
  



Why Invest in Off Plan Spanish Property? 

The property market in Southern Spain is seeing a new surge in demand for both sales and 

rentals. This situation is reflected in the latest Real Estate Registry Statistics, prepared by the 

Spanish Land Registry Offices, which shows that the price of housing increased by 9.4% 

year-on-year in the first quarter of 2018. 

 

According to the study, property purchases between January and March this year stood 

at 128,990 transactions, up 13.4% year-on-year and 15.3% more than the previous quarter. 

The Spanish property market hasn’t seen these kinds of sales figures since 2008. 

 

Off-plan property investment opportunities are growing in the south of Spain.  Many 

international investors are now recognising that the demand for Spanish off plan property is 

increasing. 

 

The market for Spanish off plan property both as an investment and as a second or first home 

is heating up.  

 

• Spanish off-plan investments can offer investors the ability to achieve 

substantial returns in a relatively short timescale. 

• As the market heats up returns of 20 to 60% within 24 months are becoming possible. 

• If you choose to keep your property after completion for a number of years you may 

then benefit from excellent rental income opportunities. This would also allow you to 

enjoy using the property for personal and family holidays as well as benefiting from 

capital growth in the value of your Spanish property and of course the rental income 

generated by marketing your Spanish property as a Spanish holiday rental unit. 

 

Spanish property developers and builders will offer beneficial stage payment schemes to 

purchasers of and investors in Spanish off plan property. We choose to work with only the 

most reputable and secure development companies that operate in prime areas for Spanish 

investment property. 

  

The range of payment schemes currently on offer will allow you to buy your chosen Spanish 

property off-plan, before or during construction while the price remains low, with deposits 

payments of around 30% of the property price. 

  

At completion of the property, given the current demand and market forces prices will have 

increased. Investors may choose to sell the property onto another property purchaser and in 

doing so, benefit from excellent returns. It can be demonstrated that current investors are 

enjoying 10 to 50% returns against capital investment by following this pattern and selling 

before property completion.  

  

We would of course recommend that all investors exercise due diligence and choose carefully 

to be sure that the off-plan Spanish property being purchased as an investment is located in a 

high demand area thus offering the ability to resell quickly and easily or where there is a high 

rental demand for their buy-to-let option. With an off-plan investment, if the property is not 

sold prior to completion, the final balance due can often be financed by the developer or a 

bank associated to the development. In many cases the rental income can pay off the 

finance and yield further eventual returns on the investment. 

  



Spanish Property Buyers Guide 

 
 

In general, there are two possible scenarios when you are buying a property in Spain. Either 

you will be buying a property that is not yet finished (off-plan) from a developer or you will 

be buying a property from a private individual or company (resale). The process is slightly 

different for each, in terms of the searches that are undertaken, but the basic structure is 

similar. 

 

Reservation Deposit and Contract 

 

The first step in the purchasing process in Spain is to secure your chosen property by 

depositing a sum of money, the reservation deposit, with the vendor. This ensures the 

property is removed from the market and the price fixed for a certain period of time, usually 

30 days 

 

It is essential that when traveling to Spain to view properties you have funds available to pay 

the reservation deposit. This can be in cash or, more usually, by credit card. A cheque drawn 

on a Spanish bank account would usually suffice but not a cheque drawn against a non-

Spanish bank account, due to the delay in clearing and the uncertainty of the exchange rate. 

If you are unable to pay the reservation deposit, it is most unlikely that the seller will reserve 

the property for you or take it off the market. This delay could, of course, cost you your 

property. 

 

Typically, the amount required by way of the reservation deposit is between €3.000 and 

€12.000. 

 

At the time of handing over the reservation deposit, a reservation contract should be signed 

by you (or your representative) and the seller into which the basic terms of agreement are 

incorporated. These terms can include, for example; the property address, if a garage or 

storeroom is included, payment terms, estimated date for exchange of contracts and estimated 

completion date. 

 

It is important to realize the reservation deposit is usually non-refundable, unless it is 

specifically agreed to be conditional upon certain factors happening e.g. raising finance or 

even actually viewing the property, if reserved unseen. 

 

Private Purchase Contract (Exchange of Contracts) 

 

Once the reservation contract has been signed, and the reservation deposit paid to the vendor, 

there will be an agreed period of time during which your appointed Spanish lawyer will 

undertake all the necessary searches on your behalf to ensure the vendor is the legal owner of 

the property and it is free from any debts, charges or encumbrances. 

 

As in the UK, Spain operates a Land Registry system enabling your Spanish lawyer to 

conduct thorough searches of title, giving you added security and peace of mind. 

During this period, the detailed terms of agreement will also be negotiated by your Spanish 

lawyer and incorporated into a Private Purchase Contract, ready for exchange of contracts. 

On exchange of contracts you should expect to pay between 20% and 50% of the purchase 

price when buying off-plan and 10% when purchasing a resale property. 

 



Through your Spanish lawyer, will also ensure (if buying off-plan) that the developer is 

providing a bank guarantee or insurance bond for all payments, as well as a 10-year structural 

guarantee on completion. A bank guarantee, or insurance bond, protects your payments and 

provides for your money to be returned in the unlikely event that the developer does not 

finish the property, goes into liquidation, or even where they fail to complete on time and you 

do not wish to wait. 

 

Exchange of Contracts has a similar effect to that in England, in that it fully commits both 

buyer and seller to the purchase at an agreed price (subject only to fluctuations in taxes). 

Neither party is able to pull out of a purchase after exchange of contracts without penalty. 

 

Completion 

 

Formal completion takes place when the title deeds (escritura pública) are signed by the 

parties before a Notary Public in Spain and the balance of the purchase price is paid over. 

The Notary is a public official whose role is to act as a witness to the signing of the deeds and 

to ensure that the parties have complied with the relevant legal requirements in the 

transaction, such as payment of appropriate taxes. 

 

It is not necessary for you to be physically present at the Notary appointment and you can, 

instead, grant a formal power of attorney or informal verbal mandate to your representative to 

sign the deeds on your behalf. 

 

If you choose to give a verbal mandate to your representative, you will have to attend before 

a Notary in the UK or Spain as soon as possible after completion in order to ratify the deeds, 

as while ownership will have been transferred, the deeds cannot be registered at the Land 

Registry without ratification. Ratification is simply a process whereby you, as owner, 

confirm the purchase and give an original signature for filing at the Land Registry. If you 

choose to ratify your title deeds in Spain, we will make all the necessary arrangements and 

accompany you to the offices of the Notary. 

 

Final registration of the title deeds is likely to take approximately 3 months from the time 

ALL paperwork is given to the Land Registry. 
 

 

Buying property in Spain (Taxes and costs) 

In general, the costs associated with the purchase of a property will vary, depending on the 

price of the transaction. They usually amount to between 10% and 13% of the purchase price, 

and are as follows: 

Lawyers’ fees 

Depending on the complexity and length of the process, the lawyers’ professional fees can 

range between 1% and 1.5% of the purchase price, plus the current VAT at that time. These 

fees must be agreed at the start of the contractual relationship and not vary throughout that 

relationship (except where the initial assignment undergoes substantial changes at the client’s 

express request). 

 



Notaries’ fees 

All notaries in Spain must charge the same rate for the same service, although the cost of 

notarial documents varies, depending on several factors such as the price or value of the 

goods involved in the transaction, the number of intervening parties, the number of pages in 

the document, etc., which makes it difficult to calculate the final sum of the invoice. They 

usually range between 300 Euros and 1,500 Euros. 

Property Register fees 

As with notaries, Property Registrars must keep their fees in line with certain rules that are 

the same all over Spain. As a general rule, their fees are lower than notaries’ fees. 

Transfer Tax (Property Conveyance Tax) and Stamp Duty (for Documentation of Legal 

Acts) 

a)    Transfer Tax 

This is only applied to second-hand property purchases (resale) and is paid after the public 

deed has been signed. 

In Andalusia, the tax is calculated by stages and determined by the price of the property. The 

levy starts at 8% for operations of up to 400,000 Euros, rises to 9% for prices between 

400,001 and 700,000 Euros, and reaches 10% from 700,001 Euros and above. The tax is 

assessed individually, so that these quantities and tax rates refer to the percentage that each 

buyer has in the purchase. 

b)    Stamp Duty 

This tax is exclusively charged on the purchase of new housing, not second-hand (as the latter 

is subject to the Transfer Tax). 

The applicable rate in Andalusia and Valencia is 1.5%  of the price, and goes up to 2% in the 

region of Murcia. 

The autonomous communities in Spain set reduced tax rates for certain cases, including the 

acquisition of one’s usual home at a price below 130,000 Euros by individuals under the age 

of 35, or up to a price of 180,000 Euros if the person acquiring the home has an officially-

recognised disability, and the acquisition of social housing for one’s usual home. 

VAT 

The purchase of new housing is subject to payment of Value Added Tax (VAT). The current 

rate is set at 10% of the price. 

Other expenses 

Apart from those that have already been mentioned, purchasers will need to cover other 

expenses that, in theory, should not excessively increase the final cost of the purchase 

operation, and which include the contract and connection fees for utilities and other such 

supplies, obtaining the NIE, the drawing up of a power of attorney or a will in Spain, and all 

administrative taxes. 



First Stage: The Reservation Contract 

Bear in mind that you are paying a deposit on a property which under normal circumstances 

does not even exist yet and is unlikely to exist until a couple of years’ time. New-builds, 

unlike their key-ready resale counterparts, have an inherent element of risk associated to 

them. This risk is mitigated in the knowledge that new-builds are, in general, significantly 

cheaper than a resale property (on average by 30%). Moreover, as they are new, they are 

normally built catering to the highest quality standards and employing the most modern 

materials and know-how. This has a significant impact in insulation, for example, which may 

in turn impact your Town Hall tax bill by reducing it significantly (read pro-tips below). 

After making enquiries and looking around for a property you may have taken a liking to one. 

Off-plan properties are normally listed by developers or real estate agencies. They will nudge 

you to sign what is known as a reservation contract (or holding deposit) which strikes the 

new-build property off the market for a pre-agreed period of time; normally spanning 30 

days. 

The deposit normally amounts from €3,000 to €6,000 depending on the property. The deposit 

contract is a succinct document that is normally only one page long. It has very few details, 

amongst them the developer´s name and company details, the development’s facilities, a 

general property description and the asking price. 

The reservation deposit will be deducted from the final sales price at completion (third stage, 

see below). 

Second Stage: Signing a Private Purchase Contract 

Before the 30 days are up you will be expected to sign what is known as a Private Purchase 

Contract (or PPC for short). In Spanish, this is known as Contrato Privado de Compraventa. 

In English law we know it as Exchange of Contracts. The PPC will be a long legal contract 

which will list the buyer and seller´s personal details, a full property description, the agreed 

sales price, the schedule of stage payments, the buying terms and the time frame to complete 

before a Notary Public. 

Your lawyer will have normally already supplied you with a report on title so you are 

perfectly aware of the legal situation of the property you want to buy before signing the 

private agreement. This report on title should cover at the very least the following check list: 

• Is the developer creditworthy? Construction track record? 

• Does the developer own the land where the property will be built? 

• Is there a valid Building Licence issued by a town hall? 

•  

Normally on signing a PPC you are expected to make a down payment equivalent to 10% of 

the purchase price which will be deducted upon completion (stage three). This amount of 

money is non-refundable. 

You will be expected to pay approximately 35% of the final sales price in stage payments. 

These are deducted at completion (stage three) from what you owe. 

Pro-Tips: 

• All stage payments (including the initial reservation deposit mentioned in stage 

one) should be secured by what are known as bank guarantees which are required 

by law. We simply cannot stress enough its importance. This document will be 

handed to you each time you make a stage payment and acts as a safety net on all the 

interim payments you make until the property is built. This safeguards your money in 



the event the development is not finished or should the developer file for bankruptcy. 

Attaining copies of bank guarantees is a top priority for your appointed conveyance 

lawyer. 

• Remember to store safely a copy of all the stage payments you make into a 

Spanish bank as they will be required upon completion. You may also need them 

further on should you instigate legal proceedings. 

• A developer cannot amend the agreed delivery date of a property worded in the 

PPC without your written authorisation. 

 

Third Stage: Completion 

One of the particularities of buying off plan property, is that completion normally takes place 

some two years after signing the PPC (stage two). The reason being is that the property is 

under construction and you only complete when it is finished. 

Completion is the term used to sign the title deed which is witnessed by a Notary Public. 

Additionally, if mortgage finance is required a second deed is signed called a Mortgage Deed. 

Completion is the time when you pay the balance that you owe, normally 50% of the sales 

price. 

You should read carefully through the deeds before you sign anything. This is particularly 

true of a Mortgage  

If you need a mortgage to complete on the property, it is highly advisable you negotiate a 

reasonable time frame to secure it i.e. 45 to 60 days. This is particularly true if a borrower is 

non-resident. A borrower requires an Offer in Principle (or Agreement in Principle) from his 

lender known as Oferta Vinculante in Spanish. 

At completion, you take legal possession of the property which is symbolized by being 

handed over the house keys. 

At completion, you may be surprised to find a great number of people: 

• The developer’s legal representative and his lawyer. 

• The bank´s representatives (if a mortgage loan is required). 

• The estate agent (this is the time when they earn their commission) 

• A translator. 

• And finally, the Notary himself. 

Your lawyer will file and pay the buyer´s taxes and lodge under your name at the Land 

Registry your new Spanish property. 

 

Congratulations, you are now the official owner of a Spanish property. Enjoy! 

 


