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You’ve found the perfect 
property and need to get 
things sorted quickly!  Bridging 
Finance could be the best way 
to achieve your goal.
Bridging is a highly specialised 
area and therefore it is vital 
that you have the best in the 
business helping you along to 
make the whole process as 
simple and as straightforward 
as it can be. 
 
With over 30 years’ 
experience, GWlegal is a 
leading national law firm and a 
bridging legal expert. The firm 
is a prolific player in the legal 
property market and has been 
bestowed with many awards 
including most recently “Best 
Legal Service Provider” at 
the Your Mortgage Awards 
and “Business Leader 
in Conveyancing” at the 
British Mortgage Awards.

By trusting your bridging 
to GWlegal, you’ll get:

• The whole process   
 explained from the start

• Friendly and knowledgeable  
 staff who are available  
 for extended hours  
 (9:15 – 5:15pm Mon - Fri) 

• Regular updates by  
wphone and/or in writing,  
was your case progresses

• Fixed costs, so no nasty 
 hidden surprises

With the help of this brochure, 
we’ll take you step-by-step 
through your bridging journey.  

This brochure explains what 
happens in the conveyancing 
process, outlining what you 
need to do and what we’ll do for 
you as well as highlighting the 
risks involved.
 
We appreciate that there is a 
lot of information to take in, but 
please take the time to read it 
all. It could be instrumental in 
helping you complete sooner.

What you can expect 
from GWlegal
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What is Bridging?

A bridging loan, or short-term 
loan as it is often known, is 
a method of refinancing a 
property or financing the 
purchase of a property for a 
short period of time, typically 
until the buyer receives an 
anticipated inflow of cash such 
as the sale of their existing 
property.  

In other words, this short term 
secured loan ‘bridges the gap’ 
until the buyer is in a position 
to finance the purchase in a 
more standardised manner 
(e.g. with a standard mortgage).

When would I take out a 
Bridging Loan? 

For the right client, in the right 
circumstances, bridging can be 
a valuable funding tool. There 
are many situations where 
bridging could offer a suitable 
alternative. 

Short term loans are used for 
a number of reasons. These 
range from conventional 
bridging, which is where 
a homeowner wishes to 
purchase a new home but is 
unable to sell their current 
property, to auction finance or 
business loans.

Short term loans are generally 
suited to borrowers who want 
money quicker than can be 
obtained from mainstream 
lenders such as banks and 
building societies, or where 
they will not lend due to the 
current state of the property 
e.g. where it needs a kitchen 
or bathroom installed to make 
it habitable, or due to their 
underwriting criteria.

As the name implies, the loans 
are only suited to those who 
need the money for a short 
time. They are not suitable as 
a replacement for long term 
finance. The most important 
aspect of taking out a short 
term loan is making sure you 
can repay it by the due date.
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If you do not have a viable 
exit strategy, or think that 
there is a strong risk the 
planned exit will not work, you 
should consider very carefully 
whether to proceed. You will 
be at considerable risk of 
losing the property if you fail 
to repay the loan at the end of 
the term.

Secured loans and Law of 
Property Act (LPA) Receivers 

When you take out a bridging 
loan, you need to provide 
the lender with some form 
of security in addition to 
your promise to pay. For the 
purposes of a bridging loan, 
the security offered will be a

The Risks: Explained

GWlegal advises anyone 
considering a bridging 
loan to be fully aware of the 
risks involved and have a 
realistic exit strategy to 
minimise the total cost.

legal charge i.e. a mortgage 
against your land or property. 
 
Although the land or property 
remains in your possession, 
and you continue to enjoy the 
use of it, the lender can take 
steps to repossess it if any of 
the following occur:
 
• You do not pay the interest  
 due at the agreed time
 
• You fail to repay the loan by  
 the end of the term, and/or
 
• You breach your agreement  
 with the lender in some   
 other way e.g. you let your 

property out without consent. 

In some circumstances 
the lender may not wish to 
repossess the property e.g. 
there is a slump in the market. 
If this is the case, the lender 
has the right but not the 
obligation to appoint an LPA 
Receiver who will then manage 
the property on its behalf.   

An LPA Receiver has such 
powers as the right to sell or 
receive an income from the 
property e.g. find tenants to 
reside in it. 
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The Risks: Explained

Should you find yourself in 
this position, it is essential you 
contact your lender as quickly 
as possible to advise them 
of your situation and agree 
a course of action. Avoiding 
contact will make matters 
worse; where there is no 
dialogue; lenders have no real 
alternative but court action.

Arrears and Repossessions

Should you find that you 
are unable to make your 
repayments under the loan 
agreement and fall into 
arrears, it is likely you will incur 
further fees and charges.

Arrears fees may be a set 
monthly charge, an amount 
per missed payment or an 
amount for each month the 
loan is in arrears. You may 
also be charged if the lender 
has to chase a payment or if 
the payment bounces. This 
should all be explained to you 
and set out in writing as part 
of your loan agreement.

If you fail to keep up your 
payments, repay your loan 
on time or breach a condition 
of your loan, the lender can 
commence legal proceedings 
to repossess whichever 
property or properties the 
loan is secured against (even 
your own residential home). 
Once the lender gains a 
possession order from the 
courts it can then seek to 
obtain an eviction order to 
make you leave the property. 
The lender can then sell the 
property in order to recover 
the money you borrowed plus 
any additional costs incurred 
in recovering the money and 
any accumulated interest and 
charges.

While the property does not 
become the lender’s it does 
acquire the right to sell it. 

If you have more than one 
mortgage the lender will use 
the sale proceeds to pay off 
all or as much as possible of 
the mortgage debts owed. 
Any surplus left over will be 
passed to you. 

If the sale proceeds of the 
property are not enough 
to repay all of the amounts 
owed, the lender can pursue 
you through the courts for the 
shortfall. This is particularly 
important to bear in mind 
when you have other assets 
e.g. your own home that has 
not been used as security for 
the mortgage as a charging 
order can be placed against 
these by the courts and an 
order of sale can be obtained.
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The Process

Starter for 10 . . . 

Now you are fully aware 
of the risks involved with 
bridging loans, it’s time to 
start your journey. It may look 
complicated but, don’t worry, 
you’ll be the owner of your 
property before you know it.
 
Before we get started, there 
are a few things we need to 
check off the list. Given the 
risks associated with taking 
out a bridging loan, it is 
essential to make sure you 
can afford the repayments 
from the start.  

There are a number of things 
to consider to ensure you can 
afford to take out a bridging loan 
and your Introducer will be able 
to explain them in full detail.  
 
Please be aware we are not 
authorised to give financial 
advice. The information 
throughout this brochure is for 
your general understanding. 
If you require any further 
information or have any 
questions regarding the 
financial aspects of short term 
loans you must consult your 
Introducer.
 

The APR reflects the true cost 
of the loan and includes all of 
the interest together with any 
other charges. This may make 
it easier for you to compare 
the true cost of borrowing 
between different lenders for 
the same loan amount and 
term.

Generally speaking, the 
shorter the term of the loan 
the higher the APR is likely to 
be because there is less of a 
period to spread the cost of 
charges and fees.
 
 
 
 
 
 
 
 
 
 

Most short term loans are 
on a fixed rate basis. This 
means the interest you are 
charged remains the same 
throughout the term of the 
loan so you know exactly how 
much you are required to pay 
each month and can budget 
accordingly.

It is possible to get a short 
term loan on a variable rate 
basis. Having a variable rate 
means the amount you are 
charged can rise and fall each 
month. It is advisable that you 
check what basis the loan is 
set on i.e. the Bank of England 
base rate.

However some fixed and 
variable rate loans can have 
the rate changed if you do not 
repay the loan on time, fail to 
make payments on time or 
breach your agreement in any 
other way.

It is important to ensure you 
request the right length of 
term at the outset as failure 
to repay the loan on time may 
incur additional costs. Selling 
a property and refinancing 
arrangements often take 
longer than you think so it is 
usually best to build in some 
leeway into the term.

Short term lenders do not 
generally charge extra for 
having a longer term at the 
outset, but you will need to 
check if there are any charges 
for repaying the loan before 
the end of the term.

If you have any further 
questions, please speak to 
your Introducer.

Annual Percentage 
Rate (APR)

Fixed vs. Variable Choosing the term 
of your loan
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Frequently Asked Questions

Why is the interest rate on a 
bridging loan higher than a 
standard mortgage? 

The interest rate on short 
term loans is generally higher 
than that of long term loans 
because short term finance is 
provided to meet a particular 
short term need, and a 
bridging lender does not enjoy 
the benefit of receiving interest 
for long term use of its money. 
The bridging lender is also 
offering a bespoke service 
and has to operate at speeds 
and levels of service which the 
longer term lenders cannot 
match. The costs incurred by 
bridging lenders therefore 
tend to be higher than those of 
long term lenders in order to 
provide the service required. 

How do I pay the interest 
due on my loan? 

There are three basic methods 
which bridging lenders use 
for borrowers to pay the 
interest due on the loan: 
paying monthly, retained 
interest and rolled up interest.

Paying monthly is, as it 
suggests, where you pay the 
interest due each month.

Retained interest is where 
you borrow the interest 
payments due on the loan in 
addition to the loan amount 
you require. The extra 
amount is held by the lender 
(retained) and used to meet 
your monthly payments. 
You may be required to pay 
interest on the amount of 
interest payments retained.
Rolled up interest works 
by adding the interest due 
each month to the loan 
balance. Interest is calculated 
each month based on the 
balance then outstanding 
i.e. interest on the interest. 

 
There are various 
combinations of these 
approaches available in the 
market. Some lenders offer the 
opportunity to retain interest 
for only part of the loan e.g. six 
months of a nine month loan. 
This approach is sometimes 
used when a borrower believes 
he will definitely be able to 
repay the loan within, say, 
six months but wants the 
flexibility of having a bit longer 
if need be. The borrower will, 
however, need to make sure 
they can make the payments 
for the other three months 
if they cannot repay after 
the retained period ends.

When do I have to repay 
the loan? 

Generally the loan will need 
to be repaid by a set date 
i.e. the term. This is often 
referred to as redemption. 

It is your responsibility to make 
sure you can repay the loan on 
or before the end of the term. 
You should only enter into the 
transaction if you are confident 
that you will be able to achieve 
this. Remember failure to do 
so can result in action being 
taken against you, further 
costs and fees being added to 
your loan and, as a last resort, 
repossession of the property.

Typically loans are repaid 
either by the sale of the 
property the loan is secured 
against or refinancing the 
loan with another lender. 
It is important to consider 
the risk that you may not be 
able to achieve your planned 
exit (redemption) in the 
required timescale before 
committing to the agreement.
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Frequently Asked Questions
What happens if I am not able 
to repay my loan at the agreed 
time? 

Sometimes things do not 
go according to plan and 
you may find yourself in a 
position of not being able to 
repay your loan at the agreed 
time. The important thing 
is to contact your mortgage 
lender as soon as possible 
to discuss your position. 

Lenders will generally look to 
reach sensible arrangements 
with you and extend your 
loan term unless there are 
specific reasons why they 
cannot extend on your 
particular circumstances.

You should be aware that 
there may be additional costs 
and charges incurred if you 
do not repay on time. Many 
Bridging lenders charge fees 
for extending the term or for 
failure to repay on time. It is 
therefore possible that the 
lender may also increase the 
interest rate when this occurs.

What if I already have a 
mortgage on my property? 

It is possible to have more 

than one mortgage on a 
property. The later, second 
mortgage is often referred 
to as second charge or 
secured loan lending.

The charge is still a 
mortgage and should not 
be treated differently. 

A charge will be referred to 
as a first charge (your first 
mortgage), second charge 
(your additional mortgage), 
third charge (a third mortgage) 
etc. The number of the 
charge i.e. first, second etc. 
generally determines the 
order in which the lenders 
have the right to any money 
from the sale of the property. 
There may be circumstances 
where this is changed due 
to deeds of postponement 
where one lender agrees to 
postpone the priority of their 
charge in favour of a ‘later’ 
charge by another lender.

This does not change the 
fact that you will still owe the 
lender the money and they 
can still seek repossession 
or hold you personally 
accountable for any shortfall 
if the property is sold 
for less than you owe.

Some lenders restrict the 
right of a borrower to have 
a further mortgage and so 
it may not be possible to 
obtain a second or third 
charge mortgage even where 
there is sufficient equity in 
the property without your 
first mortgagee’s consent.

What if my partner wants the 
loan and I do not? 

Sometimes a person may 
want a loan but their partner 
does not. One person 
may pressurise the other 
to take the loan. Lending 
companies do not want to 
lend when this happens. 

Can I change my mind and 
cancel the loan? 

You have the right to cancel 
your loan application up until 
the time we request the funds 
from the lenders. However 
if we have already given an 
undertaking to meet the 
lender’s solicitor’s fees, these 
will still be payable whether or 
not completion takes place.

Some lenders do include 
facility fees which are payable 
whether or not you proceed 
with finance. Check the terms 
of your facility very carefully 
before signing and returning 
it as at this stage you are 
committed. Cancelling before 
this may mean that you 
are liable for fees that have 
not yet been paid such as 
solicitor’s fees and any other 
fees you have agreed to.
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Glossary
Annual Percentage 
Rate (APR) 

The rate you will be 
charged including the 
total interest payable.

Arrangement fee 
 
The fee payable to your lender 
for setting up the mortgage.

Arrears fees 

The charges payable if you fail 
to make payments on time.

Default 
 
Failure to meet the terms of the 
mortgage e.g. miss a payment.

Exit fee (or loan repayment fee 
/ redemption charge) 

The fee payable to your lender 
when the loan is repaid.

Facility fees 

The fee payable to your lender 
for arranging the loan.

Introducer (Broker 
or Intermediary) 

The term used to describe 
your financial/mortgage 
adviser who has “introduced” 
you to our services.

Introducer arrangement fee 

The fee payable to your 
Introducer for the services 
they provided e.g. finding 
you a mortgage rate.

Legal fees on redemption 
 
The fee payable to the lender to 
cover the cost of its legal fees 
for redeeming the loan. This is 
usually based on a set scale.

Loan to Value (LTV) 

Loan to value (LTV) refers to 
the amount of money the 
lender is prepared to loan 
you against the value of the 
property e.g. If the property 
is valued at £250,000 and 
the lender lends £200,000 
the loan to value is 80%.

Generally, lenders will either 
use an ‘open market valuation’ 
or a ’90 day sale’ (sometimes 
known as forced sale) value.

Mortgage administration 
repayment charge 
(Redemption fee or 
Deeds release fee) 

The fee payable to cover the 
lender’s cost in dealing with 
the repayment of your loan.

Open market valuation 

The ‘open market valuation’ 
is based on the price the 
surveyor believes the 
property can achieve if
marketed and sold in the 
normal manner. The surveyor 
will generally comment on 
the demand for the type of 
property and likely selling time. 
This may be lower than the 
estate agent’s and your view 
of the value of the property.

 
 
 
 

Procuration fee

The commission paid by the 
lender to your Introducer for 
introducing business to them.

Telegraphic transfer fee 

The fee payable by you to 
lender for transmitting the 
loan electronically to your 
solicitor’s bank account.

Valuation fee 

The fee payable by you to 
cover the cost of a survey to be 
carried out on the property 

Valuation insurance 

This covers the lender and 
any difference between 
sale price (in possession) 
and original valuation.

90 day sale 

The ’90 day sale’ value is 
based on the price the 
surveyor believes could be 
achieved if the property had 
to be sold within 90 days. 
This is often lower than 
the ‘open market’ value. 
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📞 0345 373 3737
➡ gw.legal

If our dedicated team of experts can offer any 
assistance we’d be delighted to hear from you

GWlegal | 20 Chapel Street | Liverpool | L3 9GW

✔ facebook.com/GWlegalUK

twitter.com/GWlegal

instagram.com/GWlegal

pinterest.co.uk/GWlegalUK

We’re a social bunch...

GWlegal is indebted to the 
Association of Bridging 
Professionals for allowing us to 
reproduce parts of their literature in 
this Guide.

0184/027/141222

GWlegal is the trading name of GW LAW LTD who are registered in 
England & Wales under company no. 09837891. 

Registered office as above where a list of members is open for inspection. Authorised and                                
regulated by the Solicitors Regulation Authority under number 636375. Calls charged at national rate.
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