Bridging loans have become a vital financial tool for property investors, developers, and those needing quick,
short-term funding. But anyone considering these loans must appreciate the full cost beyond the headline interest
rates. In this post, we'll explore the typical cost ranges, explain why lenders quote monthly rates, clarify how Loan-
to-Value (LTV) influences pricing, and highlight the critical importance of a clear exit strategy—all while flagging

common hidden fees often overlooked.

Whether you've read about bridging loans from popular outlets like Iredell Free News or been approached by

lenders such as KIS Finance and KIS Bridging Loans, this guide will give you a sanity-checked, practical overview.

Understanding Typical Total Cost Ranges: 7% to 15%

A frequent misconception is that bridging bridging loan redemption fee loans are "expensive” or that interest rates
are the sole cost. In reality, total costs on bridging loans typically fall within the 7% to 15% range annually.

However, these figures often bundle together more than just interest.

* Interest Rate: Usually quoted monthly at around 0.5% to 1.25%, this annualizes to 6% to 15%.
* Arrangement Fees: Typically 1% to 3% of the loan amount, charged upfront or added into the loan balance.

* Valuation Fees: An independent valuation report is required by lenders to confirm property value and risk.

Costs range £300-£1000 depending on property type and size.

* Legal Fees: Separate legal representation—both for borrower and lender—is critical to safeguard interests.

Expect £750 to £1500 or more.

* Monitoring or Development Fees: For ongoing developments, lenders usually charge monitoring fees on

top of interest to cover site inspections and administration.

Sanity check: Add those fees together and you might find the effective total cost well above headline rates,
especially for short-term bridging loans under 6 months. This is why | always calculate the total as a percentage of

the loan over the planned loan term.

Why Bridging Loan Rates Are Quoted Monthly

If you're used to traditional mortgages, it can be confusing that bridging loans are quoted with monthly interest

rates, like "0.7% per month”. The reason is straightforward:

1. Short Loan Duration: Bridging loans typically last 3 to 12 months. Quoting monthly rates reflects the short-

term nature more accurately than annual rates.

2. Flexibility in Term: Borrowers often want flexibility on repayment dates or extensions, so monthly rates allow

precise pro-rata interest calculations.

3. Cost Clarity: Monthly quoting exposes the true cost quickly — 0.75% a month = about 9% annually if held
exactly a year, but 4.5% if held 6 months.

Beware comparing these monthly bridging rates directly to annual mortgage rates. This practice lacks context and

often misleads borrowers about the real cost differences.

Loan-to-Value (LTV) Band and Its Impact on Pricing

LTV is a primary pricing lever for bridging loans. Generally:


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

LTV Range Typical Monthly Interest Rate Impact on Fees Below ~55% 0.5% to 0.75% Lower risk, more favourable
terms, possibility of reduced fees 55% to 75% 0.75% to 1.0% Moderate risk, standard fees apply 75% to 80% 1.0%

to 1.25%+ Higher risk, expect higher fees and stricter terms

As you can see, staying below around 55% LTV usually gives you access to the most competitive costs. Companies
like KIS Bridging Loans often advertise strong rates for lower LTV loans but be cautious about any marketing
blanket claims like "low rates available" without an LTV context — | always dislike vague phrases like that because

they omit this crucial factor.

Extension Fees on Bridging Loans and Early Repayment Charges
Bridging Costs

The short-term nature of bridging can mean needing to extend your loan beyond the initial agreed term. But this

is where many borrowers encounter unexpected costs:

* Extension Fees Bridging Loan: Typically 1-2% of the principal outstanding per extension, sometimes more.

It's crucial to ask your lender upfront about extension fees to avoid nasty surprises.

¢ Early Repayment Charges Bridging: While many bridging loans allow early repayment without penalty,
some lenders include early repayment charges to compensate for lost interest, particularly if the loan is repaid

very shortly after drawdown.

® Ensure these potential fees are factored into your budget, especially if your exit strategy has any uncertainty.

Monitoring Fees Development Loan — What Are They and When Do
They Apply?
If your bridging loan is funding a property development, expect additional costs beyond interest and arrangement

fees. Monitoring fees development loan refers to charges lenders apply to cover the cost of regular site visits and
progress inspections.

These fees can range from £300 to £1,000 per visit or a monthly retainer fee and are separate from legal and
valuation costs. They are often overlooked in initial cost estimates but can add significantly if your development

runs over schedule or has multiple phases.

Exit Strategy Clarity and Evidence: The Make-or-Break Factor

No discussion of bridging loans is complete without emphasizing the importance of a clear, credible exit strategy.

Bridging lenders want reassurance that the loan will be repaid on time and in full. Evidence might include:
* A confirmed property sale contract
* Arrangement with a traditional mortgage lender
® Proof of funds for refinance or repayment
* Developer's sales pipeline with advance reservations

This clarity is not a vague "hand-wavy exit plan.” Without this, fees skyrocket, terms tighten, and you face

increased risk of extensions and costly penalties.
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Many borrowers overlook this critical step but companies like KIS Finance stress exit strategy evidence during

underwriting — and rightly so.

Legal Representation: Don’t Cut Corners on This

Ensure both you and your lender have independent legal representation. This protects your interests around the

loan terms, valuation conditions, and compliance checks.

The borrower’s lawyer will review the loan offer, highlight unusual clauses (like hidden monitoring fees or extension
conditions), and negotiate where possible. The lender's solicitor will focus on protecting the lender’s security

interest.

Skipping or skimping on proper legal advice can lead to misunderstanding costly terms or being caught off guard

by additional fees later.

Summary Table: Typical Bridging Loan Costs Overview



Cost Type Typical Range Notes Interest Rate (Monthly) 0.5% — 1.25% Varies by LTV and borrower risk
Arrangement Fee 1% — 3% Usually upfront or rolled into loan balance Valuation Fee £300 — £1000+ Based on
property size/type Legal Fees (Borrower & Lender) £750 — £1500+ Essential for loan protection Monitoring Fees
(Development) £300 — £1000 per visit Applied if loan funds construction/development Extension Fees Bridging
Loan 1% — 2%+ Per extension period Early Repayment Charges Bridging Varies, sometimes 0% Depends on lender

terms

Final Thoughts

Bridging loans, such as those offered by lenders like KIS Bridging Loans and discussed on platforms like Iredell
Free News, provide vital flexible finance but come with multiple layers of cost. Always dig deeper than the
headline “monthly interest rates.” Make sure to include arrangement fees, valuation and legal costs, and any

monitoring or extension fees in your budget.

Understand your LTV position—it's a massive driver of cost. Insist on clear, evidenced exit strategies to avoid

surprise fees and extensions. And never neglect proper legal review.

By sanity-checking total costs as a percentage of your loan term and loan amount, you reinforce your confidence

and avoid falling into the common traps many borrowers face with bridging finance.



