
STOP-LOSS
 A UNIQUE FEATURE THAT PROTECTS PERFORMANCE IN VARIOUS 

INTEREST RATE ENVIRONMENTS.

Why Does a Stop-Loss Matter?
Every volatility-controlled index uses a non-equity component to dampen volatility. 

This component is often bonds but can also include cash, commodities, etc. When the 
component is bonds, then bond performance is based on bond prices.  

Decreasing Rate Environment
If interest rates fall, then bond prices 
tend to increase – leading to a gain 
on bonds. This gain combined with 

equity performance can be a recipe 
for success. In this situation, allocation 
to bonds can pair well with the equity 

component of the index.

Increasing Rate Environment
If interest rates rise, then bond prices 
tend to decrease – leading to a loss 

on bonds. This loss puts a drag on 
index performance. In this situation, it 

would be better to not have the index 
allocate to bonds.

What if an index could be smart enough to allocate to bonds when it 
makes sense and move away from bonds during a rising rate environment?  

This is where Nasdaq Generations 5’s stop-loss methodology 
comes into play.

HOW DOES IT WORK?
The stop-loss is quite simple.  If bond prices fall below their 200-day moving average, 

then the index will not allocate to bonds – instead it allocates to cash.

Nasdaq Generations 5 includes a unique stop-loss feature that can 
power the index to outperform in a rising interest rate environment.  
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Ten-Year Treasury Rate
1/1/2017 - 1/1/2019

1. As interest rates fell, 
Nasdaq Generations 5 
had 56% allocated to the  
10-year Treasury.

2. The 10-year Treasury rate 
began to increase. The 
stop-loss was triggered on 
11/29/2017, and the index 
no longer allocated  
to bonds.

3. Once interest rates began 
to decrease consistently 
in December of 2018, the 
index allocated to bonds 
once again.

Few indexes had positive performance during the rising rate environment of 12/31/2017 – 
12/31/2018.  Since Nasdaq Generation 5’s stop-loss was activated, the index’s performance 

was not dragged down by poor bond performance. While most indexes suffered losses, 
Nasdaq Generations 5 had a gain of 2.86%.

What About Today?
Interest rates have been rising during 2021 and 2022. The Nasdaq Generations 5’s stop-loss 
has been activated since 10/11/2021, ensuring that the index performance does not have 

drag from bond performance.

SILAC is licensed as SILAC Life Insurance Company in the state of California, license #6244-8.
Withdrawal charges, bonus recovery and market value adjustment may apply to withdrawals made during the withdrawal charge period. 

Interest credit amount is not indicative of future performance. Past performance is not indicative of future results. This is a product of the 
insurance industry and not guaranteed by a bank, nor insured by FDIC or NCUA/NCUSIF. Fixed Index Annuity product availability may vary 

by state. Not a deposit. Not insured by a federal government agency. Restrictions apply. May only be offered by a licensed agent.
For agent use only. Not intended for the general public.

Nasdaq®, Nasdaq Generations 5 IndexTM, are registered trademarks of Nasdaq, Inc. (which with its affiliates is referred to as the 
“Corporations”) and are licensed for use by SILAC Insurance Company®. The Product(s) have not been passed on by the Corporations 

as to their legality or suitability. The Product(s) are not issued, endorsed, sold, or promoted by the Corporations. MerQube, Inc. calculates 
the Nasdaq Generations 5 Index on behalf of the Corporations. THE CORPORATIONS MAKE NO WARRANTIES AND BEAR NO LIABILITY WITH 

RESPECT TO THE PRODUCT(S).

Salt Financial LLC licenses its truVol Risk Control Engine (RCE) and other methodologies (collectively, “Salt IP”) to the Corporations as a 
contributor to the Nasdaq Generations 5 Index. Salt Financial LLC and its affiliates, employees, partners, and vendors shall not 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 Salt IP 

even if advised of the possibility of such damages. 
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Let’s See the Stop-Loss in Action
A rising rate environment occurred September 2017 through November 2018.  

Nasdaq Generations 5’s stop-loss responded well to this environment.
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