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Why should an investor use a STL?

The benefi ts of short term/bridging loans include:

• Any term available up to 2 years
• 1st or 2nd charge facility
• No early repayment charges (exit fees)
• Streamlined underwriting process
• Online valuations available on some products
• Allow for conversion of property
• Retained payments are available so not based on income

When should an investor use a STL?

Typical uses of short term and bridging fi nance include:

• Converting a residential property to an HMO
• Converting commercial to residential using the B.R.R.R. method
• Buying a property at auction to refurbish and flip
• Refurbishing a residential or business property
• Covering a gap in a broken property purchase chain

Below is an example of how short term fi nance can be used by investors:

Investors purchased a two-storey detached offi  ce building in Reading, built between 1930 and 1950, complete 
with gated parking spaces. The building had previously been completely commercial. The investors bought the 
property for £190,000 with a 70% LTV bridging loan (short term loan). 

Upon purchase, the investors intended to repurpose the property into two residential fl ats, a 
one-bedroom fl at on the ground fl oor and another one-bedroom fl at in the upper fl oor and loft space.

They anticipated the conversion would take 6-8 weeks and had a budget of £70,000. An initial valuation gave 
the project an estimated GDV of £380,000, which meant that the investors could anticipate recouping all money 
spent on the project upon refi nance. In addition, the anticipated rent per fl at was £10,000 per year. 

The investors planned to refi nance at the end of the project with the same lender who gave them the original 
bridging loan and to work with the valuer who gave the initial estimated GDV. That way, the lender could be 
comfortable with the GDV and the investors knew that on that basis they would be able to refi nance with a term 
facility at 75% LTV of the anticipated £380,000 value. 


