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BRIDGING LENDING
BREAKS £3.5BN BARRIER
AHEAD OF NEW
REGULATORY REGIME
• GROSS BRIDGING LENDING
TOPS £3.5BN IN 2015

GROSS
BRIDGING

• STRENGTHENING COMMERCIAL
PROPERTY MARKET AND RISE IN
AUCTION SALES FUEL GROWTH

LENDING
TOPS IN 2015

to grow due to flexible underwriting that considers
cases on an individual basis and a greater appetite for
lending on commercial projects than that exhibited by
the high street banks.
There has also been a significant growth in the
number of properties sold at auction in 2015,
supporting the upswing in bridging. In the last two
years alone, the total value of properties sold at
auction has risen by approximately £800m. Buyers
will typically turn to bridging if they need to raise
capital for their purchase as high-street banks are
unwilling to lend for auction purchases.

Gross annual bridging lending has broken through the
£3.5bn barrier in 2015 according to the latest West
One Bridging Index.
This annual lending figure equates to £13.9m worth of
transactions each working day in 2015.

The incoming regulation from the EU’s Mortgage
Credit Directive (MCD) should help lift future growth.
The new rules mean that some bridging loans will
now be regulated by the FCA, namely those which
are secured on an individual’s home or are not
predominantly for business purposes. These will fall
under the new MCD led rules, as will certain buy to
let related finance particularly the new category of
consumer buy-to-let loans. As more bridging products
become regulated, the sector’s reputation will be
enhanced, with more demand from FCA-regulated
brokers. The new rules should encourage lenders to
remain responsible, while also raising the sector’s
profile. Borrowers applying for regulated bridging
loans will also feel more secure due to the increased
protection provided by the new legislation.

The bridging sector is now expanding significantly
faster than the mainstream mortgage market, which
only grew 8% in the whole of last year according
to the Council of Mortgage Lenders. But despite
the growth, the bridging sector is still only worth
approximately 1.5% of the traditional mortgage sector
which was valued at £220bn in 2015, meaning there
is plenty of scope for further expansion.
The growth in short-term finance is part of a fiveyear trend, which began with economic recovery,
post-recession. The current housing crisis has led to
demand for properties easily outstripping supply, with
house prices rising 6.7% in 2015, according to
the ONS.

Gross Bridging Lending (£ billions)

£4.0
£3.5

£2.5
£2.0
£1.5

£1.6

£1.7

£3.5

£2.3

£2.1

£2.0

£1.9

£3.2

£2.9

£2.5

£3.0

£1.3

£1.0

2012

2013

2014

2015

Oct - 15

Dec - 15

Jun-15

Aug-15

Apr-15

Feb-15

Oct-14

Dec-14

Jun-14

Aug-14

Apr-14

Feb-14

Oct-13

Dec-13

Jun-13

Aug-13

Mar-13

Dec-12

£0.0

Jun-12

£0.5

Sept-12

However high-street mortgage lenders have been
reluctant to increase their short-term and commercial
lending after the recession. While commercial
property prices have increased 21% since their
trough in 2013, bank lending to property firms is still
only around £135bn – just over half its value in 2009
according to MSCI. The bridging sector has been able

GROSS BRIDGING LENDING (£ BILLIONS)
Annual Gross Bridging Lending (billions)

A significant component of the housing crisis has
been the shortage of land available for development
especially in London and the South East due to
current greenfield restrictions. This has driven
redevelopment and conversions of any available
properties in the capital with permitted development
rights. These projects often require short-term
financing during conversion.

TYPICAL

BRIDGING
LOANS HAVE

RISEN TO

With an enhanced reputation, the bridging industry
should maintain its impressive growth rate through
2016, with a potential boost in demand for bridge-tolet finance before April’s impending Stamp Duty hike.
Borrowers may turn to bridging loans to ensure their
purchases are completed before the deadline.

£984k

DUNCAN KREEGER,
DIRECTOR OF WEST ONE LOANS, SAYS:

AVERAGE BRIDGING LOAN SIZE

Average Bridging Loan Size
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“Bridging is known for its speed, so it follows
that short-term finance is easily outpacing the
mainstream mortgage market. Bridging lenders
are flourishing with an enhanced reputation
for providing an excellent service. Borrowers
are turning to short-term finance because it
offers much faster time to completion than
high-street lenders. As bridging loans have no
minimum term and no exit fees, the flexibility
is particularly appealing to some borrows.
Commercial developers have turned to bridging,
as bridging’s emphasis on security means that
the sector will provide loans when traditional
banks are reluctant. As the demand for fast
finance looks set to rocket, an increasing
number of borrowers will turn to bridging in
2016. Brokers who have previously never
considered short-term finance for their clients
are finding it increasingly harder to ignore.”
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2015 was a brilliant year for the bridging sector,
with an explosion in demand for short-term
finance. The sector ended the year on a high,
breaking through the £3.5bn barrier, a welcome
reward for all the hard work in our industry. This
pace of growth looks set to continue into 2016,
as we expect to pass the £4bn milestone in
the not-too-distant future. Despite its growth,
bridging remains a relatively alternative product,
so there is still plenty of room for expansion,
especially as new regulation drives future
growth.

TRENDS IN THE BRIDGING INDUSTRY
The size of the typical bridging loan has risen to
£984,000 in December, up from £747,000 six months
ago as multi-million pound deals become and ever
more regular occurrence. This growth is largely
attributable to bridging loans being used for bigger
development projects where time is an issue such as
to secure sites and sales.
In the same time period, the average first charge
loan-to-value ratio has increased slightly from 49.5%
up to 50.1%. This stability demonstrates the sector’s
commitment to responsible lending.
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“

DUNCAN KREEGER, ADDS:

“

While there has been a general trend in the
industry towards larger loans, the current
upswing in the average loan size is only a shortterm trend.
The volume of loans actually decreased slightly
in the final two months in the year due to a
dip in demand for smaller loans. This inflated
the average loan size, so we should see a
correction at the start of 2016. The expected
demand from smaller bridge-to-let borrowers
could also reduce the typical loan size.

BRIDGING

SECTOR

“But it’s still reassuring to know that even when
the typical loan size approached £1m, lenders
remained responsible, maintaining the average
LTV first charge ratio.”

CONTINUES TO OFFER

1.16%
IN MONTHLY
RETURNS

BRIDGING
INTEREST RATES
Average interest rates have remained competitive
throughout 2015, finishing the year at 1.16%. This
marks the sixth consecutive month that average rates
have stayed below 1.2%.
Rates have remained stable due to the
competitiveness of the industry, which has seen a
significant increase in the number of new lenders in
the last 12 months. As the Bank of England continues
to keep the base rate at 0.5%, this stability should
continue through 2016.
From an investment perspective, the bridging sector
continues to offer consistent returns. The industry
has long outperformed Government bonds, offering
a monthly return of 1.16% in December, compared to
just 0.16% offered through gilt yields.
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DANNY WATERS,
CHIEF EXECUTIVE OF ENTERPRISE
FINANCE, CONCLUDES:

“

The influx of new lenders into the bridging
sector during 2015 should be welcomed as
a sign that the industry is thriving. There are
always healthy returns on offer for those who
choose to invest. The increased competition will
help keep lenders on their toes, ensuring that
they offer borrowers the best deals possible
combined with excellent service. Due to the low
interest rates on offer, we should expect this
rapid rise in demand for bridging products to
continue and more lenders may join the sector.
“With global markets making a shaky start to
the New Year, the bridging industry offers a
fantastic opportunity for investors to shelter
their capital during the economic turbulence.
As the construction sector looks set to expand,
supported by the Government’s house building
agenda, investing in bridging should offer
excellent returns on investment in 2016.”

BRIDGING INDEX METHODOLOGY
West One analyses detailed data based
on their own Management Information and
industry sources to create the index. In some
cases, where stated, three-month moving
averages are employed to help reveal trends
more clearly.
In May 2013, the West One Loans Bridging
Index was recognised by Wikipedia as a key
measurement tool of the UK Bridging industry.
The commentary provided in this piece are
opinions only and should not be depended on
as financial advice.
ABOUT WEST ONE LOANS
West One Loans is a specialist provider of shortterm bridging finance for residential and commercial
properties. Established in 2005, the group is now
one of the biggest privately funded short-term
secured lenders in the UK, having completed deals
in excess of £1bn to date.
West One Loan Ltd is a founder member of the Association of
Bridging Professionals, patron of the National Association of
Commercial Finance Brokers and member of the Association of
Short Term Lenders.
West One Loans would be grateful for any hyperlinks you could
provide. For ease, we’ve provided these links: West One Loans
short-term loans or, preferably, bridging lender which you can copy
and paste directly into the articles.

Director Duncan Kreeger is
available for interview and
comment on a variety of
industry-related topics.
Please get in touch for
more information.
Daily figures based on working days
per year (253 in 2015)
For further information,
please contact:

BARNEY MCCARTHY,
INSTINCTIF PARTNERS

020 7427 1405
DUNCAN KREEGER,
DIRECTOR, WEST ONE LOANS

0333 1234 556

West One Loan Ltd is authorised and regulated by the Financial
Conduct Authority. Firm Reference Number: 510024. Certain types of
loans are not regulated, for example loans for business purposes or
certain buy-to-lets.
West One Loan Ltd is registered with the Information Commissioners
Office. Registration Number: Z2651210.
West One Loan Ltd is registered in England and Wales. Company
Number: 05385677. West One Capital is an unregulated subsidiary of
West One Loan Ltd, and is registered as a limited company in England
and Wales. Company Number: 08880521. Registered Office Address:
3rd Floor, Premiere House, Elstree Way, Borehamwood, Hertfordshire.
WD6 1JH.
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