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For some taxpayers, these changes could mean an increase in taxes 
owed, while others are simply unsure what their obligations will be. 
That’s why many of our clients are meeting with their Advisors and 
CPAs to discuss their strategies, understand their options and ensure 
they have access to liquidity to meet their tax obligations. 

There are typically three options to consider in order to source the 
funds you need:

• Using available cash is always an option, but regularly holding
cash balances can have high opportunity costs

• Selling assets can trigger unfavorable tax consequences or
disruptions to your investment portfolio

• Having a line of credit that uses your portfolio as collateral may
be a smarter short- and long-term solution

LIQUIDITY WHEN YOU NEED IT
With a securities-based line of credit, you have the access to the funds 
you need, backed by the strength of your portfolio. 

It allows you to consider an alternate funding option to make tax 
payments, meet capital calls or fulfill other obligations. You can keep 

your investments working for you and pursue your long-term goals 
without disrupting your portfolio allocation or incurring potential capital 
gains taxes. 

FLEXIBLE BENEFITS 
Your line of credit can make a difference anytime you need to access 
liquidity—not just to meet financial obligations such as taxes. It’s also a 
ready source of funds in a variety of situations. For example, you may 
want to start or expand a business, move quickly to acquire an ideal 
property, or fund your child’s college education. 

Your line of credit can be structured tax-efficiently to help you grow 
and preserve wealth more effectively. There are no fees to set up a line 
of credit, and you only incur interest charges on the funds you use. 

MAKE A MOVE YOU’RE CONFIDENT IN
And to do that, it’s important you consider the risks of borrowing 
before you move forward. Your Advisor can walk you through these 
risks in more detail and what they mean for your individual situation.

• Interest rate fluctuation. The interest you pay on your line of
credit changes as the U.S. dollar London Interbank Offered Rate

USING A LINE OF CREDIT TO REMAIN INVESTED
A HYPOTHETICAL EXAMPLE

A client recently sold a business for $7.5 million and  
immediately put the proceeds to work in a diversified  
portfolio. However, as a result of the sale, she was faced  
with a large tax bill that she needed to fulfill this year.

Rather than liquidate a portion of her portfolio, she opted  
to establish a line of credit using the investment portfolio  
as collateral. This allowed her to use the credit line proceeds  
to meet her tax obligation while keeping her investment  
portfolio working toward her long-term goals. 

The hypothetical total return scenario shown above is based on a Balanced Portfolio with Hedge Funds, and the return is calculated algebraically based on the hypothetical total 
portfolio return, total investment (including loan amount) and loan cost. The total portfolio return is 6.0%, and the total loan cost is 3.20% (1-month LIBOR as of February 7, 2020 + 
150 bps). 

Assumptions: The client has $7.5 million invested in a Balanced Portfolio and required $2 million to meet tax obligation. In Option A, the client takes $2 million from her investment 
portfolio to cover the upcoming tax obligation. In Option B, the client established a $2 million line of credit, collateralized by the investment assets in her portfolio, to fulfill the 
upcoming tax obligation.

Please read important disclosures on reverse.

Changes made to the tax code back in 2017 will continue to impact regulations for the next several years. While these changes 
include an increase in the standard deduction, they also mandate limits to itemized deductions, reduce the number of tax 
brackets and revise many other aspects of the tax code, including mortgage interest and property tax deductions.

		 OPTION A	 OPTION B
Not using a line of credit	 Using a line of credit

	 BALANCED PORTFOLIO	 $7,500,000	 $7,500,000

	 LIQUIDATION AMOUNT	 $2,000,000	           —

	 REMAINING INVESTMENT	 $5,500,000	 $7,500,000

	 TOTAL EQUITY RETURN	 $330,000	 $450,000

	 TOTAL LOAN COST	           —	 ($64,000)

	 NET EQUITY RETURN	 $330,000	 $386,000

VALUE ADDED BY USING A LINE OF CREDIT      $56,000
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IMPORTANT INFORMATION
JPMorgan Chase & Co. and its affiliates do not provide tax, legal or accounting advice. This material has been prepared for informational purposes only, and is not intended 
to provide, and should not be relied on for, tax, legal or accounting advice. You should consult your personal tax, legal and accounting advisors for advice before engaging 
in any transaction. 
Securities-based lines of credit are extended in J.P. Morgan’s discretion and J.P. Morgan has no commitment to make loans to you under a securities-based line of credit. Any loan 
extended under a securities-based line of credit is subject to credit approval by J.P. Morgan and, if approved, the terms and conditions contained in definitive loan documentation 
governing the line of credit.
A line of credit collateralized by the securities in your investment account(s) involves certain risks and may not be suitable for all borrowers. J.P. Morgan assigns values to these 
securities and, at any time and without notice to you, may increase or decrease these values or change the eligibility of these securities as collateral. A decline in the value of these 
securities collateralizing your securities-based line of credit (whether due to a market downturn, market volatility or otherwise) directly impacts the amount of credit available to you 
and may require you to provide additional collateral and/or pay down your line of credit in order to avoid the forced sale of these securities by J.P. Morgan. Please review these and 
other risks in more detail with your advisor, and make sure to read your line of credit documentation carefully so that you fully understand your obligations and the risks associated 
with this opportunity.
An exercise of remedies by J.P. Morgan in connection with your securities-based line of credit may affect the performance of your investment management or investment advisory 
account(s), and may cause such accounts to no longer conform to applicable investment guidelines. When selling securities, J.P. Morgan is not required to act in accordance with any 
fiduciary duty it might otherwise have as your investment manager or investment advisor. 
It is important to note that the Bank and its affiliates may earn more if you borrow against your securities and other assets rather than liquidate assets to meet your cash needs. 
JPMorgan Chase Bank, N.A. and its affiliates (collectively “JPMCB”) offer investment products, which may include bank-managed accounts and custody, as part of its trust and 
fiduciary services. Other investment products and services, such as brokerage and advisory accounts, are offered through J.P. Morgan Securities LLC (“JPMS”), a member of FINRA 
and SIPC. JPMCB and JPMS are affiliated companies under the common control of JPMorgan Chase & Co. 
Bank products and services are offered by JPMorgan Chase Bank, N.A. and its affiliates.
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(LIBOR) moves. These changes can lead to higher or lower 
borrowing costs for you.

• Margin calls and liquidation. If your investments drop below a
certain level and a collateral shortfall occurs, then you will be in
a margin call. In order to avoid the forced sale of your investments,
you may need to sell some of your investments and use the
proceeds to pay down your line of credit and/or provide additional
collateral to cover the shortfall.

LEARN MORE
Your J.P. Morgan team can help you review your borrowing strategies, 
ensuring that your liabilities are aligned with your financial goals, and 
help you evaluate your liquidity needs. Together, you can determine 
the right credit strategy for your short-, medium- and long-term 
needs in the context of your overall wealth strategy. 




