MARGIN LENDING CHECKLIST

This checklist is to be completed for all margin lending recommendations and maintained on the client file.  

If a ‘no’ response is applicable, then you have not met all the requirements of this policy & the recommendation for margin lending must not be presented to a client.

Client Name: _______________________________________________________________________

Adviser Name: _____________________________________________________________________

Date: ____/____/____

	CHECKLIST
	YES
	NO
	N/A

	Has a comprehensive needs analysis been undertaken?
	
	
	

	Is the risk profile for all clients either growth or high growth?
	
	
	

	Is the client investment timeframe at least 7-10 years?
	
	
	

	Are the products recommended on the Approved Products List?
	
	
	

	Is the total amount geared and invested within the licensee’s recommended portfolio allocation?
	
	
	

	Does the SOA include information on the following?
	
	
	

	The type of gearing (e.g. negative, neutral, positive, double gearing)
	
	
	

	The benefits of gearing &/or margin lending and risks
	
	
	

	If guarantor, details of how the guarantor has been informed and warnings to include the possible risks & consequences
	
	
	

	Clients risk profile
	
	
	

	The investment timeframe
	
	
	

	A description of the gearing facility / product
	
	
	

	Any assets used as security (in particular if primary residence)
	
	
	

	Amount of any other debt
	
	
	

	Details about whether the client has taken out a loan or intends to take out a loan to fund the equity contributions in establishing the margin loan and/or whether the security for the loan includes residential property and the relevant implications
	
	
	

	The amount borrowed, including any instalment gearing
	
	
	

	The Loan to Value Ratio (including calculation) within the licensee guidelines
	
	
	

	Why it is appropriate to the client taking into consideration the client’s needs, objectives & financial situation
	
	
	

	The interest rate on the loan including whether it is fixed or variable and implications and examples of effects of rising interest rates
	
	
	

	The interest expense for year 1 including lump sum and instalment (if applicable)

Margin calls (if applicable) – what they are, how they are made, why & how clients will manage these margin  calls including examples
	
	
	

	Effects and examples of decreasing returns
	
	
	

	Does the recommendations include risk insurance

· Life Insurance

· TPD

· Trauma

· Income Protection
	
	
	

	Any implications if the client were to terminate the facility / product (eg. loan repayment penalties, CGT, etc)
	
	
	

	Why it is appropriate to the client taking into consideration the client’s needs, objectives & financial situation?
	
	
	

	Why this strategy has been recommended over other strategies?
	
	
	

	Why the gearing type has been recommended over others (eg equity in residential property over margin lending)?
	
	
	

	Does the client have sufficient cash surplus to meet a 2% rise in interest rate?
	
	
	

	Disclosed all fees and commissions (including loan products, investment products & insurance products)
	
	
	

	Is clear & concise?
	
	
	


