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Bridging Finance vs Development Finance

For larger or more specialist property projects, standard borrowing is not always enough. Two funding routes that
often come up are bridging finance and development finance. While they are sometimes mentioned together, they are built for different
purposes.

Bridging finance is usually short-term borrowing designed to help cover a gap. It is often used when speed matters, such as buying a
property before selling another one, purchasing at auction, or securing a property quickly before arranging longer-term finance.
Development finance is usually designed for building or major refurbishment projects. It is more structured and is often released in stages
as work progresses.

Typical uses
Bridging finance may be used for:

(] Auction purchases

(] Chain breaks

(] Short-term property purchases
(] Quick access to funds

(] Properties that may not qualify for standard mortgages immediately

Development finance may be used for:
(] New-build projects
[ Major conversions
(] Heavy refurbishment
(] Multi-stage construction works

(] Larger-scale project delivery

Key differences

The main difference is purpose.

A bridging loan is often about speed and temporary funding.

Development finance is more about structured project funding, with staged drawdowns and closer review of budgets, costs, timelines,
and end values.

Important things to assess
Before using either route, it is important to review:

®  Total borrowing required

(] Project timeline

®  Repayment or exit strategy

(] Interest structure and fees

(] Whether the lender releases funds in stages

(] How delays or cost overruns would be handled

(] Whether professional support is needed during the project

Risks

These products can be useful, but they are not casual, low-drama borrowing. They usually sit in a more specialist part of the market and
can become expensive if the project slips.

Risks can include:

(] Higher overall funding costs
®  Tight timelines
®  Pressure on the exit strategy
(] Additional fees

(] Delays affecting profitability or affordability

Who each route suits

Bridging finance may suit experienced borrowers needing fast access to short-term funds.

Development finance may suit property developers, self-builders, or investors carrying out substantial works with a clear budget and
delivery plan.
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Conclusion
Bridging finance is usually best seen as a short-term tactical tool. Development finance is more of a structured
project funding solution. Both can be valuable when used properly, but both need careful planning. The key is
making sure the funding product matches the project type, timescale, and exit plan. Get that wrong and the
numbers can turn ugly fast.




