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INDEX ANNUITIES AND THE S&P 500®: A PRIMER 
 
S&P Indices are widely used by insurance carriers as a basis for crediting rates within 
their indexed linked insurance products.  S&P 500 is the leading index provider for 
indexed-linked insurance products, with over 92% of the top fixed indexed annuity 
products offering accounts linked to the S&P 500.1  In addition, over 60 insurance 
products offer accounts linked to the S&P MidCap 400.2   
 
Insurance carriers choose the S&P 500 and its related indices because of its brand 
recognition (the index has been widely published since 1957), the high liquidity of various 
products linked to the indices and its reputation as an objective representation of the U.S. 
equity market.   
 
About the S&P 500: The Leading Benchmark for U.S. Equities 
 
Since its inception in 1957, the S&P 500 has emerged as one of the top brands in the 
financial industry and is recognized worldwide as the premier benchmark for U.S. stock 
market performance.  Almost all cable and network news outlets regularly reference the 
performance of the S&P 500 and almost every newspaper publishes its performance 
daily.  From a product exposure standpoint, over US$ 3.5 trillion is benchmarked to the 
S&P 500, with index assets comprising approximately US$ 915 billion of this total,3 
making it the most widely followed stock market index in the world.  
 
The S&P 500 is widely regarded as a proxy of the U.S. equity market.  It is the only stock 
market benchmark in The Conference Board’s Index of Leading Economic Indicators and 
has served as the leading indicator of the U.S. equity market since 1968. 
 
Index-Based Products Linked to the S&P 500 
 
One of the reasons the S&P 500 is widely used in insurance products is because of the 
broad, liquid pool of trading and investment vehicles linked to the index.  Additional 
reasons include: 
 
 Exchange Traded Funds (NYSE:SPY and NYSE:IVV) linked to the index traded an 

average of US$ 15 billion dollars per day in 2010. (Source: BlackRock ETF 
Landscape: Industry Highlights Year End 2010) 
 

 In 2010, 2.2 million S&P 500 E-Mini futures contracts traded daily, on average, at 
Chicago Mercantile Exchange. (Source: Futures and Options Intelligence; 
www.fointelligence.com) 
 

 700,000 S&P 500 options contracts traded daily, on average, at the Chicago Board of 
Options Exchange (CBOE). (Source: Futures and Options Intelligence; 
www.fointelligence.com) 

 



 

4 For complete methodology, please visit www.indices.standardandpoors.com. 
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S&P 500 Index Methodology 
 
The S&P 500 represents leading U.S. companies in leading industries.  It does not 
include the largest 500 companies in the U.S., but a broad cross-section of large cap 
common stocks from various industries listed on U.S. stock markets.  
 
On an ongoing basis, S&P Indices makes changes to the index to reflect the large 
cap portion of the U.S. equity market, with larger companies having greater weight in 
the index. Index constituents are added based on the following criteria:4 
 
 Market capitalization of at least US$ 4.0 billion 
 Adequate liquidity and reasonable price 
 Companies headquartered in the U.S. 
 Public float of at least 50% of the stock 
 Four consecutive quarters of positive as reported earnings 
 
Chart 1: Coverage of U.S. Equities – Beyond the S&P 500 

S&P SmallCap 600 

S&P MidCap 400 7%

Other 15%

S&P 500 75%

 
Source: S&P Indices. As of December 31, 2010. 
 
The S&P 500 represents about three fourths of the total domestic U.S. equity market 
capitalization. What about the remaining 25%? In the early 1990’s, Standard & 
Poor’s launched S&P MidCap 400 and S&P SmallCap 600. The S&P MidCap 400 
provides a benchmark for mid-sized companies and represents over 7% of the U.S. 
equity market.  The index is widely used – it has more than US$ 75 billion in assets 
tracking it and has widely traded ETFs and ETF options linked to it. 
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Chart 2: Daily Performance Chart -- S&P 500 vs. S&P MidCap 400 
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Source: Standard & Poor's.  Daily data from January 2, 1992 through January 31, 2011.  Past 
performance is not an indication of future results. 
 
 
Tickers 
ETF Ticker 
iShares S&P 500 Index Fund IVV 
SPDR® S&P 500 ETF SPY 
Vanguard S&P 500 ETF VOO 
 
 

Introducing a new way to explore indices 
www.spdji.com/spindices.  
 

   
 

http://www.facebook.com/pages/SP-Indices/161630018534?elq=d2cfc1838bbb4184b37e8306fb3da62c
http://www.linkedin.com/groupRegistration?gid=2426754
http://www.spindices.com/feeds/home
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Disclaimer 
 
Copyright © 2012 by S&P Dow Jones Indices LLC, a subsidiary of The McGraw-Hill Companies, Inc., and/or its affiliates. All rights reserved. 
Standard & Poor’s S&P, S&P 500, S&P MidCap 400, and S&P SmallCap 600 are registered trademarks of Standard & Poor’s Financial 
Services LLC (“S&P”), a subsidiary of The McGraw-Hill Companies, Inc. Dow Jones is a registered trademark of Dow Jones Trademark 
Holdings LLC (“Dow Jones”). Trademarks have been licensed to S&P Dow Jones Indices LLC. Redistribution, reproduction and/or 
photocopying in whole or in part are prohibited without written permission. This document does not constitute an offer of services in 
jurisdictions where S&P Dow Jones Indices LLC, Dow Jones, S&P or their respective affiliates (collectively “S&P Dow Jones Indices”) do not 
have the necessary licenses. 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. Past 
performance of an index is not a guarantee of future results. 
 
It is not possible to invest directly in an index. Exposure to an asset class represented by an index is 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 vehicle. 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 from sources 
believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data, model, 
software or other application or output therefrom) or any part thereof (Content) may be modified, reverse-engineered, reproduced or 
distributed in any form 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 Dow Jones Indices keeps certain activities of its business units separate from each other in order to preserve the independence and 
objectivity of their respective activities. As a result, certain business units of S&P Dow Jones Indices may have information that is not available 
to other business units. S&P Dow Jones Indices 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. 
 


