 

TOTAL CF  -336.329,03 € 4.458,76 € 4.527,02 € 4.595,95 € 4.665,58 € 410.193,62 € 

PRESENT VALUE -336.329,03 € 4.179,96 € 3.978,57 € 3.786,59 € 3.603,60 € 297.014,34 € 

CUMULATIVE PV -336.329,03 € -332.149,07 € -328.170,50 € -324.383,90 € -320.780,30 € -23.765,96 € 
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iv. Sensitivity analysis 

In addition to those variables already considered for the traditional rent, the activity costs were 

considered the third one to analyze. As well as in that previous model, the variation of the revenue and, 

operating costs in this case, are referred to the annual increment. 

 

Figure 27 - Variation in discounted cash flows in rental by students’ modality 

 

In view of the results represented in Figure 27, this model it is not very interesting. Once more, none of 

the properties achieve the imposed 6.67% IRR by the investor. About the behavior of the variables, it is 

possible to appreciate a similar behavior for purchase price and operating costs variation. While the 

revenue represents the critical and most sensitive variable. 

In the case of the decision maker decide to invest in this model, it will be suggested to reduce the 

services offered to the students in order to minimize the incurred operating costs achieving a higher rate 

of return despite still being an uninteresting option. 

 

4.4.3.3 Short-term rental 

i. Business volume and expected sales 

Based on Figure 28, the idea already introduced in the literature review section that the Portuguese 

capital is a special case can be reinforced. Although the offer of rooms is mainly aimed at tourists and 

foreign visitors, seasonality is barely perceptible in the occupancy rate throughout the year, with price 

being the main regulator of the previous indicator. 

 

Figure 28 – Collected data of 4 star hotels of Lisbon city in 2017 (Turismo de Lisboa, 2017) 
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Figure 28 shows in blue the data corresponding to four star hotels collected by the Tourism Observatory 

of Lisbon for the year 2017 (detailed in Table 52.A). On the other hand, in orange are the data referring 

to the case study itself (data referring to the last year of activity). As a curiosity, we noticed that there is 

a high correlation in the occupancy rates between both typologies, with behaviours practically identical 

but with a difference of two months. We think this may be due to the policy of data collection. The values 

of the case study refer to actual days of stay of the guests, whereas in hotels, it is estimated that these 

values are based on the billing and reception of the amount by the platforms, sometimes taking up to a 

maximum of 45 days after the departure of the guest, as referred to in Table 9 of point “iii. Promotion” 

in “4.4.2.3 Short-term rental”. 

 

• Business volume 

From now on, calculations of revenue forecasts for the first year of activity will be made on the basis of 

the data from the case study, shown in more detail in the following Tables 32 and 33. 

Table 32 – Occupation rate per apartment from local lodging case study 

OCCUPATION 
RATE (%) 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec AVERAGE 

ALFAMA 86,02 83,33 92,47 95,46 95,70 88,73 98,92 98,92 100 98,92 82,22 68,82 90,79 

BAIRRO ALTO 89,23 92 96 98 98 96 100 102 100 98,92 87 81 94,85 

CASTELO 83,87 71,43 93,55 93,33 90 83,33 96,77 100 96,67 93,55 86,67 67,74 88,08 

AVERAGE 86,37 82,25 94,01 95,60 94,57 89,35 98,56 100,31 98,89 97,13 85,30 72,52 91,24 

 

Table 33 – Daily price per apartment from local lodging case study 

APARTMENT 
RATE (€) 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec AVERAGE 

ALFAMA 57,16 61,17 62,87 78,27 79,33 87,83 92,64 102,28 76,73 61,57 52,18 42,05 71,17 

BAIRRO 
ALTO 

61,48 76,31 77,69 91,29 93,95 118,63 122,03 127,20 98,71 84,25 75,62 54,13 90,11 

CASTELO 57,32 71,17 63,19 86,27 85,27 90,33 108,00 104,46 84,37 65,33 62,12 56,23 77,84 

AVERAGE 58,65 69,55 67,92 85,28 86,18 98,93 107,56 111,31 86,60 70,38 63,31 50,80 79,71 

 

• Expected income 

Based on previous prices and occupation rates per apartment, it is obtained the annual revenue showed, 

for the first year of activity, in the following Table 34. 

Table 34 – Expected annual revenue for local lodging modality 

SALES TOTAL 

ALFAMA 24.038,01 € 

BAIRRO ALTO 31.615,81 € 

CASTELO 25.414,45 € 

TOTAL 81.068,28 € 

For the following years of exploitation, the expected annual revenue was expecting grow at different 

rates until the third year of activity. This differentiated growth is due to the fact that the reputation of the 

apartment in the tourist portals affects the position, the number of visits and, therefore, the billing 

generated: 
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▪ Alfama and Castelo apartments increase 8% annually (these apartments have been announced 

since 2017). 

▪ Bairro Alto apartment increase 5% annually (this apartment has already been announced since 

2015). 

 

ii. Taxes 

When collecting the information that has already been stated above, it is important to differentiate 

between the commission with the platform and the government fees that the operator of the activity has 

to bear. 

 

These platform commissions are displayed in Table 9 and the conclusion reached is that Booking.com 

has a higher commission than Airbnb on the supply side (15%-20% against 3%-5%, respectively). 

 

About the government commission, it was explained previously in point “i. Government taxes” in “4.4.1.4 

Other costs” of subchapter “4.4.1 Common features”. For the present case, the simplified scheme was 

considered according to which Finance assumed a coefficient of 0.35 as net revenue (previously 0.15) 

and the owners did not have to incur any kind of expenses. Then, for this particular business model 

integrated into the IRS F category (building outcomes), the owner will pay according to its effective rate 

according to the IRS bracket to which it belongs (Table 7). In this case, it was considered a taxpayer 

exclusively dedicated to this activity so, according to calculations made on the sale of the rooms in the 

three apartments, the exercise of this activity places the taxpayer in the fifth bracket of the IRS (from € 

25,000 to € 36,856), with a taxable profit of € 28,373.90, which assumes a rate of 37%. 

 

Finally, as referred to in the subchapter "4.4.1 Common features", the Local Accommodation pays VAT 

at the rate of 6% (not included in the calculations) and the tourist tax for overnight stay, in Lisbon of € 

1.00 per person per night up to a maximum of € 7.00. 

 

iii. Cash flow and profitability 

According with the results of next Table 40 obtained from the cash flows calculations of Tables 35, 36, 

37, 38 and 39, it can be concluded that this business model is an interesting inversion. Because of that, 

the possibility of renting the property is also shown. 
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Table 35 – Cash flow calculation for the purchase of Alfama apartment in the short-term rental modality  

Table 36 – Cash flow calculation for the purchase of Bairro Alto apartment in the short-term rental modality 

 

 

 

 

 

 

 

ALFAMA SHORT-TERM RENT 0 1 2 3 4 5 

INITIAL INVESTMENT  -248.205,40 € -   € -   € -   € -   € -   € 

 Acquisition cost -211.787,61 € -   € -   € -   € -   € -   € 
 Refurbishment works -24.600,00 € -   € -   € -   € -   € -   € 
 Furniture -11.817,79 € -   € -   € -   € -   € -   € 

RESIDUAL VALUE  -   € -   € -   € -   € -   € 280.031,26 € 

 Immovable -   € -   € -   € -   € -   € 270.300,62 € 
 Refurbishment works -   € -   € -   € -   € -   € 18.450,00 € 
 Furniture -   € -   € -   € -   € -   € 5.908,90 € 
 Income taxes -   € -   € -   € -   € -   € -14.628,25 € 

INVESTMENT CF  -248.205,40 € -   € -   € -   € -   € 280.031,26 € 

SERVICES RENDERED  -   € 24.038,01 € 25.961,05 € 28.037,94 € 28.037,94 € 28.037,94 € 

Cost of sales and services  -   € -11.197,67 € -11.197,67 € -11.197,67 € -11.197,67 € -11.197,67 € 
Administrative costs  -   € -487,91 € -487,91 € -487,91 € -487,91 € -487,91 € 

EBITDA  -   € 12.352,44 € 14.275,48 € 16.352,36 € 16.352,36 € 16.352,36 € 

Taxes  -   € -3.112,92 € -3.361,96 € -3.630,91 € -3.630,91 € -3.630,91 € 

OPERATING CF  -   € 9.239,51 € 10.913,52 € 12.721,45 € 12.721,45 € 12.721,45 € 

TOTAL CF  -248.205,40 € 9.239,51 € 10.913,52 € 12.721,45 € 12.721,45 € 292.752,71 € 

PRESENT VALUE  -248.205,40 € 8.661,77 € 9.591,36 € 10.481,17 € 9.825,79 € 211.977,35 € 

CUMULATIVE PV  -248.205,40 € -239.543,63 € -229.952,26 € -219.471,10 € -209.645,31 € 2.332,04 € 

BAIRRO ALTO SHORT-TERM RENT 0 1 2 3 4 5 

INITIAL INVESTMENT  -311.154,20 € -   € -   € -   € -   € -   € 

 Acquisition cost -271.660,55 € -   € -   € -   € -   € -   € 
 Refurbishment works -26.322,00 € -   € -   € -   € -   € -   € 
 Furniture -13.171,65 € -   € -   € -   € -   € -   € 

RESIDUAL VALUE  -   € -   € -   € -   € -   € 354.278,98 € 

 Immovable -   € -   € -   € -   € -   € 346.715,35 € 
 Refurbishment works -   € -   € -   € -   € -   € 19.741,50 € 
 Furniture -   € -   € -   € -   € -   € 6.585,83 € 
 Income taxes -   € -   € -   € -   € -   € -18.763,70 € 

INVESTMENT CF  -311.154,20 € -   € -   € -   € -   € 354.278,98 € 

SERVICES RENDERED  -   € 31.615,81 € 33.196,60 € 34.856,43 € 34.856,43 € 34.856,43 € 

Cost of sales and services -   € -14.219,62 € -14.219,62 € -14.219,62 € -14.219,62 € -14.219,62 € 
Administrative costs  -   € -638,32 € -638,32 € -638,32 € -638,32 € -638,32 € 

EBITDA  -   € 16.757,87 € 18.338,66 € 19.998,49 € 19.998,49 € 19.998,49 € 

Taxes  -   € -4.094,25 € -4.298,96 € -4.513,91 € -4.513,91 € -4.513,91 € 

OPERATING CF  -   € 12.663,62 € 14.039,70 € 15.484,58 € 15.484,58 € 15.484,58 € 

TOTAL CF  -311.154,20 € 12.663,32 € 14.039,70 € 15.484,58 € 15.484,58 € 369.763,56 € 

PRESENT VALUE  -311.154,20 € 11.871,50 € 12.338,81 € 12.757,71 € 11.959,98 € 267.739,61 € 

CUMULATIVE PV  -311.154,20 € -299.282,70 € -286.943,89 € -274.186,19 € -262.226,21 € 5.513,41 € 
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Table 37 – Cash flow calculation for the purchase of Castelo apartment in the short-term rental modality 

Table 38 – Cash flow calculation as lessee of Alfama apartment in the short-term rental modality 

CASTELO SHORT-TERM RENT 0 1 2 3 4 5 

INITIAL INVESTMENT  -337.928,03 € -   € -   € -   € -   € -   € 

 Acquisition cost -301.510,24 € -   € -   € -   € -   € -   € 
 Refurbishment works -24.600,00 € -   € -   € -   € -   € -   € 
 Furniture -11.817,79 € -   € -   € -   € -   € -   € 

RESIDUAL VALUE  -   € -   € -   € -   € -   € 388.345,43 € 

 Immovable -   € -   € -   € -   € -   € 384.811,96 € 
 Refurbishment works -   € -   € -   € -   € -   € 18.450,00 € 
 Furniture -   € -   € -   € -   € -   € 5.908,90 € 
 Income taxes -   € -   € -   € -   € -   € -20.825,43 € 

INVESTMENT CF  -337.928,03 € -   € -   € -   € -   € 388.345,43 € 

SERVICES RENDERED  -   € 25.414,45 € 27.447,61 € 29.643,42 € 29.643,42 € 29.643,42 € 

Cost of sales and services  -   € -12.633,52 € -12.633,52 € -12.633,52 € -12.633,52 € -12.633,52 € 
Administrative costs  -   € -501,61 € -501,61 € -501,61 € -501,61 € -501,61 € 

EBITDA  -   € 12.279,33 € 14.312,48 € 16.508,29 € 16.508,29 € 16.508,29 € 

Taxes  -   € -3.291,17 € -3.554,47 € -3.838,82 € -3.838,82 € -3.838,82 € 

OPERATING CF  -   € 8.988,15 € 10.758,02 € 12.669,47 € 12.669,47 € 12.669,47 € 

TOTAL CF  -337.928,03 € 8.988,15 € 10.758,02 € 12.669,47 € 12.669,47 € 401.014,89 € 

PRESENT VALUE  -337.928,03 € 8.426,13 € 9.454,70 € 10.438,34 € 9.785,64 € 290.368,18 € 

CUMULATIVE PV  -337.928,03 € -329.501,90 € -320.047,20 € -309.608,86 € -299.823,22 € -9.455,04 € 

ALFAMA SHORT-TERM RENT 0 1 2 3 4 5 

INITIAL INVESTMENT  -36.417,79 € -   € -   € -   € -   € -   € 

 Acquisition cost -   € -   € -   € -   € -   € -   € 
 Refurbishment works -24.600,00 € -   € -   € -   € -   € -   € 
 Furniture -11.817,79 € -   € -   € -   € -   € -   € 

RESIDUAL VALUE  -   € -   € -   € -   € -   € 24.358,90 € 

 Immovable -   € -   € -   € -   € -   € -   € 
 Refurbishment works -   € -   € -   € -   € -   € 18.450,00 € 
 Furniture -   € -   € -   € -   € -   € 5.908,90 € 
 Income taxes -   € -   € -   € -   € -   € -   € 

INVESTMENT CF  -36.417,79 € -   € -   € -   € -   € 24.358,90 € 

SERVICES RENDERED  -   € 24.038,01 € 25.961,05 € 28.037,94 € 28.037,94 € 28.037,94 € 

Cost of sales and services  -   € -16.942,40 € -16.942,40 € -16.942,40 € -16.942,40 € -16.942,40 € 
Administrative costs  -   € -487,91 € -487,91 € -487,91 € -487,91 € -487,91 € 

EBITDA  -   € 6.607,71 € 8.530,75 € 10.607,63 € 10.607,63 € 10.607,63 € 

Taxes  -   € -3.112,92 € -3.361,96 € -3.630,91 € -3.630,91 € -3.630,91 € 

OPERATING CF  -   € 3.494,79 € 5.168,79 € 6.976,72 € 6.976,72 € 6.976,72 € 

TOTAL CF  -36.417,79 € 3.494,79 € 5.168,79 € 6.976,72 € 6.976,72 € 31.335,62 € 

PRESENT VALUE  -36.417,79 € 3.276,26 € 4.542,60 € 5.748,10 € 5.388,68 € 22.689,60 € 

CUMULATIVE PV  -36.417,79 € -33.141,53 € -28.598,93 € -22.850,83 € -17.462,15 € 5.227,45 € 
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Table 39 - Cash flow calculation as lessee of Castelo apartment in the short-term rental modality 

CASTELO SHORT-TERM RENT 0 1 2 3 4 5 

INITIAL INVESTMENT  -36.417,79 € -   € -   € -   € -   € -   € 

 Acquisition cost -   € -   € -   € -   € -   € -   € 
 Refurbishment works -24.600,00 € -   € -   € -   € -   € -   € 
 Furniture -11.817,79 € -   € -   € -   € -   € -   € 

RESIDUAL VALUE  -   € -   € -   € -   € -   € 24.358,90 € 

 Immovable -   € -   € -   € -   € -   € -   € 
 Refurbishment works -   € -   € -   € -   € -   € 18.450,00 € 
 Furniture -   € -   € -   € -   € -   € 5.908,90 € 
 Income taxes -   € -   € -   € -   € -   € -   € 

INVESTMENT CF  -36.417,79 € -   € -   € -   € -   € 24.358,90 € 

SERVICES RENDERED  -   € 25.414,45 € 27.447,61 € 29.643,42 € 29.643,42 € 29.643,42 € 

Cost of sales and services  -   € -18.933,52 € -18.933,52 € -18.933,52 € -18.933,52 € -18.933,52 € 
Administrative costs  -   € -501,61 € -501,61 € -501,61 € -501,61 € -501,61 € 

EBITDA  -   € 5.979,32 € 8.012,48 € 10.208,29 € 10.208,29 € 10.208,29 € 

Taxes  -   € -3.291,17 € -3.554,47 € -3.838,82 € -3.838,82 € -3.838,82 € 

OPERATING CF  -   € 2.688,15 € 4.458,02 € 6.369,47 € 6.369,47 € 6.369,47 € 

TOTAL CF  -36.417,79 € 2.688,15 € 4.458,02 € 6.369,47 € 6.369,47 € 30.728,36 € 

PRESENT VALUE  -36.417,79 € 2.520,06 € 3.917,93 € 5.247,79 € 4.919,65 € 22.249,89 € 

CUMULATIVE PV  -36.417,79 € -33.897,73 € -29.979,79 € -24.732,01 € -19.812,36 € 2.437,53 € 

 

Table 40 – Investment criteria for short-term rental modality

SHORT-TERM RENTAL NPV IRR Payback period 

ALFAMA 
Purchase 2.332,04 € 6,89% 4,99 

Rent 5.227,45 € 10,38% 4,77 

BAIRRO ALTO Purchase 5.513,69 € 7,08% 4,98 

CASTELO 
Purchase -9.455,04 € 6,03% 5,03 

Rent 2.437,53 € 8,40% 4,89 
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iv. Sensitivity analysis 

For this last modality of rental, the same three variables than for students’ modality were considered 

affecting the profitability of the modality. Nevertheless, the percentages of the sensitivity analysis for the 

calculations is different. They affect only the first year of activity. While the incurred costs of the activity 

remain unchanged. 

 
Figure 29 – Variation in discounted cash flows in short-term rental modality 

 

From the slopes of each plotted parameter in previous Figure 29, it can be deducted a clear dominance 

of revenue parameter. In that case, it can be demonstrated that the model is more sensitive to revenue 

than to expenses.  
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4.5 Comparison of alternatives 

After the individual analysis of each business model, this chapter will compare all of them trying to make 

clear their differences. 

 

Without a doubt, from the economic point of view, there is a clear preference for the local lodging 

modality. A red spot in the Net Present Value column affects the other two modalities (Table 41) and 

payback periods only appear in this third modality of rent because for the other two it is higher than the 

five-year timeline applied. 

Table 41 – Summary of profitability parameters per apartment and type of property 

OWNERSHIP APARTMENT RENTAL MODALITY NPV IRR Payback period 

PURCHASE 

ALFAMA 

Traditional -11.616,63 € 5,57% - 

Students -26.293,83 € 4,22% - 

Local lodging 2.332,04 € 6,89% 4,99 

BAIRRO ALTO 

Traditional -14.208,80 € 5,60% - 

Students -27.857,20 € 4,63% - 

Local lodging 5.513,69 € 7,08% 4,98 

CASTELO 

Traditional -21.155,02 € 5,21% - 

Students -23.765,96 € 5,08% - 

Local lodging -9.455,04 € 6,03% 5,03 

RENT 

ALFAMA 

Traditional -14.813,79 € -5,73% - 

Students -21.412,83 € -9,77% - 

Local lodging 5.227,45 € 10,38% 4,77 

CASTELO 

Traditional -18.178,74 € -6,51% - 

Students -22.284,35 € -10,44% - 

Local lodging 2.437,53 € 8,40% 4,89 

 

Once known the preferred short-term rental business model, a new apartment property variable was 

applied in order to discover the real differences between the option to buy or rent the property for the 

purpose of exploiting it (as in the real case, this variable was only applied to Alfama and Castelo 

apartments in previous Table 44). Furthermore, Table 46 uses a different way to show the results in 

which the initial investment was not taken into account. The motivation for doing so is that, for such a 

short period of time, the impact of the residual value of the property is very high, since the growth rate 

of the real estate market has a significant weight in the result of the cash flow of the investment and, 

therefore, in the total cash flow. 

 

For calculations, the revenue is the average of the first four years of activity (services rendered) while 

cash flows do not include initial investment or residual values, in other words, it is operating cash flows. 

Also, from this Table 45 we have to highlight the net profit columns. In a rough way, we can say that the 

liquid profitability of this model reaches values of up to 50% of the gross turnover in case of being the 

owner and, a fifth part in case of being the lessee. 
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Table 42 – Profitability indicators per apartment in short-term rental without purchase or refurbishment 
works costs 

SHORT-TERM 
RENTAL 

OWN APARTMENT RENTED APARTMENT 

 NPV IRR PAYBACK PERIOD NPV IRR PAYBACK PERIOD 

ALFAMA 40.232,22 € 87,33% 1,33 16.468,11 € 40,28% 2,7 

BAIRRO ALTO 51.737,44 € 102,22% 1,11 - - - 

CASTELO 39.739,30 € 85,90% 1,36 13.678,20 € 34,50% 3,03 

 

As Table 42 shows, the payback periods practiced in the sector are around one to three years, owner 

or lessee, respectively, if only the decoration is necessary as an initial investment. 

 

Now, with the purpose of understanding the impact of the period of time considered, as well as the 

impact of the residual value of the properties, Table 43 shows the impacts on IRR considering, on the 

one hand, that the size of the projected timeline is increased from 5 to 10 years and, on the other hand, 

the growth rate of the real estate market prices remains the same as in the last five years (according to 

INE, 10.41%). 

Table 43 – Impact of real estate growth market and period of time studied on the IRR in purchase modality 

INTERNAL RATE OF RETURN BASE 10 years Growth rate (10.41%) 

ALFAMA 

Traditional 5,57% 5,35% 10,49% 

Students 4,22% 4,39% 9,18% 

Local lodging 6,89% 7,05% 11,59% 

BAIRRO ALTO 

Traditional 5,60% 5,32% 10,65% 

Students 4,63% 4,95% 9,59% 

Local lodging 7,08% 7,15% 11,86% 

CASTELO 

Traditional 5,21% 5,06% 10,32% 

Students 5,08% 5,29% 10,07% 

Local lodging 6,03% 6,17% 10,98% 

 

Looking at Table 43, one can see that considering 10 years instead of five, the return rates remain 

almost unchanged. In turn, and as expected, considering that prices of housing will continue to grow at 

the same rate as in the previous five years, then one may notice a very high impact on the profitability, 

almost doubling the rates of return. 

 

Besides this, Table 44 shows the operating cash flows, the risk inherent, the effort required, as well as 

the most important parameter to be controlled in order to improve the result of each modality of rent. 

Looking at Table 44, a clear difference between the first two columns (operating cash flows in case of 

purchase or rental of the property) can be appreciated and a direct comparison cannot be done. The 

reason for that is because the column of Operating Cash Flow for rent modality only includes Alfama 

and Castelo apartments, while the first column, from the point of view of the owner, includes Alfama, 

Bairro Alto and Castelo apartments. However, for this typology of apartments and according to the 

conditions of the study, some conclusions became clear: 
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• Renting a property with the purpose of exploiting it in traditional or student regime is not worth 

it. 

• The risk is not proportional to the internal rate of return for each modality. 

• The effort rate refers to the investment of time necessary to run the business. 

• The identification of the critical parameters was explained at the point of sensitivity analysis of 

each mode of lease in the previous subsection “4.4.3 Economic feasibility”. 

 

Table 44 – Inherent characteristics of each modality of rent 

 OPERATING CASH FLOW    

 OWNER RENT RISK EFFORT CRITICAL PARAMETER 

TRADITIONAL RENT 25.621,36 € -997,66 € Low Low Income 

RENTAL BY STUDENTS 15.770,30 € -3.041,15 € Low-Medium Medium Activity costs 

SHOR-TERM RENTAL 37.088,31 € 10.625,53 € Medium High Income 

 

Finally, it is necessary to consider the probability of occurrence of different scenarios. The inherent risk 

of each type of rent was considered, as shown in Table 44 according to the criteria in Table 45. 

 

Table 45 – Criteria for scenario analysis 

 PESSIMISTIC NEUTRAL POSITIVE UNIT OF MEASUREMENT 

TRADITIONAL RENT 2 1 0 empty months in the projected 5 years 

RENTAL BY STUDENTS 9 10 12 months/year of occupation 

SHOR-TERM RENTAL -7,5% - +5% 
occupation rate and gross average price 

variation 

 

These pessimistic, neutral and positive scenarios will only be developed in the case of purchase of the 

Bairro Alto apartment including remodeling and decoration works as an initial investment in Table 46. 

 

Table 46 – Scenarios for Bairro Alto apartment in the three modalities of rent 

 PESSIMISTIC NEUTRAL OPTIMIST 

BAIRRO ALTO NPV IRR PP NPV IRR PP NPV IRR PP 

TRADITIONAL RENT -14.821,33 € 5,56% - -14.208,80 € 5,60% - -13.392,09 € 5,66% - 

RENTAL BY STUDENTS -30.360,81 € 4,45% - -27.857,20 € 4,63% - -22.844,41 € 5,00% - 

SHORT-TERM RENTAL -7.579,45 € 6,11% 5,03 5.513,69 € 7,08% 4,98 13.962,04 € 7,70% 4,95 

 

Once again, without a doubt, the most preferred form of rent for the five-year schedule is short-term 

lease, followed by traditional lease and lastly, by student lease. Despite being the riskiest business 

model, even in a pessimistic scenario it remains the most attractive business model.  
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5. CONCLUSIONS 

 

As it has been previously referred, this work is framed in a problem of decision in the real estate sector 

that in Portugal, especially in big cities like Lisbon, is currently of great interest for the investors. 

Therefore, studying an investment business plan, as current as this, generates great enthusiasm and 

value in the business market. 

 

The decision-maker, or investor, seeks to maximize the return of investment for which different business 

models have been studied and analyzed. 

 

i. Market conclusions 

Without any doubt, Lisbon is experiencing a period of economic prosperity based mainly on the real 

estate market and tourism. Furthermore, some other factors such as tax benefits for foreigner investors, 

security (by comparison with other countries where there is no security), the prestige of the Portuguese 

universities, the national culture, monuments and gastronomy available, the good weather and the 

prestige as an innovative and technological country motivate the arrival of large masses of people. 

 

In fact, there are two currents of thought regarding the price of real estate in the capital. Some experts 

argue that real estate prices are not rising for speculation, but because prices have been in hibernation 

for a long period of time and are now recovering in a scenario of economic prosperity, while others claim 

that the rise in the real estate prices was caused by speculation over real estate prices motivated by the 

factors listed in the previous paragraph and that has nothing to do with the Local Accommodation. The 

truth is that the real estate growth rate market prices are much higher than the standard of living of many 

Portuguese. 

 

In determining whether there is still potential for growth in the industry, it is very important to mention 

the indicators used. If we refer to the number of overnight stays, it is clear that we can hardly maintain 

the level of growth in recent years. But if we refer to the revenues, there is a clear attraction of tourists 

with greater purchasing power and, therefore, a clear potential of growth that can continue in the next 

years. 

 

Regarding the debate about historic neighborhoods, data show that a few years ago, the number of 

vacant houses was enormous, both because of their destroyed state or because they were the second 

homes of the owners. Today, what happens is that all this was eliminated and the great majority, not to 

say 100%, was occupied by the local lodging or tourist accommodations. While part of the Portuguese 

residents was evicted due to the law of 2012 that allowed the updating of rents with the aim of 

invigorating the rental market. 

 
ii. Business models’ conclusions 

Firstly, it is clear that rental by students’ modality is the least attractive mode. The type of apartments 

under study are not ideal, no doubt, larger apartments would yield much more interesting results. 
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Regarding the other two modalities, it is clear that there is a clear winner. Short-term rental returns 

economic values much more interesting than the traditional rent. Nevertheless, we also conclude that 

because the analysis was carried out for such a short period of time (5 years) and because a valuation 

of real estate was prudently imposed for the purposes of calculating the residual values lower than the 

discount rate (opportunity cost of capital), 5.21% versus 6.67%, the NPV was relatively low in what was 

expected, according to the subsequent analysis of operating cash flows in which only the change of 

decoration is considered, not the works or the purchase of the properties. 

 

Referring to the exploitation of these alterantives, short-term rental modality is much more demanding. 

It requires a daily effort in order to manage, control and maintain the apartments in optimum conditions 

on the part of the owner, account manager or an outsourcing company. If you choose this third option 

to outsource the management, it is important to consider the cost as well as the loss of control over the 

business. This ends up with the margin of benefit that makes the Local Accommodation so interesting 

in relation to other modalities. 

 

As a final conclusion, our suggestion to the investor is that if he is willing to invest time in the business, 

without a doubt, the local accommodation is the best possible investment for the next five years. 

However, if the investor is not looking for a participative investment, the traditional rent is the most stable 

and safe modality that best suits his requirements. 

 

Finally, and with the aim of improving this work, some proposals for future work on the basis of this are: 

• Expand the range of apartments for superior typologies (T3, T4…) which will have a more 

favorable expected result for rental by students’ modality. 

• Develop the work in the short-term rental modality for collective activity (companies), which in 

the future can grow with the horizontal integration of the value chain in which the services of 

external suppliers can be integrated within the company, thus achieving minimization of costs 

and greater control over processes, resulting in greater customer satisfaction. 

• Extrapolate the study to other regions in Portugal, such as Porto and Algarve.  
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7. APPENDICES 

 

Appendix A – Support information on the tourism sector 

 

Table 47.A – Tourism trips of EU residents (aged 15 years or more) in 2016 (Eurostat, 2018) 

 

 

Table 48.A – Holders of short-term rental per nationality (Own elaboration with data source: RNAL, 2018) 
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Table 49.A – Short-term rental accommodations per number of rooms (Own elaboration with data source: 

RNAL, 2018) 

 

 

 

Figure 30.A – Number of new registers in short-term rental per freguesia (Own elaboration with data 

source: RNAL, 2018) 

 

 

Figure 31.A – Growth in the number of total tourist arrivals in tourist accommodations (Own elaboration 

with data source: Pordata, 2018c) 
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Figure 32.A – Growth in the number of resident tourist arrivals in tourist accommodations (Own 

elaboration with data source: Pordata, 2018c) 

 

 

Figure 33.A – Growth in the number of non-resident tourist arrivals in tourist accommodations (Own 

elaboration with data source: Pordata, 2018c) 
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Figure 34.A – Number of nights spent per trip and region in Portugal (Own elaboration with data source: 

INE, 2018f) 

 

Figure 35.A – Portuguese motivation for national travels (Own elaboration with data source: Pordata, 

2018d) 

 

 

Figure 36.A – Portuguese motivation for international travels (Own elaboration with data source: Pordata, 

2018d) 
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Figure 37.A – Number of passenger-trips spent by Portuguese people in Portugal and mode of transport 

(Own elaboration with data source: Pordata, 2018e) 

 

 

Figure 38.A – Number of passenger-trips abroad spent by Portuguese people and mode of transport (Own 

elaboration with data source: Pordata, 2018e) 

 

Table 50.A – Apartments average selling prices evolution in Lisbon city (Own elaboration with data 

source: Nuroa, 2018) 
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Table 51.A – Apartments average rent prices evolution in Lisbon city (Own elaboration with data source: 

Nuroa, 2018) 

 

 

Table 52.A – Monthly data for four star hotels in Lisbon city in 2017 (Turismo de Lisboa, 2017) 
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Appendix B – Support information about the case study 

 

Figure 39.B – Layout of one of the apartments (Own elaboration) 

 

 

  
 

 
 

Figures 40.B – Picture of each of the apartments 

 

 



 
 

90 

Appendix B.I – Procedure carried out of each type of cost 

 

• Property tax (IMI) 

In case of purchase of the property, this tax must be included in the amount indicated by Table 5 in 

previous point “4.4.1.1 Cost of acquisition” of subchapter “4.4.1 Common features”. 

 

• Community fees 

A fixed value of € 15.00 for Alfama apartment and € 25.00 for the others was applied for the case of buy 

the property. 

 

• Insurance 

The insurance referred to in the fourth line of the table refers to a common home insurance for traditional 

and students’ rental. But, for short-term rental, it refers to a multi-risk insurance for the local 

accommodation activity that will start, according to the recent approval of Law 62/2018 published in 

Diário da República no. 161/2018, Series I on August 22, 2018, to be mandatory from the year 2020 for 

those local accommodation units whose start-up is prior to the publication of this new law or, as of its 

entry into force as of October, 21 for new housing. This law represents the second amendment to 

Decree-Law no. 128/2014 of August, 29. The annual value considered was € 80.00 per apartment. 

 

• Water and electricity 

An average monthly amount was applied based on the real values of the case study. 

 

• Internet 

A monthly cost of € 31.40 was applied for the rental by students and local lodging activity. This value 

corresponds to the cheaper package in Portugal including internet and TV (Vodafone). 

 

• Maintenance services 

Related the annual incurred costs with minor alterations in the properties, a monthly amount of € 15.00 

was considered for each apartment and modality of rent. 

 

• Administrative service 

For traditional and students’ rental, a monthly fixed value of € 50.00 and € 20.00 is considered, 

respectively. For short-term rental, this cost is calculated based on the number of check in, with an 

unitary cost of € 5.00. 

 

Furthermore, the specific features applicable only for short-term rental modality are: 

 

• Replacements 

Inherent to the type of guests, the furniture of the apartment suffers a further deterioration and certain 

items must be replaced from time to time. Then, € 30.00 per month was the amount considered. 
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• Laundry service 

Although in the market we can find several payment criteria, payment per kilogram of laundry or 

according to a fixed monthly price, we opted for a third option consisting in the payment of a fee of € 

12.00 per wash and per apartment (the price includes the logistics). 

 

• Cleaning service 

As for the previous service, various cleaning methods flood the market. We opted for the fixed modality 

of € 15.00 for the cleaning of each apartment (regardless of the number of hours spent and including 

the cleaning products, the replacement of toilet paper and a self-adhesive tape to be placed in the toilet 

after disinfection by the cleaning service). 

 

• Check in service 

In the same way, the cost and the criterion of payment of the check in service is calculated according to 

the number of services performed and has, in this case, a value of € 10.00 (without taking into account 

the delays or the non-appearance of the guests). The required languages are Portuguese, English, 

French, Spanish and Italian. 

 

• Platform commission 

Already explained in point “4.4.2.3 Third business model: “Short-term rental”” of previous subchapter 

“4.4.2 Technical feasibility”. 

 

• Tourist tax 

Already explained in point “4.4.3.3 Third business model: “Short-term rental”” of previous subchapter 

“4.4.3 Economic feasibility”. 

 

• Amenities 

At this point, it is considered a total cost of € 6.00/booking (according to Table 53.B) for the welcome 

pack offered to guests and delivered in the check-in with the listed items. 

Table 53.B – Welcome pack cost 

ITEM COST CONSUMPTION/CHECK IN €/CHECK IN 

Pack of water (6x1,5l) 4,20 € 0,17 0,70 € 

Box of wine (6x1b) 13,20 € 0,17 2,20 € 

Olive oil (0,5l) 2,00 € 0,1 0,20 € 

Vinegar (0,5l) 1,50 € 0,05 0,08 € 

Sugar (1000u) 14,00 € 0,002 0,03 € 

Coffee capsules (16u) 3,60 € 0,5 1,80 € 

Tea (100u) 5,00 € 0,02 0,10 € 

Amenities box 1 (400u) 40,00 € 0,01 0,30 € 

Amenities box 2 (400u) 40,00 € 0,01 0,30 € 

Amenities box 3 (400u) 40,00 € 0,01 0,30 € 

TOTAL   6,00 € 
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Figures 41.B – Check list of equipment for budget creation (Own elaboration based on a real budget) 
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Table 54.B – Furnishing and decoration budget 
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Appendix C – Support information about short-term rental legislation 

 

Appendix C.I – Necessary documentation for the Tourist License and registration of the activity (Own 

elaboration) 

 

The communication to obtain the number of Tourist License includes the following data: 

• The valid authorization of use or valid title of use of the property; 

• Identification of the holder responsible for the operation of the establishment with the name 

or company name and the tax identification number; 

• Name adopted by the establishment and its address; 

• Name adopted by the establishment and its address; 

• Capacity (rooms, beds and users) of the establishment; 

• Date intended for public opening; 

• Name, address and telephone number of the person to be contacted in case of 

emergency. 

 
For the registration of the activity, the necessary documents are: 

• A simple copy of the identification document of the operator of the establishment, in the 

case of a person in an individual name, or an indication of the access code to the 

permanent certificate of the commercial register, if the latter is a person in a collective 

name; 

• A term of responsibility, subscribed by the owner of the establishment's operation, 

ensuring the integrity of the building or its autonomous fraction for the provision of 

accommodation services and that it complies with applicable legal and regulatory 

standards; 

• A simple copy of the urban property booklet (in portuguese: “caderneta predial”) relating 

to the property in question, in case the applicant owns the property; 

• A simple copy of the lease agreement or other document entitling the holder to the activity 

and, if the lease or other agreement does not contain prior authorization for the provision 

of accommodation or subletting services, a simple copy of the document containing such 

lease; 

• A simple copy of the declaration of commencement or change of activity of the operator 

of the establishment to exercise the activity of providing housing services corresponding 

to section I, subclasses 55201 or 55204 of the Portuguese Classification of Economic 

Activities, Revision 3, approved by Decree -Lei no 381/2007, of November 14, presented 

to the Tax and Customs Authority (TA). 
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Appendix C.II – Other mandatory requirements for local lodging regime (Own elaboration) 

 
a. Capacity of short-term rental apartments 

• Maximum capacity of 9 rooms and 30 users per apartment. 

• Each owner, or titleholder of short-term rental exploitation, can only operate a maximum 

of 9 establishments of this type of income per building, if this number does not exceed 

75% of the same number of fractions. 

 

b. General requirements 

• Local accommodation establishments must meet the following requirements: 

o Provide adequate conditions for the maintenance and operation of facilities and 

equipment; 

o Being connected to the public water supply system or properly controlled system; 

o Be connected to the public sewer system or fitted with septic tanks designed for 

the maximum capacity of the establishment; 

o Be equipped with hot and cold running water. 

• The accommodation units of local accommodation establishments must: 

o Have a window or balcony with direct communication to the outside and that 

assures the proper conditions of ventilation and aeration; 

o Be equipped with appropriate furniture, equipment and utensils; 

o Have a system that allows to seal the entrance of external light; 

o Have doors equipped with a security system that ensures the privacy of the users. 

• The premises must have a security system that guarantees privacy. 

• The establishments must always have hygienic and cleaning conditions. 

 

c. Security requirements 

• Safety rules must comply with the fire risk according to Decree-Law 220/2008 of 

November 12 and technical regulation of Ordinance 1532/2008 of December, 29 (does 

not apply to our case). 

• For establishments with capacity not exceeding 10 users (amended by Decree-Law 

63/2015 of April 23) it is only mandatory to have: 

o Extinguisher and fire blanket. 

o First aid equipment. 

o Indication of emergency number (112). 

 

d. Information of compulsory signing 
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Table 55.C – Mandatory signing in short-term rental (Own elaboration with data source AHRESP, 2018) 

 

NUMBER 

 

COMPULSORY 
SIGNING 

 

NAME 
 

DESCRIPTION 

1 

*No photoluminiscent 

Emergency 

number 

According to the Decree-Law 128/2014, 

Article 13, concerning safety requirements, 

it is compulsory to indicate the national 

emergency number (112) in a place visible 

to users. 

2 

*No photoluminiscent  

Local 

Accommodation 

plate 

 

Under the terms of number 1 of article 18 of 

the Decree-Law 128/2014, only for 

establishments of modality C (lodging, 

including «hostels») and in the Azores, 

always, it is foreseen the obligation to affix 

the identification plate for Local 

Accommodation, on the outside, and next to 

the main property access according to the 

following model: Transparent crystal acrylic 

material, extruded and polished, 10mm 

thick, with the following characteristics: 

• Dimensions of 200mm × 200mm 

• Font: Arial 200, dark blue color 

(pantone 280) 

• Application with the distance of 50mm 

from the wall (through stainless steel 

screws in each corner: with 8mm in 

diameter and 60 mm in length) 

3 

 

*No photoluminiscent 

Cover page of 

the Complaints 

Book 

 

Under the terms and conditions set out in 

Decree-Law 156/2005, of September 15, 

amended by Decree-Law 371/2007, of 

November 6, Decree-Law 118/2009, of May 

19, Decree-Law 317/2009, of October 30 

and Decree-Law 242/2012, of November 7, 

all establishments are, according to this 

regime, required to: 

• Have the Complaints Book in the 

establishment; 

• Provide immediately and without 

charge to the user the Complaints 

Book, whenever requested; 

• Affix the cover sheet, in a clearly visible 

location, in the apartment, dully filled 

with the following information:   

▪ Competent authority: ASAE 

▪ Address: Rua Rodrigo da Fonseca 

number 73, 1269-274 Lisboa 

• Keep, for a minimum period of three 

years, an organized file of all the 

Complaint Books already closed; 
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e. Accommodation bulletin (SEF, 2018) 

According to Law 59/2017 of July 31, approving the juridical regime of entrance, permanence and exit 

of foreigners from national territory, makes mandatory communicate, in three working days period, to 

SEF the stay of a foreigner. For that, the accommodation must be register in SEF as (Sistema de 

Informação de Boletins de Alojamento) SIBA users in order to enable electronic communication in an 

easier way. 

 

 

 

4 

*Photoluminiscent  

Fire 

extinguisher  

sign 

 

The only mandatory fire extinguisher sign 

for accommodations for up to 10 users, is 

the one that appears in the image and 

should be placed at 2m high. The 

accommodations with higher capacity will 

have to adopt fire safety measures provided 

for in Decree-Law 220/2008.  
 

5 

 

*Photoluminiscent 

Fire blanket 

sign 

 

The sign shall be placed 2m high next to the 

fire blanket, that shall be placed at a 

distance from the stove not exceeding the 

length of a stretched arm. 
 

6 

*Photoluminiscent  

First Aid Kit 

sign 

 

 

The sign of a white cross on a green 

background may be placed directly in the 

first aid box, if the same is visible.  
 

7 

*No photoluminiscent  

Smoking 

prohibition sign 

 

 

According to Law 37/2007 of August 14, 

best known for Tobacco Law which entered 

into force on the first day of 2008, 

undertakes that all service providers that do 

not comply with the technical conditions of 

smoke extraction have affixed the sign of 

smoking ban.   
 

8 

*No Photoluminiscent  

Sale and 

consumption of 

alcohol 

 

Not affecting our particular case, it is 

important to mention that in those 

establishments where alcoholic beverages 

are sold, it is compulsory to display all the 

documentation and notices associated with 

the sale of alcoholic beverages.  
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f. Tourism Municipal Fee 

The Tourism Municipal Fee in Lisbon (€ 1.00 per person per night up to a maximum of € 7.00) was 

created under article 20 of Law no. 73/2013, of September 3, and object of resolution no. 743 / CML / 

2014, approved by the Lisbon Municipal Assembly on December 16, provided for in Regulation 569-A / 

2014 - General Regulations on Fees, Prices and Other Municipal Revenues (in Articles 68 to 77 thereof), 

amended and republished by Notice 10263/2015 in the Diário da República, of 8 September 2015. 
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