
Let me tell you about a situation I encountered thought they could save money but ended up paying more..
When you're considering a bridging loan, one of the first and most critical questions is: how much cash do I need
upfront? The answer isn’t simple, but knowing the typical costs, what impacts them, and how they’re structured
can make all the difference. Whether you’re sourcing your loan from specialist brokers like KIS Finance or providers
such as KIS Bridging Loans, or keeping an eye on industry news from Iredell Free News, understanding what’s
involved upfront in fees and interest is vital.

Typical Total Cost Ranges: Expect 7% to 15%
Bridging loans generally come with total costs (fees plus interest) ranging from roughly 7% to as high as 15% of
the loan amount, especially if you include all the fees that can sometimes be overlooked. This range may feel wide
but it reflects the diversity of risk profiles, loan-to-value ratios (LTV), loan terms, and exit strategies.

Most bridging lenders quote interest on a monthly basis. For example, you might see a rate advertised as “0.65%
per month.” This translates roughly to an annual rate of 7.8% (0.65% x 12), but it’s crucial not to confuse this with
typical mortgage APRs. Bridging loans are short-term, often 6 to 12 months, so monthly rates are the norm and
integral for calculations.

Why Are Monthly Interest Rates Quoted Instead of Annual?

Short loan durations: Unlike standard mortgages with 20-30 year terms, bridging loans often last less than
a year, making monthly calculations more practical.

Flexibility and scaling: Monthly rates allow borrowers and advisors to clearly see the cost impact for each
month the loan remains outstanding.

Variation in repayment timing: The actual term might fluctuate due to exit strategy success or delays, so
monthly rates keep costs transparent.

Beware of confusion when comparing bridging rates with annual mortgage rates. The bridge’s monthly rate
multiplied by the loan term plus fees can easily exceed what looks like a "low" headline rate, especially when fees
are rolled into the balance and bear interest themselves.

Valuation Fee Upfront: What to Expect
The independent valuation report is a non-negotiable prerequisite in most bridging applications and it must be
paid upfront. The fee for this varies, typically from £300 to £600 depending on property type, location, and
valuation company.

This valuation protects the lender by ensuring the property’s market value supports the loan’s LTV. You will receive
the report before completing the loan, and the cost is not usually refundable.

Why is it Important?

The valuation often directly impacts the maximum loan amount and LTV.

It’s essential evidence in your exit strategy, demonstrating your ability to repay or refinance against a known
property value.

Skipping or delaying payment here can stall your loan application considerably.



Legal Fees Upfront: Borrower & Lender Representation
Legal packs and representation fees are another must-pay upfront cost for bridging loans. Typically you’ll
encounter two sets of fees:

1. Borrower’s legal fees: These are your solicitor’s charges for reviewing and approving the loan agreement,
managing land registry charges, and liaising with the lender.

2. Lender’s legal fees: Sometimes passed to you, this covers the lender’s solicitor work and searches required.

Combined, legal fees can range from £1,000 to £2,000+ depending on loan complexity and solicitor rates. Always
ask whether these are added to the loan or required upfront.

Pro tip: When fees like legal and valuation are rolled into the principal, lenders typically apply retained interest
deduction — meaning you pay interest on the fees themselves, inflating your cost. As someone who’s sat
through countless borrower calls, I always sanity-check this because it can be a nasty surprise.

Understanding Loan-to-Value (LTV) as a Pricing Lever
LTV is one of the most influential factors in bridging loan pricing. It represents the loan amount as a percentage of
the property’s value — confirmed by your independent valuation report.

LTV Range Typical Monthly Interest Rate Cost Notes Below ~55% 0.4% to 0.6% Lower risk; better pricing; faster
approvals 55% to 75% 0.6% to 0.85% Standard pricing; typical for many bridging loans 75% to 80% 0.85% to
1.2%+ Higher risk; lenders hedge with higher rates and fees

Lenders like KIS Finance and KIS Bridging Loans often advertise competitive rates but be sure you verify which
LTV band your loan falls into. Trying to secure a loan with a 78% LTV expecting the rate for a 50% LTV risks
disappointment.

Exit Strategy Clarity and Evidence: Why It Matters Upfront
A clear, evidence-backed exit strategy is fundamental to bridging loan approval and pricing. Lenders want
assurance on how you’ll repay the loan arrangement fee bridging loan — whether through sale, refinance, or other
means. Vague or absent exit strategies hit alarm bells.

Examples include:
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Sale of the property: A sales contract or listing status can underpin this.

Remortgage: Offers in principle or mortgage valuations support this.

Cash reserves: Proven funds or alternative income streams.

I’m genuinely annoyed when exit strategies don’t hold water or are “hand-wavy”. Without that clarity, lenders
either decline applications or up the pricing, reflecting the greater risk.

Putting It All Together: Typical Upfront Cash Needed
Let’s consider a hypothetical £200,000 bridging loan:

Valuation fee upfront: £400

Legal fees upfront (borrower + lender portions): £1,500

Arrangement fees (often 1-2%): £3,000 to £4,000

Interest (first month prepaid at 0.75%): £1,500



Total upfront cash: ~£6,400 to £7,400, unless some fees roll into the loan principal — which then triggers
retained interest charges. Always sanity-check your broker or lender paperwork.

Final Tips
1. Always ask for a full breakdown of upfront fees and monthly interest rates. This includes valuation fee

upfront and legal fees upfront.

2. Confirm if any fees are rolled into the loan balance and factor in the retained interest deduction.

3. Understand your LTV band — it’s a major determinant of your cost.

4. Have a clear, documented exit strategy ready to show your broker or lender.

5. Compare options thoughtfully. Iredell Free News and brokers like KIS Finance often share useful
insights and lender comparisons.

Bridging finance can be a game-changer when you understand the upfront cash needs and total cost implications.
By being informed, you avoid surprises and secure the right deal with confidence.


