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Margin Loan

Non-purpose Loan

Permissible Use of
Loan Proceeds

Purchase or carry securities

Any purpose other than
purchase or carrying
securifies

Eligible Collateral Marginable securities Any collateral acceptable
to the lender
Release Rates 50% for equities; up to 95% | Generally higher than for a

bonds

margin loan

Interest Rate Charged

Vanable; priced as a spread
to Broker Call Rate; based
on amount borrowed

Vanable; priced at a spread
to 30-day LIBOR; based
on qualifying amount

Interest payment
terms

Charged monthly; no cash
payment required; inferest

Charged monthly; no cash
payment required; interest

added to loan balance added to loan balance
Repayment Terms May be repaid in whole or | May be repaid in whole or
in part at any time without | in part at any time without
penalty penalty
Call Features Callable anytime Callable anytime

Source: Securities-based Lending (2015) 984 Paul Meyer
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a81911N Mink Hollow Advisors #%1n19ulseuiiay Benefits & Risks of Securities-based Lending ﬁﬂ[ﬁiﬂé’r:}:

v

(Borrower) uazg T (Lender) Aamnssnuans taeldrnte Securities-based Lending 91 SBL 136sil

al
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» Substantially lower interest rates, » SBL offers an additional and lucrative
reduced risk relative to a traditional income stream without much added risk
margin loan

* The liquidity of securities mitigates
* Precludes the need to sell securities, much of the credit risk associated with
thereby avoiding a taxable event for traditional lending.
the investor
» SBL offers advisors a distinct way to
» Ability to borrow between 50% to 95% differentiate services and consolidate
of eligible assets, depending on the client wallet share. These lending
collateral and type of credit solutions allow client assets to stay
in-house, rather than be liquidated to
* Access to cash within a couple of days, go elsewhere
with a great deal of repayment flexibility

* Volatility of stocks increases risk of » Although securities can be liquidated,
forced liquidation if the market falls and the volatility of stocks increases the risk
collateral value plunges of collateral value plunging, forcing

lenders to take a loss

» If there's a market plunge and the value
of securities pledged as collateral » Risk of brand damage due to
drops below the minimum threshold set perception of banks strong-arming
by the brokerage firm, borrowers may clients to borrow against their securities
be required to promptly pay down a
loan or deposit additional collateral

* The firm has the right to sell off some
securities without notifying the
borrower, potentially triggering big
capital-gains taxes

Source: Mink Hollow Advisors survey (2017)
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