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Introduction

Ultra-high-net-worth individuals (UHNWIs) often face unique liquidity needs and strategic
financial planning challenges. Securities-based lines of credit (SBLOCS) — loans secured
by investment portfolios — have emerged as a popular solution, allowing wealthy clients
to borrow against stocks, bonds, and other marketable securities without liquidating their
holdings. By pledging a portion of their portfolio as collateral, UHNW clients can access
substantial capital quickly while their investments remain intact and potentially continue
to grow.

This consulting-style report explores the benefits and main use cases of SBLOCs offered
by private banks, with a focus on Latin America and comparisons to offerings in the United
States and Europe. We examine recent market data and trends, illustrative case studies,
key banks active in the Latin American market, and a comparative table of regional
SBLOC offerings. The aim is to provide a business-oriented yet academically grounded
overview of how SBLOCs serve UHNWIs in wealth planning, tax optimization, real estate
purchases, business ventures, and more.
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Overview of Securities-Based
Lines of Credit

An SBLOC (also known as a securities-backed loan or Lombard loan in Europe) is a
flexible credit line secured by the value of an investment portfolio. The borrower remains
the owner of the securities and continues to benefit from any dividends or price
appreciation during the loan term. Typically structured as a revolving line of credit, an
SBLOC allows clients to draw funds as needed and repay on their own schedule, with
interest only charged on the amount utilized. Loan-to-value (LTV) ratios vary based on
the assets pledged — for example, a bank might lend roughly 50% of the value of a volatile
equity portfolio or up to 80-95% against high-quality bonds or cash. Unlike margin loans
used to buy more securities, SBLOCs are generally “non-purpose” loans, meaning the
borrowed funds cannot be used to purchase additional securities. This non-purpose
structure helps banks comply with regulations (such as U.S. Federal Reserve Regulation
U) and emphasizes that SBLOCs are meant for other liquidity needs.

Key advantages of SBLOCs include the ability to raise cash without disrupting a long-
term investment strategy or incurring capital gains taxes from asset sales. Borrowers
retain their strategic asset allocation — in other words, they can “stay invested” in the
market — while meeting short-term funding needs. SBLOC interest rates tend to be lower
than other financing options like unsecured loans or credit cards, since the loan is
collateralized by liquid assets. These facilities also offer considerable flexibility: there are
often no setup fees or fixed repayment schedules, and funds can be drawn or repaid at
the client’s discretion, making it easy to manage cash flow. In many cases, interest is only
due monthly and the principal can be paid back at any time before the loan maturity,
allowing for interest-only payments in the interim.

Tax efficiency is another notable benefit. By borrowing against appreciated securities
instead of selling them, UHNWIs can defer or avoid realizing capital gains, thereby
postponing taxable events. This strategy has been highlighted in the so-called “buy,
borrow, die” approach to wealth management used by many billionaires, whereby they
borrow against assets to fund living expenses and investments, rather than liquidating
assets and triggering taxes.

In some jurisdictions, there are additional tax perks: for example, in Switzerland interest
on Lombard loans may be tax-deductible when used for income-generating investments,
and debts can reduce net taxable wealth for wealth tax calculations. It's important to note,
however, that tax treatment varies by country and loan purpose, so expert tax advice is
essential.

From a market perspective, securities-based lending has grown rapidly over the past
decade. Global wealth managers have increasingly turned SBLOCs from a niche offering
into a mainstream component of their services. In fact, one 2024 Deloitte study estimates
a global market size of around USD 4.3 trillion in outstanding Lombard-style loans, with
annual growth of 5-10% since 2018. Major wealth centers such as Switzerland, the U.S.,



the U.K., Luxembourg, and Singapore are key hubs for these loans. In the United States,
SBLOCs have expanded so much that by early 2024 an estimated $138 billion in
securities-based loans were outstanding — about 2.7% of total consumer credit in the U.S.

Large banks report robust demand: for example, Merrill Lynch’s wealth management arm
saw a $12 billion increase in client loan balances in 2024, “driven by momentum in
[securities-based lending] and custom mortgages,” as noted in its earnings. Wealth
managers view SBLOCSs as a strategic relationship tool; at Morgan Stanley, roughly 16%
of client households had loans in 2024, and management sees potential to reach closer
to 25% penetration, in line with competitors. The low-interest environment of the 2010s
greatly encouraged borrowing against investment portfolios, and although rates have
risen since 2022, SBLOCs remain attractive for many UHNW clients due to the benefits
above.
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Regional Landscape:
Latin America vs. U.S. vs. Europe

Geography influences how SBLOCSs are offered and utilized, largely due to differences in
banking infrastructure, currency environments, and client preferences. Below we
compare the SBLOC landscape in Latin America, the United States, and Europe:

Latin America:

Latin America’s UHNW population is growing rapidly, and global private banks
increasingly view this region as a key growth market. Historically, many wealthy Latin
Americans have banked offshore (in financial centers like New York, Miami, Zurich, or
Geneva) to access sophisticated products including securities-backed loans. In recent
years, international banks have ramped up Latin America-focused teams and offerings
— for example, Citi, UBS, JPMorgan, and Santander have all expanded their Latin
American wealth management divisions to capture a larger share of assets. These
banks bring global offerings (such as Lombard lending capabilities) to Latin American
clients who may have assets custodied abroad. Local and regional private banks are
also stepping up: Spain’s Banco Santander, which has a significant

Latin America presence, was recognized in 2024 for developing its Lombard loan
capabilities as part of a broader push in private banking. In practice, many SBLOCs
for Latin American clients are booked through offshore entities in the U.S. or Europe.
Loans are often denominated in USD or EUR to take advantage of more stable
currencies and lower interest rates (given that domestic interest rates in countries like
Argentina or Brazil are traditionally higher and more volatile). This means a Brazilian
billionaire might secure a USD credit line against a portfolio held in New York or
Switzerland, rather than a BRL-denominated loan locally. The availability of SBLOCs
in Latin America is on the rise, but it is largely driven by global institutions and their
regional affiliates, targeting the needs of UHNW families who demand world-class
credit solutions.

As Latin America’s private wealth market is projected to reach $1.3 trillion by 2029 ,
both international and leading local banks (e.g. BTG Pactual in Brazil or Bradesco’s
private bank) are expected to continue expanding securities-based lending offerings
in the region.

United States:

In the U.S., securities-based lending is a well-established practice among wealth
management firms and private banks. Most major brokerage houses and wirehouses
— Morgan Stanley, Bank of America Merrill Lynch, UBS (which acquired
PaineWebber’s U.S. arm years ago), Wells Fargo, JPMorgan Private Bank, etc. — offer
SBLOCs or similar portfolio line of credit products to their high-net-worth clients.
Market penetration is high: by 2024, U.S. banks had well over a hundred billion dollars



in SBLOC balances , and growth has been strong (for example, SBLOC balances at
some firms nearly doubled from 2020 to 2021 during the market boom). U.S. SBLOCs
are typically structured as demand lines of credit tied to a brokerage or custody
account. Interest rates are usually variable, indexed to benchmarks like the Secured
Overnight Financing Rate (SOFR) or the Prime Rate, plus a spread.

Given recent Federal Reserve rate hikes, SBLOC interest costs in the U.S. have risen
to the mid-single digits or higher (commonly around 6—8% annual interest in 2024—
2025, depending on the client’s relationship and loan size). Even so, these rates often
remain lower than credit card rates or unsecured loans. U.S. regulations stipulate that
if the loan is non-purpose (not used to purchase securities), it isn’t subject to the initial
50% margin requirement of Regulation T; this allows more flexibility in loan-to-value
as long as the use of funds is for other purposes.

American UHNW clients commonly use SBLOCs for real estate purchases, tax
payments, business investments, luxury asset purchases, philanthropy, and as a
liquidity buffer for capital calls or other obligations. The SBLOC product in the U.S. is
very much mainstream — indeed, banks encourage advisors to discuss lending needs
as part of a holistic financial plan. For example, Morgan Stanley’s CEO highlighted
that only 16% of their wealth clients had loans, versus ~24% at some peers,
underscoring a push to “deepen relationships” by expanding lending to more clients.
This reflects the competitive dynamic in the U.S. wealth sector: firms see cross-selling
credit (including SBLOCSs) as a way to increase client stickiness and generate interest
income, complementing traditional investment advisory revenues.

Europe:

Europe (and Switzerland in particular) has a long tradition of securities-backed
lending, commonly referred to as Lombard loans. Private banks in Switzerland,
London, Luxembourg, and other financial centers have offered Lombard credit for
decades as a core service to wealthy clients. The European market is very mature
and highly integrated into wealth management practices. A recent study noted that
globally the volume of Lombard loans is about $4.3 trillion, and this form of lending
contributes significantly to private banks’ profits.

In Europe, clients often take out multi-currency loans — for example, borrowing in
Swiss francs or euros against a portfolio — which can be convenient for managing
currency exposure or funding international purchases. Interest rates in Europe have
historically been extremely low; during the 2010s, Lombard loan rates in CHF or EUR
were sometimes as low as 1-3%. As of early 2025, with European rates normalizing,
Lombard loans might carry ~3% interest for Swiss franc denominated advances and
~5% in euros (for example, one Swiss bank quotes Lombard rates around 3.14% in
CHF and 5.36% in EUR in 2025). These rates are still quite competitive.

European private banks often allow fairly high leverage on top-quality assets — it's not
uncommon to see 60-70% LTV on a diversified blue-chip equity portfolio, and up to
80-90% on government bonds or cash equivalents, subject to internal risk models.
The usage of SBLOCs in Europe is widespread across HNW and UHNW clients for a
variety of needs: financing real estate or renovations, bridging cash flow for business



deals, subscribing to private equity capital calls, or even for short-term liquidity to pay
tax bills pending asset sales. One report found that on average about 6% of European
private banking AUM is deployed as Lombard loan outstanding balances, though at
some banks this can range from 0% up to 25% of AUM depending on their client base
and lending philosophy.

e European regulators have begun paying more attention to this lending segment as it
grows — for instance, the European Banking Authority (EBA) issued guidelines on loan
origination and monitoring that cover Lombard loans, and banks must manage
concentration risk and be prepared for events like sudden market corrections.
Nonetheless, Lombard lending remains a highly competitive offering in Europe’s
wealth hubs, prized for its quick, flexible liquidity and often considered a standard part
of a full-service private banking relationship.

Comparative Overview
By Region

To summarize the regional differences and similarities, the table below compares key
aspects of SBLOC offerings in Latin America, the U.S., and Europe:

Aspect Latin America United States (Wealth | Europe (Private
(UHNW Focus) Management) Banking)

Market Emerging but Highly developed Longstanding tradition

Maturity & | growing fast. Global | market. Major of Lombard loans as a

Providers | private banks wirehouses and banks core private banking

dominate SBLOC (Morgan Stanley, BofA | service.
services for UHNW | Merrill Lynch, J.P.

clients (e.g. Morgan, UBS, etc.) offer | Swiss and European

Santander, UBS, SBLOCs as a standard | banks (UBS, Credit

J.P. Morgan, Credit | product. Suisse (now part of

Suisse). UBS), Julius Baer,
Broad adoption among | BNP Paribas, etc.)

Many loans are HNW/UHNW; firms routinely offer

booked via offshore | actively cross-sell portfolio-backed credit.

centers (Miami, New | lending to wealth clients

York, Zurich) as part of integrated Extremely common in

targeting regional services. wealth hubs

clients. Local banks (Switzerland,

are starting to Luxembourg, UK), with

expand offerings to Lombard lending

compete for wealthy considered a

customers. mainstream tool.




Typical Loans often Non-purpose lines of Multi-currency lending
Loan denominated in USD | credit (cannot be used (CHF, EUR, GBP,
Terms or EUR (to leverage | to buy securities). USD, etc.) is common.
lower foreign interest Attractive interest
rates). LTV typically ~50% on | rates historically — e.g.
equities (per Reg T ~3% for CHF loans,
LTV ratios in line initial margin norms), up | ~5% for euro loans in
with global to ~70-80% on high- 2025 (higher for riskier
standards (®50-70% | quality bonds/treasuries. | currencies). LTV can
on diversified equity | Interest rates variable, range widely: often
portfolios, higher on | tied to Prime or SOFR + | 50-60% on equities,
bonds). a spread (e.g. a few 70-90% on
percentage points over | government bonds or
Interest rates benchmark). iInvestment-grade fixed
depend on currency: income. Lombard
USD/EUR loans As of 2024, many loans can be
currently ~6—-8% SBLOCs carry ~6—7% structured as fixed-
interest; local interest amid higher Fed | term advances or
currency loans (if rates. No set repayment | revolving credit lines.
available) have schedule; interest-only | Interest typically
much higher rates, payments common, with | charged only on drawn
so they are less collateral maintenance | amounts, with interest
utilized. requirements in place. rates generally lower
than unsecured credit
Generally, no due to strong
amortization collateral.
required; flexible
draw-and-repay
structure.
Usage & Rapid uptake as Widely used in wealth Very common among
Trends wealth grows. plans. Common uses European and

UHNW families use
SBLOC:s for
international real
estate purchases
(e.g. luxury
properties in the
U.S./Europe),
business
investments, and as
contingency liquidity
(especially in volatile
local economies).

Global banks are
fiercely competing in
LatAm, bringing
sophisticated credit
offerings. Santander

include funding new
home purchases, tax
liabilities, charitable
commitments, or
capitalizing on
investment opportunities
without liquidating
assets.

The U.S. SBLOC
market saw significant
growth in the 2010s;
outstanding balances
reached ~$138 billion by
2024. Despite higher
interest rates now,
demand remains strong
— e.g. Merrill Lynch saw

international UHNWIs.
Lombard loans are an
integral part of wealth
management in
Europe, used for
everything from art or
yacht financing to tax
and estate planning
liquidity.

The segment has
grown 5-10% annually
In recent years ,
contributing a
meaningful share of
private banks’
revenues. European
banks closely monitor




and others have +$12 billion SBLOC portfolios and have

recently expanded growth in 2024. robust risk controls,

Lombard lending especially after events

capabilities in the Banks continue to like the 2020 market

region. promote SBLOCs as a | volatility which stress-
way to deepen client tested margin

The market is relationships and processes.

expected to expand | generate interest

alongside the income. Overall usage is high —

~$1.3 trillion wealth on average ~6% of

pool by 2029. managed assets in

Swiss private banks
are lent out as
Lombard loans —
reflecting client
comfort with
leveraging portfolios
for strategic needs.

(Table Note: Credit Suisse was a major provider of Lombard loans in Latin America and Europe;
in 2023 UBS acquired Credit Suisse, consolidating those lending operations under UBS.)

Benefits and Advantages
For UHNWIs

Securities-based lines of credit offer multiple benefits that make them attractive to ultra-
wealthy individuals as a financial planning tool:

Liquidity Without Disruption:

e The primary appeal of an SBLOC is that it unlocks liquidity without requiring the sale
of investments. UHNWIs often hold large positions in equities, bonds, or even single-
stock concentrations with low cost basis. Selling such assets to raise cash could
disrupt carefully planned portfolios and potentially trigger large capital gains taxes.
With an SBLOC, clients can borrow cash against their holdings while keeping their
portfolio intact.

e This means they continue to participate in market upside (and receive dividends or
interest) on the full value of their investments. For example, J.P. Morgan compared
two scenarios for a $10 million portfolio where $3 million was needed for an expense:
Client A sold $3 million of assets, whereas Client B borrowed $3 million against the
portfolio. Over the period analyzed, Client B’s untouched $10 million portfolio



generated significantly higher returns (net of loan interest) than Client A’s shrunken
$7 million portfolio — leaving Client B with about $148,500 (31%) more net gain than
the client who liquidated assets. This illustrates how “staying invested” via an SBLOC
can preserve upside and improve long-term wealth outcomes.

Speed and Flexibility:

SBLOCs provide fast access to cash with relatively minimal paperwork, especially for
established private banking clients. Opening a securities-backed line can often be
done in a matter of days (or even hours in some cases) once the portfolio is evaluated.
Drawing down funds is as simple as transferring from the credit line into a checking
account.

Compared to traditional loans, SBLOCSs are highly flexible: there is no fixed installment
schedule, and borrowers can repay partially or in full at any time without penalty.
Interest is charged only on the amount actually borrowed, not the entire credit line
facility. This makes SBLOCSs efficient for short-term or intermittent needs — clients can
borrow, repay, and borrow again as opportunities arise. The convenience factor is
high; as one industry piece notes, a line of credit against securities can be put in place
proactively “before a need arises,” positioning clients to quickly seize opportunities or
cover unexpected expenses without scrambling for liquidity.

Cost-Effectiveness:

For those with substantial investment assets, SBLOC interest rates are generally more
favorable than other borrowing options. Since the loan is secured by liquid collateral,
banks can afford to offer lower rates than on unsecured personal loans. Often the
rates are pegged just a percent or two above interbank lending benchmarks. As an
illustration, a Swiss private bank might charge ~3% for a franc-denominated Lombard
loan or ~5—7% for a dollar loan , which is typically cheaper than commercial mortgage
rates or certainly credit card rates.

Additionally, many SBLOC programs have no origination fees or maintenance fees
(the bank earns its profit from the interest spread and the overall relationship). Interest
accrues only on the drawn amount, so clients avoid the cost of carrying unused capital.
For UHNW borrowers with strong banking relationships, there is often room to
negotiate even more attractive spreads based on the size of assets under
management or the breadth of the relationship.

Overall, when comparing the cost of an SBLOC to the opportunity cost of selling
investments, the SBLOC often proves economically efficient — especially if the
investments’ expected return outpaces the loan interest rate, the borrower comes out
ahead (as seen in the earlier example of Client B vs. A).

Tax Efficiency and Estate Planning:

Using an SBLOC can confer notable tax advantages. By borrowing rather than selling
appreciated assets, clients defer capital gains taxes, potentially indefinitely. This is a
cornerstone of many UHNW wealth strategies in high-tax jurisdictions — for example,



in the United States, affluent investors leverage the “borrow instead of sell” approach
to delay taxes until possibly their death, at which point their heirs can inherit assets
with a stepped-up tax basis (the “buy, borrow, die” strategy).

Furthermore, interest paid on an SBLOC may be tax-deductible if the funds are used
for investment or business purposes (subject to interest deductibility rules). Many
entrepreneurs use securities-based loans to inject cash into new ventures or other
investments; the interest then can often be written off as a business expense. In some
European countries, Lombard borrowing can reduce net wealth tax, since debts are
subtracted from assets for wealth tax calculations.

Additionally, SBLOCs can play a role in estate planning: for instance, an UHNWI might
use a credit line to pay a large one-time estate tax or gift tax bill, or to fund trusts or
life insurance premiums, all while keeping the core family holdings intact. By
addressing liquidity needs in this manner, families can avoid forced sales of key assets
(such as a family business or long-held stock position) to meet tax or inheritance
obligations.

Maintaining Control of Assets:

In cases where an UHNW!I’s wealth is tied up in a single asset (like a large stake in a
company they founded), an SBLOC allows them to monetize some of that wealth
without diluting control or ownership. For example, a founder-CEO can borrow against
her company stock rather than selling shares; this provides cash for diversification or
spending while she retains her equity stake and voting rights in the company.

This benefit is crucial for those who have concentrated stock positions or illiquid
holdings — they can gain liquidity via the credit line “often without any public disclosure”
(loans against securities typically are private arrangements and do not show up on
credit reports or public filings, unless required by specific insider rules). Thus, SBLOCs
give UHNW individuals financial flexibility with minimal visibility, which can be
important for privacy and strategic reasons.

Tailored and Multi-Purpose Use:

SBLOCs are highly customizable loans. Banks will often tailor the lending terms
(within risk limits) to the client’s needs, taking into account the mix of collateral, the
client’s overall financial profile, and intended use of funds. They can be used for
virtually any purpose except margin trading. Common uses span real estate financing,
business investment, luxury purchases, funding tax liabilities, charitable giving, and
general contingency planning.

The ability to use one’s investment portfolio as a “war chest” for opportunities gives
UHNWIs a competitive edge — for instance, being able to make a cash offer on a
coveted property or swiftly close on an acquisition, knowing they have liquid funds
available through their credit line. We will see some concrete examples of these use
cases in the next section.



Use Cases and
Case Studies

Securities-based lines of credit are versatile; UHNW individuals employ them in a variety
of strategic ways. Below are key use cases — with real-world inspired examples — where
SBLOCs provide tangible benefits in wealth planning:

Real Estate Purchases and Bridging Finance:

One of the most prevalent uses of SBLOCS is to finance real estate acquisitions or
bridge short-term funding gaps in property transactions. UHNWIs often find dream
opportunities — a luxury home, a prime investment property, or a vacation estate — and
need to move faster than traditional mortgage processes allow. With an SBLOC, they
can essentially act as a cash buyer.

Case Study — Buying a Dream Home: Jennifer, an ultra-high-net-worth client, had long
admired a historic mansion in her neighborhood. When it unexpectedly came up for
sale, she wanted to act quickly before others could bid. Instead of inserting a
contingency to sell some investments or waiting for mortgage approval, her advisor
helped her tap a line of credit secured by her $10 million portfolio. Jennifer was
approved for a $4 million SBLOC and drew $3 million to make a cash offer. In fact, the
seller chose her offer even though it was slightly lower than a competing bid, simply
because her cash deal could close quickly without financing complications. Within five
weeks, the sale closed and Jennifer moved into her new home, using the SBLOC
funds. She then proceeded to sell her previous house at a reasonable pace and
eventually took out a longer-term mortgage at a favorable rate to pay down the credit
line.
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This example highlights how SBLOCs give UHNW buyers an edge in competitive real
estate markets — they can deploy cash immediately, then refinance or repay on their
own timeline. Similarly, SBLOCs are used as bridge loans: for instance, to pay for a
new property while awaiting the sale of another property or the vesting of a large
bonus. They are also used to finance renovations, construction, or to purchase unique
assets like land or estates in foreign countries, all without liquidating investments in
the interim.

Business Investments and Entrepreneurship:

Many UHNW individuals are business owners or active investors in enterprises.
SBLOCs provide a ready source of capital for business expansion, acquisitions, or
new ventures. Rather than going through the lengthy process of selling equity or
raising capital — or taking out a high-cost commercial loan — an entrepreneur can
leverage their personal investment portfolio to inject funds into a business quickly.

Case Study — Funding a Business Acquisition: Mark is an entrepreneur with a
$20 million investment portfolio and a majority stake in an audio equipment company.
He identified a complementary hardware manufacturer for acquisition, a move that
could accelerate his company’s growth. The purchase price was substantial, and Mark
initially considered liquidating a portion of his portfolio to raise cash. However, selling
would have triggered a large capital gains tax bill and caused him to miss out on future
market gains on those investments. Taking a traditional business loan against his
company was another option, but that debt might come at a higher interest rate (since
his company’s assets were less diversified and more illiquid than his personal
portfolio) and would involve complex legal structuring. Instead, Mark’s advisor
recommended using a securities-based line of credit. Mark qualified for a sizeable
SBLOC by pledging his portfolio, borrowed the necessary funds, and loaned the
proceeds to his company to complete the acquisition. This approach kept the
transaction simple and fast. His business acquired the target firm and is now on track
for significant growth, while Mark remained fully invested personally — allowing him to
continue participating in stock market gains he otherwise would have missed had he
sold assets.

This case underscores how SBLOCs enable savvy entrepreneurs to capitalize on
opportunities immediately. UHNWIs also use such lines to fund start-ups, private
equity capital calls, or opportunistic investments (e.g. if a private company they invest
in needs a bridge loan, they might use their SBLOC to provide it). The flexibility and
speed of drawing on personal credit can make the difference in closing a deal or
securing a time-sensitive investment.

Tax and Estate Planning Liquidity:

A common challenge for wealthy individuals is managing large tax payments or estate
settlements without fire-selling assets. SBLOCs offer a solution by providing liquidity
to meet these obligations in a timely manner. For example, clients use SBLOCSs to pay
annual income taxes or a big capital gains tax bill, particularly if those taxes are due
before they want to liquidate any holdings (or if selling assets to pay tax would itself
incur further gains). By borrowing to pay the tax now, they can then gradually sell



assets over a longer period or wait for a more favorable market, thereby potentially
reducing the tax impact.

e Case Study — Funding an Urgent Financial Commitment: Fran is a 75-year-old wealthy
widow who just listed her home for sale as she plans to relocate closer to family.
Suddenly, an opening becomes available at an exclusive long-term care facility near
her daughter, but to secure her spot she needs to put down a substantial deposit within
seven days and pay the remainder in two months — well before her house is likely to
sell. Her advisor quickly helps establish an SBLOC against her investment account
within a few days. Fran immediately wires the required deposit from the credit line,
and subsequently uses additional draws to cover the final payment for the facility, all
without liquidating investments on short notice. By doing so, she avoids incurring any
capital gains taxes that would have resulted from hurriedly selling assets, and she’s
not forced to accept a discounted price on her home via a rushed sale. Once her home
eventually sells for a good price, Fran can use the sale proceeds to pay off the SBLOC.

e This scenario demonstrates how SBLOCs can bridge liquidity for life events — whether
it's paying for healthcare, covering a tax obligation, or any major expense — in a way
that optimizes the individual’s financial outcome (tax-wise and investment-wise).
Similarly, SBLOCs are sometimes used by heirs or estate executors to pay estate
taxes or to buy time for settling an estate, ensuring that inheritances (like family
business shares or properties) don’t have to be sold under duress. The quick access
to cash can thus preserve family wealth by preventing ill-timed asset dispositions.

Luxury Purchases and Lifestyle Needs:

« UHNW individuals may also use SBLOCs to fund significant lifestyle purchases or
obligations in a strategic way. Buying a yacht, private aircraft, or fine art are examples
where an SBLOC can be employed. Rather than liquidating a large sum from
investments (possibly at an inconvenient time in the market), the client can finance
the purchase via the credit line and later decide the most efficient way to repay —
whether by cash flow, asset sales, or refinancing.

« Private banks often list “specialty asset” purchases like yachts, aircraft, or art among
common uses of securities-backed lines. From a planning perspective, using a loan
for such purchases can make sense if the client’s portfolio is yielding returns above
the loan rate or if they anticipate paying off the loan after a liquidity event.

e Moreover, having an existing SBLOC in place allows clients to act as cash buyers in
auctions or private sales of collectible assets, which can give them negotiating power.
Some clients also use SBLOCs for philanthropic or family purposes — for instance,
making a large charitable donation or a gift (perhaps to fund a family member’s venture
or real estate purchase) and then later replenishing the funds in a tax-efficient manner.

In all these cases, the common theme is that SBLOCs provide flexible, fast, and sizable
liquidity that enables UHNWIs to execute their plans or react to opportunities without
derailing their long-term investment strategy. Whether it's seizing an investment
opportunity, covering an obligation, or enhancing lifestyle, the SBLOC serves as a
powerful financial tool in the hands of the wealthy.



Private banks often highlight this as “liability management” being the flipside of asset
management — advising clients not just on investments, but on how to borrow optimally
against those investments to meet their objectives. As one industry guide noted,
borrowing can enhance a wealth plan by reducing transaction costs, avoiding forced sales
in down markets, and deferring taxes. The case studies above each illustrate one of these
advantages in action.

Key Banks and SBLOC Offerings
In Latin America

Several international private banks lead the SBLOC market for Latin American UHNWIs,
leveraging their global platforms to serve clients across the region. Below are some of the
notable players and their offerings:

Santander Private Banking:

e« As a major Spanish bank with deep roots in Latin America (operations in Brazil,
Mexico, Chile, Argentina, etc.), Banco Santander has made securities-backed lending
a key part of its private banking suite. In 2024, Santander was recognized as one of
Latin America’s top private banks, in part due to expanding its product range to include
Lombard loans and other sophisticated solutions.

o Santander offers Lombard credit in multiple countries and through its international
wealth management units, allowing clients to borrow against portfolios held in local or
offshore accounts. They emphasize integrating these loans into clients’ overall wealth
plans and have invested in training advisors and technology to deliver SBLOCs
efficiently. For example, a Santander Brazil private client might secure a USD-
denominated SBLOC through Santander’'s Miami office, tapping global markets while
working with local relationship managers.

UBS (and former Credit Suisse)

« Wealth Management: UBS, the Swiss banking giant, is a dominant force in wealth
management globally and in Latin America. UBS has long courted Latin American
UHNW families, often via its offices in Zurich, Geneva, and more regionally in cities
like Miami (a hub for Latin American private banking). Lombard lending is a core
offering of UBS - typically, UBS will lend against diversified portfolios of liquid
securities, and also consider structured products or large single-stock positions with
tailored terms.

o Credit Suisse historically also had a strong franchise in Latin America, providing
Lombard loans out of its Switzerland and Miami platforms. Following UBS’s acquisition
of Credit Suisse in 2023, the combined bank retains a huge footprint in the region’s



wealth market. UHNW clients from Latin America working with UBS can expect
competitive SBLOC terms thanks to the bank’s extensive experience and balance
sheet.

UBS often provides bespoke lending for clients, including accepting a mix of collateral
(e.g., marketable securities and perhaps illiquid assets with haircuts) and offering
multi-currency facilities.

With the integration of Credit Suisse, UBS now serves even more Latin American
clients and has reportedly increased credit to this segment, while also carefully
managing risk exposures (in 2023, UBS signaled it would scale back some of the
riskiest loans from the Credit Suisse era, particularly in regions like Asia, to maintain
prudent risk levels). In Latin America, UBS’s ability to lend is a major differentiator
when attracting clients — it can enable clients to tap Swiss franc or U.S. dollar credit
at attractive rates, which local banks might struggle to match.

J.P. Morgan Private Bank:

J.P. Morgan is another key international player serving Latin American UHNWIs, often
via its New York and Miami offices and through teams on the ground in cities like Sao
Paulo and Mexico City. J.P. Morgan’s private bank actively markets Securities-Based
Lending as part of its wealth management offering. The bank emphasizes a holistic
approach — aligning any credit solution with the client’s overall portfolio strategy and
long-term goals. J.P. Morgan’s SBLOC platform allows clients to borrow against a
broad array of assets (stocks, bonds, mutual funds, etc.) and offers the typical benefits
of staying invested, flexibility, and potential tax efficiency.

Given J.P. Morgan’s large investment bank and balance sheet, it can handle very
large credit lines for its ultra-wealthy clients. It's not uncommon for JPMPB clients in
Latin America to use SBLOCs for major investments such as acquiring commercial
real estate or stakeholdings in businesses. The bank’s Latin America website explicitly
notes uses like funding new purchases, real estate, tax expenses, or even specialty
assets like art and aircraft via SBLOC, highlighting how the line “allows you to remain
invested... without disrupting your long-term strategy.”

J.P. Morgan’s strong regional presence and high service level make it a go-to for many
Latin American elites looking for credit solutions in conjunction with wealth advisory.

Credit Suisse (Now UBS) and others:

Prior to its merger into UBS, Credit Suisse was highly active in Latin America’s wealth
market, with a reputation for serving entrepreneurial clients in Brazil, Mexico, and the
Southern Cone. It provided Lombard loans through its Zurich headquarters and
elsewhere, similar to UBS.

While the Credit Suisse brand is now retired, its capabilities continue under UBS.
Other notable institutions include Morgan Stanley, which serves international clients
(though Morgan Stanley’s wealth management is mostly U.S.-domestic, it does have
a Global Sports/Entertainment and international client segment that includes Latin
Americans, often servicing them through U.S. offices).



« HSBC Private Banking, Citi Private Banking and Deutsche Bank Wealth
Management are also present in Latin America, albeit more selectively; they too offer
SBLOCs as part of their credit offerings. BBVA (Spain’s other large bank) and Itau
Private Bank (based in Brazil) cater to the high-net-worth segment and have
introduced securities-backed lending for top-tier clients, sometimes in local markets
or through international subsidiaries. And boutique wealth managers like Julius Baer
(a Swiss private bank with a dedicated LatAm focus) are very active — Julius Baer
expanded in the region by hiring teams from Credit Suisse and others, offering
Lombard loans as a staple product.

In Latin America, a key point is that competition among private banks is intensifying, and
credit capabilities are a distinguishing factor. Banks like Santander have won awards
partly for innovating in lending and providing comprehensive solutions. Clients often
choose a private bank not just for investment performance but for how effectively it can
support their liquidity and financing needs (for instance, financing a family business
expansion or enabling a lifestyle purchase).

As global and local players jostle for market share, UHNW clients in Latin America now
have access to a breadth of SBLOC offerings comparable to those available to peers in
New York or Zurich. This trend reflects an overall maturation of the Latin American wealth
management industry, with products like Lombard loans becoming standard in the UHNW
toolkit.

Risks and
Considerations

While SBLOCs offer substantial benefits, they also come with important risks and
considerations that UHNW individuals and their advisors must carefully manage:

Market Risk and Margin Calls:

« The biggest risk of an SBLOC is that the value of the pledged securities can fluctuate.
If the market value of the collateral falls significantly, the borrower’s loan-to-value
(LTV) ratio can breach acceptable limits, triggering a margin call or collateral call. In
such a scenario, the bank will require the client to pledge additional collateral or repay
part of the loan to restore the LTV to a safe range. If the client cannot do so in time,
the bank has the right to liquidate some of the collateral assets to reduce the loan
balance. This forced sale could happen at an inopportune moment — for example, in
the middle of a market downturn — potentially locking in losses. UHNW borrowers,
who often have large and sometimes concentrated portfolios, need to be mindful of
this risk.



Diversification of collateral and maintaining a prudent buffer (not utilizing the credit
line to the maximum) can help reduce the chance of a margin call. During periods of
high market volatility (such as the COVID-19 induced market crash in March 2020),
banks issued numerous margin calls on Lombard loans, putting their risk
management processes to the test. A sudden drop in equity markets or even a single-
stock collapse can rapidly erode collateral value.

Therefore, regular monitoring of the portfolio and proactive communication with
lenders is essential. Many private banks will work with clients to navigate difficult
markets — for instance, allowing substitution of collateral or a short grace period to
meet a margin call — but ultimately they will enforce collateral requirements to protect
themselves. For the borrower, it’s crucial to use leverage judiciously and have extra
assets available to pledge if needed.

Interest Rate and Financing Risk:

SBLOC interest rates are typically variable. As noted earlier, they often track
benchmarks like central bank rates. This means interest rate risk is a factor — if rates
rise, the cost of borrowing can increase substantially. We saw this in 2022—-2023
when the U.S. Federal Reserve and other central banks hiked rates aggressively;
SBLOC rates that were perhaps ~2—3% jumped to 5-7% or more.

Borrowers must be prepared for such increases in carrying costs. If an SBLOC is
being used for a long-term purpose (say a 5—10 year investment or an illiquid asset
purchase), the client carries the risk that interest costs may be higher in the future,
affecting the economics of their strategy. In some cases, banks might offer fixed-rate
Lombard loans or fixed advances for a set term, which can mitigate rate risk at the
cost of flexibility.

Additionally, SBLOCs are demand loans — the bank typically reserves the right to call
the loan or reduce the line at its discretion (for example, if the collateral quality
deteriorates or the bank changes its credit policy). This is usually not an issue for
well-collateralized accounts, but it's a risk to acknowledge: the lending is
uncommitted long-term; it’s reliant on the bank’s ongoing comfort and the client’s
relationship. Borrowers should also be aware of the potential for the bank to change
the advance rates (LTVsS) on certain securities — if a particular stock or bond is
deemed more risky, the bank can reduce its lending value, effectively raising the
required collateral maintenance level.

Opportunity Cost and Over-Leverage:

While SBLOCs help avoid the opportunity cost of selling investments, they introduce
a new dynamic — borrowing amplifies exposure. If the investments perform well, the
strategy works great (the portfolio gains more than the loan interest). But if the
investments decline in value, the client suffers the market loss plus still owes interest
(and possibly principal if they decide to pay down). In the worst case, an over-
leveraged investor can erode their net worth by holding onto a falling asset and
simultaneously paying interest on a loan secured by that asset. Thus, using SBLOCs
requires a disciplined approach: the borrower should strongly believe in the long-term



value of their investments and have a plan for downside scenarios. It's often advised
not to max out the available credit — leave a cushion.

UHNWIs usually have complex balance sheets, and an SBLOC is one tool among
many; it should be used in moderation relative to their total wealth to avoid over-
leveraging their investment portfolio. Another point is psychological or behavioral —
easy access to credit against one’s investments might tempt some to spend beyond
their means or invest in very risky ventures thinking they have “free cash.” Advisors
caution that SBLOCs, despite being secured, are still debt that needs to be repaid.
The flexibility in repayment should not lead to complacency in repayment. Interest
can compound if one continually capitalizes it (i.e., lets interest add to the loan
balance).

UHNW individuals, like anyone else, need to ensure they have a clear plan for how
and when the SBLOC will be repaid (e.g., from a liquidity event, asset sale, or cash
flow from investments).

Asset Concentration and Eligibility:

Not all assets are equal in the eyes of a lender. Private banks typically assign lending
values only to marketable securities — publicly traded stocks, bonds, ETFs/mutual
funds, and sometimes cash value life insurance or very liquid alternative investments.
If a client's wealth is mostly in a concentrated stock position or a privately-held
business, the SBLOC will either not count those assets or will assign a low LTV
(perhaps 20-50% for a single-stock that is highly volatile, or essentially zero lending
value for a private company equity unless structured via a separate agreement).

Even if a single stock is eligible, the bank may cap how much it will lend against that
one position (to manage concentration risk). Therefore, UHNWIs with concentrated
portfolios may face more stringent terms. They might need to diversify or accept a
smaller credit line relative to their total wealth. Additionally, certain securities might
be ineligible (for instance, penny stocks, highly illiquid small caps, or risky bonds
might not be accepted as collateral at all). During times of stress, banks can also
reduce the universe of eligible collateral or increase haircuts.

For clients, it's important to understand their portfolio’s composition and how that
translates to lending value. This risk is more about expectations and planning: a client
might assume they can get, say, $5 million against a $10 million portfolio, but if that
$10 million is mostly one volatile stock, the bank might only offer $2 million or less.
Engaging in portfolio planning with lending in mind can help; in some cases, clients
proactively restructure holdings (e.g., move into a managed diversified portfolio) to
maximize their SBLOC capacity.

Legal, Regulatory, and Covenant Considerations:

SBLOC agreements often contain clauses that borrowers should be aware of. For
example, the bank may require that the borrower not encumber the assets elsewhere
or take on additional liens. They may also include covenants like maintaining the
account with the bank (obviously) and restrictions on using the funds for certain



purposes (e.g., no illegal activities, and as noted, typically not for buying marginable
securities).

e Inthe U.S., using SBLOC funds to invest in securities could unintentionally violate
margin regulations, so advisors ensure clients segregate those activities. Another
consideration: if the borrower has other loans with the bank (such as mortgages or
custom credit), the SBLOC might be cross-collateralized or cross-defaulted (meaning
a default on one could affect the other).

« UHNW individuals usually have legal counsel or family office staff review significant
credit agreements, but it's worth highlighting that SBLOCs, despite their convenience,
are still formal credit facilities with contractual obligations. From the bank’s
perspective, these are demand loans, and they often reserve wide latitude to protect
their capital — including calling a loan due or liquidating collateral without advance
notice if necessary. Clients need to be comfortable with that arrangement and trust
the relationship with their bank.

Reinvestment and Misuse Risk:

e A subtle risk is misuse of the SBLOC for additional leverage in investments. While
non-purpose SBLOCs aren’t meant for buying securities, some clients might be
tempted to use the liquidity to make further investments (e.g., invest in a new stock,
or double down on a position outside the margin account). This effectively increases
their leverage and exposure to market risk. It can lead to a dangerous spiral if done
recklessly — borrowing to invest more can amplify losses.

e Even using SBLOC funds for relatively safer investments (like buying real estate)
introduces an element of asset-liability mismatch if not planned well — for instance,
using a short-term credit line to finance a long-term illiquid asset could be problematic
if the bank suddenly doesn’t renew the line or market conditions change. To mitigate
such risks, best practice is to align the use of an SBLOC with clear objectives and
exit strategies. If the loan is funding an investment, the borrower should have a plan
for repayment that isn’'t solely dependent on that new investment’s performance
(perhaps they plan to refinance it with a longer-term loan or gradually pay down from
income).

« Banks do monitor usage to an extent and may ask for updates on what the funds are
used for, especially for large loans, to ensure there’s no violation of terms or
heightened risk.

In summary, prudent management is key when utilizing an SBLOC. Private banks often
counsel their UHNWI clients on these risks and perform regular check-ups on the health
of both the portfolio and the loan (stress-testing the portfolio against market shocks, for
example). Many UHNW families employ conservative loan-to-value ratios far below the
maximum allowed, as a buffer.

They also keep additional assets in reserve or maintain multiple banking relationships so
that they have flexibility if one bank tightens terms. As with any leverage, the mantra is:
use it carefully and with a clear purpose. When used responsibly, SBLOCs can greatly



enhance financial planning options; but if misused or left unchecked, they can magnify
losses or create liquidity crunches at the worst times.

Conclusion

Securities-based lines of credit have solidified their role as a valuable financing tool for
ultra-high-net-worth individuals, marrying the investment world with bespoke banking
services. For Latin America’s growing ranks of UHNWIs, SBLOCs offer a pathway to
liquidity that was historically challenging to obtain locally — now global private banks and
top regional banks provide these loans, enabling clients to access credit in stable
currencies and at competitive rates. We have seen that SBLOCs confer numerous
advantages: they allow the wealthy to unlock cash for opportunities or obligations without
derailing long-term investment strategies, provide flexibility and speed unmatched by
traditional loans, and can yield significant tax and strategic benefits when integrated into
a holistic plan. Real-world examples demonstrate how UHNW families use these credit
lines to buy properties, invest in businesses, manage tax liabilities, and fund major
purchases — all while keeping their financial capital actively invested and growing.

However, SBLOCs are not without risks. Market volatility can quickly change the
equation, and both lenders and borrowers must remain vigilant. The recent decade — with
its bull markets, low interest rates, followed by sharp rate hikes and bouts of turbulence
— has been a testing ground for securities-based lending. It has largely proven resilient
and mutually beneficial for banks and clients, but it also highlighted the importance of risk
management practices, such as not over-leveraging and preparing for margin calls.
UHNWIs, with their typically sophisticated financial acumen (often aided by family offices
or advisors), are generally well-equipped to navigate these risks, treating SBLOCs as one
element of a broader financial strategy.

Comparatively, the U.S. and Europe have led the way in embracing securities-based
lending, embedding it into the fabric of wealth management. Latin America is fast catching
up, as evidenced by global institutions expanding in the region and local private banks
elevating their services. The competitive landscape in Latin American private banking
now mirrors that of more mature markets, with SBLOC offerings used as a differentiator
to attract and retain top-tier clients. This is ultimately positive for UHNW individuals: more
choice and expertise in the market translates to better-tailored credit solutions and terms.

In a business context, securities-based lines of credit exemplify the trend of wealth
management converging with corporate-style banking — clients expect their banks to not
only manage investments but also to provide intelligent financing against those
investments. For banks, SBLOCs drive interest income and strengthen client loyalty
(assets held as collateral are less likely to move elsewhere). For clients, SBLOCs unlock
the liquidity embedded in their portfolios, turning passive holdings into a source of active
capital when needed. It's a symbiotic relationship built on trust and calculated risk-taking.



Going forward, we can expect securities-based lending to continue growing, though
perhaps at a moderated pace. Innovations such as digital lending platforms, more
dynamic risk monitoring, and even insurance products to protect against margin calls may
further enhance the appeal and safety of SBLOCs. UHNW families in Latin America and
beyond will likely increasingly view the ability to “borrow against the portfolio” as a
standard component of wealth planning — as common as having a trust or a family holding
company. In conclusion, when used judiciously, SBLOCs are a powerful financial lever:
they provide liquidity, flexibility, and opportunity, effectively allowing the ultra-wealthy to
have their cake (keep investments) and eat it too (enjoy immediate cash), so long as they
mind the inherent leverage risks. In the dynamic landscape of global private banking,
securities-based lines of credit stand out as a prime example of tailored financial
innovation delivering tangible value to UHNW individuals.
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