
again. We ourselves have no-

ticed the question cropping up 

on a more regular basis from 

our clients. Whilst no-one can 

confidently predict what is likely 

to happen in the future with 

regard to the UKõs membership  

of the Euro, it is a question we 

thought worthwhile addressing 

and to make some points perti-

nent to the debate and dispel 

some myths attached to the 

issue. These, we discuss in more 

detail in our article on page 2. 

Having witnessed eight 

years of strong economic 

growth, the UK economy 

came down to earth with a 

bump at the end of 2007.  

A cold caught from the sub-

prime mortgage crisis in Amer-

ica has developed into an ex-

tended bout of flu. This period 

of economic uncertainty has 

been felt on a global level, how-

ever it is true to say that the 

UK along with America have  

been affected more than most. 

As a result both Sterling and the 

Dollar have depreciated against  

most other currencies and in 

the case of Sterling this has re-

awakened a debate that had laid 

low for many years. That of the 

UK joining the single European 

currency. A hot topic in the 

1990õs before the Euro was 

introduced, it divided political 

parties. The subject was largely 

brushed under the carpet as the 

new millennium saw London 

build on itõs reputation as the 

worlds largest financial centre, 

dispelling the fear that remaining 

outside of the eurozone would 

harm the UKõs financial services 

industry. Recently however in 

the wake of the government 

being forced to bail out North-

ern Rock, uncertainty surround-

ing the exposure of other UK 

banks to poor quality mortgage 

assets and central banks having 

to inject  short-term liquidity 

into money markets, respected 

pro-euro commentators have 

sought to re-open this debate 
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larger banks to smaller banks or 

corporate customers on a one to 

one basis usually over the internet 

or electronic broker platforms 

where many banks have access to 

liquidity provided by other banks, 

large corporate or investment 

funds and hedge funds. The differ-

ence between the buy price, (bid) 

or sale price, (offer) is usually very 

small and as a result of the effi-

ciency of the modern market it 

will not differ from platform to 

platform. In fact increasingly the 

trading decisions  themselves are 

taken by sophisticated computer 

programs developed at  great cost. 

These ôelectronic dealersõ are 

capable of transacting many thou-

sands of deals a day each. Bear in 

mind that each of these deals will 

be several millions of pounds, 

Euros or dollars making the global 

daily foreign exchange turnover 

quite a staggering sum of money. 

For the amounts we need to buy 

or sell personally, as the amounts 

are smaller we get access to the 

commercial market, and this is 

where it is important to choose 

the right company to access this 

market. We at Premier FX will 

always strive to give our clients 

the best possible commercial rate. 

òInterbank Marketó is a term 

often used when talking about 

financial markets , but what 

exactly is the interbank market? 

how does it operate? The inter-

bank market is essentially the 

wholesale market where banks 

trade with each other globally 24 

hours a day, 5 days a week. His-

torically trades were either made 

through òinterbank brokersó or 

direct between the banks them-

selves, however more recently 

these transactions increasingly 

take place over electronic plat-

forms. These computer pricing 

systems are either provided by the 

What Exactly Is The Interbank Market? 
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òWe believe that 

recent market 

turmoil and 

uncertainty will lead 

to a re-opening of 

the membership 

debateó 

Capital Gains Tax, A brief overview 
includes costs associated with 

the purchase and sale of the 

property such as IMT, notary 

fees, registration charges 

these are deducted from the 

sale price independently of 

the period of time between 

the purchase and sale. Also 

allowable are additions and 

capital improvements to the 

property that have increased 

the properties value and were 

carried out in the last 5 years. 

Indexation relief is applied on 

a sliding scale depending on 

how long the property has 

been owned. It should be 

borne in mind that estate 

A capital gain is the profit 

realised from the sale of 

an asset purchased at a 

lower price.  In Portugal a 

capital gain is a category 

of income that is in-

cluded in the assess-

ment of an Individual 

Income Tax (IRS) or 

incorporated in a profit 

and loss statement to 

determine Corporate 

Tax (IRC). When calcu-

lating CGT we need to 

consider, purchase 

price, selling price, deductible 

expenditure and indexation 

relief. Deductible expenditure 

agency fees are not deductible 

expenses. Non-resident indi-

viduals and companies are 

taxed at a flat rate of 25%. 

Residents are taxed on a slid-

ing scale from 0-42%. As a 

result of the dual tax treaty 

that exists between Portugal 

other EU countries, CGT paid 

in Portugal is taken in consid-

eration when assessing your 

tax commitments in your 

country of residence.  

It is advisable 

to employ the 

services of an  

accountant if 

you think you 

are eligible to 

pay tax in 

Portugal.  

With thanks to Carlos Reis,  

Chartered Accountant  

carlos@crr-portugal.com 

www.crr-portugal.com 

Going back to 1999 when the Euro 

became a tradable currency on the 

foreign exchange markets it started 

life at 1.17 cents to the dollar and 

1.4150 to the pound.  In the following 18 

or so months it lost  around 30 percent of 

itõs value against the dollar. Clearly not the 

most auspicious start for the new global 

currency that was hoped would challenge 

the dollar as another reserve currency. 

Since then however it has found its feet 

and embarked on a gradual seven year appre-

ciation, now standing at around 1.54 cents to 

the dollar and 1.26 Euros to the pound. Per-

haps, more importantly than this and partly 

explaining this appreciation, the Euro now 

represents around 27 percent of the global 

currency reserves held by central banks. The 

emergence of the Euro as a truly global cur-

rency has raised the question of the logic of the 

UK remaining outside the eurozone particu-

larly in light of the importance of the financial 

services industry to the UK economy. The 

recent slide in the value of the pound and the 

relative strength of the Euro has also led to 

some conspiracy theories that the UK govern-

ment wants to get the pound euro exchange 

rate down to parity, then join the eurozone. 

We believe that recent market turmoil and 

uncertainty will lead to a re-opening of the 

membership debate, and for good reason, how-

ever in practice membership is still a long way 

off and there are many hurdles to overcome, 

not least of which a softening of public opinion 

towards the issue. We think neither Labour or 

the Conservatives would still not whole-

heartedly back this as party policy at the mo-

ment as it still has the capacity to split their 

parties and therefore, we think it unlikely to be 

part of any government policy for the next 3-5 

years, but in time public opinion could allow it 

to happen. From an economic perspective 

rather than think in terms of  exchange rate 

parity we think the correlation between inter-

est rates in the UK and eurozone are far more 

important a criteria influencing the membership 

decision. These currently stand 0.75% apart at 

5% and 4.25% respectively. If the relationship 

between the level of these interest rates re-

mains close for an extended period of time it 

will indicate a higher degree of economic con-

vergence with Europe than has existed previ-

ously, a crucial pre-requisite for UK member-

ship. We also believe that a continued period 

of weakness for Sterling against the Euro could 

lead to a gradual change of public opinion ena-

bling the issue to become less of a political òhot 

potatoó. In conclusion expect to hear and read 

more on this issue over time but donõt expect 

too much in the way of action, yet. 

The Euro - Facts & Fiction 
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W hilst we always strive to provide 

a fast, efficient service to clients , 

letõs face it the banks in Portugal are still 

lagging behind when it comes to speed 

of decision making.  In todayõs world 

speed is of the essence, time is money 

and nobody wants to lose a property 

because they havenõt had a decision 

from their bank yet. As a result of the 

credit crunch, the list of documents 

required to submit a mortgage applica-

tion has got a little longer, which is why 

it was so refreshing to our ears to find 

one forward thinking bank that reduces 

this requirement and promises a re-

sponse to an application within seven 

working days !! So of course we tested 

them out and yes they delivered what 

they promised. But, hang on I hear you 

say, whatõs the catch? A spread of 2% 

above Euribor? Not at all, rates remain 

competitive with an average spread of 

1%. All that is required to submit an 

application are the following documents: 

So, if you need a mortgage decision 

quickly, please call us and ask for the 

fast track service. Weõll give you an 

agreement in principle in 48 hours and a 

full decision within seven working days.  

Need to deposit some funds in Portugal 

for say between one month and one 

year and need to know which banks are 

paying the best deposit rates? We will 

inform you of the best deals available 

Call us today for more information. 

is a great place to visit whether you live 

in the Algarve, have recently moved 

here, are considering moving here or 

own a second home here. There are a 

great range of products and services 

available at the exhibition and it offers 

the opportunity of seeing all these un-

der one roof. We will be exhibiting on 

stand 90 where we will be offering visi-

tors the opportunity to enter our free 

prize draw and have an informal chat 

about the currency and mortgage ser-

vices we offer to both resident and non-

residents in Portugal. More information 

about the exhibition can be found on 

the BLIP website.               

After a very enjoyable 

and successful BLIP 

exhibition in 2007 , 

Premier FX Group are 

looking forward to BLIP 

2008 which takes place 

on Saturday 11th and Sunday 12th Oc-

tober at Expo Arade in Portimão. This 

is the eighth BLIP and promises to be 

just as successful as in previous years. It 

Better Living In Portugal Exhibition - October 11th & 12th 
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5.00 % 

Last Movement  

Last Decision 

Next Decision 

12:00  10th July 08 

2.00% 

Last Movement 

Last Decision 

Next Decision 

19:15  5th Aug 08 

4.25% 

Last Movement 

Last Decision 

Next Decision 

12:45  7th Aug 08 

0.25% (10/04/08) 0.25% (30/04/08) 0.25% (03/07/08) 

HOLD (05/06/08) 

DATE  EVENT  LOCATION  

7 Aug BOE MPC Meeting London 

21 Aug Property Auction Vale DõEl Rei, Lagoa 

4 Sep BOE MPC Meeting London 

4 Sep ECB Meeting Frankfurt 

16 Sep FOMC Meeting New York 

20 / 21 Sep Algarve Intõl Fair Fatacil, Lagoa 

25 Sep Property Auction Vale DõEl Rei, Lagoa 

11 / 12 Oct BLIP Exhibition Expo Arade, Portimão 

HOLD (25/06/08) 

Employed  Self Employed  

Application Form Application Form 

Passport Copy Passport Copy 

3 Month Salary Slip Accountants Cert 

Employed  Self Employed  

P60 Last 2 years     

certified accounts 

Applications below 70% LTV  

Require these documents  

Applications over 70% LTV or 

ú400,000 also require  

Applications over ú500,000 require  

Proof of deposit, employers reference 

letter and more detailed information. 

http://blip-exhibitions.com 

We look forward to meeting you there! 

0.25% (03/07/08) 



In this new regular feature we 

will look at the currency mar-

kets from a technical perspec-

tive with the use of charts.   

Here we are focusing on EURGBP. 

This is currently experiencing a 

period of consolidation in the form 

of a flag pattern that has been de-

veloping since mid April. For a 

break to the downside to be suc-

cessful we need to remain below 

0.8010 (1.2485). A break down 

through 0.7875 (1.2800) now 

opens up potential towards the 

previous 0.7770 (1.2870) low. From 

here we would could see further 

moves down to the medium term 

target at 0.7610 (1.3140). By the 

end of the year a move to the 

longer term base formed around 

the 0.7400 (1.3510) level in early 

2008 the ideal target. 

Technical Analysis 
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Food for Thought 
Every cloud has a silver lining.  Turmoil in markets has come as an unexpected nasty 

surprise to many people who were used to success in better times. We believe one good 

thing that comes out of such turmoil is that many companies re-think their strategy and 

improve against the odds. Many, will now be working hard to improve their services and 

they will reap the rewards when markets return to normality. This is good forward thinking 

and can only improve things for their most important asset - THE CUSTOMER...............  
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0.8035 
0.8100 

0.7770 

0.7390 

0.7610 

0.7240 

0.7090 

We are all now paying more for fuel, food and utilities, so how can we compensate 

for this? One of the largest expenses most of us have is our mortgage. Premier FX Mort-

gages are currently offering a free mortgage health check to ensure you are not paying 

more than you need to. On an average mortgage of ú300,000 just a ¼ % reduction in the 

interest rate will save you over ú60 a month. Or why not consider using your property 

here to release some equity to pay off commitments in the UK, If you own a property in 

Portugal and would like to take advantage of this free service please contact us today. 


