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EXECUTIVE SUMMARY

EquitiesFirst has partnered with private banks in Hong Kong to offer tailored financing 
solutions for high-net-worth and institutional investors across Asia.

Our innovative financing model allows clients to leverage equity and crypto holdings for low-
cost loans with flexible terms.

The non-recourse structure provides significant downside protection, allowing clients to walk 
away from the loan in the event of a sharp decline in securities value.

Investors can invest loan proceeds with wealth management products, generating fixed 
income while retaining the upside potential of the underlying securities.

This strategy offers a more cost-effective alternative to traditional hedging methods, such as 
long-term put options.

EquitiesFirst has strategically partnered with private banks in Hong Kong to deliver superior financing products tailored 
to the needs of high-net-worth individuals (HNWIs) and institutional investors. These collaborations are designed to 
provide innovative and competitive financial solutions that address the unique liquidity and capital requirements of our 
clients.



In this scenario, a private bank's client holds a significant equity position in Apple. The client engages with 
EquitiesFirst to pledge their Apple shares (AAPL US) in exchange for low-cost financing. By pledging these equity 
holdings, the client secures funding with an attractive interest rate of just 3-4% and a loan-to-value (LTV) ratio of 70%. 
This means that if the client’s Apple stock is worth USD 10 million, they can borrow up to USD 7 million.

Once the client receives the USD 7 million loan, they can invest the funds into alternative investment 
opportunities. For instance, many clients choose to purchase wealth management products offered by their private 
banks, which provide fixed income. In this case, the client may invest in a wealth management product yielding an 
expected 9% annual yield.
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Private banks choose to work with EquitiesFirst because of our ability to offer low-cost, flexible funding options to their 
clients. Through these partnerships, we provide equity and crypto-backed financing solutions that stand out in the 
market due to several key benefits:

Low Interest Rates (3-4%): With highly competitive interest rates ranging from 3-4%, our financing options offer 
significant cost savings compared to traditional funding sources.

High Loan-to-Value (LTV) Ratios (60-70%): We offer LTV ratios between 60-70%, enabling clients to access 
substantial liquidity relative to their underlying asset holdings, whether in equities or crypto.

Non-Recourse, Non-Purpose Loans: Our financing products come with non-recourse terms, meaning that in the 
event of default, EquitiesFirst voluntarily forgoes its right to pursue repayment. Additionally, the non-purpose structure 
provides clients with the flexibility in how they utilize the funds, without the restrictive conditions often associated with 
traditional bank loans.

LEVERAGING WEALTH MANAGEMENT PRODUCTS WITH 
LOW-COST FINANCING: A WIN-WIN STRATEGY

ADVANTAGES OF INVESTING EFH LOAN PROCEEDS IN WEALTH MANAGEMENT PRODUCTS

Limiting Downside Exposure

Retain Upside Potential
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Moreover, the client used the loan proceeds to invest in a fixed-income wealth management product provided by 
private banks, yielding an expected return of 9%, which helps cushion their overall financial position. Even in a worst-case 
scenario, where Apple’s share price plummets by 60-80%, the client continues to receive the fixed income 
from the wealth management product, significantly reducing the impact of the loss on the stock holdings.
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LIMITED DOWNSIDE RISK

EquitiesFirst’s non-recourse financing structure is designed to protect the client in the event of a market downturn. 
With an initial LTV ratio of 70%, a margin call would only occur if Apple’s share price fell by 44%. This is based on 
our margin call mechanism when the stock’s value drops to 56% of its original level (70% initial LTV × 80% threshold), 
triggering the margin call. 

However, since the loan is non-recourse, the client is under no obligation to repay the principal if the share price 
drops significantly, say by more than 40-50%.

FLEXIBLE SOLUTIONS FOR VOLATILE MARKETS
This feature gives the investor flexibility. Since they received USD 7 million upfront, they have already secured liquidity in 
the first week of the transaction. Now, if Apple’s stock price drops drastically, the client has the option to walk away from 
the loan without being pursued for repayment, effectively limiting their downside risk. In this way, even if the stock value 
drops sharply, their loss is limited to the collateral and they retain the cash proceeds from the initial loan.

DOWNSIDE RISK PROTECTION WITH INCOME GENERATION
ADVANTAGES OF INVESTING EFH LOAN PROCEEDS IN WEALTH MANAGEMENT PRODUCTS

RATE OF RETURN (%)

Downside Risk Protection

Capture Upside Potential

Share Price Movement (%) 
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CAPTURING UPSIDE POTENTIAL
On the upside, in a positive market scenario where Apple’s share price increases by 40-60%, the client can repay 
the loan, reclaim their pledged shares and benefit from all the upside in the stock’s appreciation. Essentially, the client 
benefits from a low-cost loan that unlocks liquidity initially and generates income while mitigating severe downside risk, 
with the opportunity to capture the full upside potential if the stock price performs well.

In this case, EquitiesFirst’s financing model demonstrates how investors can limit their downside risk while 
maintaining substantial upside potential. By pledging equity and crypto holdings to access low-cost financing 
and reinvesting the proceeds into income-generating wealth management products, clients benefit from greater 
financial flexibility and protection in both volatile and stable market conditions.

WHY NOT HEDGING WITH PURCHASING PUT OPTIONS?

Some clients may wonder why they should not simply buy put options to hedge against the downside risk in their 
portfolio. While put options can provide downside protection, the main issue is the cost, especially for long-duration puts.

THE COST OF HEDGING: WHY NON-RECOURSE LOANS 
OUTPERFORMPUT OPTIONS
Long-term put options, which are necessary to offer protection over extended periods, tend to be prohibitively 
expensive. Purchasing these options can cost a significant percentage of the value of the client’s entire equity holdings, 
typically ranging from a high single digit to double digits.

High-volatility stocks, such as Tesla (TSLA US), Nvidia (NVDA US) and PDD (PDD US), typically come with higher costs for 
long-duration put options. In our analysis, purchasing puts with a 30% discounted exercise price from the current share 
price can be quite expensive, often costing a low-teen percentage of the share price. This makes hedging with options on 
such stocks a costly strategy.

COST OF LONG-DURATION PUT OPTION 
AS A PERCENTAGE OF CURRENT SHARE PRICE

Source: Bloomberg
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This high cost can quickly erode the potential returns of the portfolio and make it difficult for investors to engage in 
yield enhancement strategies, such as investing in income-generating products.

Because of the expensive premium associated with put options, investors often find that hedging in this way 
eliminates the opportunity to generate positive returns. For example, if an investor is paying a substantial amount for 
long-term put options, the cost alone can offset any yield or arbitrage opportunities they might have otherwise gained 
from their assets.

In contrast, using EquitiesFirst’s non-recourse loan structure offers an attractive alternative. It provides effective 
downside protection without the cost of option premiums, allowing clients to unlock liquidity and redeploy it 
into higher-yield investments, like wealth management products, without compromising their potential returns.

ADVANTAGES OF EQUITIESFIRST’S LENDING MODEL
EquitiesFirst’s non-recourse financing provides a highly effective solution for investors seeking liquidity while 
minimizing downside risk. By leveraging equity or crypto holdings and reinvesting in wealth management products, 
clients benefit from low-cost financing, enhanced flexibility and the ability to capture upside potential without the 
prohibitive costs of traditional hedging strategies like long-term put options. This innovative approach allows 
investors to optimize their portfolios and achieve better financial outcomes, especially in volatile markets.
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Perth Sydney
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GORDON CROSBIE-WALSH 
CEO Asia 
+852 3958 4589
gcrosbie-walsh@equitiesfirst.com

+86 10 5929 8686
info@equitiesfirst.com

+66 2059 0242
THinfo@equitiesfirst.com

+82 2 6370 5180
info@equitiesfirst.com

HONG KONG 
+852 3958 4500
HKinfo@equitiesfirst.com

+86 21 5117 5896
info@equitiesfirst.com

+65 6978 9100
SGinfo@equitiesfirst.com

B E I J I N G

B A N G K O K

S E O U L

S H A N G H A I

S I N G A P O R E

EquitiesFirst is a global investment firm which specializes equity-backed financing for long-term, concentrated shareholders.
Over 20 years, EquitiesFirst has provided capital to hundreds of investors and entrepreneurs around the world. (https://equitiesfirst.com/)
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DISCLAIMER

South Korea - The foregoing is intended solely for sophisticated investors, professional investors or otherwise qualified investors who have sufficient knowledge and
experience in entering into securities financing transactions such as securities repo or securities loan transaction. It is not intended for, and should not be used by,
persons who do not meet that criteria. Information provided herein is for information purposes only and does not constitute an offer to sell (or solicitation of an offer to
purchase) the securities or investments referenced herein (“Offer”). Any such Offer shall only be made through a relevant offering or other documentation which sets
forth its material terms and conditions. The foregoing does not provide or purport to provide investment advice, nor does it provide or purport to provide any legal or
financial advisory or other professional advice or services which are regulated in jurisdiction in which EquitiesFirst (Equities First Holdings, LLC and its subsidiaries)
operates, does business, resides, including, Republic of Korea or that may otherwise have regulatory authority over EquitiesFirst. The foregoing has been prepared by
EquitiesFirst based on or derived from sources EquitiesFirst reasonably believes to be reliable. However, EquitiesFirst has not independently examined or verified the
information provided herein and no representation is made that it is accurate or complete. Opinions and information herein are subject to change without notice.

China, Hong Kong and Singapore - Equities First Holdings Hong Kong Limited holds a Hong Kong Securities and Futures Commission Type 1 License and licensed in
Hong Kong under the Money Lenders Ordinance (Money Lender’s Licence No. 1681/2023). EquitiesFirst (“EquitiesFirst” refers to Equities First Holdings LLC, and all
subsidiaries of such company in all countries where they are engaged in business activities of any nature). This document is prepared by EquitiesFirst. It is not intended
as an offer to sell securities or a solicitation to buy any product managed or provided by Equities First. It aims to provide general information on the EFH loan facility
which is not authorized for retail use in Hong Kong and is only available for Professional Investors. This document is not directed to individuals or organizations for
whom such offers or invitations would be unlawful or prohibited. Past performance is not a guarantee or a reliable indicator of future results. All investments contain
risk and may lose value. The information contained herein may be incomplete or incomprehensive. Accordingly, the information is qualified in its entirety by the terms
applicable to the facility as set out in its constitutive documents (Loan Documents) and should be read together with such Loan Documents. This presentation has been
prepared without consideration of the investment objectives, financial situation, or particular needs of any individual investor. You should consider your own investment
objectives, financial situation, and particular needs before taking any action with respect to a financial product referred to in this presentation. In preparing this
presentation, EFH is assuming your organization is capable of evaluating the merits and risks of any financial transaction described herein and its suitability for your
organization’s purposes and its legal, taxation, accounting, and financial implications and that in making this evaluation you are not reliant on any recommendation or
statements made by EFH. Before entering into any transaction EFH strongly encourages you to independently assess these things and fully understand the transaction
in its entirety. EFH does not act as an adviser in any capacity and strongly recommends all borrowers seek independent advisement when assessing the transaction
and its suitability. To the extent it is permitted by applicable law, Equities First, its affiliates, and any officer or employee of Equities First or its affiliates do not accept
any liability whatsoever for any direct or consequential loss arising from the use of this presentation or its contents, including for negligence. Trading in equities,
futures, options, commodities, currencies, or derivatives can have risks and is not appropriate for all persons. Under some market conditions, it may be impossible to
liquidate a position. Copyright protections exist in this presentation. The contents of this presentation are strictly confidential and may not be disclosed, reproduced,
distributed, or published by any person for any purpose without the expressed written consent of EFH, LLC. EFH makes no guarantee, representation, or warranty and
accepts no responsibility or liability as to its accuracy or completeness. Expressions of opinion are those of Equities First only and are subject to changes without
notice. Further information is available upon request.

Thailand - EquitiesFirst (“EquitiesFirst” refers to Equities First Holdings LLC, and all subsidiaries of such company in all countries where they are engaged in business
activities of any nature). The foregoing is intended solely for certain, or certain class of, recipient who is qualified to independently consider and act on the information
provided herein pursuant to laws and regulations applicable to such recipient. As such, the information provided herein is for information purposes only and does not
constitute an offer to sell (or solicitation of an offer to purchase) the securities or investments referenced herein, to participate in any particular trading strategy, or to
provide any particular advisory services (“Offer”), in any jurisdiction in which such Offer would be illegal. Any Offer shall only be made through the relevant offering or
other documentation which sets forth its material terms and conditions pursuant to applicable laws and regulations. The foregoing and any non-public information
contained therein are confidential and have been provided solely for the benefit of the intended recipient and for the limited purpose of the potential transaction that the
intended recipient has already discussed with the Company. Except with the Company’s prior written consent, such confidential information may not be shared with any
party other than with professional advisors and affiliates of the intended recipient, in which case the information may be shared for such limited purpose and on a need-
to-know basis. If you are not the intended recipient of the foregoing, any disclosure, copying, distribution or use of its content is strictly prohibited. The foregoing does
not provide or purport to provide investment advice and has been prepared by the Company based on or derived from sources the Company reasonably believes to be
reliable. The Company has not independently examined or verified the information provided herein and no representation is made that it is accurate or complete. Before
acting on any information, the recipient is thus encouraged to seek independent financial and/or legal advice. Opinions and information herein are subject to change
without notice.
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