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Bridging Loans



Bridging Loans: Making the Move to a New Home Easier
Bridging loans are financial tools that help you buy a new home before selling your
current one, making the transition between properties smoother and less stressful.

Here’s how you can get a bridging loan and how we can help you through the process.

What Are Bridging Loans?
Bridging loans give you the money you need to buy a new property before you’ve sold
your existing one. They "bridge" the gap between these two transactions.

Key aspects of a Bridging Loan - Assessing Your Eligibility

1.

Financial Stability: Lenders want to see that you have a steady income and can
cover mortgage payments for any debt left after the bridging period, i.e. the final
loan that will continue once your current home has sold.

Equity: You need to have enough equity (the value of your home minus what you
owe on it) in your current property. Lenders usually require a certain percentage of
equity to reduce their risk.

Saleability of Your Current Property: Lenders will complete a valuation on your
current home to confirm it's estimated sale value. They consider its location,
condition, and what similar properties in your area are selling for. Lenders also
usually discount the current value of the property when considering bridging loans
by up to 15% to factor in any potential market fluctuations and other sale costs.
New Property Purchase: Lenders may ask for details about the new property
you’re buying, such as the purchase price, settlement date, and any sale conditions.
Bridging Term: Generally, lenders will allow a bridging loan term of 6-12 months.
This means that you would need to sell your current home within this time. During
the bridging term, generally all interest is capitalised (added to the final loan at the
end of the bridging term) during the bridging period so no repayments may be
required during this time.

Costs: A bridging loan is usually at a much higher interest rate than a standard
home loan and may also have additional upfront costs to obtain. These costs and
interest charges need to be factored in when assessing your eligibility for a
bridging loan which usually comes down to having sufficient equity in your current
home.

Using the Bridging Loan

Bridging loans should be used specifically to buy a new property while waiting to sell
your current one. Be ready to provide details about how you’ll use the loan, including
the new property’s purchase price and related costs.



Transition Period

During the transition period, when you own both properties, banks calculate this time
differently, which can affect the cost and complexity of the loan. Understanding how
your bank calculates this period is important.

Bridging loans provide a flexible and convenient way for homeowners to upgrade

or downsize in what is often a busy real estate market without the need to have a
'subject to sale clause'. It is important however to get the numbers right to ensure
this is a feasible option for you.

Contact us today to learn more about how we can help you with bridging finance
and explore new opportunities in the property market.

Example Scenario:
Alice and Chris, a couple looking to upsize, have found their dream home however
they needed to sell their existing home to finance the new purchase.
A bridging loan in this scenario would look a little like this:

v’ Existing property value $980,000 - shaded to $833,000 (15% buffer)
Existing home loan $375,000
New Home Purchase Price $1.15m + Costs $70,000 (e.g. Stamp Duty)
Funds required after settlement (for renovations/kept as a buffer) $20,000
Interest capitalised over 12 month bridging term (no repayments) $88,000
Peak debt = $1,703,000 (total of all of the above except existing home value)
Peak security (current home plus new home) $2,130,000
Maximum loan to value ratio for peak debt is 80% of the peak security
End debt (once existing home sold) of $782k calculated as follows:
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e $1.24m funds required (purchase price plus $70k costs plus $20k buffer)
o Less $458k sale proceeds ($833,000 shaded sale value for current home
less $375,000 current home loan)

Disclaimer: The information provided on this page is for general informational purposes only and does not constitute specific advice.
While we strive to keep the information up to date and correct, we make no representations or warranties of any kind, express or
implied, about the completeness, accuracy, reliability, suitability, or availability with respect to the information, products, services,
or related graphics contained on this page for any purpose. Any reliance you place on such information is therefore strictly at your
own risk. For personalised advice, please contact a qualified professional.



Contact us

resultshomeloans.com.au

Nadia Davison
Email: ndavison@cr.com.au
Phone: 0447 248 115

Office
Email: loans@cr.com.au
Phone: (03) 9569 5676

Office address
612 Warrigal Road East,
Malvern VIC 3148

Postal address
PO Box 82, Gembrook VIC
3783

Connect with us
Facebook: /Resultshomeloans
Instagram: /resultshomeloans
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