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S&P DJI: What is your role at American Equity, and how do you
serve the insurance space?
Joyana: I am Vice President and Head of Derivatives at American Equity. My
team and I hedge the embedded derivatives in our fixed index annuity liabilities
for American Equity Investment Life Insurance Company and Eagle Life
Insurance Company.

S&P DJI: What considerations are top of mind as you and your
team are considering what index will be at the center of a fixed
index annuity (FIA)?
Joyana: The most immediate consideration when contemplating a new index
is whether we think the index design and objectives can help us potentially
create higher risk-adjusted and stable returns for our policyholders over the long
term, while still maintaining option costs. Renewal rate integrity is something
that American Equity has always deemed an essential business philosophy, so
stabilizing costs to hedge policyholder returns is important. It is also important
to us that the index be reliable and understood with relative ease. It must fill a
gap in the policyholders’ ability to potentially increase account values in different
economic regimes.

S&P DJI: Earlier in 2020, we saw periods of extreme volatility
and sharp declines in the market. How do you try to plan for and
protect against these conditions as you’re developing new FIAs?
Joyana: Selecting the right type of index is an important part of our plan. We’ve
found risk control indices to be an effective tool in mitigating the effects of
extreme volatility and sharp market downturns in an investment portfolio.
Volatility tends to increase as the market decreases. The risk control mechanism
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decreases the allocation to the underlying index as volatility increases and, therefore, mitigates its
effects on the overall index. This, in turn, tends to lessen sharp declines in the risk control index
compared to indices without the risk control mechanism.

S&P DJI: American Equity uses the S&P 500® Dividend Aristocrats® Daily Risk
Control 5% Index within one of its FIAs. What characteristics did this index have
that made it well suited for use within an FIA?
Joyana: We added the S&P 500 Dividend Aristocrats Daily Risk Control 5% Index to our index
offerings back in 2014. The index was simple to understand with two components (equity and cash).
We appreciated how the underlying index, the S&P 500 Dividend Aristocrats, which represents
the equity component, was a proven index with a demonstrated track record for performance.
The companies that make up the underlying index are all highly rated (investment grade), large (at
least USD 3 billion market cap), diversified across market sectors, and have a long history (25 years
minimum) of paying and increasing dividends. It was expected that, as more of the baby boom
generation retires, demand for dividend-paying stocks would increase and, historically, those stocks
have provided some downside protection in volatile markets. These reasons, along with the addition
of the risk control mechanism, make the index attractive for our use.

S&P DJI: Why should using a transparent, rules-based index matter to clients?
How do you explain this index in simplified terms for a client?
Joyana: Transparent, rules-based indices should matter to the client because the better they
understand the index, the more informed of a decision they can make for strategy selection for the
upcoming year and as market regimes change. The simplified explanation of the S&P 500 Dividend
Aristocrats Daily Risk Control 5% Index is that it is a volatility control index that offers increased
stability and returns based on companies with 25 consecutive years of positive dividend returns. The
index is dynamically adjusted across two components (the S&P 500 Dividend Aristocrats and cash),
based on the volatility of the underlying index, in order to target a 5% volatility.

S&P DJI: How does the volatility control framework incorporated into the S&P
500 Dividend Aristocrats Risk Control 5% Index help policy owners? Why is that
important for the client’s retirement outlook?
Joyana: The volatility control framework helps policyholders by stabilizing the cost of the options we
use to hedge their index credits. This, in turn, allows us to better maintain renewal rates in periods of
increasing market volatility. The lower volatility also leads to higher spreads and participation rates
than are available to the policyholder compared to what we can offer for the same budget on our
other strategies.

S&P DJI: The economic crisis brought on by COVID-19 has obviously affected
dividends. What trends and impacts are you seeing in the FIA space regarding
dividend strategies?
Joyana: We are actually seeing and hearing about more of our competitors following our lead and
using indices based on dividend strategies as part of their FIA offerings. The dividends issued by
companies are usually the least-preferred adjustment made in order to preserve cash. This is a
result of their perceived longevity and importance in the stock valuation process. While the COVID-19
pandemic has put pressure on many companies’ dividends, and some cuts have been seen, the
strategy has remained resilient and we believe it is an essential part of the investment framework.
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Copyright © 2021 S&P Dow Jones Indices LLC. All rights reserved. STANDARD & POOR’S, S&P, S&P 500, S&P 500 LOW VOLATILITY INDEX, S&P 100, S&P
COMPOSITE 1500, S&P MIDCAP 400, S&P SMALLCAP 600, S&P GIVI, GLOBAL TITANS, DIVIDEND ARISTOCRATS, S&P TARGET DATE INDICES, GICS, SPIVA,
SPDR and INDEXOLOGY are registered trademarks of Standard & Poor’s Financial Services LLC, a division of S&P Global (“S&P”). DOW JONES, DJ, DJIA
and DOW JONES INDUSTRIAL AVERAGE are registered trademarks of Dow Jones Trademark Holdings LLC (“Dow Jones”). These trademarks together with
others have been licensed to S&P Dow Jones Indices LLC. Redistribution or reproduction in whole or in part are prohibited without written permission of
S&P Dow Jones Indices LLC. This document does not constitute an offer of services in jurisdictions where S&P Dow Jones Indices LLC, S&P, Dow Jones or
their respective affiliates (collectively “S&P Dow Jones Indices”) do not have the necessary licenses. Except for certain custom index calculation services,
all information provided by S&P Dow Jones Indices is impersonal and not tailored to the needs of any person, entity or group of persons. S&P Dow Jones
Indices receives compensation in connection with licensing its indices to third parties and providing custom calculation services. Past performance of an
index is not an indication or guarantee of future results.
It is not possible to invest directly in an index. Exposure to an asset class represented by an index may be available through investable instruments based
on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other investment vehicle that is offered
by third parties and that seeks to provide an investment return based on the performance of any index. S&P Dow Jones Indices makes no assurance that
investment products based on the index will accurately track index performance or provide positive investment returns. S&P Dow Jones Indices LLC is not
an investment advisor, and S&P Dow Jones Indices makes no representation regarding the advisability of investing in any such investment fund or other
investment vehicle. A decision to invest in any such investment fund or other investment vehicle should not be made in reliance on any of the statements
set forth in this document. Prospective investors are advised to make an investment in any such fund or other vehicle only after carefully considering the
risks associated with investing in such funds, as detailed in an offering memorandum or similar document that is prepared by or on behalf of the issuer of
the investment fund or other investment product or vehicle. S&P Dow Jones Indices LLC is not a tax advisor. A tax advisor should be consulted to evaluate
the impact of any tax-exempt securities on portfolios and the tax consequences of making any particular investment decision. Inclusion of a security
within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold such security, nor is it considered to be investment advice.
These materials have been prepared solely for informational purposes based upon information generally available to the public and from sources believed
to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data, research, valuations, model,
software or other application or output therefrom) or any part thereof (“Content”) may be modified, reverse-engineered, reproduced or distributed in
any form or by any means, or stored in a database or retrieval system, without the prior written permission of S&P Dow Jones Indices. The Content shall
not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and its third-party data providers and licensors (collectively “S&P Dow
Jones Indices Parties”) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Dow Jones Indices Parties are not
responsible for any errors or omissions, regardless of the cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN
“AS IS” BASIS. S&P DOW JONES INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT
THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION.
In no event shall S&P Dow Jones Indices Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special
or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in
connection with any use of the Content even if advised of the possibility of such damages.
S&P Global keeps certain activities of its various divisions and business units separate from each other in order to preserve the independence and
objectivity of their respective activities. As a result, certain divisions and business units of S&P Global may have information that is not available to
other business units. S&P Global has established policies and procedures to maintain the confidentiality of certain non-public information received in
connection with each analytical process.
In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers of securities, investment
advisers, broker-dealers, investment banks, other financial institutions and financial intermediaries, and accordingly may receive fees or other economic
benefits from those organizations, including organizations whose securities or services they may recommend, rate, include in model portfolios, evaluate
or otherwise address.

