
An Introduction to the 
World of Stuctured Solutions

Learn about structured solutions and their three common strategies

Structured notes (commonly known as structured solutions or structured products) generally refer to debt 
securities that, in many cases, feature an exposure to the performance of an underlying asset class, such 
as equities, currencies or commodities. These investments typically seek to provide some combination of 
potential coupon payments, enhanced upside participation, and/or a measure of downside protection, all of 
which can vary greatly by strategy.

While structured solutions may offer some features or performance similar to bonds or equities, these 
securities are typically notes issued by a bank and do not trade on an exchange. Structured solutions have 
reached a global market and the total outstanding volume of structured products in 2021 has grown to over 
$1.5 trillion according to StructuredRetailProducts.com.

In this article we give an example of how structured notes are generally structured, identify the three 
types of products that generally seek to achieve distinct potential outcomes, and the general risks and 
considerations when investing in structured products.
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What is the Composition of a Standard Structured Note?

A structured note is often composed of a zero-coupon bond purchased at a discount, built in origination 
costs and a package of derivative components.

To illustrate, let’s use the common example of a growth strategy note; this security generally seeks to 
offer an investor enhanced upside participation in the return of an underlier over a stated time horizon. 
In its standard construction, once the investor’s principal amount is allocated to the debt element of the 
investment, the remaining capital is used towards origination costs and to purchase call options on the 
underlier to potentially achieve a specified degree of levered participation relative to the return of the 
underlier. The return of the note may also be capped or uncapped depending on the terms of the notes.

At maturity, the investor may receive a certain percentage of any sustained performance of the underlier. 
In the event the underlier declines over the time horizon of the note, the investor can expect to participate 
in the downside, dependent on the specific details of the growth strategy note purchased and whether 
downside protection was featured.

The below example illustrates the structure of a standard structured solution with downside protection 
(Exhibit 1). There are many variations of structured solutions, which can differ significantly in their 
complexity, terms and components.

Exhibit 1: Illustration of the structure of a typical structured solution with downside protection

Building Blocks of a Typical Structured Solution with Downside Protection

This illustration is intended solely for illustrative purposes and does not represent a current offering. See important risk considerations at the end of this document. 
Investors need to review offering documents for a specific offering for a detailed explanation of the potential risks.
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What are some Common Strategies of Structured Solutions?

Structured solutions can be designed to seek to meet a range of needs and come in a variety of strategies 
each with custom components and risk-return profiles. Three broad categories of structured solutions that 
focus on distinct potential outcomes are yield, growth and protection (Exhibit 2). 

1. Yield: Designed to seek an enhanced yield relative to comparable fixed income or credit 
investment strategies.

2. Growth: Designed to seek enhanced upside participation to the return of an underlier, while 
seeking to provide a degree of downside risk mitigation; the maximum return may be capped or 
uncapped depending on the note.

3. Protection: Designed to seek market exposure to an underlying asset class or market, while 
seeking to provide full or partial downside protection.

With a blend of different return characteristics and a range of risk-return profiles, structured solutions have 
the potential to serve a wide range of functions in portfolios.

For some investors, the ability to access some of the performance of a more volatile asset class, through 
a structured solution with features such as the opportunity for full principal repayment or downside 
protection, may be attractive. Other investors may view structured solutions as a way to potentially increase 
returns when traditional markets are trading in a narrow range. 

Structured solutions can be a practical way to fine-tune portfolio exposure. With a wide variety of 
customizable strategies, investors may select or design an investment that meets a specific investment 
goal or serves a particular role in a portfolio.
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1. SEC.gov, “Structured Investments”.

Exhibit 2: Three broad categories of structured solutions tend to offer a range of risk-return profiles 
between equities and bonds [1]

Structured Solutions Risk and Return Spectrum

Some General Risks and Considerations When Investing 
in Structured Solutions

Structured solutions have the potential to be a practical, efficient and transparent way for investors to 
meet particular needs in a portfolio. However, given the wide variety of strategies, terms and components, 
investors must take care to understand several key risks that differentiate these investments from 
traditional securities. The following is a non-exhaustive list of certain considerations. Investors are urged to 
consult their investment, legal, tax, accounting and other advisors prior to investing in structured products.

https://www.sec.gov/Archives/edgar/data/200245/000095010321008888/dp152764_424b2-sibrochure.htm
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• Credit quality of the issuer can be particularly important because receipt of any payments,
including any repayment of principal, is dependent on the ability of the issuer to repay it. Investors
may diversify their credit risk by purchasing structured products from different issuers.

• Pricing and fees may differ by issuer and should be considered by investors when assessing
structured notes.

• Illiquidity is another important consideration for investors as structured solutions generally lack
a secondary market, meaning they are relatively illiquid. Structured notes are also expected to be
held till maturity, which may be several or more years.

• No direct ownership in underlying assets means that investors that hold structured products
that are linked to certain underliers do not have the same rights as holders of the underlying asset.
The investor is limited to the pre-specified return potential of the notes and thus will not partake
in the same performance of the underlying assets. In addition, investors will not receive any
dividends or other distributions from the underlying assets.

• Risks to the strategy will vary by security but may include:
• Investments may be limited to a cap on upside participation or exposure to the full

downside participation of the underlier which may result in a significant portion or complete
loss of the investment.

• For some notes there will be no incremental returns if underlier(s) do not appreciate.
• Other changes in financial markets that make the terms of the note less attractive, such as

changes in interest rates.

• Tax considerations of an investment in certain offerings of structured products are uncertain.
Investors are urged to read the discussion in the applicable structured product supplements and
discuss the tax consequences in light of their particular situation with their tax advisor prior to
investing.

Structured solutions may be an option for investors to access particular exposures for their portfolio or in a 
way that seeks to meet their unique needs.

Want to learn more?
If you would like to learn more about structured solutions, reach out to your CAIS Structured Product 
Representative, Dan Beech at dbeech@innovationpartnersllc.com




