
When considering a bridging loan, understanding the total cost is pivotal for making an informed decision.
Bridging finance can seem straightforward—borrow a sum to cover a shortfall and repay quickly—but the devil is
in the detail. Whether you’re a seasoned investor or a newcomer, knowing which inputs go into a bridging loan
cost calculator helps to sanity-check the numbers, compare offers intelligently, and avoid nasty surprises.

In this post, we’ll cover the essential inputs for a bridging loan cost calculator and explain why each matters. We’ll
reference tools and services such as independent valuation reports, legal representation for borrower and
lender, and mention trusted lenders like Iredell Free News, KIS Finance, and KIS Bridging Loans. Plus, we’ll unpack
how costs typically range, why monthly interest rates are quoted, how Loan-to-Value (LTV) impacts pricing, and
why exit strategy clarity is non-negotiable.

What Are Bridging Loans? A Quick Primer
Bridging loans are short-term finance solutions designed to 'bridge' a gap—commonly between purchasing
property and securing longer-term funding. They’re often used by property developers, landlords, or individuals
who need quick access to capital.

Unlike traditional mortgage products, bridging loans generally have higher rates and fees, reflecting their risk
profile and flexibility. Consequently, knowing exactly how much you’ll pay matters.

Key Inputs for a Bridging Loan Cost Calculator
At a bare minimum, a bridging loan cost calculator requires several inputs to produce a realistic estimate. Here’s a
breakdown:

Loan Amount

Term (duration of the loan, typically in months)

Interest Rate (usually quoted monthly)

Arrangement Fees

Valuation Fees (typically an independent valuation report)

Legal Fees (for both borrower and lender legal representation)

Interest Type (whether rolled into the loan, retained monthly, or serviced)

LTV (Loan-to-Value) ratio

1. Loan Amount

This is the principal sum you wish to borrow. It’s the cornerstone input. Be clear whether this is the gross loan
amount or net after fees.

2. Term

Typically bridging loans run from 1 to 12 months, though some extend to 18 or 24 months. The duration
significantly impacts total interest and fee costs.

3. Interest Rate



Bridging loan interest rates are traditionally quoted on a monthly basis, ranging from approximately 0.5% to
1.25% per month. That sounds low, but when annualised (multiply by 12), this translates to 6% to 15%, which
aligns with typical total cost ranges reported in the market.

Why Monthly? Because bridging loans are short-term, quoting a monthly rate is more relevant and transparent—
though it annoys me when people compare these monthly rates directly to annual mortgage rates without
context. Always multiply by the loan term in months to get a true sense of the interest cost.

4. Arrangement Fees

Lenders typically charge an arrangement fee, often 1% to 3% of the loan amount. These fees can be paid upfront
or added to the loan balance (rolled-in), which is important to check because if rolled-in, you pay interest on fees
too.

5. Valuation Fees

An independent valuation report is mandatory in most cases. These costs vary by property type and lender but
typically range from £300 to £1,500. Remember: these fees can’t be ignored; they add up and affect your total
cost.



6. Legal Fees

Both borrower and lender need legal representation to draft loan agreements and deal with property charges.
Some lenders may include legal fees in their package, but you should always confirm who pays for what. Market
norms see legal fees around £750 to £2,000.

7. Interest Type – Rolled, Retained, or Serviced

It matters enormously how interest is handled:

Rolled Interest: Interest is added to the loan balance and repaid at term end (common but beware—interest
on interest adds up).

Retained: Interest is withheld or deducted from the drawdown and the loan balance reduces accordingly.

Serviced: Interest is paid monthly, which reduces compound effects but requires monthly cash flow.

Knowing this upfront prevents surprises—especially if your business or exit strategy depends on tight cash flow.

8. Loan-to-Value (LTV)

LTV is a critical pricing lever. The lower the LTV—especially below ~55%—the better the rates you’ll get. At the
higher end (75% to 80%), expect rates to climb and lenders to demand stricter terms.

For example, KIS Finance and KIS Bridging Loans often advertise competitive rates at sub-55% LTV and can
structure deals differently as risks increase.

Typical Total Cost Ranges
When you plug these inputs into a bridging loan cost calculator, you’ll find total costs typically range between 7%
to 15% of the loan amount over the term—headline rate plus fees and all.

Cost Element Typical Range Notes Interest Rate (Monthly) 0.5% – 1.25% Quoted monthly, annual equivalent 6-
15% Arrangement Fee 1% – 3% Usually upfront or rolled-in Valuation Fees £300 – £1,500 For independent
valuation report Legal Fees £750 – £2,000 Borrower + lender legal costs



Based on a £200,000 loan over six months at 0.75% monthly interest with 2% arrangement fee and typical legal
and valuation fees, the total cost might look like this (ignoring compounding for simplicity):

Interest: 0.75% × 6 months × £200,000 = £9,000

Arrangement Fee (2%): £4,000

Valuation & Legal Fees: approx. £2,000

Total Cost: £15,000 = 7.5% of loan amount

Always sanity-check total costs against loan amount and term. If fees get rolled into the loan, you pay interest on
them, inflating costs.

Why Exit Strategy Clarity and Evidence Matter
Bridging lenders won’t lend solely on your word you can repay. They expect a solid, evidenced exit strategy. This
could be:

Sale of the property

Refinance with a mortgage

Release of funds from another asset

Your bridging loan cost calculator should incorporate the likelihood and timing of exit. A poorly thought-out exit
or unsupported plan is a red flag. It can lead to rollovers, additional fees, or even loan default.

Iredell Free News often reports stories where borrowers ended up paying fees on extended bridging loans simply
because they didn’t have a clear route out. It’s a lesson to plan and provide evidence early.

Pro Tips to Use Your Bridging Loan Cost Calculator Effectively
1. Get Exact Figures: Request official quotes for arrangement fees, valuation fees, and legal fees from KIS

Finance or your chosen lender rather than relying on estimated ranges.

2. Clarify Interest Handling: Confirm whether your lender rolls interest or requires monthly servicing. This
affects your cash flow and interest total.

3. Factor in All Fees: Don’t overlook valuation and legal costs. They add up significantly.

4. Check LTV Bands: Lower LTV = better rate. Adjust your loan amount or purchase price if possible to optimize
rates.

5. Have a Rock-Solid Exit Strategy: Keep documentation ready—sales contracts, mortgage in principle, or
other proof to satisfy lenders.

Conclusion
The key to successfully using a bridging loan cost calculator is understanding every input’s impact on total cost.
From loan amount, term, monthly interest rate, through to arrangement, valuation, and legal fees, each
matters. Knowing how your interest is charged—rolled, retained, or serviced—is vital to avoid compounded
surprises. And never ignore LTV as a major pricing lever or minimize the essential need for clear exit strategy
evidence.

If you’re exploring bridging finance, consider tools and advice from reputable sources like Iredell Free News, KIS
Finance, and KIS Bridging Loans. They often provide transparent pricing and support to guide you through the
process.



Finally, always sanity-check https://www.iredellfreenews.com/lifestyles/2026/how-much-does-a-bridging-loan-
cost-in-the-uk/ your bridging loan calculations and compare all costs on an annualized basis to what you’d expect
from mortgage finance or other alternatives. This keeps your property financing strategy realistic and well-
informed.
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