
Higher interest rates have restored some yield to 
traditional fixed-income portfolios, but they have not 
eliminated the income challenge facing many inves-
tors. An aging population, elevated equity valuations 
and persistent market volatility continue to compli-
cate advisors’ efforts to generate consistent cash flow 
while managing downside risk for clients.

As a result, advisors continue looking for ways 
to generate income to complement the traditional 
60/40 portfolio framework. Structured income strate-
gies, in particular equity-linked income notes, have 
been around for decades and may provide such a 
complement. However, these strategies have histori-

cally required bespoke notes and ongoing monitor-
ing, with limited transparency—creating barriers for 
many advisors. The use of an exchange traded fund 
wrapper is now helping to remove those frictions, 
enabling more scalable, transparent and portfolio-
compatible access to structured income.

How Equity Linked Notes Work
Unlike traditional income strategies that rely 

primarily on bond coupons or equity dividends, 
structured income approaches use derivative-based 
outcomes to reshape the risk-return profile. The 
objective is not to eliminate risk, but to define it more 
precisely in exchange for enhanced income potential.

ELNs are a common building block within this 
framework. Issued by banks, these notes seek to 
generate income based on the volatility of a given 
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underlying exposure (stocks/indices). This is done 
by embedding a package of options that determine in 
advance the potential income an investor might earn 
and the potential losses they might need to absorb. 

In income-oriented ELN structures, investors typi-
cally receive elevated coupon payments and full prin-
cipal back at maturity, provided the underlying asset 
remains above a predefined threshold and there are no 
issuer credit events such as a bank default. If that pre-
defined threshold is breached, income payments may 
be reduced or eliminated, and at maturity, investors 
may experience principal losses in line with the under-
lying assets’ performance. In exchange for this higher 
income potential and clearly defined downside param-
eters, investors generally forgo upside participation.

A Growing Market Segment
The broader structured-products market has 

expanded steadily in recent years, but historically, 
ELNs were accessed almost exclusively through indi-
vidual note purchases. That approach required advi-
sors to manage multiple maturities, call features, 
issuer exposures and performance dynamics across 
separate securities. Referred to as “lifecycle manage-
ment,” this process created a significant operational 
burden for many practices.

The introduction of ELN-based ETFs is helping to 
alleviate the burden of lifecycle management. Actively 
managed structured income ETFs typically hold 
diversified portfolios of notes or derivatives such as 
swaps with staggered (laddered) maturities and expo-
sure to multiple issuing banks. While diversification 
does not eliminate risk, it can help smooth income 
distributions and reduce reliance on any single issuer, 
structure, or maturity date.

Beyond diversification, the ETF wrapper offers 
daily liquidity, transparency into holdings and 

consolidated reporting. Furthermore, from a prac-
tice-management perspective, the ability to access 
structured income through a single fund signifi-
cantly improves scalability and consistency across 
client accounts.

Portfolio Applications
For advisors evaluating where structured income 

strategies may fit, ELN-based ETFs offer several prac-
tical applications. For example, they may enhance 
income within fixed income allocations while diver-
sifying away from credit/duration sensitivities. 
Additionally, given the potential for higher income, 
advisors may view ELN-based ETFs as a complement 
to some of their private asset allocations, without 
needing to sacrifice liquidity. They may also comple-
ment existing individual ELN portfolios.

Understanding the Trade-Offs
As with any income-oriented solution, a higher 

yield comes with trade-offs. There are two distinctive 
risks associated with ELNs. One is the barrier breach: 
If the underlying index falls far enough, income and 
principal are both at risk. The second is issuer credit 
risk, meaning investors are exposed to the financial 
health of the bank behind the note. These risks are 
present even when diversified across multiple counter-
parties and structures.

Expanding the Income Solutions Toolkit
As income-focused ETF strategies evolve, equity-

linked approaches are becoming a meaningful com-
ponent of the broader derivative-income landscape. 
For advisors navigating shifting market cycles and ris-
ing client income demands, structured income ETFs 
deserve consideration as part of a modern, expanded 
portfolio toolkit.

Copyright © 2026 by Informa.
For more information on use of this content, contact Wright’s Media at 877-652-5295. (2677469)

https://www.informa.com
http://www.wrightsmedia.com



Accessibility Report



		Filename: 

		2677469.pdf






		Report created by: 

		Adrian Smith


		Organization: 

		





 [Personal and organization information from the Preferences > Identity dialog.]


Summary


The checker found no problems in this document.



		Needs manual check: 0


		Passed manually: 2


		Failed manually: 0


		Skipped: 0


		Passed: 30


		Failed: 0





Detailed Report



		Document




		Rule Name		Status		Description


		Accessibility permission flag		Passed		Accessibility permission flag must be set


		Image-only PDF		Passed		Document is not image-only PDF


		Tagged PDF		Passed		Document is tagged PDF


		Logical Reading Order		Passed manually		Document structure provides a logical reading order


		Primary language		Passed		Text language is specified


		Title		Passed		Document title is showing in title bar


		Bookmarks		Passed		Bookmarks are present in large documents


		Color contrast		Passed manually		Document has appropriate color contrast


		Page Content




		Rule Name		Status		Description


		Tagged content		Passed		All page content is tagged


		Tagged annotations		Passed		All annotations are tagged


		Tab order		Passed		Tab order is consistent with structure order


		Character encoding		Passed		Reliable character encoding is provided


		Tagged multimedia		Passed		All multimedia objects are tagged


		Screen flicker		Passed		Page will not cause screen flicker


		Scripts		Passed		No inaccessible scripts


		Timed responses		Passed		Page does not require timed responses


		Navigation links		Passed		Navigation links are not repetitive


		Forms




		Rule Name		Status		Description


		Tagged form fields		Passed		All form fields are tagged


		Field descriptions		Passed		All form fields have description


		Alternate Text




		Rule Name		Status		Description


		Figures alternate text		Passed		Figures require alternate text


		Nested alternate text		Passed		Alternate text that will never be read


		Associated with content		Passed		Alternate text must be associated with some content


		Hides annotation		Passed		Alternate text should not hide annotation


		Other elements alternate text		Passed		Other elements that require alternate text


		Tables




		Rule Name		Status		Description


		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot


		TH and TD		Passed		TH and TD must be children of TR


		Headers		Passed		Tables should have headers


		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column


		Summary		Passed		Tables must have a summary


		Lists




		Rule Name		Status		Description


		List items		Passed		LI must be a child of L


		Lbl and LBody		Passed		Lbl and LBody must be children of LI


		Headings




		Rule Name		Status		Description


		Appropriate nesting		Passed		Appropriate nesting







Back to Top
