



SECONDARY LENDERS

Secondary lenders sometimes referred to as sub prime lenders can provide an additional source of finance but at a cost.  Most of the time the service provided by secondary lenders is also provided by ordinary lenders and the ordinary lenders charge far less but occasionally the secondary lender can give a little bit more flexibility or speed which can allow you to make a deal which you may otherwise lose. How you find secondary lenders is a mystery, they tend to be small and most mortgage brokers will not deal with them.  I have come across them by accident and as usual, happy to share my experiences.

I will give a word of warning, apart from the high fees, which I do not get too upset about, it is what am I making that is important but should you default their fees can be horrendous.  Only use these lenders if you are absolutely sure you can honour your commitments and check out the late payment penalties.  One of the more well known lenders in this business wanted to charge me 10% of the loan if I was one day late in making a monthly payment.  Yes, I am one of the sad people who actually read the loan agreements, sometimes.  It did not help that my solicitor had had dealings with the same firm previously and he said they were ruthless.  I never used them and when they asked why, they are good like that, they chase you up, very few other lenders do that, I told them and the reply was they would not charge it, I am not so sure.

They all charge interest at about 1-2% pcm which is about 13-28% APR, not cheap! Their legal costs of about £1000, 1-3% arrangement fee and often 

1-2% exit fees but do always try and negotiate a better deal. You should save at least 1% by going direct as this is the commission they pay the mortgage broker but maybe not the first time you use them as they will want to get to know you and become comfortable lending to you first. One of the strange things about these lenders is they only want to lend for a short fixed period of time and will often charge more for three months than for say two months.  I would have thought that at the interest rates they charged they would want to lend for as long as possible. However, everything with them is negotiable so ask. 

I have found secondary lenders come into their own, with, amongst other things:

1. No one else will lend to you, this can be because you have an adverse credit history or as I have found, you have grown too fast.

2. Second charges, you have plenty of equity in a property and your first lender will not lend you any more money because, for example the rental income is too low.

3. Bridging

(i) The property you want to buy requires extensive renovation work and so is not suitable security by the standard lenders.

(ii) Some will lend on value rather than limit the loan to purchase price so you can purchase a below market value property for no money down and then remortgage with a primary lender.

4. You need to act quickly.

To give a recent example of how I used a secondary lender.  I brought a wreck of a building for £130k which I had valued at £240k.  The seller put me under pressure to complete and by chance I came across a Secondary Lender via a broker, Phil Nutter of JMS Commercial Ltd who lent me 70% of the value which allowed me about £30k left over to finance the renovation work.  The best deal I was able to get from other lenders was 70% of purchase price.  The problem was that I had to pay 1½ % per calendar month equivalent to about 18% per annum plus 3% set up and exit fee and their legal costs of £1k.  I suppose I am fairly relaxed about this as I am used to borrowing on credit cards which charge about the same but I was at the time maxed out on them. The Secondary Lender then annoyed me by saying they would lend further funds on the building work, strung me along and then refused at the last moment. Lenders are like that, generous one moment, very nervous the next. The secondary lenders I know of, and please let me know if you know of any others are:

1. Affirmative Finance Ltd

St James Square

Manchester

M2 6XX

Tel: 08701 123 111

           Fax: 08701 125 931

2. Barclays Bridge

118 Burynew Road

Whight Field

Manchester

M45 6AD


Tel: 0161 767 9600


Fax: 0161 767 933

      3. Bridgebank Capital 

          Egerton House 

          Towers Business  Park 

          Wilmslow Road 

          Didsbury

          Manchester 

          M20 2DX

          Tel: 0808 222 2211

          Fax: 0161 445 2090 

4.  Bristol and West
            P.O. Box 27

1 Temple Key

Bristol

BS99 7AX

Tel 1: 0845 300 8000

Tel 2: 0117 979 2222

Fax: 0117 929 3787

5. Close Property Finance

London Office

10 Crown Place

London

EC2A 4ST

Tel: 0207 655 3655

Fax: 0207 7247 1205

6. Commercial First Plc

Lutea House

Warley Hill Business Park

Brentwood

Essex

CM13 3BE

Tel: 01277 358 200

7. Davenhams

1st Floor, Lancashire House

67 Newhall Street

Birmingham

B3 1NQ

Tel: 0121 200 0000

(contact Stuart Williams)

8. First Property Finance Plc

Maple House

High Street

Potters Barr

EN6 5BS

Tel: 0845 260 3366

9. Golden Tree Financial Services Plc

Spectrum

56-58 Benson Road

Birchwood

Warrington

WA3 7PQ

Tel: 01925 846 420

(contact Steve Collis)

10. Lancashire Mortgages

Bracken House

Charles Street

Manchester, M1 7BD

Tel: 0161 276 2476

(contact Adrian Grant)

11. Mathon

163 Bath Street

Glasgow, G2 4SQ

Tel: 0845 850 2400

Fax: 0141 574 9899

12. Mayfair Bridging
6 Sharoe Green Lane

Fulwood

Preston, PR2 8ED

Tel: 01772 788888

Fax: 01772 788887

Contact: Yasin Patel

Comment: Provide their own funding & should be more flexible.

13. Midland and Provincial

180 Ombersley Road

Worcester, WR3 7HA

Tel: 01905 457 425

Fax: 01905 457 300

Contact: Chris Cook

14. Newcastle Building Society
Principal Office

Portland House

New Bridge Street

Newcastle Upon Tyne

NE1 8AL

Tel: 0191 244 2000

Email: sales@newcastle.co.uk

Comment: Reputed to provide the cheapest bridging finance.

Specialist Brokers

I have had on numerous occasions investors call me to complain that they cannot get loans based on yield i.e. rental income. Their mortgage brokers say such things do not exist. The answer is to use another mortgage broker who has experience of such loans and in my experience very few such brokers exist. Below are the only ones I know of. 
Faster Bridging Finance Tel: 01908 423 700(contact Barry Dansar) they are just entering this market. Email: fasterbridgingfinance@gmail.com

JMS Commercial Ltd, Tel: 07725 622 491 (contact Phil Nutter)

Email: mail@JMScommercial.co.uk

Nautilus Management LLP, Tel: 01902 790 150 (contact Anthony R Nixon)

Email: anthony@nautilusam.co.uk
To sign up for FREE tips & advice from my newsletter please revisit

www.hmodaddy.co.uk
Many thanks

Jim Haliburton
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