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IMPORTANT INFORMATION

This guide is provided for general information and educational purposes
only. It is not personal financial advice, credit advice, legal advice or a
recommendation to enter into any particular loan or property transaction.
The examples and calculations in this guide are illustrative only. Interest
rates, fees, property values, valuations, LVR requirements, lending criteria,
loan structures, repayment amounts and bridging timeframes vary
between lenders and individual circumstances.

Actual borrowing capacity, peak debt, end debt, interest costs and loan
repayments will depend on your financial position, the properties involved,
the lender's assessment and the structure of the finance.

Any figures shown should not be relied upon as a quote, approval or
indication that finance will be available. Before making a property or
finance decision, we recommend obtaining advice based on your
individual circumstances.

Jo Attard & Co Pty Ltd trading as Heart Financial Group ABN 13 148 905 828 is a credit
representative 416289 of Loan Market Pty Ltd ABN 89 105 230 019, holder of Australian Credit
Licence 390222



THE BIG
QUESTION.
OR

You've found the home you want.
But your current home hasn’t sold yet.
So what do you do?

BUY FIRST
OR

SELL FIRST

Both options can work.
But they create very different financial and
practical outcomes.

So instead of asking:
‘Can | get bridging finance?’ ask:




BUY FIRST OR

There’s no one-size-fits-all answer.
The right choice depends on your finances, your property, your timing and
how much flexibility - or certainty - you want.

BUY FIRST

MORE FLEXIBILITY
Secure your next home before your
current property sells.

ONE MOVE
Potentially move straight from your
current home into your new one.

MORE TIME
Take your time preparing, renovating or
styling your current home.

HIGHER TEMPORARY DEBT
You may carry significantly more debt
while both properties are owned.

SALE PRICE MATTERS
A lower-than-expected sale price can
change your final position.

SELL FIRST

MORE CERTAINTY
Know your sale price and available
funds before you buy.

LESS DEBT
Avoid temporarily carrying the debt
associated with two properties.

LESS PRESSURE
You know exactly what you have to
spend before making your next move.

TEMPORARY ACCOMMODATION.
You may need temp accommodation if
you sell before you buy.

YOU COULD MISS OUT
The right property may come along
before you're ready to buy.



DON'T BRIDGE
JUST BECAUSE
YOU CAN.

Buying before you sell can give you flexibility.
But it also means temporarily carrying more debt.

WHAT WE LOOK AT

CURRENT HOME WHAT IT IS WORTH AND HOW MUCH DO YOU CURRENTLY OWE?

NEXT HOME WHAT ARE YOU BUYING & HOW MUCH WILL YOU NEED TO BORROW?
PEAK DEBT WHAT IS THE HIGHEST LEVEL OF DEBT WHILST OWNING BOTH HOMES?
REPAYMENTS HOW WILL YOU HANDLE THE INTEREST?

END DEBT WHAT WILL YOU OWE ONCE YOUR CURRENT HOME HAS SOLD?

EXIT STRATEGY HOW AND WHEN WILL THE CURRENT PROPERTY BE SOLD?

STRATEGY FIRST.

We don't just ask “Can we make the loan work? We ask:
Does the strategy make sense for you?



HOW DOES
BRIDGING
FINANCE

A bridging loan is a short-term loan that helps you buy your next home before
you've sold your current one. It bridges the gap between buying and selling.

You own your current property & may have an existing

YOUR CURRENT HOME
home loan.

YOU FIND YOUR NEXT HOME You want to buy, but your current property hasn't sold yet.

Depending on the lender and structure, the existing loan
and new borrowing are brought together as part of the
overall bridging arrangement.

THE BRIDGING FINANCE

Y ELL YOUR RRENT _r . . L .
U S OUR CU Your existing property is sold during the bridging period.

HOME
SALE PROCEEDS REDUCE The proceeds from the sale are used to reduce or repay
THE DEBT the bridging debt, depending on the loan structure.

YOU’'RE LEFT WITH YOUR Once the sale has settled, you're left with the ongoing debt
END DEBT for your new home - if there is any.



YOUR PEAK DEBT.
HOW

When you buy your next home before selling your current one, there will be
a period where you temporarily own both properties.

Peak debt is the highest level of debt you may have during this period.

LET’S PUT SOME NUMBERS AROUND IT.

CURRENT HOME VALUE = $700,000
EXISTING HOME LOAN DEBT = $300,000
NEW HOME PURCHASE PRICE = $900,000
PEAK DEBT (EXISTING LOAN + NEW PURCHASE PRICE) = $1,200,000
PROPERTY VALUES (CURRENT HOME + NEW HOME) = $1,600,000

ILLUSTRATIVE PEAK LVR ($1,200,000/$1,600,000) 75%

Simplified example. Actual peak debt calculations may also take into account transaction costs, your
contribution and, depending on the lender and loan structure, capitalised interest.



WHY DOES

Peak debt isn't just a number.
It's the amount of debt you may need to temporarily carry while you're
waiting for your current property to sell.

LENDERS WILL LOOK AT:

INCOME

EXISTING DEBTS
PROPERTY VALUES
EQUITY

LVR

BORROWING CAPACITY

EXPECTED SALE PRICE

LOAN STRUCTURE
LENDER POLICY

THE KEY POINT:

Lenders need to be comfortable with the debt you carry while you’re
waiting for the sale.
That’s why getting the numbers right before you buy matters.

Peak debt calculations vary between lenders and loan structures.
Some lenders may also include capitalised interest and eligible costs when determining the total bridging
requirement.



WHAT HAPPENS
WHEN

Once your current property sells, the sale proceeds are used to reduce or
repay the bridging debt.
What you're left owing is your end debt.

LET’S GO BACK TO OUR EXAMPLE:

PEAK DEBT

$1,200,000

CURRENT HOME SELLS $700,000

PEAK DEBT LESS SALE PROCEEDS = $1,200,000 - $700,000

END DEBT $500,000

With end debt, you still have an ongoing home loan on your new property,
which then continues under its long- term loan structure.

Without end debt, the sale proceeds may be enough to repay the bridging
facility completely, depending on your circumstances, costs and the
lender's structure.

Simplified example. Actual end debt will depend on the purchase and sale costs, interest, your contribution,
sale price and the lender's specific loan structure.



WHATI HAPPENS IF
YOUR HOME

YOUR SALE PRICE IS ONE OF THE BIGGEST RISKS IN A
BRIDGING STRATEGY.

You might believe your current home is worth $700,000.
But what if it sells for $650,0007

EXPECTED ACTUAL
Sale price $700,000 $650,000
Less existing loan ($300,000) ($300,000)
Less selling costs ($15,000) ($15,000)
NET SALE PROCEEDS ($385,000) ($335,000)
AVAILABLE TO REDUCE DEBT ($385,000) ($335,000)

$50,000 LESS TO REDUCE YOUR END DEBT

Before you buy ask yourself:
‘What happens to my end debt if my home sells for $50,000 less than expected?’

Selling costs are indicative only. Please confirm with your selling agent.



WHAT IS YOUR
HOME

YOUR EXPECTED SALE PRICE ISN'T NECESSARILY THE
LENDER'S VALUATION.

You might expect your current home to sell for $700,000.

Your real estate agent may give you a market estimate. But your lender will generally use its
own valuation process when assessing the property for lending purposes.

The numbers can all be different.

YOUR EXPECTED SALE PRICE LENDER'S VALUATION ACTUAL SALE PRICE

$700,000 $670,000 $650,000

ILLUSTRATIVE EXAMPLE ONLY.

WHY DOES THIS MATTER?

Your LVR (Loan-to-Value Ratio) is calculated using the property value the lender accepts for
lending purposes. If the lender's assessed value is lower than expected, the amount you can
borrow may also be lower. Bridging finance can also have more conservative LVR
requirements and buffers than a standard home loan. LVR limits and lending policies vary
between lenders and loan structures.

Before you buy ask yourself:
‘What does the lender value my home at? And how does that affect my borrowing?’



WHAT IF MY

BRIDGING FINANCE IS SHORT TERM.
YOUR EXIT STRATEGY MATTERS.
WHAT HAPPENS IF YOU HAVEN'T SOLD?

If your home hasn't sold within the agreed timeframe, your lender may need to review

the loan and your exit strategy.
What happens next depends on the lender, loan structure and your circumstances.

LONGER TO SELL
MORE INTEREST COSTS
MORE TIME CARRYING TWO PROPERTIES

GREATER PRESSURE TO SELL

BEFORE YOU BUY, KNOW:

How long can I comfortably carry the debt?

What happens 1f my property takes 6 months to sell?
What happens 1f 1t takes 12 months?

What 1s my plan 1f it still hasn't sold?



HOW WILL YOU

Bridging finance doesn't work the same way with every lender.
One key difference is how interest is handled during the bridging period.

INTEREST ONLY REPAYMENTS DURING THE BRIDGE
PAY AS YOU GO

You make regular repayments to cover the interest during the bridging period.

THE BENEFIT

Your interest isn’t being added to the loan.

THE CONSIDERATION

You need enough cashflow and/or savings to cover the interest while you're carrying the
temporary debt.

CAPITALISED INTEREST DURING THE BRIDGE
ADD THE INTEREST TO THE DEBT.

Instead of paying the interest each month, it is added to the loan balance during the bridging
period.

THE BENEFIT

Less monthly cashflow pressure.

THE CONSIDERATION

Your debt increases as interest is added.

The way interest is handled varies between lenders and loan structures.



THE INTEREST

Interest isn't just a monthly repayment.
It can affect your peak debt, end debt and the overall cost of your bridging
strategy.

SO WHICH OPTION IS RIGHT FOR YOU?

PAY THE INTEREST AS YOU GO
Interest-only repayments during the bridge

CAPITALISE THE INTEREST
Add the interest to the debt during the bridge

NEITHER IS AUTOMATICALLY BETTER. IT DEPENDS ON:

YOUR CASHFLOW

YOUR EQUITY

YOUR EXPECTED SALE TIME FRAME
YOUR BORROWING CAPACITY

YOUR OVERALL STRATEGY

PEAK DEBT INTEREST RATE (EXAMPLE) APPROXIMATE MONTHLY INTEREST
$1,200,000 7.5% p.a $7,500



WHAT DOES THE

IN MANY BRIDGING STRUCTURES,
FINANCE.

01.

THE BRIDGING LOAN

02. THE END DEBT LOAN

TIME FRAME

THERE ARE TWO PARTS TO THE

Temporary

Covers the gap

Interest treatment depends on structure
Paid down from sale proceeds

Long term

What remains after the sale

Becomes the ongoing home loan

Repayment structure depends on lender/product

Bridging finance is designed to be short term.
Many lenders offer bridging periods of up to 12
months, but timeframes and conditions vary
between lenders.



WORKED

WHAT COULD YOUR BRIDGING STRATEGY ACTUALLY LOOK LIKE?
Let's put everything we've covered into one example.

You own your current home, you've found your next home, and you want to buy before

you sell. You have $100,000 in cash savings.

STAGE 1 - BUY BEFORE YOU SELL
CURRENT HOME value:

CURRENT HOME debt:

NEW HOME purchase price:

PLUS NEW HOME purchase costs:

TOTAL FUNDS REQUIRED:

PEAK FUNDING REQUIREMENT (new purchase + costs + existing home loan):

ILLUSTRATIVE PEAK LVR: 80% =
CASH CONTRIBUTION REQUIRED:

STAGE 2 - AFTER YOUR HOME SELLS
CURRENT HOME sale price:
LESS selling costs:

TOTAL SALE PROCEEDS AVAILABLE TO REDUCE BRIDGING LOAN

THE CASHFLOW

Bridging loan: $560,000

Interest only repayments: $3,500pm @ 7.5% p.a.
End debt: $960,000

P & I repayments: $6,068pm @ 6.5% p.a.

Total repayments: $9,568pm

12 MONTH INTEREST RESERVE: $42,000 ($3.5K x 12)

Try it with your
own numbers

($300,000)

$72,000
$1,272,000
$1,572,000

$1,520,000
$52,000

$680,000
$20,000
$660,000

Bridging Loan: Paid out in full

Sales Proceeds remaining: $100,000

New end debt:

P & I repayments: $5,437pm @ 6.5% over 30 years
Total repayments:

CASH BUFFER AFTER INTEREST RESERVE:



WHAT LENDERS

INCOME & EMPLOYMENT

- YOUR INCOME, EMPLOYMENT TYPE & HOW YOUR INCOME IS ASSESSED

LIVING EXPENSES

- YOUR HOUSEHOLD SPENDING & ONGOING FINANCIAL COMMITMENTS.

EXISTING DEBTS

- CREDIT CARDS, PERSONAL LOANS, CAR LOANS, HOME LOANS AND OTHER LIABILITIES.
CREDIT HISTORY

- YOUR CREDIT HISTORY AND EXISTING CREDIT COMMITMENTS.

PROPERTY VALUE

- THE VALUE OF YOUR CURRENT PROPERTY AND THE PROPERTY YOU'RE BUYING.
EQUITY & LVR

- HOW MUCH EQUITY YOU HAVE AND HOW MUCH YOU'RE BORROWING COMPARED WITH THE
PROPERTY VALUE.

SALE PRICE

- WHAT YOUR CURRENT PROPERTY IS REALISTICALLY EXPECTED TO SELL FOR.

LOAN STRUCTURE

- HOW THE BRIDGING FACILITY, INTEREST AND ONGOING LOAN WILL BE STRUCTURED.
EXIT STRATEGY

-HOW AND WHEN YOU EXPECT YOUR CURRENT PROPERTY TO BE SOLD.

Pre-approval is subject to lender conditions, property valuation and final approval.



WHEN BRIDGING
MAY

Bridging finance can give you flexibility.
But it isn't right for every situation.
It may not make sense if:

YOUR NUMBERS ARE TOO TIGHT

YOUR SALE PRICE IS UNCERTAIN

YOUR PROPERTY MAY TAKE TOO LONG TO SELL
YOU DON’T HAVE ENOUGH BUFFER

THE COST OUTWEIGHS THE BENEFIT

SELLING FIRST WOULD PUT YOU IN A STRONGER
POSITION

Sometimes the best strategy is to

OUR JOB ISN'T TO GET YOU INTO A BRIDGING LOAN.
IT'S TO HELP YOU MAKE THE RIGHT DECISION.




YOUR HEART

BEFORE YOU MAKE A MOVE, ASK YOURSELF:

Do | know what my current property is worth?

Do | know how much | currently owe?

How much equity do | have available?

What is the purchase price of my next home?

What will my peak debt be?

What will my likely end debt be?

How long do | realistically expect my current home to take to sell?
What happens if my property takes longer to sell?

Will I make interest only repayments, or will the interest be capitalised?
What fees, purchase costs and selling costs do | need to allow for?
Have | compared the whole loan structure not just the interest rate?
Would buying before selling genuinely make my next move easier?

If | sell first, do | have somewhere to live and somewhere to store my belongings?

BEFORE YOU BRIDGE, MAKE SURE YOU KNOW WHY.

If you're unsure, a Heart Strategy conversation can help you understand your current position, compare your
options and work out whether bridging finance makes sense for you.



SHOULD YOU BUY
BEFORE YOU
SELL?

LET'S WORK IT OUT, TOGETHER.

Book a Heart Strategy conversation.

We'll look at your current property, your
existing loan, the property you're
considering and the different ways
finance could be structured.

No pressure. k\ ﬁi\ v
Just a conversation. G

SCAN TO BOOK OR CALL g
03 8060 4750 ==
HEARTFINANCIAL.COM.AU

HELLO@QHEARTFINANCIAL.COM.AU

Because it’'s more than a loan,
it’s your life.
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