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An introduction to Short-term property finance
Where bridging finance was once viewed very much as a specialist product, it is now a more
understood and accessible option, typically used by property investors across the UK. Although
bridging finance has largely been excluded from UK legislation it is fast becoming a mainstream
product, driven by the continuing reluctance of high-street lenders to make sufficient funds available.
As bridging finance is of particular help to those who need
short term finance, but who may struggle with affordability
criteria, it provides instant dividends. Borrowers now
recognise how they can best use the short-term loans,
utilising funding to benefit their property transactions and
boost their business interests.

A bridging loan is a
short term loan that is
secured on property or
assets that you own

While they have a variety of purposes, bridging loans are mainly used to support commercial and
residential property transactions, auction purchases and property renovation and development
projects.
In recent times new entrants to the bridging market have helped raise standards and increase
competition, which has driven rates down to the lowest seen for many years. This now makes
bridging a more viable option for all those who may have once considered it too expensive for their
purposes.

What is a Bridging Loan?
A bridging loan is simply a short term loan secured on property or assets. It can be used by
individuals and businesses for any purpose until permanent funding - or their next stage of financing becomes available or they sell a property.
The interest rate on bridging finance is generally higher than rates on other loans, reflecting the risk
profile, which ensures a bridging loan is considered when a short term finance solution, usually of 12
months or less, is required.
It is also an obvious choice for someone in a property chain which has collapsed or is taking much
longer than expected to complete. As the name implies the bridging loan fills the gap between the
purchase date and sale date to ensure the buyer does not risk losing the property they want – the
bridging loan is repaid when the property is finally sold.
There are two types of bridging loan:
Closed Bridge - When the borrower has a set date by which the loan will be repaid.
Open Bridge - When the borrower sets out a proposed exit plan to repay their loan, with no definitive
date agreed at the outset. There will however be a maximum time span beyond which the loan
cannot extend.
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What are Bridging Loans used for?
Bridging finance can be used for both commercial and residential property transactions. As such they
have become the domain of home buyers, builders, property developers, landlords and investors who
want to buy or build a property, or carry out a refurbishment project on one.
Businesses can also use a short-term bridging loan to help resolve a financial emergency or exploit
a new opportunity. It is this flexibility of use, combined with the speed of access to the funds which is
attracting an increasing number of individuals and businesses to the advantages of bridging finance.
In many cases bridging loan applications can be completed and funds made available within days.

What properties can Bridging Loans be used for?
Bridging loans can be secured against different types of properties including residential, semi
commercial, commercial and land. When a mortgage cannot be secured upon a property in need of
refurbishment or upgrade in order to increase its value for sale or letting, bridging loans can be used
to make the purchase.

Uses of Bridging Loans
Bridging loans will typically be used by homeowners and property owners who want to:
•
•
•
•
•
•
•
•
•

repair a broken property chain so as not to miss out on the purchase
build their own house
buy the new property before selling their existing one
convert a barn or similar building into a residence
purchase property at auction
secure temporary cash flow cover during a property transaction
unmortgageable properties
fix or restore properties where traditional mortgages would not be approved
renovate or develop a property or piece of land into one house or multiple houses

And for businesses that want to:
•
•
•
•

take advantage of market conditions or discounted investment opportunities and need quick
access to funds
raise capital against land and property
satisfy tax liabilities when the amount needed cannot be accessed within the required timeframe
meet financial obligations and payments or overcome financial difficulties
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How it works
Regardless of whether you want open or closed bridging, typically funding providers will follow a
process similar to this when property is involved, with eight steps to securing bridging funding.
The eight steps will typically take between one and four weeks, from completed application to funds
available. In rare cases the process might be shorter in the right circumstances or longer if the deal is
particularly complex, perhaps involving development property.

You provide the lender
with a summary of the
deal, stating your reasons
for the loan and offering a
clear repayment strategy.

The finance
documents are then
sent to your solicitor
who reviews them
and then explains the
terms and conditions
of the loan to you.

You then sign
and return all
the necessary
documentation.

The lender will then
instruct their chosen
valuer to provide valuation
report, or underwrite the
value of the property
themselves if they have
the skills in-house.

The lender is given evidence
of the new property
purchase, together with
proof of its price.

The lender will now
issue an offer letter
that outlines the terms
of the finance and what
you need to provide
in return, to obtain the
necessary funds.

The agreed loan amount
is then released to your
solicitor who signs off all
legal aspects of the loan.

Your solicitor makes the
funds available to you.
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The loan and the cost
How much you borrow depends entirely on the lender and your unique circumstances. The minimum
loan size offered by most lenders is typically £50,000, while the maximum for most is £1,000,000.
In very few cases it may exceed this, but if you need more than a million, ask for it and explain your
assets carefully.
For most lenders the minimum loan term will be 1 month and the maximum term 12 months. Some
loans are structured so the borrower only pays the interest on the loan each month, with the actual
loan repaid in full at the end of the term, perhaps when the property is sold on. The loan can normally
be paid off at any point within the term, but it is worth checking this with the lender as other charges
may apply for an early completion, depending on how the loan has been structured.
There are any number of arrangements for dealing with repayments, including rolled-up interest. This
is also known as capitalised interest, where interest is added to the outstanding principal amount
of the loan and interest will then accrue on the total amount of outstanding principal and rolled-up
interest.
The actual rate paid by the borrower will vary from lender to lender, but in all cases will depend on a
number of criteria, including:
•
•
•
•
•

The lender and their own requirements
Whether the required loan is open or closed bridging
The size of the loan compared to the property value, known as the loan-to-value (LTV)
The type of security offered by the borrower
The credit score of the borrower

Again, there will be differences between lenders, but typically you can expect to pay an arrangement
fee of 1% - 2% of the loan value, with a similar exit fee. You can expect to pay an interest rate on
your loan of 0.75% - 1.5% per month; it will rarely be quoted as an annual percentage rate (APR).
Bridging loan rates are generally higher than those of other loans or mortgages because the risk to
the lender is higher.
Most lenders will offer 75% LTV of purchase price or open market value, although some will lend
up to 100% LTV with additional security. It’s best to speak to a lender and discuss your personal
circumstances in more detail, before you make any decisions.

How Signature can help
•
•
•

Lending against Open Market Value, not purchase price
Rates from 0.45%
Up to 75% Loan to Value

Where most bridging companies lend against the purchase price of the property, regardless of the
value. Signature will lend against the Open Market Value, up to 90% of Purchase Price.
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Term

3 months

6 months

9 months

12 months

Commercial

Monthly
Interest

Revolving
Facility

0.45%

0.80%

0.90%

0.95%

1.25%

1.25%

Max LTV

75%

75%

75%

75%

60%

75%

Arrangement
0%
Fee

0%

0%

0%

2%

2%

Exit Fee

2%

2%

2%

0%

0%

2%

General criteria
Minimum loan size

£50,000

Maximum loan size

£1,000,000 (additional funding by approval)

Minimum Property Value

n/a

Minimum Term

1 month

Maximum Term

12 month

Locations

Available in England & Wales only

Customers

Individuals, UK Ltd Company

Maximum LTV - Standard Bridging

75% of Open Market Value, 100% with additional security

Maximum LTV - Light Refurbishment

70% of Open Market Value, 100% with additional security

Maximum LTV - Heavy Refurbishment

60% of Open Market Value, 100% with additional security

Maximum LTP

90% Loan to Purchase Price

Definitions

Standard Bridging
Light Refurbishment

Heavy Refurbishment

Purchase or refinance of property in good, lettable condition; Where we
are being asked to fund the purchase only and the applicant has funds for
improvement works, we will lend at Standard rates.
Where we are being asked to fund the improvement works. Works being
non-structural in nature and costing less than 20% of the current property
value.
Where we are being asked to fund the improvement works. Works being
more than 20% of the property value. This is likely to be extensions, loft
conversions, internal reconfigurations and change of use (single dwellings
to flats when planning is in place).
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Examples
Property being purchased below market value
Signature Private Finance

Other Bridging Lender

Open Market Valuation

£250,000

£250,000

Purchase Price

£175,000

£175,000

Gross Loan Facility

£157,000

£122,500

Monthly Interest

0.95%

0.95%

Term

12 months

12 months

Lender Arrangement Fee

0%

2%

Net Loan

£139,545

£108,535

Exit Fee

2%

0%

Property was purchased at auction for cash and refurbishment. Borrower spotted another property
going to auction, but funds were tied up in this property whilst awaiting a remortgage.
Signature Private Finance
Open Market Valuation

£250,000

Gross Loan Facility

£187,000

Monthly Interest

0.45%

Term

3 months

Lender Arrangement Fee

0%

Net Loan

£184,968

Exit Fee

2%

Unencumbered property?
Why not take advantage of a pre-agreed funding line, ready to draw when you find the next property.
With Signature Private Finance you can apply for a ‘Revolving Trading Facility’ which is available up
to 75% of the property’s value available to draw within 48 hours once agreed. You only pay interest
on the amount you draw down.
Speak to us
Our friendly staff are available on 0121 746 3130 to discuss your needs. We can agree your facility in
under an hour.
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And finally…
If you want to discuss your property finance requirements with an experienced provider, then
please speak to Signature Private Finance today. The team here at Signature have direct personal
experience of every aspect of the property market, from purchase and development through to
refurbishment and disposal, which allows us to see the value in properties that people like you see.
The decisions we make on applications will always reflect both the enterprise and ambition of the
client and our own outstanding service delivery.

Illustrations provided are correct at the time of going to press. For personal
illustrations please contact the office on 0121 746 3130 and speak to one of our
Lending Managers. This guide is an introduction to the concept and process of
bridging finance and in no way constitutes financial advice. Signature Private
Finance do not provide or arrange Regulated Mortgage Contracts.

tel: 0121 746 3130
fax: 0121 746 3164
info@signatureprivatefinance.co.uk
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