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West One Bridging Index
RAPID EXPANSION PROPELS VALUE OF BRIDGING INDUSTRY TO £806M IN 2011
· Filling void left by high street lenders

· Net lending risen 53% since start of 2010

· Volume of loans increased 26% year-on-year

· Property investors turning to bridging in their droves

2011 will see gross lending in bridging finance reach £806m for the first time, according to detailed projections contained the new West One Bridging Index, published for the first time today.

West One’s findings demonstrate how rapidly the bridging industry has expanded to fill the gap left by traditional high-street lenders as they have retreated from the mortgage market since the credit crunch began.

The volume of loans advanced has risen 26% year on year (to the end of August) as an increasing number of property investors have turned to the sector to finance their projects.  Gross lending rose 46% in the same period. 
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Given the short-term nature of bridging finance – the average loan term was just under 8 months in 2010 – net lending can be rather volatile as loans constantly redeem and are constantly granted.  While the market is still relatively small, a few big loans redeeming or being granted can make a big difference to net lending so the West One Bridging Index aims to assess the longer-term trend rather than one quarter’s numbers.  Net lending has expanded 53% since the beginning of 2010.
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Evidence for the demand from landlords is clear from the increasing shift in the market towards residential bridging finance and away from commercial.  In 2009, 70% of loans were granted to the residential sector.  Last year, this had risen to more than three quarters.  So far in 2011, 82% of bridging loans by volume are to residential property investors.


Duncan Kreeger explained: “Having a clear exit strategy is the most important consideration when taking out bridging finance.  Residential property has a wider range of refinancing options than commercial property.  The strong demand for accommodation means investors can be confident they can refinance easily when they are ready to rent.  Commercial property is harder to value for bridging purposes and the market is relatively oversupplied at present, making rental voids more likely and therefore exit more difficult.”
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Duncan Kreeger commented: “It is very hard to find any investments yielding a real return at present, so the bridging market is very attractive to those who finance the loans we make to our borrowers.  In line with market trends, yields are declining, increasing the value of property investment projects for the borrowers.  This is driving up the average amount they are looking to borrow.”

In line with the increasing size of the average loan, LTVs are also trending upwards.  In August, the average LTV (weighted by value) was 48.4%, up from 42.5% a year ago.
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Notes for Editors:
For further information, please contact:
James Staunton, Account Director, The Wriglesworth Consultancy, 020 7427 1404

Andy Mossack, Marketing Director, West One Loans, 0333 1234 556

About West One Loans

West One Loans is a specialist provider of short term bridging finance for residential and commercial properties.  Established in 2008, the company is now one of the biggest privately funded lenders in the UK, having completed deals in excess of £100 million to date.
The company is authorised and regulated by the FSA for unregulated collective investment schemes, 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.

Company registration number: 5385677
Index Methodology

West One analyses detailed data based on their own Management Information and industry sources to create the West One Bridging Index.  In some cases, where stated, three-month moving averages are employed to help reveal trends more clearly.
Duncan Kreeger, Chairman of West One Loans, said: “The buy-to-let market is extremely strong at the moment, with rents rising rapidly as tenants compete for homes.  To meet this demand, landlords often need to refurbish or convert properties for the rental market, but do not qualify for buy-to-let finance until there is a full rental valuation.  Bridging enables them to finance this development period.  As a result, by the end of this year, we expect the market to top £800 million pounds for the first time.”





The average size of a loan expanded to £322,000 in August, up 28% year on year as property investors tackled larger, more ambitious projects and took advantage of falling interest rates.  The average interest rate on a bridging loan declined to 1.35% per month in August, down from 1.54% a year ago.  This reflects the general decline in market interest rates.  








Duncan Kreeger concluded:  “Demand from property investors, combined with the strong credit performance of loan portfolio mean LTVs have been able to expand over the last year, but they still remain extremely comfortable.  The industry is in excellent shape to provide good returns to those providing the finance and affordable, well covered loans to those completing their property projects.”











