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RBC Principal Protected Notes - Overview

The Royal Bank of Canada is a major domestic and international 
issuer of structured products, a sub-group of which are Principal 
Protected Notes: # 16 global issuer*, # 9 US issuer**.

What is a Principal Protected Note? 

A deposit obligation of the issuer where the initial principal invested is 
guaranteed by the issuer at maturity, and where the Note’s return is 
provided by an underlying reference asset. Reference assets can be 
equities, commodities, currencies, etc. 

How are Principal Protected Notes legally classified? 

A senior, unsecured, unsubordinate deposit obligation of the issuing 
institution. Issuing institutions are typically banks, but can also be different 
levels of government.

Are Principal Protected Notes liquid securities?

RBC issued notes are tradable in a daily secondary market provided by 
RBC. 

* Data submitted to Bloomberg by banks. 

** Complied by Bloomber from SEC filings. 
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RBC Principal Protected Notes - Overview

Who invests in Principal Protected Notes? 

Investors can be grouped into the following categories:

1. Risk Averse: These investors are majority fixed income investors with a 
need for higher yield. Notes have equity or rate reference assets and are 
built into a portfolio strategy of fixed income. 

2. Specific Market View: Investors looking for market exposure unavailable 
outside of a customized offering. Investors can also be looking for access 
to a specific market or asset that is otherwise inaccessible (OTC 
markets). When using foreign markets or non-CAD denominated 
reference assets a currency hedge can be used as a part of the structure. 

The first group is by far the majority for principal protected notes in the 
current rate environment. 
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RBC Principal Protected Notes - Mechanics

Two components: 

1. Strip bond. Provides principal guarantee at maturity.

2. Option. Provides market exposure.
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RBC Principal Protected Notes – Basic Illustration

Where the return of the reference asset is positive:
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Where the return of the reference asset is negative:

RBC Principal Protected Notes – Basic Illustration
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RBC Equity Linked Note – Stock Basket, Annual Pay. 
Term: 5 years

Principal guaranteed at maturity

Annual Variable Coupon Payments: Coupon is average price return of basket

• Annual Maximum of 6%

• Annual Minimum of 1%

Daily liquidity. 

RBC Principal Protected Notes – Equity Linked Product Example # 1

Annual Positive Example Annual Negative Example
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RBC Equity Linked Note – Stock Basket, Annual Pay. 
Term: 4 years

Principal guaranteed at maturity

Annual Variable Coupon Payments: Coupon is average price return of basket

• Annual Maximum of 6.15%

• Annual Minimum of 0%

Daily liquidity. 

RBC Principal Protected Notes – Equity Linked Product Example # 2

Annual Positive Example Annual Negative Example
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The Royal Bank of Canada & RBC Capital Markets
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RBC & RBC Capital Markets
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RBC & RBC Capital Markets

In an important milestone for our firm, we are pleased to announce that RBC Capital 
Markets has been designated a primary dealer by the Federal Reserve Bank of New 
York, effective July 8, 2009.  RBC is the only Canada-domiciled bank on the 
exclusive list of 17 primary dealers worldwide.

Primary dealers are banks and securities broker-dealers that are bidders in U.S. 
treasury auctions and trade in U.S. Government securities and select other securities 
with the Federal Reserve Bank of New York.  

These financial institutions are often regarded as the most influential and powerful 
non-governmental institutions in the world financial markets.  The designation is 
highly coveted in part because some central banks, sovereign wealth funds, 
and state and local municipalities will transact only with organizations of this 
status.

http://www.rbc.com/newsroom/2009/0707-cm.html
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Disclaimer

This presentation is prepared for general circulation and does not have regard to the 
particular circumstances or needs of any specific person who may read it.  Any investment 
in structured notes (“Notes”) provide opportunities for investment but may pose risks.  
Complete details of the repayment of principal and risk factors are contained in the 
Information Statements related to the Notes. The Notes are not insured deposits under the 
Canada Deposit Insurance Corporation Act (Canada). The information contained herein 
does not constitute an offer or invitation by anyone in any jurisdiction in which such offer is 
not authorized or to any person to whom it is unlawful to make such offer or invitation. 
Neither the information provided nor any opinion expressed constitute an offer to sell or a 
solicitation of an offer to buy any Notes. Every province in Canada, every state in the U.S., 
and most countries throughout the world have their own laws regulating the types of 
securities and other investment products which may be offered to their residents, as well 
as the process for doing so.
This presentation is issued by RBC Capital Markets (a business brand name under which 
Royal Bank of Canada and its subsidiaries trade, “RBCCM”). It has been compiled from 
sources believed to be reliable, but no representation or warranty, express or implied, is 
made by RBCCM, its affiliates or any other person as to its accuracy, completeness or 
correctness.  This presentation is for informational purposes and is not an official 
confirmation of terms.  It is not guaranteed as to accuracy, nor is it a complete statement 
of the financial products or markets referred to in such information. 
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