
The Advisor Solutions Team within the Institutional Equity Division at Morgan Stanley provides best in class service to our clients 

in a way that reflects our commitment to thought leadership, innovative solutions, and cutting-edge strategies. 

Has your client... 

 Had a concentrated position complicating their

portfolio’s diversification?

 Recently sold their business for shares of the acquiring company?

 Received shares as an investor or executive stakeholder of a

company?

 Accumulated significant compensation via stock or options as an

employee?

 Inherited a large, concentrated position from family-owned shares?

Flexibility: OTC Hedging & Monetization strategies may offer solutions that meet client needs. Unlike listed derivatives strategies, OTC 

strategies are fully customizable (i.e., strike levels, expiry dates, underlying, execution style). Some listed derivatives strategies do not have 
specific expiry dates or lack liquidity, which may prevent a client from mitigating risk for their concentrated positions.  

Risk Management & Liquidity Capabilities: There are several factors that can complicate risk mitigation of concentrated positions for clients,  

such as - tax implications, an inherited bullish conviction, legal restrictions, and sentimental attachment to the position. 

The Advisor Solutions Team can potentially help mitigate risk and provide liquidity utilizing OTC strategies through: 

 

Potential Strategies for Concentrated Positions 
There are various OTC Derivatives strategies available to reduce downside exposure for and monetize concentrated positions. 

Covered Calls Zero Cost Collars Prepaid Variable Forwards

Cap Strike ✔ ✔ ✔

Floor Strike — ✔ ✔

Upfront Cash Payment — — ✔

Diversification  

Diversifying the client’s concentration in  
a single equity position, without selling 

out of the concentrated position. 

Capital Preservation  

Providing protection against a decline 
in the stock’s value, while  

maintaining upside appreciation. 

Monetization 

Receive the benefits of downside 
protection, upside appreciation and an 
upfront cash payment, with no separate 

loan facility to generate liquidity.  

Tax Efficiency 

Potential to defer costly capital gains 
tax, without selling out of the 

concentrated position. 
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Important Information and Qualifications 

The information provided herein was prepared by sales, trading, or other non-research personnel of one of the following: Morgan 

Stanley & Co. LLC, Morgan Stanley & Co. International PLC, Morgan Stanley MUFG Securities Co., Ltd, Morgan Stanley Capital Group 

Inc. and/or Morgan Stanley Asia Limited (together with their affiliates, hereinafter “Morgan Stanley”) but is not a product of the 

Morgan Stanley Research Department or prepared by the Morgan Stanley Research Department. This communication is a 

marketing communication and is not a research report, though it may refer to a Morgan Stanley Research report or the views of a 

Morgan Stanley research analyst. We are not commenting on the fundamentals of any companies mentioned. For additional 

information and important disclosures, see http://www.morganstanley.com/disclaimers.  

An investment in OTC strategies may not be suitable for all investors. These investments involve substantial risks. The 

appropriateness of a particular investment or strategy will depend on an investor’s individual circumstances and objectives. This 

material does not provide individually tailored investment advice, nor does it offer tax, regulatory, accounting or legal advice. 

The information provided herein has been prepared solely for informational purposes and is not an offer or a solicitation of an offer 

to enter into any over-the-counter derivative transaction.  No representation is given with respect to the information’s accuracy or 

completeness, and it may change without notice. Morgan Stanley, on its own behalf and on behalf of its affiliates, disclaims any and 

all liability relating to these materials, including, without limitation, any express or implied representations or warranties for 

statements or errors contained in, or omissions from, these materials.  Morgan Stanley is not advising you to take any particular 

action based on the information, opinions or views contained herein, and acceptance of such document will be deemed by you 

acceptance of these conclusions. You should consult with your own municipal, financial, accounting and legal advisors regarding 

the information, opinions or views contained in this communication. 
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