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In the ever-changing domain of wealth management, investors look for new ways to improve 
their investments in financial instruments to realize their financial objectives. Lombard 
loans, a type of secured borrowing, are a potent tool for boosting wealth accumulation with 
opportunity capture, tax efficiency, and flexibility. 

Lombard loans –  
a growth accelerator  
in wealth management

       CLIENT
1

2

34

Financial assets  
100m CHF

Loan with 1% interest 
65m CHF

Growth in: 
 AuM 

Fee-business increase

Financial assets  
65m CHF aim  

for >1%  
performance

Simple & cheap

Key takeaways

Growth in asset under management

Tax optimization capabilities

High credit quality

Low risk

Accelerator for fee-business

Figure 1: The vanilla case for Lombard business
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Lombard loans, also known as margin loans, are distinguished by 
their noteworthy over-collateralization with liquid assets, usually 
easily marketable financial assets.

Once considered exclusive, tailored and structured Lombard 
loans have become an important part of the financial system, 
particularly in Asia and Switzerland. Organizations that can 
provide nearly instantaneous vanilla Lombard loans against 
assets held by banks, such as HSBC and Credit Suisse (part of the 
UBS Group), serve as examples.

According to the Swiss Supervisory Authority’s (FINMA) Risk 
Monitor 2023, Lombard lending is receiving more regulatory 
attention. FINMA is keeping an eye on Lombard lending, 
recognizing its risks and increasing significance through 2024 
and beyond, which shows that the complexity of these loans is 
understood and is being managed proactively. On the other hand, 
despite the changing environment and the growing importance 
of Lombard loans in the financial system, the German supervisory 
authority BaFin has yet to demonstrate a comparable degree of 
concentrated attention on this type of lending. This diversity in 
regulatory focus highlights the diverse approaches that financial 
authorities in different regions have taken to Lombard lending 
and its incorporation into contemporary financial practices.

A growing demand for tailored Lombard products

The complexity and diversity of client portfolios have prompted 
the demand for bespoke Lombard lending solutions. This change 
represents a divergence from traditional Lombard offerings and 
serves a broader range of assets, including digital assets, illiquid 
assets, and other non-traditional assets. For Lombard loans, 
accurately evaluating illiquid assets, like rare collectibles or private 
equity investments, presents unique challenges for financial 
institutions. 

Due to the absence of accessible market pricing, these assets 
are difficult to value and may put the lender at higher risk. 
Similarly, because of their volatility and the changing regulatory 
environment, the valuation of digital assets such as tokenized 
assets and cryptocurrencies represents further challenges, such 
as custody and cyber threats. Bespoke Lombard lending solutions 
are in high demand as client portfolios grow more complex.

Lombard loans have several advantages for banks. When 
clients reinvested the received Lombard loan, they contributed 
to increasing assets under management (AuM). Furthermore, 
Lombard loans establish trust with institutional and high-net-
worth clients, establishing banks as crucial partners in their 
wealth management strategies. There is a clear difference in 
the digital environment of Lombard lending between larger 
banks and smaller to medium-sized banks. While larger banks 
are usually better equipped to create and manage complex 
digital platforms, smaller banks frequently use standard software. 
These standardized platforms work well for handling “vanilla” 
or traditional Lombard products, but they have limitations in 
handling complex risk evaluations for exemplary illiquid collateral. 
In Lombard lending, AI and machine learning present an 
opportunity to close the digital gap between larger and smaller 
banks. By improving risk assessment and asset value, these 
technologies allow banks to provide their customers with more 
tailored solutions. However, even with AI and machine learning, 
one significant barrier remains: data capabilities. Frameworks for 
managing data products are necessary to fully capitalize on the 
benefits of artificial intelligence in Lombard lending.

While recognizing the significance of growth, it’s crucial to 
maintain a careful balance between risk and return. This 
necessitates a comprehensive perspective spanning from the 
front to the risk organization. Consequently, this leads us to a 
thought-provoking question: What keeps the CRO awake?

Hybrid debt-equity real estate financing

Mezzanine 
Loans

Tailord
loans

Structured Loans
Third Party 

/Syndicated loans

Mortgage 
loans

Lombard -/ 
Margin loans

IVI

IIIIV

IIV

Securities-backed borrowing for liquidity

Customized financing to individual needs

Complex financing with tailored featuresBorrowing from multiple lenders together

Standard home purchase loans

Figure 2: Tailored Lombard products
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CRO perspectives on 
Lombard lending

Figure 3: What keeps CROs awake?

Chief risk officers (CROs) are essential to controlling Lombard 
lending risks in the constantly evolving market. They need to take a 
comprehensive strategy that addresses risks related to credit, behavior, 
and operations. By combining AI with technology tools, CROs can 
identify and manage risks more effectively.
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• Risk appetite

• Risk intelligence
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• Processes
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In the triangle between protection, effectiveness, and efficiency, 
protection in the sense of risk appetite and risk intelligence 
represents the traditional balance of the risk-return profile. 
Modern risk management approaches are increasingly 
integrating AI to enhance the evaluation of credit cases. AI can 
leverage the deep insights gained from scrutinizing structured 
Lombard cases, traditionally assessed by highly experienced credit 
officers (risk intelligence and credit benchmarking), and apply this 
knowledge to standard “vanilla” cases, which less experienced 
credit officers usually handle. This streamlines the assessment 
process (efficiency) and ensures a more consistent application of 
risk standards across different case types.

Swiss wealth managers such as UBS and Julius Baer are notable 
participants in the constantly changing environment of Lombard 
lending, with Lombard loans serving as an essential part of 
their wealth management businesses. For example, UBS has 
seen significant growth in lending to high-net-worth people, 
and Julius Baer reported a considerable rise in its Lombard loan 
business. Another important player in this market is HSBC, which 

highlights the rising significance and profitability of Lombard 
loans. Furthermore, JP Morgan’s goal of becoming Germany’s 
top private bank is consistent with its global objective to be 
the world’s best wealth manager. The growing deployment 
of automation and digitalization is causing a revolutionary 
transformation in the Lombard lending market. Automating 
the entire process from front to back and digitalizing credit 
assessments are becoming increasingly important, especially for 
bespoke and structured transactions. This change results from the 
need for more accurate and efficient loan processing, particularly 
for bespoke lending solutions.

While offering valuable financial opportunities, Lombard loans 
come with inherent risks requiring meticulous management. 
Understanding and effectively mitigating these risks is crucial to 
ensuring a secure and successful lending framework.

One of the primary dimensions of risk in Lombard loans 
encompasses various elements, as illustrated below:

Figure 4: Selected risk drivers

Assets 
Regular assessments of the market 

value and liquidity of collateral assets 
are crucial for risk management, 

ensuring their adequacy in covering the 
loan.

Processes 
Efficient processes, from assessment to loan 

approval, are vital for effective risk mitigation. 
Each step must be well-defined and aligned 

with risk management objectives.

Procedural risks 
Procedural risks are associated 

with the frameworks, processes, 
and documentation involved in 

Lombard lending.

Concentration 
Evaluation of concentration risk to 

avoid overexposure to specific asset 
classes or individual securities.

Documentation 
Thorough documentation, including client details, 

collateral valuations, and loan agreements, 
is essential for transparency, auditability, and 

compliance in Lombard lending.

Assessment 
Thorough evaluation, encompassing 

financial health, creditworthiness, 
and overall risk profile, is essential 

for risk management.

Buying power methodology 
The Buying Power calculation methodology 
is essential for risk management, requiring 
accuracy and regular updates to adapt to 

market changes.

Framework 
Creating a robust framework 
involves setting clear policies, 
guidelines, and risk tolerance 

levels, forming the foundation for 
effective risk management.
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The evolution from traditional to modern 
Lombard lending 
The integration of automation and digitalization is transforming 
Lombard lending, giving banks the ability to meet the changing 
needs of their customers better and maintain a competitive 
advantage. The future of this dynamic financial product will be 
shaped by the growth of ever more innovative and successful 
Lombard lending solutions as these trends keep gaining 
momentum.

The universal bank UBS has taken a proactive approach to 
automation, implementing sophisticated systems to streamline 
the Lombard loan application and approval process. These 
advancements have enabled the bank to enhance customer 
service, reduce processing times, and improve risk management. 
Julius Baer has also embraced automation, leveraging technology 
to enhance client engagement and a seamless Lombard lending 
experience.

The technologically savvy HSBC has incorporated modern 
technology for automation into its Lombard lending operations. 
The bank’s dedication to innovation has enabled it to provide 
its customers with effective and customized lending solutions. 
JP Morgan continues to make investments in Lombard lending 
automation as part of its digital transformation plan to give 
customers a seamless and streamlined experience.

Figure 5: First steps in the way to modernizing the value chain

Picture the lending value chain.

Determine the use-case and 
differentiate between Bots (RPA), 
Machine Learning and GenAI.

In the new lending landscape, roles blur as 
“product thinking” emerges. It's not just 
about standalone loans; it's about the entire 
ecosystem — from origination to analytics. 
This demands a dynamic, user-focused, and 
value-driven approach.

Allowing the organization to accelerate 
growth in the wealth and asset management 
area while maintaining the balance between 
risk-appetite, risk-return, robust and resilient
processes and monitoring capabilities.

Assess all process steps, from origination, to 
every steps of your credit assessment, to 

documentation, monitoring capabilities and 
lastly recovery activities.

By blending roles, risk officers bridge strategy 
and action, shaping lending's future in real-
time, always anchored to the domain's 
practical needs. Increasing the speed for 
time-to-market from months to days.

Client Acquisition
Credit 

Request & 
Preparation

Credit 
analysis

Credit 
Approval

Credit 
Documentation

Credit 
Monitoring

Credit 
Recovery

Lombard Lending Value Chain
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A thorough understanding of the client, which goes beyond assets 
held to include a complete client perspective encompassing 
financial structures, beneficiaries, relatedness, preferences, and 
compliance profiles, is at the core of this evolution. Banks can 
adapt Lombard loan solutions to meet investment objectives 
by creating a comprehensive client 360 view, which strengthens 
relationships with clients and increases engagement. AI is at 
the center of this innovative approach. It is a powerful tool that 
can provide important insights into the investment behavior 
and preferences of clients. Banks can anticipate trends that can 
attract customers by examining patterns in investment choices 
in addition to social media data. Relationship managers are 
better equipped to interact with clients proactively due to these 
insights, offering timely and relevant investment alternatives. AI 
is essential for determining and evaluating qualified borrowers for 
Lombard loans. The process is streamlined by AI-driven portfolio 
screening algorithms, which ensure the appropriate clients receive 
timely customized offers. Furthermore, early warning systems 
driven by AI offer a significant benefit by keeping an eye on 
specific occurrences (e.g., volatility spikes) up to six months in 
advance and proactively alerting clients so they may adjust risks 
and make well-informed decisions.

To further improve the Lombard lending experience, banks 
utilize advanced credit portfolio management systems with 
sophisticated data collection information. Large language models 
enable banks to rapidly process massive volumes of data and 
derive previously inaccessible insights. They automate research, 
analytics, and reporting. For example, a CRO can use large 
language models to quickly query information from a market 
event to assess the possible impact on the bank’s total portfolio. 
This provides unmatched real-time risk intelligence compared to 
traditional data gathering from the credit portfolio management 
teams with its associated lead time. This integrated approach, 
which includes improved risk management, a comprehensive 
client view, and state-of-the-art intelligence tools, signifies a 
paradigm shift in Lombard lending. Adopting this disruptive 
approach allows a bank to provide clients with an exceptional 
experience, cultivate stronger client connections, and confidently 
navigate the financial landscape.
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Preparation

Credit 
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L O M B A R D  L E N D I N G  V A L U E  C H A I N

S E L E C T E D  U S E - C A S E S

Holistic client 360° incl. 
supply chain  
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Dynamic Loan-to-
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forward looking  
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Enhanced monitoring 
through Early 
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recovery cases on  
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decision engine and 
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call process

AI accelerated loan 
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investment  
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PortfolioGPT for 
improved decision 

making and risk 
steering

Improved credit quality 
through GenAI based 
credit benchmarking 

and recommendations

GenAI supported 
credit assessment for 

tailored and structured 
facilities

The way forward – 
modernizing the lending 
value chain

Figure 6: The Lombard value chain
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The procedure starts with identifying potential Lombard loan 
borrowers. Wealth managers help compile all the information 
clients submit when applying for loans, such as the loan amount, 
proceeds, and collateral. A thorough credit assessment then 
evaluates the collateral’s quality and the client’s financial status. 
The credit office evaluates these findings and uses the evaluation 
to determine whether to approve or deny the loan. After 
approval, the terms of the loan are specified in formal documents. 
Continuous monitoring of the collateral’s performance and the 
client’s financial status guarantees compliance and identifies 
potential risks post-payout. If the client defaults on the 
Lombard loan, the credit recovery process starts, which means 
implementing recovery strategies that may involve restructuring 
arrangements or the liquidation of collateral. The primary goals 
are to minimize losses and protect the lender’s and the client’s 
interests.

Current Lombard lending trends balance traditional and tailored 
offerings, while modern approaches emphasize technology for 
effectiveness and real-time data. Recent methods are made 
simpler, quicker, and more scalable by advancements in data-
driven decision-making, whereas traditional approaches depend 
on human judgment and pre-existing procedures. Data security, 
interpretability, and regulatory adaptation are challenges 
for both. The changing environment results from integrating 
modern efficiency and traditional values, and each strategy faces 
limitations in the digital era.

Many institutions are adopting hybrid models, combining the 
strengths of traditional practices with modern technologies to 
achieve a balance between familiarity and innovation. The best 
course of action in the rapidly evolving landscape of Lombard 
lending frequently entails combining the advantages of both 
traditional and modern approaches to build a robust and flexible 
lending ecosystem.

Digitalization transforms the origination process in modern 
Lombard lending, replacing operational digital workflows for 
manual procedures that were previously necessary. Online 
applications have intuitive user interfaces that are accessible 
to borrowers, who can enter data more quickly by using 
electronic forms. Optical character recognition technology 
allows automated systems to validate electronic documents 
and the real-time value of assets for precise evaluations. The 
dynamic adaptation of algorithmic loan structuring is predicated 
on current market data. Applications are processed faster 
by automated underwriting systems, and creditworthiness 
evaluation is improved by machine learning models while 
adhering to business risk procedures. Blockchain is applied by 
digital agreements and paperwork to enhance security. The 
origination process is comprehensive and effective, benefiting 
from automated fund distribution, real-time communication, and 
seamless data flow integration. 

By converting complex data into useful 
insights and facilitating a more proactive 
client-centred approach to lending, 
generative AI provides a bridge to the future. 
Robert Bosch 
Global Leader Banking and Capital Markets at BearingPoint“
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Lending value chain element Traditional approach Modern approach

•	 Push approach, the client reaches 
out

•	 Eligibility checks to be done 

•	 Investment preferences to be 
gathered

•	 Push and pull approach, RM/system 
driven reach out

•	 Eligibility checks precleared

•	 Investment preferences system driven 
proposals

Client acquisition

•	 Digital signature

•	 Instant automated verification 

•	 Automated country eligibility/
jurisdiction checks  

•	 Paper based and wet-signature 
(Facsimile) 

•	 Time consuming, filing 
(digitalization), storing

•	 Manual country eligibility/
jurisdiction checks

Credit request & preparation

•	 Automated assessment of credit risk 
drivers 

•	 Bot driven communication and 
information gathering re-gap

•	 Buying power calculation (RM driven) 

•	 Manual assessment of credit risk 
drivers 

•	 Risk officer driven communication 
re-gaps

•	 Buying power calculation (risk 
officer driven)

Credit analysis

•	 Security portfolio assessment (spillover 
effects) 

•	 Single client view  and total bank 
portfolio (risk appetite) 

•	 Dynamic valuation methodology (e.g. 
EOD total bank portfolio diversification) 

•	 Individual security assessment

•	 Single transaction view  

•	 Static valuation methodology

Credit analysis

•	 System driven instant credit approval 
and risk appetite checks 

•	 Near real-time system driven credit 
facility installation 

•	 Predefined covenants recommendations 
based on similar credit facilities 
(increased credit quality) 

•	 Credit approval by credit officer/
credit committee 

•	 Credit facility installation by credit 
officer

•	 Manual definition of covenants   

Credit approval

•	 Proactive risk management, alerts, 
notifications, potential covenants 
breaches month ahead of collateral 
shortfall or market event

•	 Aggregated client view 

•	 Second and third order concentration 
view (Supply chain)

•	 Reactive risk management, alerts, 
notifications, covenants breaches 
after the event occurred 

•	 Single transaction view 

•	 First order concentration view 

Credit monitoring
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A Gen AI case study alongside the Lombard lending value 
chain 

An existing client wants to apply for a loan (client push). The client 
already has  assets deposited with the bank, including stocks and 
other financial instruments. The client initiates the process by going to 
the loan application section after enrolling into their online banking 
account. They choose to submit a loan application at this point.

Future state of a fully AI-driven lending 
value chain

After the process initiation, the following process steps are executed in the background, driven by proxies and agents.

The development of applications based on large language 
models like GPT-4 has been enhanced by the Microsoft 
framework AutoGen, recently published in November 2023. Its 
main goal is to employ a multi-agent communication system to 
make developing and optimizing sophisticated workflows easier. 
Building apps with several agents that can communicate with one 
another to complete, enhance, and review tasks, activities, and 
credit assessments is made possible by AutoGen. 

Thanks to enhanced customization and flexibility, these 
agents can support complex workflows and a wide variety of 
communication patterns. Combinations of large language 
models, tools, and human inputs can be used to improve their 
functionality and task-specific adaptation.

Figure 7: Process View
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Figure 8: Future state of a fully AI-driven lending value chain

Group Chat Manager

Credit Officer Agent 
(Proxy)

•	 Manages the flow of communication 
between agents and ensures that 
updates and information are shared 
effectively, an automated process that 
does not require human input.

•	 It could use an internal messaging 
system or event bus to facilitate 
communication between agents.

•	 Informs at the end of each process 
associated parties that process results 
are ready for “human review”.

Legal Agents

•	 Runs the legal assessment, checks if the correct credit 
application templates have been used

•	 Validates the jurisdiction and eligibility

Compliance Agents

•	 Assesses if the client is being flagged for any compliance-
related concern 

•	 Cross-examination for AML, Sanctions, PEP, Reputational Risk

Credit Risk Agents

•	 Validates the collateral and the assigned loan-to-value ratios

•	 Validates if request is in line with policies

•	 Credit benchmarking with similar credits and covenants

•	 Checks concentrations and runs all CRM checks

Market Risk Agents

•	 Assesses the market risk components such as volatility, 
Interest rate risk,  and liquidity risk

Relationship Manager 
Agents

•	 Runs general client assessment (KYC) 

•	 Provides information and prepares credit request

•	 Runs initial assessment and simulations for credit proposal in 
regard to buying power
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Compliance Agents

Structure Agent
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Query Agent

Relationship Manager 
Agents

Process Agents

Tool Agents

•	 Asset Overview  •	 Asset registers; Real Estate, 
Shares, Life Insurance etc. 

•	 Client Manager / 
Asset Manager

•	 Overview of income, debts etc. •	 Loan agreements 

•	 Outstanding balance 
statements 

•	 Liabilities / Obligations

•	 Client Manager 

•	 Expense Evaluation & Asset Overview  •	 Bank Statements  •	 Client Manager 

•	 Direct / indirect ownership, affiliation links, 
influence or nexus

•	 CRM 

•	 Public registers 

•	 Compliance 
Manager

•	 Description of Personal Data of Client/Pledgor/
Beneficial Owner

•	 CRM

•	 Client Manager

•	 Client Manager

•	 Client History •	 CRM

•	 Main Systems 

•	 Bank Accounts 

•	 Client Manager 

•	 Specific checks: Cross-border challenges / PEP / 
RRRP / CETF 

•	 Applications

•	 Social Media Platforms 

•	 Public Records 

•	 Client Manager

•	 Credit Auditor

•	 Structure Diagram and Dependencies  •	 CRM 

•	 Database of his stocks etc. 

•	 Client Manager 

•	 Credit Auditor
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In the constantly evolving landscape of data-driven banking, 
AutoGen appears as a strategic enabler for small banks to 
prosper, medium banks to stand out, and big banks to establish 
new benchmarks and maintain their competitive advantage. 

When banks of all sizes adopt AutoGen, they work together 
to reshape the financial services industry, bringing innovation, 
efficiency, and client-centeredness together to mold the banking 
of the future.

Small banks

Navigating Efficiency and 
Innovation

Budgetary constraints aside, AutoGen 
provides small banks with an affordable 
route to transformation. Because of 
its smooth interaction with current 
systems, banks can optimize workflow 
quickly and agile, adapting to shifting 
customer demands and market 
dynamics. Small banks can obtain a 
competitive advantage by adopting 
AutoGen and providing modern, 
customer-focused services that are 
on scale with those offered by larger 
organizations.

Medium banks

Enhancing Client Interactions and 
Risk Management

AutoGen empowers medium banks to 
elevate their customer experience by 
providing personalized and responsive 
interactions throughout the loan 
application process. Financial stability is 
preserved because of its improved risk 
management capabilities, and exposure 
is minimized through proactive risk 
assessment and management. 
AutoGen’s design prioritizes simplicity 
and seamless integration, making it 
scalable for medium-sized organizations 
and supporting their goals for growth 
without sacrificing effectiveness.

Large banks

Setting New Standards in Data-
Driven Banking

The multi-agent approach from 
AutoGen enhances overall efficiency 
and optimizes complicated workflows, 
making it a forward-thinking answer 
for large institutions’ operational size. 
Large institutions can demonstrate their 
agility and adaptability to new and 
accelerating technologies and cement 
their leadership position in innovation 
by implementing AutoGen. AutoGen’s 
capacity for continuous development 
and adaptation improves risk 
management practices and gives it a 
strategic benefit in efficiently adjusting 
to shifting market conditions.

There is no one-size-fits-all approach 
regarding Lombard lending’s credit 
evaluation procedures and AutoGen 
integration. Instead, it addresses the 
unique requirements and goals of 
banks of all sizes. 

The framework enables the development of agents with distinct 
jobs and skills. Workflows can be automated and optimized by the 
interaction between these agents. This kind of communication 
can occur via automated chat, in which agents work together to 
complete tasks or with human input. AutoGen’s design prioritizes 
ease of use and seamless integration with pre-existing systems. 
Developers familiar with Python programming can access it 
because it is available as a Python package.

Integrating AutoGen into the credit assessment processes used 
by Lombard lending marks a significant advancement in the use 
of AI in banking. 

In addition to streamlining complicated processes, it offers a 
platform for continuous learning and modification, ensuring that 

credit assessment procedures adjust to shifting client and market 
conditions. Thus, AutoGen offers a more dynamic, effective, and 
intelligent approach to credit risk management, and it’s more 
than just an advancement in AI and application development—
it’s a significant facilitator in the transformation of financial 
services.

The integration of the AutoGen framework into Lombard 
lending’s value chain leads to a transformative era for banks of all 
sizes. 

This comprehensive outlook examines the specific implications 
for small, medium, and large institutions, demonstrating how 
AutoGen serves as a catalyst for innovation, efficiency, and client-
centricity.
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BearingPoint’s digital risk transformation practice is designed to modernize 
financial institutions by overhauling their technology landscapes, innovating 
risk management methodologies, and improving people strategies. This 
holistic front-to-back approach not only dismantles siloed organizational 
structures but also fosters a collaborative environment, giving banks the 
flexibility they need to remain competitive in a highly competitive market. 
BearingPoint’s comprehensive strategy ensures that financial institutions are 
not just responding to the evolving digital landscape but are actively shaping it, 
positioning themselves at the vanguard of industry innovation.

Partner with BearingPoint to achieve excellence in digital risk: 
BearingPoint commits to supporting you at every stage of 
the lending value chain, from initial studies to front-to-back 
implementation.

BearingPoint digital 
risk capabilities 

Digital Risk

Loan Origination 
(Pricing, Automated 

Decision Engine,  
Workflows)

Credit Risk Appetite 
Framework and 
Underwriting

Collateral Management

Lending Methodology 
Optimization 

(Portfolio Diversification, 
Loan-to-Value)

Credit Modelling  
(non-default and default 

exposures, review of estimates)

Credit Management

Stress (Pre&Post) Movements Monitoring

Early Warning Ecosystem

Life-Cycle Management & Controls

Business Controls

Reporting, Dashboards & 
Alerting 
Standard 

Regulatory 
Ad-hoc & Crisis 

Self-Service 
ESG-Risk

Stress, Reporting and Monitoring

Policies /  
Procedures and 

Guidelines

Redline  
Review

ESG-Risk 

Data Strategy & 
Data  

Governance,  
BCBS239

Self-Service BI
Audit 

Remediation

GenAI in Risk

Entity Launch/Wind Down 
Health Checks 

Innovation Workshops

Agile Program and Project 
Management & 

Change Management
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