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2020 was a watershed moment for securities-based 
lending (SBL). Investors experienced unplanned liquidity 
needs caused by business disruptions or by opportunities 
to buy assets at a discount. But no investor wants to sell at 
the wrong time and disrupt their investment strategy. These 
factors have created an imperative for financial advisors to 
offer SBLs to their clients and fulfill the promise of advice 
beyond investing.

SBLs offer investors a way to open a line of credit using 
the value of their non-retirement investment portfolio as 
collateral. This can be an appealing lending option to meet 
liquidity needs while staying invested. SBLs can be used for 
any purpose except to purchase, carry, or trade securities 
and often have lower interest rates and higher advance rates 
than margin loans. Among investors, even high-net worth 
investors, there may be a lack of awareness of SBLs, giving 
advisors a unique opportunity to meet their clients’ needs 
by taking advantage of the following key trends. 

Wider Adoption of SBL by Advisors and Investors
With investment advice increasingly commoditized, tak-
ing a total balance sheet approach is a rising trend in 
wealth management. Investors are looking for holistic 
advice that covers their cash and lending needs. As a 
result, more advisors are embracing SBL and incorpo-
rating it into their conversations with their customers. 
SBLs are an appealing option when investors have liquid-
ity needs such as a bridge loan or a real estate purchase 
that requires a large cash outlay. Many advisors have 
realized that having their clients borrow through them, 
leads to deeper relationships, satisfied customers, and 
retaining and growing assets under management (AUM). 

Shift to In-house SBL
Some advisors still refer clients to custodians or a 3rd party 
for SBLs, thereby losing oversight. Having an SBL product 
in-house is a trend that gives advisors the tools and infor-
mation they need to incorporate liquidity into their advice. 
Fiduciary advice for SBLs starts upfront with an eligibility 
assessment to determine loan suitability as well as a client’s 
capacity to responsibly borrow. In-house SBL loan products 
come with competitive interest rates, generally lower than 
most 3rd party offerings. With an in-house SBL product, 
advisors can proactively monitor risk to see potential risks 
during the life of loan, creating opportunities to proactively 
determine mitigation strategies. Offering an in-house SBL 
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