Securities-Based Lines of Credit in Practice: Helping
a Business Owner Start a New Chapter

Selling a business is a monumental milestone. But that sale is often followed by a question: What’s next? For one financial
professional’s client who had just sold his company, the answer was to jump headlong into a large commercial real estate
transaction, using a securities-based line of credit (SBLOC) that delivered the liquidity and flexibility he needed.
The GS Select® line of credit team recently worked with the financial professional who was helping the client find a flexible way to
finance the deal, which included several commercial properties housing a gas station and retail space. The client could have paid
cash, sinking more than 70% of the proceeds from the business sale into the real estate purchase. But he was reluctant to tie up so
much of that cash in relatively illiquid real estate assets — and especially reluctant to do so in a very volatile economic environment.
Another option was to finance the purchase with a commercial mortgage. While a mortgage would protect his liquidity, the
underwriting process required lender appraisals, environmental reviews and a lot of billable hours from lawyers. That process would
be costly and time consuming.
The financial professional suggested a third option, an SBLOC. By investing the money earmarked for the real estate deal into a
high-quality municipal bond fund, the client could borrow against those assets as a line of credit he could use to purchase the
properties.
The SBLOC solution was appealing for several reasons. It offered plenty of flexibility, allowing the client to draw from the line of
credit when he needed and pay down the balance on his own schedule without a prepayment penalty. The client would need to
make regular interest payments on the SBLOC but could also obtain a very favorable interest rate spread due to historically low
interest rates. The result: The SBLOC offered the financial flexibility and liquidity the client wanted along with a timely strategy to
capitalize on low rates.
The client moved forward with the SBLOC. Their financial professional worked with their GS Select Regional Lending Manager to
create four separate lines that allowed the client to make the purchases on behalf of his family’s four irrevocable trusts. The client
drew on those lines of credit over a 90-day period, giving him time to move quickly — but carefully — in the purchase of each
property.
The SBLOC enabled the client to take his next entrepreneurial step without sacrificing liquidity and while retaining the flexibility to
adapt to changing market environments. And that’s another milestone the client was happy to celebrate.
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