
Understand what a Loan Note Investment is and use our detailed Due
Diligence checklist to help reduce any risk and invest more securely.
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With any property investment there is always an element of risk. It’s a 
common assumption that being a ‘hands-on’ investor (and buying a single 
property where you make all the decisions from start to finish), is a less 
risky way to invest in property.  Although you ultimately end up with 
more control in this scenario, it’s doesn’t automatically mean you will 
have more success, or indeed, better financial returns.

Whilst developer loan notes are considered a higher risk than direct 
property development (hence the higher potential returns on offer), this 
type of investment allows you to benefit from the expertise of large 
developers, who are highly skilled at understanding where to buy, what 
to build, and the strategies to select to create attractive annual returns. 

This type of investment is ideal for people looking for a ‘hands-off ’ 
investment, and those who work full-time but still want to benefit from 
the attractive returns property investing can offer.

But before you even consider investing in a Loan Note opportunity it’s 
essential to understand the risks involved, and what research (due 
diligence) you should undertake to mitigate as much risk as possible 
from any investment.

In this PDF we provide a comprehensive guide to protecting your 
investment in a Loan Note vehicle.

Part 1: The Opportunity
• Introduction
• What is a Loan Note?
• Risk verses reward
• Loan Note security

Part 2: Due Diligence Checklists
• Developer Due Diligence
• What to look for in a contract agreement
• Understanding the market and project risk
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WHAT IS A
LOAN NOTE?
A loan note is effectively an ‘IOU’ from one party to another, but with a legal 
contract specifying the duration of any loan, any agreed interest and any
repayment terms.

Loan Notes are a useful method of raising funds for commercial purposes. In the 
property industry, they are used by developers seeking to raise capital to fund 
their upcoming development projects.

Property loan note funding is usually held in a specially created limited company 
called a Special Purpose Vehicle (SPV), where all the land and property are held 
along with any liabilities.  This ring-fencing helps protect the lenders (Investors) 
capital as there may be many projects in place at the same time.  This actually gives 
extra security to the investor, because if one property development fails for any 
reason there is not a domino effect and the property developer remains financially 
stable. In this case, your capital may be repaid from elsewhere by the developer. 

Property loan notes are a way to obtain one of the highest interest rates currently 
available in the UK (typically 8-15% annually), and are a possible alternative to 
investing on the stock market, or in more conventional property investments such 
as buy-to-let.

In recent years the property investment 
industry has witnessed stories of developers 
who haven’t delivered, and investors who have 
lost their life savings by investing with
unscrupulous developers. But with any type of 
investment, it’s a case of taking your time to 
research the very best developers to work 
with and ensuring that thorough due diligence 
is at the top of your list, so you can invest as 
securely as possible.

While the potential financial reward is high, 
investing in other people’s developments 
comes with some risk.  Such risks can be 
mitigated by choosing loan notes which are 
asset backed.  This means that if the borrower 
(in this case, the property developer) defaults 
or goes bust, the assets pledged as collateral  

can be sold to repay debts.  (We go into 
Loan Note security in more detail in the next 
section).

Just like stocks, shares and bonds, corporate 
loan notes are unregulated which means 
should the property developer become 
insolvent, you could risk losing your capital. 
This is where a thorough understanding of 
the Due Diligence process is essential. Our 
detailed checklists at the end of this guide will 
help you get started.

On the next page you will find the primary 
areas of risk associated with Loan Note 
investments, alongside a Due Diligence 
checklist you should follow to reduce risk for 
each one.

RISK VERSES REWARD
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YOU ARE INVESTING IN THE ABILITY OF THE DEVELOPER

“A good developer should easily be able to demonstrate a strong 
track record of successfully completed projects and should welcome 
the opportunity to meet with you.  Never be influenced by a flashy 
website and ‘too good to be true’ returns, if you haven’t seen 
enough facts and figures to back up the developer’s claims. ”
Nicholas Wallwork. CEO of Redbrick Wealth, Industry Expert, Investor, Developer
and International For Dummies Author.

When you invest in a developer loan note, you are investing in the ability of that 
developer to deliver on their promise to complete the development scheme. If the 
developer fails to complete the project, the scheme may need to be sold to another 
developer. If the purchase price is less than the expected completion value, you may 
lose interest and capital.

To mitigate this risk, make sure that the developer is highly experienced and has an 
excellent track record of delivery. By carrying out comprehensive research and due 
diligence on the developer (and the specific development proposed), you should ensure 
you invest in the best developer loan notes available.

Use our Developer Checklist on page 6 to check the reputation, track record and legal 
history of the development company (and all it’s associated directors).
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FINANCIAL SECURITY

Ideally, the best kind of security is to have your Loan Note secured against specific land and/or property, with 
values far outweighing your investment.  The Loan Note ideally could be secured by a specific property and/or 
land charge, or an ‘all assets fixed and floating’ company debenture.  The all assets debenture then pulls in all 
company assets and not just those held in the SPV providing greater security.

>> Use our Contract Checklist on page 7 to examine your agreement and financial security. 

MARKET / PROJECT RISK

Market risk is inherent in every type of property investment.  Economic changes can have a knock-on effect 
causing property values to fall and markets to stagnate, which can make selling properties at the expected end 
values more difficult.

By considering the scheme’s expected value at completion and investing with a good buffer, the investor helps 
to protect themselves from market risks.  A detailed analysis of the developer’s scheme and local residential 
market should help to ensure that you invest in only the best development sites.

In addition, many Loan Note agreements give investors the option to withdraw their funds at the end of each 
project (typically every 1-2 years).  It is therefore vital to continue to conduct annual appraisals of the property 
market incase it has taken an unexpected turn south, meaning you can withdraw funds and protect your 
investment from future market risks.

>> Check our Market & Project Risk Checklist on page 8.

“Loan Note Investments 
offer something quite unique 
for investors...the combina-
tion of excellent returns with 
a ‘hands-off’ stress-free life. 
The key to investing securely, 
is taking your time to under-
stand how to reduce any risk 
involved (and is where
education plays a key role)”.
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knowledge, their development skills, and ultimately their reputation.  Thanks to the internet and the 
wealth of information now available in the public domain, it’s much easier to do thorough checks on 
a developer you might be considering working with. Follow our checklist below to get you started.

A key point to remember, is to research all directors associated with the development company – 
don’t just do due diligence on the development company itself.

TRACK RECORD >>

• Has the developer delayed, cancelled or mothballed any previous projects?
• Have previous projects been completed on time, on budget, and to the original
   specifications promised?
(Note: Developments can run into delays due to unforeseen problems. How the developer overcomes 

these, and how open they are with investors about these situations, says the most about the developer 

and their ethics).

• Are there any court actions or disciplinary notices against the company or its directors?
• Have there been any insurance claims made against the developer?
• Are there a high percentage of developments delivered on time and with satisfied investors?
• Can you talk to existing investors about their experiences with the developer?
• How long have they been in business?
• What other companies are linked to the development business? And what is the reputation
   and nature of those businesses?
• Do a site visit (of previous projects and the existing site if possible). Look at the quality of the work
   on the completed sites. 
• What’s their reputation like in the industry? Google their business name and the developers names.
   Google hides nothing and is unbiased.
• Look on companies house to see all businesses the directors are associated with.
• Ask to view financial details of previously completed development sites (especially any that are
   most similar to the project you will be investing in).
• Run a company check on companies house.
• Get a list of all director details including full names, ages, and addresses.
• Have there been any issues with previous developments?
• How many developments are in the current pipeline?
• Does the developer require more funding before they can start the build?
• How many project builds do they run simultaneously and which would your money be
   secured against?
• Is the solicitor / legal company they use, associated in any way to the development company or
   its directors?

TRUST YOUR OWN GUT INSTINCT >>

Even with thorough research on facts and figures, you should still trust your gut instinct and rapport 
with the developer and how you are treated from first contact through to investment stage. You are 
still, ultimately, investing in the people behind the company name.

• How easy is it to get hold of the developer?
• Are they open and helpful when replying to any questions?
• Meet the team, ask questions, meet key people and get a feel for the developer as a person.
• Ask if you can speak to existing investors.
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Before investing, you should ensure that you examine the loan 
note agreement  in detail and get a good, independent solicitor to 
run through it with you.

• Get a good solicitor (that is not associated with the
   development company and it’s directors).
• Read your contract thoroughly ensuring that you question
   any points you don’t understand.
• How often will you be kept up to date with details of the
   development progression?
• How often do you get paid returns? Monthly, quarterly, annually?
• What are the terms of your notice period to withdraw your
   investment funds?
• Are you able to increase the amount of funds in the investment
   at any stage, and would that be at the same interest rate
   already agreed?

WHAT FINANCIAL SECURITY IS OFFERED? >>

• Is there any Charge in place to secure your investment? 
• Ideally a structure with an ‘all assets fixed and floating debenture’
   (Charge) should be in place
• Is there a Special Purpose Vehicle in place?

Along with many other ‘investments’ such as stocks and shares 
Loan Notes are not covered by the scheme in the event of a 
company default.  The Financial Conduct Authority does not 
regulate this area either so it is another reason to ensure you use 
the security checklist above.

Page 7



PROJECT DETAILS >>

• Ask to see deeds and title information for the development project your funds will be used on.
  Does the developer own the land? Is it freehold or leasehold?
• Ask to see any relevant approved (or pending) planning applications that would be essential to the
  proposed success and completion of the project.
• Ask to see the developer’s thorough due diligence on the site, including the financial predictions and
  comparables for the investment strategy they have chosen. The developer should be very open about
  sharing this with you.
• Ask if the site has a RICs valuation (that would support the figures claimed by the developer).
• Speak to a local estate agent about the property market in that area and find out what the demand is
   like for rental or sale? Find out about the buoyancy of the market, whether it’s stagnant, growing, etc.
• What is the strategy / investment model that the developer is using? Check with local estate agents
  whether the developer’s final idea of rental income or resale pricing is realistic and the demand is there.
• What is the construction start date and end date?
• What is the number of units to be built?
• What apartment types are in the plans? (Studio / 1 / 2 / 3 bed)
• What is the average size of the units (this will help when you speak to local estate agents for
   sold comparables)
• What is the long stop date?PR
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Even if a developer has a good track record, you still need to carry out due diligence on the specific project 
your money will be invested on.  Is it in the same location as previously successful projects? If so, this gives 
confidence the developer already knows the market well in that area (and you’ve seen evidence the
development strategy works in that location). If not, what are their reasons for developing in a new area?

It can be difficult to accurately predict the completion date of a development.  There are so many variables 
that come into play that may cause delays.  These include adverse weather conditions, problems with
suppliers and contractors, and a slower sales market than anticipated.  It’s vital to delve into the project
detail to asses whether you think it stacks up as a development opportunity.
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Redbrick Wealth is a well-established property investment 
agency based in Reading.  We created this guide based on 
a strong understanding of the detailed Due Diligence 
investors need when they consider alternative investments 
such as Loan Notes.  We passionately believe that people 
invest in people, which is why we have always strived to 
give incredible value back to investors in the industry 
through our free educational resources.

Redbrick Wealth is owned by Nicholas Wallwork, 
multi-millionaire investor, developer, entrepreneur and 
author. Nicholas is a well recognised and highly respected 
figure in the property industry worldwide, with two
international books with the renowned For Dummies 
brand, numerous SKY TV appearances providing industry 
commentary and he is also the CEO of the world’s largest 
international property forum www.Propertyforum.com.

Call: 0118 344 0117
Email: info@redbrickwealth.com
Web: www.redbrickwealth.com

WHO WE ARE...

Nicholas also owns Redbrick Capital (the development arm of 
the business), along with his business partner Chris Sturmer. 
Together they have in excess of 20 years of large scale
property development in the South East of England.

Having developed over 200 units within their partnership, they 
have already repaid £20M to private investors and have never 
missed a single monthly interest payment in 10 years.

Redbrick Capital offers a Loan Note Opportunity to HNWIs 
and Sophisticated Investors with annual returns of 8-12% and 
funds secured on quality UK assets.

To meet Nicholas and find out more about the Loan Note 
Opportunities he offers, please get in touch with our team to 
receive an investment brochure.

OUR LOAN NOTE
OPPORTUNITY


