
 Investing with Structured Notes 

As a Process of “Defined Outcome” Investing 

Richard J. Durkee / Founder 
 The Coastal Financial Planning Group 

78 Ashley Point Dr. Ste 201 
    Charleston, SC 29407 



1 

 

May 2020 
 
At the Coastal Financial Planning Group, we are focused on creating & implementing Financial 
Income plans for our “retirement minded” individuals and business owner clients under a 
defined process called our “3 step review”. Our process is ISO 9001/2015 accredited and is 
predicated on a fundamental principle called “Defined Outcome Investing.” We constantly 
evaluate what Risks, Issues, and Opportunities our clients and prospective clients have in front 
of them through our proactive 3 step review process. We have defined and refined this process 
over the last 17 years by utilizing alternative products and investments that can help to provide 
defined outcomes. This process and the alternative investment products that support the 3 step 
review have not always been made available in the past through traditional broker/dealer 
models and additional sources of financial advice. The 3 step review process is provided to 
clients and prospective clients of the Coastal Financial Planning Group because today’s 
investors that are “retirement minded” prefer to have properly defined outcomes with a “high 
probability of success” versus investment performance outcomes based on past results, which 
very often do not provide future anticipated or “hoped for” results. Because when you can 
definitively see retirement in the near future… just as abruptly, a conclusion is made in your 
mind that it is not as important to receive the largest investment returns on your assets 
earmarked for retirement, but that it is actually just as critically important to have a return of your 
assets earmarked for retirement.  When investment returns go negative, suddenly the 
probability of an adequate return of your assets becomes questionable and it becomes less 
likely to achieve your desired plan to achieve your income needs in retirement. Simply stated, 
your life’s savings must create your new paychecks once your paychecks from your past form of 
employment stop and you retire!  By combining a well-defined retirement income plan with 
alternative investment vehicles, we help our clients by providing them a higher level of 
confidence in meeting their financial objectives by defining the objectives and the outcomes they 
prefer and expect.  
 
A common question frequently asked by investors is, “How do you create a defined outcome”. 
The fundamental answer is this…we have been successful in building plans for our clients 
utilizing products that offer some form of predictability either through growth or income, 
depending on their individual specific goals and objectives of what they want and need their 
money to do for them and when and how they plan to use it. For example: many of our pre/post-
retiree clients tend to focus on income, while our younger or wealthier clients focused on their 
financial legacy typically tend to choose to focus on growth. Therefore, our individualized 
recommendations are based on a detailed analysis of the Risks, Issues and Opportunities of 
each specific client’s needs. Another way to describe this process is that we assist our clients to 
implement strategies that include “alternative investments” (not available through traditional 
financial product distribution channels or sources of financial advice) that we are uniquely able 
to offer. 
 
One type of alternative product we have been utilizing in this current financial market 
environment is a structured note. The structured note financial vehicle has found recent favor 
and currently maintains over $2 trillion in assets invested globally. Many investors could benefit 
from the use of the structured note for a portion of their individual investment portfolio, yet many 
have not ever been taught about them. You might ask yourself “why is this type of financial 

vehicle much less utilized than could be???”  
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Applicably, this could be due to a couple of limiting factors lending to the rarity of the structured 
note being readily available for the retail investor: 1.Traditionally in the past an investor would 
need a minimum investment of $1 million or more to take advantage of this product and 2. Is the 
limited availability of these products through traditional financial product distribution channels 
(mentioned earlier), UNTIL NOW… 
At the Coastal Financial Planning Group, access to these products for our retail investment 
clients at much lower minimums that were traditionally only made available to institutional 
investors are made available today to you.   
 
By now, you may be asking yourself “how does a structured note actually create a defined 
outcome?  
 
Most structured notes have four straight forward parameters: 
 
Rate: This is the amount the investor receives during the term (or at maturity) of the contract. 
Term: Terms can range from 6 months to 20 years (however, the most common terms of the 
structured notes we recommend for our clients are typically 2-5 years in duration). 
Asset Allocation: Structured notes contain both a fixed/bond component as well as a 
derivative/options component and are typically tied to an index or indexes such as the DJIA, 
Russell indexes, or the S&P 500. This “allocation modeling” typically builds diversification within 
a single product structure. 
Protection: This is the amount of “safety” the investor desires to receive against losses. It is 
often said that “risk and reward are traveling companions” or in other words the more risk 
averse an investor is, the more protection is placed on his or her investments to “shield” them 
from market losses or “drawdown” of an investment portfolio’s returns. In the structured note, 
protection is made available (comes in many forms), and each form of protection has its 
individual advantages and/or disadvantages. 
 
Protection is typically the primary reason that an investor that is “retirement minded” could favor 
structured notes since protection against “market risk drawdown” would be a critical factor in 
choosing financial vehicles that would protect against negative market volatility. For the income-
oriented investor, the structured note can be set to adjust the different protection rates for 
principal, as well as the coupon if a higher income is required. Therefore, using a structured 
note to create a defined outcome allows investors in the structured note designed to be 
defensive, to be “opportunistic in the good times and defensively minded in the bad times.” 
 
On the other hand, for the growth-oriented investor, a structured note can offer an attractive 
annual rate by adjusting some specific variables, such as reducing protection or increasing the 
number of underlying assets therefore increasing the probability of success (higher returns over 
time). The growth-oriented investor would be more interested in being “opportunistic in good 
times” and also “opportunistic in bad times”. This type of investor typically has longer periods of 
time (referred to as time horizons) before they plan to use the assets for income or perhaps plan 
to use the asset only as a means to transfer a financial legacy at death. These types of 
investors can also withstand market cycles because they typically do not need income and can 
allow assets to grow and withstand investment market ups and downs. This type of strategic 
use of a structured note could then assist the growth-oriented investor to accomplish growth 
goals on a defined outcome basis and/or the income goals that the retirement minded investor 
desires on a defined outcome basis.   
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Ultimately, financial products such as structured notes can be very complex…and difficult for the   
retail investor to understand the “inner workings” of this type of financial vehicle. However we 
have assisted many investors to discover that if you enlist the help of a financial professional 
with retirement income planning experience, that the “process of discovery” will aid and assist 
the investor in visualizing how outcomes can be much more predictable when the “plan is 
defined first’, so that outcomes can be accomplished as a result of the plan and not as 
dependent on the perceived result of the future performance of the investment.  
 
So, here are some questions to ask yourself: 
 

• Most importantly, “What is my desired outcome of my current portfolio and what is my plan to 
obtain that outcome?”  

• Has my current financial advisor ever approached this subject of “defined outcome investing 
with me and if not, why not? (Have we identified the key risks, issues and opportunities?) 

• If I am close to retirement, “What are the income amounts I will need in retirement and are my 
income needs going to be met under current investment strategy assumptions (that more than 
likely do not afford me my desired and defined outcomes)? 

• If I am growth-oriented, “Do I know what my “retirement number” is? Will my plan to reach a 
number allow me to have a stress-free retirement? And what do I need to receive as an 
annualized return to achieve my desired outcome?” 

• And lastly, “Am I properly diversified? Given the current market conditions, is my portfolio 
positioned to manage volatility now and in the future?” 

 
 
At the Coastal Financial Planning Group our objective is to assist you to chart your course and 
determine the best outcome proactively to navigate through and beyond your retirement years 
by avoiding risks, addressing issues, and seeking the opportunities that lie ahead during your 
lifetime and beyond. We have learned over the last 17 years that our clients desire defined 
outcomes that create certainty versus predicting investment returns that foster uncertainty!  
 
Call us today at 843-735-5065 to learn more about structured notes and to schedule your 
complimentary 3-Step review or text RickD to 555-888 or you can always visit our website at 
www.cfpgroup.biz 
 

 

http://www.cfpgroup.biz/



