Structured Product Recommendation

INSTRUCTION TO USER – The following section has been designed for inclusion within a report generated by the PPOL suitability report writing solution, and is based on the FSA’s structured investment product advice suitability assessment template. You will need to use the PPOL software to create a report containing an Introduction section and any other required recommendation sections in the usual way. Once you have downloaded the report created via PPOL to Word, simply copy and paste the section below into the report as appropriate and edit the text to reflect your individual requirements. It is also recommend that you include the accompany Notes on Financial Products and Risk Warnings within the Appendix of the resultant report.

The text has been colour coded to aid with your understanding. Where the text is highlighted in blue this tends to suggest that the text may not be appropriate in all instances, and you may need to delete some or all of it. Where the text is highlighted in red, this will require your input.

I have recommended that you invest into a Structured Product for the following reasons:

· It befits your financial situation, attitude to risk, investment objectives and access requirements
· Structured Products offer a lower risk alternative to direct equity investment
· Structured Products are designed to guarantee the initial capital investment, subject to certain predetermined criteria being met at the investments maturity date, whilst at the same time offering the potential to outperform the returns you could expect from a typical cash investment

· Structured Products complement traditional equity and unit linked investments
· Structured Products aim to minimise the potential risk of capital loss

· You are happy to commit the invested monies for the pre-determined investment term 
· A Structured Product will complement your existing investment portfolio

· It provides a guaranteed income over the specified term of investment, as per your objectives
· It provide a guaranteed capital return over the specified term of investment, as per your objectives
Summary of Recommendations

Having compared the whole of the market place, I have recommended that the available monies be invested as follows for the reasons highlighted below:
	Investor
	Investment Type
	Tax Wrapper
	Company
	Investment Term
	Lump sum Investment
	Income

	
	Structured Product
	ISA / GIA
	
	years
	£
	£


· The recommended company is financially strong and one of the market leaders in Structured Products
· The research tool I have used to review the market place identified them as offering the most suitable and competitive product to meet your needs and objectives

· The recommended investment reflects your current risk profile and investment objectives
· The investment timeframe and access requirements of this investment reflect your stated requirements and objectives
· They have provided us and our clients with an excellent service in the past
· They utilise a highly rated and financially strong Counterparty

· <INSERT ANY ADDITIONAL REASONS WHY THE INVESTMENT HAS BEEN RECOMMENDED>
How does the Structured Product work?
Capital Protection on Maturity
At the end of the investment term you will receive <INSERT>% of the original amount invested as a bare minimum. I confirm that this level of capital protection is commensurate with your investment objectives and your capacity to absorb any capital loss.

<INSERT freeflow if the minimum level of capital protection is in anyway related to the performance of the underlying index / indicies>

Related Index
Different indicies carry different levels of risk. For example, an index based on AIM shares is likely to be higher risk than the FTSE 100 Index due to the nature of the underlying companies that make up the respective indicies. The recommended Structured Product is linked to the performance of the <INSERT> Index / Indicies, which I confirm is suitable bearing in mind your attitude to risk and investment objectives.

<INSERT freeflow regarding how the starting and final index value is calculated>

Please note – Where there is no diversification of indicies, or the worst performing index determines the final returns, then the risk of under-performance may be increased.
Potential Returns and Performance Caps
<INSERT freeflow regarding the % participation in relevant index / indicies and whether there are any limits to the maximum returns that can be achieved on maturity>
Early Kick-out Terms
There are no early kick-out terms associated with the recommended Structured Product.

Please note – The following early kick-out terms apply to this investment…<INSERT freeflow regarding any early kick out terms and how these would work>

Please note – If you are investing for a specific term, the early kick out terms may result in the investment maturing earlier than expected. This could have unforeseen tax implications and may incur additional administration and new investment set up costs.

Early Cash-in Terms

I would draw your attention to the following:

· It is possible to access the underlying capital at any time during the investment term

· It is possible to access the underlying capital before the maturity date. However, this will incur a penalty and may result in you receiving less than was originally invested. For further information I refer you to the accompanying Key Features Document

· It is only possible to access the investment at the predetermined maturity dates

· It is not possible to access the investment before the final maturity date 
Income Provision

As highlighted above, the recommended investment will provide an income of <INSERT> per annum. This is commensurate with your stated objectives and requirements. 
Counterparty
The Structured Product ultimately relies upon the ongoing solvency of the counterparty institution that is providing the assets that the investment is based upon. A key risk borne by investors is that of the issuer of the financial instruments defaulting upon their obligations during the investment term, or at maturity. This is known as the 'counterparty risk'.
Details of the main counterparties associated with the recommended Structured Product can be found below. They can all be considered to be financially strong, as demonstrated by the Credit Ratings they have been awarded by Standard & Poors, a leading Ratings Agency. Please note – Where a Structured Product is backed by more than one counterparty this could reduce the risk of losing all of the underlying capital.

	Counterparty
	Credit Rating
	Location of Counterparty

	
	
	


Further Information and Risk Warnings

Further information regarding the recommended product can be found in the Key Features Document provided and the appendix of this report.  A summary of the risk warnings associated with my recommendations can also be found in the appendix of this report.

Alternative solutions considered but discounted

I confirm due consideration was given to a range of alternative solutions but subsequently discounted for the following reasons:

<INSERT THE RELEVANT ALTERNATIVE INVESTMENTS / SOLUTIONS CONSIDERED AND THE REASONS WHY THESE WERE DISCOUNTED>
Notes on financial products

Structured Products

A Structured Product is usually a fixed term investment, which is generally linked to the performance of a stock market index or indicies. It tends to contain a certain guarantee of capital protection if certain investment criteria are met, and a formula-based return.  

A Structured Product allows the investor to potentially benefit from the performance of an asset, without actually owning the asset itself. For example a structured product may provide a percentage of the return in the FTSE 100 Index without having to buy the shares, or hold units in a conventional unit trust. Where a traditional unit trust will buy stocks and shares in order to provide a return to its investors, a structured product will buy derivatives (or options) to take advantage of stock market movements without being exposed to ownership of the equities themselves.
Factors to consider in the selection of a Structured Product
Asset Class
The majority of Structured Products are linked to the performance of the FTSE 100, although it is possible to find a few other asset links and performance is generally based on pure capital index performance.

Soft / Hard Protection 

Hard protection means a fixed level of protection regardless of asset class performance. With soft protection, the protection falls away if the asset value breaks a given barrier.

Counterparty Risk
Structured Products often involve three parties – A product provider, an out sourced administrator and a supplier of the underlying derivative-based investment (the Counterparty). The capital protection and growth / income defined under the terms of the Structured Product will be dependent upon the solvency of the counterparty. The counterparty is usually a bank and if it fails, the Structured Product could become worthless. 

Averaging
The formula-based returns of Structured Products often use more than just an Index reading at the start and end of the term. The final reading is often averaged over 6 or 12 months. This means last minute crashes are dampened. However, in theory it will also mean more often than not a lower final reading than if there was no averaging.

Gearing
Some Structured Products offer considerable gearing (borrowing). High gearing normally comes at the cost of soft rather than hard protection, but can be attractive if market performance is only modestly upwards.
Risk Warnings – Structured Products

In addition to the risks shown below, I recommend you read carefully the section entitled “risk factors” in the Key Features Document provided which highlights any possible disadvantages of affecting this plan. 

· Any “asset backed” investment should be considered for the medium to long-term and should not be entered into if you envisage withdrawing your capital before this time.
· For a full explanation of the charges and how they affect your plan, please refer to your personalised illustration and Key Features Documents.
· The figures on any quotations provided are for illustration purposes only and are not guaranteed.
· The recommendations are based on current taxation, law and practice and the current legal and administrational framework and are based on my current interpretation and understanding of those, all of which may be subject to change. 
· Your circumstances may change, which may force you to sell your investment early. This may result in you getting back less than you originally invested.
· The levels and bases of taxation and reliefs from taxation may change at any time.
· The value and availability of any tax reliefs depends on individual circumstances.
· Any growth or income produced by this investment is ultimately linked to the performance of the underlying equities, which might turn out to be disappointing over the selected period.
· Past performance of any linked index should not be seen as an indication of future performance.
· The guarantees associated with this type of investment have an associated cost which will be reflected in the overall return achieved, compared to non-Structured Products unit linked products where the returns achieved will be directly related to the performance of the underlying investments.
· The tax position on maturity might not be advantageous to you at the time.
· Over the investment term, inflation will reduce the real value of any proceeds received on maturity.
· If a counterparty fails you will have no recourse to the Financial Services Compensation Scheme unless the product is a Structured Deposit.
