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Best Ways to Get a Loan Against Securities

Delhi, India Apr 12, 2023 (Issuewire.com) - Wealth generation is about managing assets optimally to
generate more income. There are many critical investment classes for long-term wealth generation
investments into equities, mutual funds, bonds or index fund holdings, etc (liquid investments) that can
be strategically used by the investors as an instant loan against securities for better prospects like
passive income generation, short-term investments, or a consistent long-term wealth generation
planning.

An opportunity like a loan against mutual funds is a potential solution wherein the investors can pledge
their securities and make use of the available margins for reinvestments or other short-term
requirements. In this article, the 3 best ways to get a loan against equity securities are discussed in
detail. Unlike the past wherein investors must visit banking institutions, contemporary developments
facilitate investors with quick loans online.

Abhi Loans is a reputed NBFC institution that facilitates the quick and effective processing of loans
against shares, mutual funds and loan against bonds in simple and easy steps for customers. There
are distinct ways in which digital loans against mutual funds can be received by investors, and the
following three are the major approaches.

Margin Trading

Margin trading can be a good option as a loan against securities online as it allows investors to leverage
the value of their securities, increasing their potential returns. Few benefits of this set-up are

Greater buying power: Margin trading allows investors to buy more securities using the loan against
shares interest rate than they would be able to with cash alone, providing greater buying power.

Flexibility: Margin trading allows investors to take advantage of short-term market fluctuations by quickly
buying and selling securities, using the loan against the share's maximum limit.

Easy access to funds: Margin trading provides easy access to funds, allowing investors to buy and sell
securities without having to liquidate other assets or wait for a bank loan, and simply use the digital loan
against mutual funds. However, it is important to have a clear understanding of the market and assess
one's risk tolerance before entering margin trading.

There are two popular kind of collaterals borrowers can use to get a loan.
e Pledging Securities

Pledging securities as collateral for a loan can be a good option for some investors. Some of the benefits
of pledging securities as collateral include:

Access to cash: Pledging securities as collateral allows investors to access cash without having to sell
their securities. This can be especially useful for investors who believe that their securities will
appreciate over time, and temporarily use the securities as loans on mutual funds.

Lower interest rates: Pledging securities as collateral can result in lower interest rates than unsecured
loans, as the lender has less risk with a loan against a shares interest rate. Also, it offers more flexibility
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than other forms of lending, as the collateral can be easily liquidated if necessary.

Preservation of capital: Pledging securities as collateral allows investors to borrow money without
having to sell their securities, which can help preserve their capital, using the loan against shares. The
other advantage is the benefit of less documentation, as collateral often requires less documentation
than other types of loans, which can make the process faster and easier.

However, it is important to note that pledging securities as collateral also carries risks, such as the
potential for large losses if the value of the securities decreases. Additionally, the lender will have the
right to liquidate the securities if the borrower defaults on the loan, which can be detrimental to the
borrower.

¢ Stock-based Loans

Stock-based loans can be a good option to get a loan for some investors, as they offer several benefits
as follows.

Quick access to cash: Stock-based loans can provide quick access to cash, as they can be approved
and funded more quickly than traditional bank loans, such as loans against equity shares.

No credit check: Stock-based loans do not typically require a credit check, which can be beneficial for
investors who have poor credit, and investors having a decent portfolio can make use of the loan
against shares interest rates for quick loans. Also, Stock-based loans do not typically require
income verification, which can be beneficial for investors who are self-employed or have irregular
income, and still can make use of the loan against equity shares interest rate.

Potential for higher returns: Loan against securities interest rates often have a lower interest rate
than traditional bank loans, which can result in higher returns for the investor. Stock-based loans allow
investors to borrow money without having to sell their securities, which can help preserve their capital.

However, it is important to note that stock-based loans also carry risks, such as the potential for large
losses if the value of the securities decreases.

Additionally, the lender will have the right to liquidate the securities if the borrower defaults on the loan,
which can be detrimental to the borrower. It is also important to consider the terms and conditions of the
loan, as well as the potential risks before taking out a stock-based loan.

Choosing the best option to leverage on the stocks or portfolio can help the investors get better
borrowings at better interest rates and ease of access to the online finance arena.
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