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Spain has killed o. the British holiday home
dream – here’s what to do about it
There may be ways to avoid the country’s potentially ruinous 100pc property tax bill
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Spain has long been a dream holiday home destination, a place for British
retirees to live out their days in the sun.

So the sudden imposition of a “controversial and discriminatory” 100pc tax
on foreign buyers of Spanish property has come as a nasty shock.

Pedro Sánchez, Spain’s socialist prime minister, announced a raft of
measures targeting non-EU citizens who are not resident in the country to
eGectively ban them from buying a property.

Faced with a population angry about soaring house prices, he said these
foreigners were purchasing “not to live in, not for their families to live, but
primarily to speculate, just to make money, something which in the
context of a housing scarcity that we are living through we cannot
tolerate”.

Yet this is so far from the reality of the typical British buyer in Spain, who
wishes to escape the grey British winters for some much-needed sun.

With the prospect of a tax bill worth 100pc of a property’s value, this could
be the end of the holiday home dream in Spain. But there may be ways to
dodge the potentially ruinous bill.

Non-EU, not welcome
The move hits British buyers directly. Despite Brexit, the British are still
the biggest national group of buyers of Spanish property. They made up
8.5pc of all foreign deals in the third quarter of 2024, including those made
by expats and residents, according to Spain’s Association of Registrars.
They were followed by Germans, Moroccans, Poles and Italians.

Non-resident British people bought 3,480 homes in Spain in the Zrst half of
2024, making up 38pc of a total of 9,166 properties sold to non-resident
non-EU buyers, according to the latest available Zgures from the General
Council of Spanish Notaries and Spanish Property Insight.

Separate government data showed that 27,000 purchases are made by non
EU-residents every year.

But this must also be put into context – it is a fraction of 340,281 sales in
Spain during the second half of 2024, with 69,412 involving a foreign buyer.

Other non-resident non-EU buyers come from the US, Mexico and
Venezuela. Much of the spark for Sánchez’s ire are institutional and
international investors, which are perceived to have caused soaring prices
and an acute shortage of homes by piling money into property, particularly
in cities.

The shuttering of the golden visa scheme in April is another sign that these
non-EU buyers are not welcome.

But these so-called speculators are not British.

In fact, says Mark Stucklin, of Spanish Property Insight, “the number of
British buyers in the cities is tiny. The big problem is that not enough
houses are being built”.

Another huge problem in the property market is that new rental laws
protecting the tenant have meant that landlords have withdrawn hundreds
of houses from the market because it’s practically impossible to evict a
tenant who doesn’t pay their rent.

Instead, the bulk of British buyers are purchasing for lifestyle reasons, not
to speculate. Many buy to live there full-time, and there were 284,037
Britons registered as living in Spain in 2023, according to the padrón
registry.

“Most British families are buying holiday homes on the Costa Blanca, Costa
Calida and Costa del Sol – not the cities of Madrid or Barcelona – and these
are purchased for lifestyle reasons and, in many cases, as a place to retire
to,” says Stucklin.

Attack on second homes
In the past year, antagonism has been mounting against overtourism,
Airbnb investors and, by default, foreign second home owners in Spain.
There have been demonstrations across several cities, but also in the
Balearics and the Canary Islands.

In 2022, a third of Spanish properties were categorised as second homes –
nearly 7.9 million of 26.8 million, according to Spanish Property Insight,
although it does not break down the data by nationality.

Several areas of Spain have as many EU second home owners as non-EU
ones, such as the northern Costa Blanca (especially Dutch and Belgians)
and Mallorca (Germans).

These measures will not stop the “speculation”-related problems arising
from those buyers snapping up second homes. The provinces with the
highest proportion of British buyers are Alicante and Malaga.

In the past year across Spain, antagonism has been mounting against overtourism Credit: SOPA Images/Getty
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Stucklin adds: “They certainly won’t make money in the short term, which
is the point of speculation. In many if not most cases, they will end up
Znancially worse oG as a result of buying a home in Spain.”

Many also contribute greatly to local economies, employing builders,
cleaners, key holders and gardeners for their homes, plus also spending in
local shops, restaurants and businesses. Spanish property developers,
estate agents and legal professionals all beneZt from building and selling
homes to foreign buyers.

How to dodge the potential tax raid
It remains very uncertain at this stage exactly what shape or form the
increased taxation on non-EU owners might take, or that the Spanish
government will manage to get the measures through parliament.

“Sánchez does not hold a majority in parliament,” says Hans Lenz, of the
Balearic Association of National and International Real Estate Association.
“Many of his proposals are either never approved, or can take up to a year
to come into practice.”

For example, while the government announced it would get rid of the
golden visa in April 2024, it took until January 2 this year for the law to be
passed stating that it would end on April 3 this year.

There is also the potential that legal and political action will hold up any
measures.

“There will be pushback from the other parties – it’s controversial and
discriminatory,” says Alex Radford, of My Lawyer in Spain.

One way to beat the tax hike would be to buy a property now. Spain’s
transaction process can be relatively quick, and can take as little as two
weeks if you have the correct paperwork.

There is huge confusion over what the tax will actually mean for buyers,
and how the government could enact it.

Radford adds: “At this stage we don’t know any details – does the extra
taxation refer to transfer tax [stamp duty], non-residents’ income tax, or
will there be a new tax?”

When property is purchased in Spain, transfer tax (ITP) paid on
secondhand properties – generally between 6.5pc and 12pc of the purchase
price – is decided at a regional level, so it is being questioned how the
government could raise these taxes.

Vicente Garcia, of law Zrm Legal Iuris, says: “Any change [Sánchez] would
like to make could be abolished by the autonomous communities. Valencia,
Murcia, Andalucia, Madrid – where the majority of British buyers are
purchasing property – are governed by the Partido Popular [the right-wing
opposition party].”

He and Radford report that buyers early in the process are now pushing to
expedite the conveyancing, but if the government does manage to bring
into force highly punitive taxes on non-EU buyers, are there any ways
around it?

The most obvious loophole for British buyers is if they have an EU passport
– or a spouse with one – which means they can purchase (or get residency)
in the name of an EU citizen. Many British nationals with Irish ancestry
have taken advantage of this since Brexit.

If you have a family member already resident in Spain you could also
purchase in their name, says Garcia. “You could then make them a
donation.”

A donation is a gift between the members of the family so not considered a
sale and subject to purchase taxes.

Another option is to become resident in Spain before you buy, as the tax
rise being suggested is on non-resident buyers.

You don’t have to buy a property to get residency. You can rent a property
in Spain to get a visa and thus a residency permit – such as the non-
lucrative visa (NLV) or the digital nomad visa.

However, to receive either, you will need to meet certain minimum income
requirements and also face a lot of paperwork. You may also need to
become a tax resident in Spain, which won’t necessarily be desirable due to
high taxes on worldwide assets.

A further option to avoid paying purchase tax could be to build your own
home.

“Land is cheaper than property. The tax on building a house is from 0.1pc
to 2pc of the value depending on which region is located,” says Garcia.

Finally, although it is far from straightforward, it could be possible to
create a Spanish company to buy a property, says Radford.

“It would be treated as a Spanish entity and owners would have to submit
company returns.”

It costs around €2,400 (£2,025) to set up a company, says Radford, plus
yearly accountancy fees of around €1,400. However, an advantage of
buying as a Spanish limited company is if buyers rent out the property they
get taxed at the lower EU rate of income tax – 19pc versus 24pc.
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Are you giving up on your dream Spanish property because of the threat of a
huge tax bill? Email money@telegraph.co.uk.
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House prices are soaring in Spain
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Britons snap up Spanish homes

Spain’s property sales by nationality
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More Britons are living in Spain

British population residing in Spain, thousands
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Tips for buying abroad
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