
Funding for Small-
Scale Developers 
– How do we 
get that first 
investment? 

Acquiring and securing finance tends to be easier for well-established developers in 
comparison to first time developers or small-scale developers with limited experience. 
However, there are ways in which small-scale developers can penetrate the housing sector 
through considering different financial products and opportunities which are highlighted 
below.  
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Financial Products or Funding Opportunities for Small Scale Developers
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Unsecured loans 

A loan granted where the loan 
is supported by the borrower’s 

creditworthiness rather than any 
collateral or security. As there is no 

security or collateral required, the risk 
is higher and so the interest rate is 

higher. 

 
 

Secured loans  
Some form of collateral or security 
is pledged by the borrower against 
a loan. As there is security, the risk 

is lower than an unsecured loan 
and the interest rate is normally 

lower than an unsecured loan. 
These loans can also have a longer 
repayment term in comparison to 

unsecured loans.  

Revolving credit  
This can be secured or unsecured 

and can be offered by a wide range 
of lenders, not necessarily just 

banks. 
 

Overdra�s  
Loans facility that is offered by the 
borrower’s banking intui�on. The 

advantage of overdra�s is that 
there is no set repayment period. 

 

Property backed loan 
Security in the form of property can 
be used to secure a loan and allows 
the borrower to free up equity that 
is locked up in un-bonded property 

to secure credit. 

Savings 
Use your own savings to invest in 

your project.  
 
 

 
 
 

Private or Angel Investors 
Private investors have 

investment capital available and 
may want to specifically support 

property development. These 
loans are usually drawn up with 

own set of criteria, with a 
possibility of higher interest rates. 

In the case of angel investors, 
mentorship and skills transfer may 

also become part of the 
agreement. 

 
 
 

Property Development 
Finance 

This loan is specifically used to 
kick start, construct and complete 
a small to medium size property 
development project. It is o�en 

necessary that the developer 
should have a proven track record 

 

 
 

Property Bridging Finance  
This loan is specifically used to 

kick start, construct and complete 
a small to medium size property 
development project. It is o�en 

necessary that the developer 
should have a proven track 

record. 

 
Equipment Finance 

Used to purchase machinery or 
vehicles for that would be used in 

the property development 
business. 



Considerations to Attract Capital 

Here are some critical drivers that should be considered when sourcing finances for housing development projects.  

Develop a proven track record – 
Gaining experience that counts toward 
a track record that gives you a level of 
credibility before trying to borrow. 

Consider partnerships to co-fund 
projects with other small-scale 
developers.

Education and skills development – 
develop your credibility and knowledge 
will help deepen your understanding of 
residential property markets and all 
the opportunities and risks involved. 

Access government funding support and information sources – there 
are government initiatives, be it national or local, that support 
residential property development and small-scale or new property 
developers through education and skills development or through 
providing access to �nancing instruments. Examples government 
initiatives include NHFC, NURCHA, Gauteng Partnership Fund, SHRA. 

Banking institutions may not cover the full cost of the project (cover 
up to 80%, with the developer required to have 20% secured), and 
may not cover working capital or cover costs incurred during 
pre-construction stages, therefore it is important that the borrower 
has some equity or collateral in place that can be used to secure a 
loan. 

Research and understand the local property market – develop a plan 
that is attractive to potential investors. The more information you can 
provide, the more assured the potential investors will be.  Also ensure 
you understand the zoning and titling conditions that speci�cally 
pertain to the site or property that your proposed development does not 
con�ict with the land use scheme within which it falls. There are time 
and cost implications if con�icts occur, for example, when applications 
and approvals are needed for the relaxing of town planning scheme 
conditions or rezoning of land use. 

Prepare detailed cost estimates – Detailed cost estimates can also help you distinguish the overarching budget of the project and also 
determine the type of funding that will be required for different costings of the project – see table below. The cost of money (equity or 
debt) required to assess opportunity, buy, build, and operate the project becomes important. A well-managed and controlled funding 
throughout the development is important to maximize investment returns, limit risks and ensure the success of the project. 
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