
COMMERCIAL 
PROPERTY LENDING

Too often borrowers are taken by 
surprise when a lender fails to see a 
property purchase the way they do.

Typically a borrower will look at a 
property transaction from every angle 
bar that of the lender. 

Here are a few of the common issues 
that arise and tips around them.
Property Class
As a general rule of thumb most 
lenders are comfortable with A and B 
class of property. The challenges tend 
to occur with C & D.

Check how the lender sees the class 
of property you are acquiring.

The main reason that lenders have 
different criteria comes down to how 
simple it would be to re-sell or how 
simple it would be to take possession 
at all.

Repossessing a church is difficult, 
alternative uses for swimming pools 
are few and closing a care home is 
bad PR. 

The class of property being 
purchased will drive LTV, rate and 
choice of lender.
Location
Too often issues with the location of 
the new property are only raised at 
the point of valuation.

Open your eyes, google search and 
look at what surrounds the new 
property.

Many mainstream lenders will have 
limited appetite to lend to properties 
next to pubs, food outlets or to flats 

above takeaways. Have a look at the 
surrounding area to ensure you don't 
spend on legals and surveyors only to 
see the loan fail for something you 
already knew.

If the property location is an issue 
then there will be a lender available, 
however don't approach lenders who 
would never do the deal to start with 
as this will only make borrowing 
elsewhere unnecessarily more 
difficult.
Rental Cover
The biggest differentiator between 
lenders is the level of rental cover 
required.

For investment properties the rental 
cover required varies hugely. Ratios 
vary from being based on solely 
interest to being measured on capital 
repayment, from short to long terms 
and coverage from 110% to 200%.

Many lenders will suggest one ratio 
but not detail how it is measured.

Clarify then clarify again, because 
lenders have different ratios for 
different property types. It is common 
for the wrong ratio to be quoted by the 
lender or the buyer change the 
property they are purchasing without 
considering how that impacts on the 
cover ratio.
Re-Finance
Lenders will lend different LTVs based 
on whether you are remortgaging or 
purchasing.

Often property investors will finance 
the purchase of the next property by 
refinancing an existing one.
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Don't assume you will get the same LTV 
across everything, it rarely works that 
simply.
Tax & VAT
A late request to increase the level of 
lending to pay for stamp duty or VAT is 
rarely well received and often met with a 
response to self finance.

Surprisingly the level of stamp duty due 
or whether a property is subject to VAT 
can arise late in the day.

Fully establish the costs of purchase 
and take account of this when applying 
for borrowing. Sometimes using a lender 
who will advance a higher LTV can be 
better than the lowest priced lender.

Valuations
A lender valuation will bear little or no 
relevance to the purchase price.

When a lender says they will lend 60, 70 
or 80% LTV then check what this is 
based on.

Lenders will commonly ask a valuer to 
comment on the worth of the property 
now and what it could achieve if sold 
inside 90 days.

Some lenders will advance against 
market value, others against 90 day 
value.

A lender advancing 70% of the open 
market value may be offering a larger 
loan than one offering 80% of the 90 day 
value.

Clarifying what is what upfront can save 
a lot of pain later on.

Experience is showing that valuations 
are being delivered below client 
expectations. 

For borrowers seeking maximum LTV 
lending then caution should be applied. 

Obtaining a valuation earlier in the 
finance process can pay dividends and 

buy time to work around any down-value 
of the property.
Incorporated or Personal
Regulation has driven a divide between 
the affordability tests and level of 
flexibility lenders can offer dependent on 
whether the borrower is an incorporated 
company or not.

As investors look at the tax benefits of 
holding property in different structures it 
is worth looking ahead and considering 
the finance options, specifically whether 
those ambitions would be best served 
by borrowing as a company or in 
personal names. 
Worthwhile Resources
The following are worthwhile resources 
to have bookmarked;

HMRC - Stamp Duty

https://goo.gl/MXczsD 

RICS - Small Business Property Guide

https://goo.gl/Wi3964 

Planning Portal - Change of Use

https://goo.gl/2tGhzC 
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 WHAT CLIENTS SAY

"..effective and    
knowledgeable in providing 
commercial property finance 

in ways that conventional 
lenders might not achieve. 
Definitely my 'go to guy' for 

commercial finance"

"...helped out in a real hour 
of need to push 

development further 
forward. His contacts with 

lenders made him the 
perfect aid to finding finance 

and his expert knowledge 
was very valued"

 "..always quick to respond 
and give genuine and 

honest advice every time. I 
have no problem 

recommending him to my 
clients or other 

professionals on any aspect 
of commercial funding" 


