Bridging loans often attract headlines highlighting their seemingly eye-watering interest rates — like a 2% per
month bridging interest rate. Headlines from Iredell Free News have lately flagged the confusion borrowers
experience seeing such figures, wondering what this actually means in real cost terms. Is this finance wildly
expensive, or just standard in high risk bridging pricing? And why do brokers and lenders like KIS Finance and KIS

Bridging Loans quote monthly rates at all, instead of annualised figures familiar from mortgages?

Understanding Monthly Bridging Interest Rates

A 2% per month interest rate might feel shocking at first glance — converted naively to an annual figure, it
suggests 24% interest per year (2% x 12 months). However, bridging finance doesn't work quite the same as a
standard mortgage or long-term loan. The interest is typically charged monthly, not yearly, and the borrowing

term is usually short, often between 1 to 12 months.

This monthly quoting convention exists because bridging loans are used as quick, short-term solutions — often to
cover urgent cash flow gaps or property purchases before longer-term finance is secured. Quoting monthly
interest rates allows lenders and brokers to express cost clearly relative to the typical bridge term without

confusion from annualising a short-term rate.

High Risk Bridging Pricing: What Influences the Rate?

The reason rates cluster anywhere between 7% to 15% total cost (and sometimes come with "monthly rate in the
high twenties" for the riskiest situations) boils down to risk and loan-to-value (LTV) bands. The higher the risk

perceived by a lender, the higher the price quoted.

® Loan-to-Value (LTV): This is a key pricing lever. Conventional wisdom holds that loans below approximately
55% LTV attract the lowest rates because the lender’s exposure is limited. As LTV approaches 75% to 80%,
rates climb markedly due to increased risk.

* Borrower Risk Profile and Exit Clarity: Clear, evidence-backed exit strategies reduce perceived risk. For
example, documented sales agreements, development sales forecasts, or confirmed remortgage offers allow
lenders to price loans more competitively.

* Urgency and Complexity: Urgent bridging loan rate quotes can spike because the lender must mobilize
funds quickly, often sidelining extensive due diligence. Complex deals, especially those involving multiple

parties or legal encumbrances, also attract premium pricing.

Breaking Down a 2% Monthly Rate: What Are You Really Paying?
Let's sanity-check a typical bridging loan scenario to see what "2% per month" really means.

Loan Amount Interest Rate (Monthly) Term Total Interest Cost Fees Overall Cost as % of Loan £100,000 2% 6
months £12,000 2% x 6 x £100,000) £3,000 (valuation + legal fees) 15%

Key point: Although monthly interest appears modest, added fees like valuation reports and legal representation
for borrower and lender push the effective cost above headline interest. Since many borrowers roll fees into the

loan balance, they then pay interest on those fees too — compounding the expense.

Independent Valuation and Legal Representation Costs



Any bridging loan arranged through professional brokers or lenders, such as KIS Finance and KIS Bridging Loans,
will require an independent valuation report. This report gives the lender a current market value of the asset

securing the loan and typically costs anywhere from £300 to over £1,000 depending on property type and
location.

Additionally, the borrower and lender must each have legal representation to ensure the transaction adheres to

legal standards and protection of their respective interests. Legal fees can vary widely, but expect £1,000 to
£2,000 or more for typical bridging loan completions.
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Ignoring these can lead to unpleasant surprises — for example, a 2% monthly interest rate might seem acceptable,
but add £1,500 valuation and £2,000 legal fees and the total cost of borrowing can easily tip from a reasonable
12% up toward 15% or beyond over a 6-month term.

Why Exit Strategy Clarity Matters



Lenders and brokers like those at KIS Finance emphasise clarity and evidence around your exit strategy. This is

pivotal both in loan approval and in achieving competitive pricing.

Examples of Valid Exit Strategies

1. Sale of Property: Signed sales contract on the security property or related asset.
2. Refinancing: Documented mortgage offer or agreement in principle.

3. Development Completion: Clear sales projections and pre-sales agreements for property developers.

Without documented exit plans, lenders price in additional risk — for example, the risk you will be unable to repay
on term expiry increases. This pushes rates higher, sometimes into the "monthly rate in the high twenties"

percentile for the iredellfreenews riskiest loans.

Putting It All Together: Typical Total Cost Ranges

Compiling all components, here's a simplified overview of what typical bridging loan total costs look like, based on

loan size, term, and risk profile:

LTV Band Typical Monthly Interest Rate Typical Fees (Valuation + Legal) Term Total Cost Range (as % of Loan)
Notes Below 55% 0.6% - 1.2% £1,000 - £3,000 3 - 12 months 7% - 10% Lowest risk and pricing band 55% - 75%
1.2% - 1.8% £1,500 - £3,500 3 - 12 months 10% - 13% Standard pricing band 75% - 80% 1.8% - 2.5% £2,000 -
£5,000+ 1 - 12 months 13% - 15%+ High risk bridging pricing, urgent bridging loan rate may apply Above 80%
Above 2.5% £3,000+ Typically shorter term 15%+ Often monthly rate in the high twenties possible

Final Thoughts: What Borrowers Should Watch Out For

¢ Don’t Compare Monthly Bridging Rates Directly with Annual Mortgage Rates: This is a classic mistake.
Bridging loans are short-term and monthly interest rates must be understood in context, not annualised
naively.

¢ Always Sanity-Check Fees: Valuation, legal fees, broker fees can easily add several percentage points to your

"headline" rate.

* Check if Fees Are Rolled Into the Loan Balance: Paying interest on fees increases total cost — negotiate to
pay as upfront if possible.

* Demand Clear Evidence of Exit Strategy: Lenders will price lower if you demonstrate clear plans to repay,

reducing your total cost of finance.

For those navigating urgent bridging loan rate quotes or evaluating high risk bridging pricing, working with
established lenders and brokers — such as KIS Finance and KIS Bridging Loans — and ensuring independent

valuation and proper legal representation can save both money and stress.

Remember: the headline “2% per month” is just the starting point. The real cost depends heavily on loan specifics,

term length, fees, and your exit plan clarity. Always run the numbers carefully before committing.
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