
When you receive a bridging loan quote featuring a 2% arrangement fee, it’s natural to pause and wonder: should
I push back on this cost? Understanding whether this fee is reasonable or inflated can save you thousands of
pounds—and sometimes even make or break the viability of your project.

This detailed blog post will guide you through what a 2% arrangement fee means in the context of total bridging
loan costs, why monthly interest rates are usually quoted, how loan-to-value (LTV) ratios affect pricing, and why
clarity around your exit strategy is critical. We’ll also discuss practical negotiation tips, including how a strong case
can secure better terms, and why working with specialist brokers like KIS Finance or KIS Bridging Loans can make a
real difference.

Understanding the Arrangement Fee in Context
First things first: an arrangement fee of 2% might sound high or low depending on your expectations and
experience, but it’s really only one piece of the puzzle. Arrangement fees are upfront charges lenders impose for
preparing the loan offer and underwriting the risk. However, these fees add to the total cost of borrowing and
shouldn’t be looked at in isolation.

So what’s a typical range?

Arrangement fees usually range between 1.5% and 3.5% of the loan amount, but this varies by lender, deal
complexity, and loan size.

The total cost of a bridging loan, including interest, fees, valuations, and legal costs, frequently lands
between 7% and 15% over the full term.

Because bridging loans tend to be short-term (often 6-12 months), even a seemingly modest fee of 2%
equates to a significant annualised cost.

Sanity-Checking the Arrangement Fee

One of my go-to checks when reviewing quotes is to calculate all fees as a percentage of the total loan and then
add expected interest over the term. For example, if you borrow £200,000 and pay a 2% arrangement fee, that’s
£4,000 upfront. Add valuation fees (which might be £500 to £1,500 depending on property type) plus legal fees
for both borrower and lender—usually around £1,000 each—and
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at fees north of £6,000 before interest.

Importantly, some brokers and lenders roll arrangement fees into the loan balance, meaning you pay interest on
the fee itself. This tactic inflates the effective cost, so always ask whether fees are deducted upfront or added to the
loan.

Sources like Iredell Free News have highlighted borrower stories where surprise fees compounded total repayment
costs considerably, so transparency is key.

Why Are Interest Rates Quoted on a Monthly Basis?
Bridging loans often quote interest rates as monthly percentages rather than annual percentages, which can
confuse new borrowers. Here’s why:

Short-term nature: Bridging loans typically last between 3 and 12 months, unlike traditional mortgages that
span decades.



Flexibility: Monthly rates allow lenders to charge interest based exactly on the actual loan duration.

Comparability challenges: It can be misleading to compare a 1% monthly rate directly to a 4% annual
mortgage rate without calculating the effective annual cost.

To put it simply, a 1% monthly interest rate equates (roughly) to 12% annual interest (1% x 12), assuming no
compounding. Thus, listed monthly rates often range from 0.55% to over 1.5%, translating to effective annual
interest costs of about 6.6% to 18%, excluding fees.

Watch Out for "Low Rates Available"

One pet peeve I always raise is the vague phrase “low rates available.” These can be highly conditional, often linked
to strong borrower profiles or low LTVs. Instead, focus on the exact numbers and inclusive total cost of borrowing.
KIS Finance and KIS Bridging Loans are known for their clear, transparent quotes without hand-wavy phrases.

Loan-To-Value (LTV): A Key Pricing Lever
LTV stands for Loan-To-Value and is the amount you borrow expressed as a percentage of the property’s value.
It’s critical in determining your bridging loan price and terms.

LTV Band Typical Monthly Interest Rate Arrangement Fee Range Comments Below ~55% 0.55% to 0.85% 1.5% to
2% Low risk, usually best rates, easier to negotiate 55% to 70% 0.75% to 1.1% 2% to 2.5% Standard range,
competitive but dependent on credit and property type 75% to 80% 1.1% to 1.5%+ 2.5% to 3.5% Higher risk, fees
and rates peak, lender more cautious

Note: Above 80% LTV, many commercial bridging lenders shy away or quote even higher rates and fees;
meanwhile, specialist lenders like KIS Bridging Loans may offer tailored solutions.

How LTV Affects Your Negotiation

If your loan falls in the lower LTV band (below ~55%), you hold a strong card to negotiate arrangement fees
downward or ask for some fees to be waived. Conversely, higher LTV loans carry more lender risk—so be prepared
that pushing too hard may lead to offers being withdrawn or increased pricing.

Clear and Verifiable Exit Strategy: Why It Matters
Bridging lenders always want to know how you plan to repay the loan—your exit strategy. This isn’t an annoying
formality; your exit plan directly affects your rate and fees.

Common exit strategies include resale of the property, refinance into a long-term mortgage, or sale of
another asset.

Evidence backing your plan, such as a draft sale contract, mortgage in principle, or asset sale agreement,
strengthens your case for lower rates and fees.

Hand-wavy exit strategies without documentation make lenders nervous, often triggering higher fees and
harsher terms.

Broker specialists like KIS Finance routinely help borrowers compile clear, credible exit plans, which in turn makes
negotiating the arrangement fee and interest rate more effective.

Should You Negotiate the Arrangement Fee?



Yes, you absolutely should! Arrangement fees are almost always negotiable—especially if you demonstrate you are
a low-risk prospect with a strong exit plan. Here’s how to approach it:

1. Do your homework: Understand the typical total cost for your LTV and term range. Ask your broker or
lender for a full breakdown including fees, interest, valuation, and legal costs.

2. Highlight your strengths: Show you have a strong exit strategy complete with independent valuation
reports and legal representation (for both you and the lender). This reduces lender risk.

3. Leverage multiple quotes: If you have better offers or lower arrangement fees from competing lenders, use
them as bargaining chips.

4. Ask your broker for help: Experienced brokers from firms like KIS Bridging Loans can negotiate on your
behalf to secure discounts or fee waivers.

When Not to Haggle Too Hard

If your LTV is high or your project is complicated (e.g., refurbishing a non-standard property), pushing too hard
might backfire. Sometimes it’s worth accepting slightly higher fees for peace of mind and lender willingness to step
up.

My tip: Always sanity-check the total cost over the loan term (including arrangement fee, interest, and
legal/valuation costs). If the overall cost remains competitive, paying 2% upfront may be acceptable.

Useful Tools to Support Your Case
When negotiating, come prepared with:

Independent Valuation Report: Provides an unbiased property value estimate, bolstering your LTV
calculation and exit strategy credibility.

Legal Representation: Having legal counsel representing both borrower and lender shows professionalism
and reduces lender risk perception. This can encourage better fee terms.

Working with brokers knowledgeable in these supporting documents—such as the experts at KIS Finance—can
help you anticipate lender concerns and address them head-on during negotiations.

Summary: Making the Offer Work for You
An arrangement fee of 2% on your bridging loan isn’t automatically too high, but it does warrant scrutiny.
Consider:

Your total loan cost—including interest, valuation, and legal fees—usually falls between 7% and 15% for a
typical bridging loan.

Monthly interest rates can be deceptive when compared with annual mortgage rates; always annualise for fair
context.

LTV ratio is one of the most important cost levers; lower LTV loans justify pushing harder for better terms.

Clear and evidenced exit strategies strongly improve your negotiating position.

Negotiating arrangement fees is common and advisable; brokers at firms like KIS Bridging Loans and KIS
Finance can be valuable allies.

Ultimately, don’t get hung up on the headline 2% arrangement fee alone. Pull everything together, sanity-check
your costs as a percentage of the loan, and take a holistic view of what you’re paying for and what you’re getting.



Borrowers who do this often avoid nasty surprises highlighted by sources such as Iredell Free News and complete
their projects with finance that genuinely suits their needs.

Need Help Reviewing Your Bridging Loan Quote?
If you want an honest evaluation of your fees and terms or assistance negotiating with lenders, consider reaching
out to professional brokers like KIS Finance or KIS Bridging Loans. Their experience in the specialist property
finance market can be the difference between paying too much and getting the best deal available.

Remember: In bridging finance, knowledge is power, and fees add up quickly. Protect your project and your
wallet by asking the right questions, using the right tools, and don’t be afraid to negotiate.


