When property investors, developers, or even businesses in the UK look to finance short-term projects or quick
purchases, one common question arises: why do bridging loans cost more than traditional mortgages?
Understanding the costs surrounding bridging finance is crucial, especially since these loans often boast fast

underwriting bridging loans with rapid decisions, but at what price?

In this post, we will dissect the key reasons bridging loans carry higher interest rates, unravel typical total cost
ranges, explore how monthly interest vs APR impacts your understanding of fees, and examine why clear exit
strategies and detailed due diligence matter more than ever. Along the way, we'll reference reputable sources like

Iredell Free News and highlight industry players like KIS Finance and KIS Bridging Loans, trusted names in the

UK bridging market.

What Is a Bridging Loan, and How Does It Differ from a Mortgage?

Bridging loans are short-term, high-cost financing vehicles designed to 'bridge' a temporary gap between cash

needs and longer-term funding. These differ significantly from traditional mortgages in several ways:

* Term length: Bridging loans typically last 1-12 months, whereas mortgages often span 15-30 years.

* Purpose: Quickly unlocking funds for property purchases, development, or auctions, compared to mortgages

aimed at long-term homeownership or refinancing.

¢ Underwriting speed: Bridging loans often have fast underwriting bridging loans available, with approvals in

days or even hours, unlike the more detailed mortgage underwriting process.

* Security and risk: Bridging lenders rely on the property's value more heavily than borrower credit history,

leading to a reliance on an independent valuation report.

Typical Bridging Loan Costs: What Does 7% to 15% Mean?

When you hear bridging loan rates quoted, you'll often see numbers like 7% to 15% annual interest. But it's

important to understand how these percentages are applied and what they include.

Bridging loan pricing is higher than mortgages because underwriters price in:



* Higher risk: Short-term loans with potentially complex exit scenarios.
* Faster processing and flexible terms: Borrowers can close deals quickly, which carries premium fees.

* Smaller loan-to-value (LTV) buffers: Riskier loans with higher LTV (between 75% to 80%) attract
significantly higher rates than those below ~55%.

Loan to Value (LTV) Interest Rate Range (Annual Equivalent) Typical Fees Included Below 55% 7% - 10%
Arrangement fee, valuation, legal, interest 55% - 75% 10% - 13% Arrangement fee, valuation, legal, interest 75% -

80% 13% - 15%+ Higher risk fees, legal, valuation, interest

Why Are Bridging Loans Quoted in Monthly Interest Rates?

Many borrowers complain they see bridging loans advertised as "7% per month" or "1.25% monthly interest,"
which can seem incredibly high compared to familiar mortgage rates of 3%-5% annual interest. The key is

understanding bridging loan vs mortgage rates and the difference between monthly interest and APR:

* Bridging Loan Rates: Typically quoted as simple monthly interest to keep figures transparent. For example,

1% per month equates to approximately 12% annual interest (before fees).

* Mortgages: Quoted annually and incorporating compounding (APR), plus fixed fees and sometimes

additional costs rolled into the deal.

This means that when comparing loans, you must properly convert and sanity-check totals as a percentage of the

loan amount over the term, including arrangement fees, valuation fees, and legal costs.

Often, bridging lenders like KIS Bridging Loans will add arrangement fees (typically 1%-2%), and you might also
face legal costs for both borrower and lender representation. This can add 1%-3% extra on top of interest, which,
when rolled into the loan balance, can cause you to pay interest on fees as well—an annoyance regular mortgage

borrowers rarely encounter.

The Role of Loan to Value (LTV) as a Pricing Lever

LTV is a critical factor influencing bridging loan costs. The closer your loan-to-value gets to 80%, the higher the
lender’s perceived risk, iredellfreenews.com so rates climb accordingly. This isn't a fixed scale everywhere, but
lenders generally fall into these bands:

1. Low risk (<55% LTV): Rates around 7%-9%, reflecting strong equity positions and strong exit potential.

2. Medium risk (55%-75% LTV): Rates increase to around 10%-13%, as the loan becomes riskier.

3. High risk (75%-80%+ LTV): Top-tier bridging loans can charge 13%-15% or more to compensate for the risk

of insufficient equity on exit.

It's why brokers and lenders like KIS Finance stress getting independent valuation reports upfront and emphasize

legal representation to ensure both borrower and lender interests are protected.

Exit Strategy Clarity and Evidence Are Essential

One glaring difference between bridging loans and mortgages is the critical importance of a clear exit strategy and
documented evidence. Lenders demand robust evidence that you can repay the bridging loan on time, usually

through:

e Sale of property

* Refinancing to a mortgage


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

® Development completion and sale

e Other confirmed funds in place

Failing to present a clear exit can lead to lenders increasing pricing or requiring additional security. It's this

uncertainty that layers risk into bridging loans and is a fundamental driver of cost.

As Iredell Free News highlighted recently in their analysis of fast underwriting bridging loans, lenders do not just
lend against bricks and mortar alone; they lend against the exit route’s feasibility. Vague exit plans or reliance on

optimistic market conditions raise red flags and costs.

Additional Costs Often Overlooked

Many borrowers focus solely on the headline interest rate, but bridging loans often carry additional upfront and

ongoing costs that shouldn't get ignored:

* Valuation Fees: An independent valuation report assures the lender of the property value. This can typically

cost £300-£1,000 depending on property size and complexity.

® Legal Fees: Both borrower and lender need legal representation to review contracts, conduct searches, and

register security. Each side can expect £1,000-£3,000 or more depending on the transaction.

¢ Arrangement Fees: Usually 1%-2% of the loan amount, which sometimes get added to the loan balance—

meaning you pay interest on them too.

* Exit Fees: Some bridging loans include exit fees charged at repayment, adding to total cost.

Ignoring these costs can result in severe under-budgeting and unpleasant loan surprises. Always ask for a fully

comprehensive quote that itemizes all fees.

Fast Underwriting Bridging Loans: Speed Has Its Price

If you need funds in days or even hours, bridging loans can provide rapid decisions—and that speed comes at a
price. Lenders take on more risk with expedited due diligence and underwriting processes, and pass those costs on

to borrowers.



For example, in a competitive auction environment or urgent property purchase, borrowers might use well-
established brokers tied to lenders known for quick decisions like KIS Bridging Loans. While incredibly helpful

when time is critical, expect that convenience to be priced at the upper end of market rates.

Summing It Up: Bridging Loans vs Mortgages

Feature Bridging Loan Mortgage Term Length 1-12 months (short-term) 15-30 years (long-term) Interest Rate
7%-15% annualized, quoted monthly 3%-5% annual, quoted APR including fees LTV Typically up to 80%, risk
sensitive Up to 95%+, lower risk pricing Speed Fast underwriting bridging loans (days) Slower underwriting (weeks)

Fees and Costs Arrangement, legal, valuation + interest Arrangement, legal, valuation, insurance

Final Recommendations
If you're considering bridging finance:
1. Always request an independent valuation report early to understand true property value and likely LTV
band.

2. Ensure you have legal representation for both sides. This protects your interests and avoids costly pitfalls.

3. Be brutally clear and evidence-backed on your exit strategy. Lenders want to see documented exit

routes, not hopes or hand-wavy plans.
4. Sanity-check all fees and interest as a total percentage of the loan amount. Watch out for fees rolled
into the balance, which compound cost.

5. Avoid comparing headline bridging loan monthly interest rates directly with mortgage annual rates.

Always convert quotes into equivalent annualized costs.

Bridging loans are an essential part of the UK property finance ecosystem, especially when speed and flexibility
matter. Companies like KIS Finance and trusted brokers covered by outlets such as Iredell Free News can guide

you through nuanced pricing structures and help you secure the right product for your deal.

Understanding the why behind bridging loan vs mortgage rates lets you plan better, avoid surprises, and use

short-term finance as a powerful tool—not a costly headache.



