
A GUIDE TO BRIDGING FINANCE



WHAT IS A BRIDGING LOAN? 

Property investors and developers use bridging loans as a short-term finance solution to

bridge a funding gap, typically to cover an interval between property selling and

purchasing, or until a long-term solution is in place.  

HOW MUCH CAN I BORROW? 

Each lender will have their own criteria to calculate borrowing limits, though typically

they can lend up to 75% of the current property value.        

 To see how much you could potentially borrow go to our bridging finance calculator

WHAT FEES ARE USUALLY CHARGED?

The lender's arrangement fee is usually deducted from the loan facility. If you're using a

broker, their fee can also be deducted. Other fees for the valuation report and solicitors

are not usually included within the facility. Some lenders (not all) may also charge a small

non-refundable fee when the application is submitted.               

HOW DO I PAY THE MONTHLY INTEREST?

 

pay the interest each month or,

Interest is retained or rolled up into the facility and paid back at the end of the term

(You don't make a monthly payment in this instance).

There are usually 2 options when it comes to the interest being charged. You can either:

HOW LONG DO LOANS TAKE TO ARRANGE?

 

Depending on the bridging lender, funds can be typically made available between 2 to 6

weeks.

In general, 9-12 months is the average, however each lender will vary. Longer terms up

to 24 months can be made available depending on individual circumstances.

HOW LONG CAN I GET A BRIDGING LOAN FOR? 

https://thepropertyfinancecollective.co.uk/bridging-finance-calculator/


WHEN IS BRIDGING FINANCE USED?

Bridging finance has many

uses. It's not a case of one

size fits all! It's more about

providing a flexible

solution to bridge the gap

when funds are required

quickly. The bridging

facilities we arrange cover

a variety of situations and

can include:

When a property is going

to be purchased but

there's another property

waiting to be sold, the

bridging loan provides a

short term solution that

enables you to complete.

I need to complete

quickly: 
Unmortgageable properties:

'Breaking the chain':

Refurbishing properties:

Bridging is often used if

there's an extremely tight

deadline to complete a

property purchase. This

can include auction

purchases where

completion is usually

required within 28 days

and a typical mortgage

would take too long.

Unless you are a cash

buyer, a bridging loan is

the next fastest solution.

Depending on the level of

refurbishment work

required, bridging loans

enable you to purchase

the property, carry out the

refurbishment and then

either remortgage or sell it

once the work is

complete.

Some properties needing

extensive refurbishment

are often deemed as

'unmortgageable' by

mortgage lenders until the

necessary work is carried

out. Whilst a typical

mortgage lender may not

view the property as

suitable security, a

bridging loan will enable

you to complete the

purchase and carry out

whatever work is required

to put it in a mortgageable

state. 

Development exit strategy:

Mainly used by

developers who are

nearing the end of the

current development

facility and require a

bridge to clear it,

providing them with more

time to sell their

developed properties.

Below market value

purchase (BMV):

Properties being

purchased below their

actual market value. This

usually happens when the

vendor needs to sell the

property quickly and the

purchaser takes the

opportunity to negotiate a

discounted purchase

price. In these instances

mortgage lenders will

typically lend against the

purchase price rather than

the market value.

However, there are

bridging lenders who are

comfortable lending

against the market value,

thus reducing the level of

deposit required from the

purchaser.

Bridging loans are asset

based. Lenders will

therefore secure their

charge on either

residential investment,

semi-commercial or

wholly commercial

property.

WHAT SECURITY IS

NEEDED?



Creative deals need creative finance.

thepropertyfinancecollective.co.uk

http://www.thepropertyfinancecollective.co.uk/
https://www.facebook.com/thepropertyfinancecollective
https://twitter.com/TPFCollective
https://www.linkedin.com/company/19133370/admin/
https://www.instagram.com/thepropertyfinancecollective/
https://open.spotify.com/show/7JiDtm7hc0EfSW9LjCXDaO

