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______________________________________________________________________________ 

 

5 Seconds  

Combines a dynamic equity component that adjusts to changing market conditions and a responsive 

bond component that diversifies equity using a combination of bonds and cash, to seek strong risk 

adjusted returns while maintaining 5% volatility target  

 

______________________________________________________________________________ 

30 Seconds  

The Invesco Dynamic Growth Index seeks to achieve its goals by brining together three components:  

Equity Component: A dynamic allocation strategy that assesses which of four possible economic 

environments we’re in, and emphasizes the return drivers expected to perform best in that environment 

Bond Component:  Exposure to bonds seeks to reduce overall volatility and add a diversifying source of 

return. Cash is used during periods of high bond volatility / rising rate environments.  

Risk Management: Allocation to stocks, bonds, and cash adjusted daily to align with 5% risk target. An 

additional intra-day risk management element can help protect against rapid equity downturns. 

The end result seeks to deliver a strong risk adjusted return while maintaining 5% volatility target.  

_____________________________________________________________________________  

5 Minutes  

Here is a deeper dive into how the index is designed and some of the key competitive advantages:  

Equity component follows a dynamic rules based process:  Looks at level of economic growth (growing 

above trend or below trend) and pace of economic growth (accelerating or decelerating) to determine 

the current market environment– then dynamically tilts towards stocks (grouped by Factors) that 

historically have done well in that environment 
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         FOR ILLUSTRATIVE PURPOSES ONLY 

 

Invesco believes that dynamically allocating between Factors to adapt to market conditions is a prudent 

way to capture the benefits of factor-based investing over time.  

What types of stocks are typically favored in the different environments?  

The four phases of the cycle can be broken down into more offensive/risk-on phases (Recovery and 

Expansion) more defensive/risk off phases (Slowdown and Contraction) 

The more offensive phases tend to favor smaller size and more attractively valued companies, seeking to 

benefit from the “rising tide” of economic growth. During these phases, the strategy typically holds very 

little exposure to mega cap names and instead of holds a broad basket of smaller, more cyclical stocks: 

Examples of past holdings in these phases: Ford (cyclical auto), Capital One and Ally Financial (more 

cyclical financials), and HP (a more cyclical tech name)  

The more defensive phases tend to favor larger-cap stocks, historically including large tech companies 

like Apple and Microsoft, and steady blue chip type earners like Home Depot, Proctor & Gamble, and 

Johnson & Johnson.  

In sum, the process seeks to emphasize names that benefit most from increasing economic activity, 

consumer spending, and business activity during the offensive phases of Recovery and Expansion, then 

rotate into more large cap,  blue chip type names with earnings power and robust balance sheets during 

the more defensive phases of Slowdown and Contraction 

To complement the equity exposure and to seek to deliver 5% volatility target, Invesco uses a bond 

component, which can allocate between 10-year treasuries futures and cash. Allocations between 

equity component and bond component adjust daily to maintain 5% vol target  

An additional intra-day risk mitigation component is deployed when needed to quickly reduce equity risk 

when large one-day equity drawdowns occur, adding another layer of downside risk mitigation potential 

to the index 
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In summary, the three elements that differentiate the Invesco Dynamic Growth index are:   

1. Dynamic equity component that seeks to adapt to changing market conditions  

2. Bond component that can use mix of bonds or cash to seek stability in markets where bond 

returns are unstable  

3. Intra-day risk mitigation as an additional tool to manage risk and enhance return potential by 

seeking to limit the impact of large 1-day equity drawdowns  

_____________________________________________________________________________________ 

Disclosure: The information provided is for informational purposes only and should not be construed as 

an offer to buy or sell any financial instruments, or a recommendation for any security or fund interest. 

Invesco Indexing LLC is not an investment adviser or fiduciary and makes no representation regarding 

the advisability of investing in any security or strategy. There can be no assurance that an investment 

strategy based on the Invesco Indexes will be successful. 

 

Indexes are unmanaged and it is not possible to invest directly in an index. Exposure to an asset class or 

trading strategy represented by an index is only available through investable instruments (if any) based 

on that index. Invesco Indexing LLC does not issue, sponsor, endorse, market, offer, review or otherwise 

express any opinion regarding any fund, derivative or other security, financial product or trading 

strategy that is based on, linked to or seeks to track the performance of any Invesco Indexing LLC index. 

 

Although bonds generally present less short-term risk and volatility than stocks, the bond market is 

volatile and investing in bonds involves interest rate risk; as interest rates rise, bond prices usually fall, 

and vice versa. Bonds also entail issuer and counterparty credit risk, and the risk of default. Additionally, 

bonds generally involve greater inflation risk than stocks. This does not constitute a recommendation of 

any investment strategy or product for a particular investor. Investors should consult a financial 

professional before making any investment decisions. Invesco Indexing LLC is an indirect, wholly owned 

subsidiary of Invesco Ltd. The group is legally, technologically and physically separate from other 

business units of Invesco, including the various global investment centers. 

 

Licensor has licensed the Index to Eagle Life Insurance Company to be used as a component of certain 

fixed index annuity products (the “Products”). The Index may be calculated by a third party or contain 

third-party data, each third-party provider and Licensor are collectively “Licensor Parties”. The Products 

are not sponsored, operated, endorsed, sold or promoted by Licensor Parties. The Index, the proprietary 

data therein, and related trademarks, are intellectual property licensed from Licensor, and may not be 

copied, used, or distributed without Licensor’s prior written approval. The Products have not been 

passed on as to their legality or suitability, and are not regulated, issued, endorsed, sold, guaranteed, or 

promoted by Licensor Parties. Licensor Parties make no express or implied warranties, and hereby 

expressly disclaims all warranties of merchantability or fitness for a particular purpose with respect to 

the Index or any data included therein. Without limiting any of the foregoing, in no event shall Licensor 

Parties have any liability for any special, punitive, indirect, or consequential damages (including lost 

profits), even if notified of the possibility of such damages. 

 


