Bridging loans have become a pivotal financial tool for property investors and developers looking to bridge short-
term capital gaps. Yet, while these loans unlock rapid funding, the costs behind them often catch borrowers off
guard. This post dives into the typical admin charges you'll encounter in a bridging loan, highlighting the key fees,
pricing levers, and why transparency matters. Along the way, we'll reference trusted industry voices like Iredell
Free News and brokers such as KIS Finance and KIS Bridging Loans, as well as crucial tools like independent

valuation reports and legal representation.

Understanding Bridging Loan Costs: Total Ranges and Rate Structures

The total cost of a bridging loan—when you tally all fees and interest—typically falls between 7% and 15% of the
loan amount. This percentage might seem steep if you're used to traditional mortgages, but it's important to

factor the term length, often 6 to 12 months, and the speed and flexibility bridging finance provides.

A common pitfall is misinterpreting the monthly interest rate quotes on bridging loans. Brokers from firms like
KIS Bridging Loans emphasise the importance of understanding that bridging loan rates are quoted monthly, not

annually, for good reason:

* Monthly accrual: The interest typically accrues on a monthly basis, so quoting monthly rates gives a clearer

picture of short-term borrowing costs.

* Short terms: Bridging loans are operationally short-term. Annualising the rate inflates the perceived cost and

misleads comparison with traditional mortgage rates.

Typical monthly interest rates range from 0.45% to 1.25%, depending largely on risk factors and loan to value
(LTV).

LTV Bands and Pricing Impact

LTV is one of the key pricing levers lenders use to set bridging loan fees and interest. Generally:

* Below ~55% LTV: Borrowers can expect the most competitive interest rates and fees, often reflecting a lower

risk profile.

® 55% to 75% LTV: Rates tend to increase moderately, reflecting higher risk but still manageable for most

borrowers.

® 75% to 80% LTV: This upper band of risk often attracts the highest interest rates and fees.

It's always worth asking brokers, like those at KIS Finance, to run examples based on your property’s valuation so

you clearly see where your LTV fits and how it affects pricing.

Breaking Down the Bridging Loan Admin Charges

Aside from interest, borrowers face various admin charges that can become significant if rolled into the loan
balance—remember, you pay interest on top of these! Always sanity-check these fees as a percentage of your loan

amount.

Here's a full list of the usual bridging loan charges to prepare for:



Fee Type Description Typical Cost Range Notes and Tips Drawdown Fee Charged when funds are released (drawn
down) to the borrower. 0.5% to 2% of loan amount Some lenders waive this or charge a flat fee; always ask
explicitly. Redemption Fee (Exit Fee) Fee applied when the loan is fully repaid. Typically 1% but varies (some lenders
cap at a flat rate) Beware if this is rolled into the loan balance—then you pay interest on it too. Bank Transfer Fee
Costs for transferring funds to your account. £25 to £75 Can be a flat fee or percentage; small but commonly
overlooked. Arrangement Fee Charged for setting up the loan facility. 1% to 3% of loan amount Typical to find this
fee; some brokers negotiate lower fees. Valuation Fee Cost of independent valuation on the property collateral.
£300 to £1,000+ Insist on an independent valuation report rather than lender valuations. Legal Fees Legal
representation for both borrower and lender to prepare loan contracts and security documentation. £1,000 to
£3,000 Borrowers typically bear their own legal costs; essential to use expert property finance solicitors. Exit
Arrangement Fee Fee charged for loan closure administration. £100 to £500 Sometimes bundled with redemption
fee; clarify upfront. Early Repayment Fee Penalty for repaying the loan before end of the agreed term. Varies widely

Not always charged but important if your exit strategy may change.

What About Other Common Concerns?

You might see charges labelled vaguely as "processing fees," "administration fees," or "broker fees." As a former
bridging case manager, | hate those vague phrases. Always request precise line-item breakdowns. Transparency

isn't just courteous—it’s crucial for budgeting and sanity-checking total borrowing costs.

Exit Strategy Clarity and Its Role in Costing

Lenders—and brokers like KIS Finance—ask for a clear exit strategy upfront. Why? Because your exit plan directly
affects perceived risk and thus the pricing of your loan.

True exit strategy clarity requires:

® Evidence of the end-game financing (e.g., mortgage offer, sale plan)
® Reasonable timelines aligned with your loan term

e Realistic valuations and contingency plans for delays

Hand-wavy exit plans without solid evidence trigger higher rates and inflated fees. Disclose your actual financial

plan and relevant documents to your broker—they often use this data to negotiate better terms.



Why Independent Valuation and Legal Representation Matter

Two key tools that often get sidelined but shouldn't are:

* Independent Valuation Report: Unlike lender valuations that primarily protect the lender, independent
valuations give borrowers a balanced and accurate property value assessment. Iredell Free News consistently
highlights how independent valuations can prevent overborrowing and nasty surprises.

* Legal Representation for Borrower and Lender: Both parties should have expert legal support to ensure
the loan agreement’s fairness, transparency, and enforceability. While lender legal costs may be part of
borrower fees, insist on your own solicitor’s expertise—specialist property finance solicitors understand pitfalls
and help protect you.

Final Thoughts: How to Navigate Bridging Loan Fees Effectively
Summarising key points for borrowers looking to engage a bridging loan:

1. Request full fee breakdowns and sanity-check totals. Always understand where your money is going,

including smaller fees like bank transfer fees which add up.

2. Remember rates are monthly. Don't be misled by monthly bridging rates when comparing to annual

mortgage rates.
3. Factor in LTV effects. Lower LTVs attract cheaper rates and fees.
4. Confirm exit strategy details and evidence. Clear exit plans can mean better loan pricing.

5. Insist on independent valuation reports and expert legal counsel. These safeguard your interests and

keep the process smooth.

6. Watch out for fees added to the loan principal. Interest on fees can dramatically boost your effective cost.

Bridging finance can be a powerful option—but only if you understand the true iredellfreenews.com cost structure.
Respected brokers like KIS Bridging Loans and market commentators such as Iredell Free News provide excellent
resources and guidance. Approach bridging loan quotes armed with knowledge, ask detailed questions, and secure

professional advice. Your wallet and peace of mind will thank you.


https://www.iredellfreenews.com/lifestyles/2026/how-much-does-a-bridging-loan-cost-in-the-uk/

