Bridging loans have become a popular finance solution among property investors and developers looking for quick
and flexible funding. However, despite their appeal, many borrowers find themselves surprised by the total costs
involved. These "hidden” fees can catch you off guard, leading to budget shortfalls and frustration. In this article,
we take a deep dive into the typical cost structure of bridging loans, explain why monthly interest rates differ from

traditional mortgages, and expose the fees you really need to understand upfront.

We'll also mention key players like Iredell Free News, KIS Finance, and KIS Bridging Loans whose insights and
tools can help you navigate the landscape. Plus, we'll explain the importance of tools like independent valuation

reports and professional legal representation for borrower and lender to ensure transparency. Let's get started.

Understanding Typical Total Cost Ranges: What to Expect

Bridging loans often come with a headline interest rate that looks attractive but doesn't tell the full story.
Borrowers frequently talk about annual interest rates, but bridging rates are typically quoted as monthly

percentages. This can be confusing.

For most bridging loans, the total cost (including interest, fees, legal and valuation costs) typically ranges between

7% and 15% on an annualised basis. Here are some key factors:

* Monthly Interest Rates: Instead of annual rates, expect rates usually between 0.4% and 1.5% per month.
When multiplied by 12, they give the often quoted 7-15% annualised figure, but understanding them
monthly is crucial because fees can add on top.

® Loan-to-Value (LTV): The pricing heavily depends on your LTV — loans below about 55% LTV often attract
cheaper rates compared to high LTV loans in the 75-80% range.

e Additional Fees: Legal costs, valuation fees, monitoring fees, and sometimes exit or early repayment charges

add to the total cost and can sometimes exceed initial expectations if not carefully reviewed.

As published in a recent Iredell Free News briefing, many borrowers underestimate the cumulative effect of these

charges over even short bridging terms like six months.

Why Are Bridging Loan Interest Rates Quoted Monthly?



Unlike conventional mortgages that often quote annual rates, bridging loans quote monthly interest.

Understanding this is critical to avoid misinterpretations and budgeting errors.
Here's why monthly rates dominate:

1. Short-Term Nature: Bridging loans are usually short-term loans lasting 3-12 months. Quoting monthly rates

matches the product’s duration more closely.

2. Flexibility: Monthly interest calculation aligns with flexible drawdown and repayment schedules common in
bridging facilities.

3. Transparency in Costing: Pricing monthly makes it easier to add up interest plus any additional fees

(monitoring fees, arrangement fees, etc.) that accrue monthly.

Be wary if a broker or lender speaks vaguely about “low rates available” without specifying whether these are
monthly or annualised. It's a red flag that you need to sanity-check totals as a percentage of your total loan

amount.

LTV as a Pricing Lever: What You Need to Know

Loan-to-value (LTV) is a critical factor lenders use to price bridging loans. Simply put, it's the loan amount divided

by the property’s value.
Why does LTV matter so much?

* Lower Risk, Lower Price: If your loan is below ~55% LTV, lenders see less risk and often offer lower rates

and fewer fees.

* High Risk, Higher Cost: If you're borrowing closer to 75-80% LTV, expect to pay premiums both in interest

and additional fees to compensate lenders for higher risk.

Hence, understanding the property’s value through an independent valuation report is crucial. Don't rely solely

on broker or lender valuations, as these can sometimes be optimistic, affecting your actual LTV and thereby costs.

What About Extension Fees and Early Repayment Charges on Bridging
Loans?

Borrowers often focus on interest but forget about extension fees bridging loan contracts may include. Similarly,
early repayment charges (ERCs) bridging products also sometimes surprise borrowers who exit deals earlier than

planned.
Extension Fees Bridging Loan:

When your planned exit strategy — such as selling the property or refinancing — slips beyond the loan term,
lenders may charge extension fees. These can range anywhere from 1% to 3% of the loan amount per extension

period, adding substantially to your costs.
Early Repayment Charges Bridging:

Some bridging loan providers levy penalties if you repay the loan early. These charges recover lost interest or

other costs anticipated if the full term was used. Always check if your lender has ERCs and how they are calculated.

Both extension and early repayment fees impact total cost. A helpful tip is to compare these fees as a percentage
of the loan, not just as absolute pound figures. This simple sanity check reveals whether fees are

disproportionately high.



Monitoring Fees Development Loan: Don’t Overlook These Monthly
Costs

If you take development finance alongside a bridging loan, monitoring fees development loan providers often
charge add another layer of cost. These monthly fees cover site visits, progress reports, and administrative

oversight.

Typical monitoring fees might be 0.1% to 0.3% of the loan amount monthly. Although they might sound small,
rolled into a six- or twelve-month loan, they add up. Some borrowers are surprised that these fees accrue even

when construction is delayed.

The recommendation? Ensure your bridging loan agreement (whether with KIS Bridging Loans, KIS Finance, or

another lender) clearly outlines any ongoing fees so you can build them into your overall budget.

Exit Strategy Clarity: The Most Critical Factor

One of the most frequent causes of unexpected costs is the lack of a clear exit strategy. It's easy to focus on loan

terms and overlook how you intend to repay the loan.

Exit strategy clarity means having:

* A documented plan for repayment, whether via sale, refinance, or cash injection
* Evidence supporting the feasibility of your exit plan (market appraisal, sales pipeline, formal refinance offers)

® Contingency plans in case of delays or market changes

Lenders want evidence that you can repay on time. Some bridging loan providers, like KIS Finance and KIS
Bridging Loans, require independent valuation reports and qualified legal representation for borrower and lender

to safeguard interests.

Skipping these steps can lead to inflated fees, loan extensions, and even legal disputes. Borrowers who come to

the table with vague or hand-wavy exit strategies often get priced higher or encounter hidden fees later.

Tools to Help You Navigate Bridging Loan Costs

To avoid unpleasant surprises, consider using these key tools and resources:



1. Independent Valuation Report: Commission your own valuation to establish realistic LTV and challenge

optimistic lender figures.

2. Legal Representation for Borrower and Lender: Insist on separate legal counsel to review terms carefully,

especially around fees, extensions, and early repayment conditions.

3. Fee Breakdown Analysis: Before signing anything, request a detailed, clear fee breakdown and sanity-check

all fees as a percentage of your loan amount.

Many brokers and lenders, including KIS Finance, offer transparent explanations of fee structures and publish
example total cost cases. Additionally, keeping abreast with insightful reports from platforms like Iredell Free

News can expand your knowledge and help you negotiate better terms.

Summary Table: Typical Bridging Loan Costs Explained

Cost Component Typical Range Notes Monthly Interest Rate 0.4% — 1.5% Quoted monthly; multiply by 12 for
annualised figure (7%—15%) Arrangement Fee 1% — 3% Usually deducted upfront or rolled into loan balance;
charged interest if rolled in Valuation Fee £300 — £1,000+ Payable to independent valuers; essential for accurate
LTV Monitoring Fee 0.1% — 0.3% monthly Ongoing cost for development loans; adds up over time Extension Fee
1% — 3% per extension Charged if loan term extended beyond planned exit Early Repayment Charge (ERC) Varies;
often 1% — 3% Penalty for repaying before agreed term Legal Fees £1,000 — £3,000+ Separate counsel for

borrower and lender recommended

Final Thoughts

Bridging loans offer flexibility, but that convenience comes at a price—and often several additional prices. Hidden
costs such as extension fees bridging loan contracts, early repayment charges bridging providers may impose, and

monitoring fees development loans can significantly increase your overall borrowing expense.

Always sanity-check totals as a can interest be rolled up percentage of your loan, understand monthly interest
profiling, and insist on independent valuations and legal checks. Don't fall for phrases like “low rates available”

without clarity.

Turning to firms with transparent reputations—such as KIS Bridging Loans and KIS Finance—and reading
independent insights like those from Iredell Free News can help you avoid the common pitfalls that trip up many

borrowers new to bridging.

Taking the time to plan a clear exit strategy, backed by evidence and professional advice, is the best safeguard
against unexpected fees and charges. Remember: the bridge should connect you to your next step, not sink your

finances in hidden costs.


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

