
Putnam  
Dynamic Low Volatility  
Excess Return Index™ (PDLV5E)
Combines stocks, bonds, and cash to seek consistent, attractive returns

Exploits diversification

Employs low-volatility stocks for efficiency

Allocates dynamically to manage volatility

Not a bank or credit union deposit, obligation or guarantee  |  May lose value

Not FDIC or NCUA/NCUSIF insured  |  Not insured by any federal government agency 
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A diversified index to pursue  
consistent returns
Putnam Dynamic Low Volatility Excess Return Index dynamically pursues attractive returns with a focus on  
managing volatility and avoiding unwanted surprises. It combines three kinds of asset classes: U.S. stocks with  
better risk-adjusted return potential than the market average, U.S. Treasury bonds for stability and diversification,  
and cash to mitigate downside risk. The Index has rules that seek to manage risk. On a daily basis, the Index can  
flex and rebalance, targeting volatility centered around 5%.*

U.S. STOCKS U.S. BONDS

CASH

S&P 500 Low Volatility Index

Stocks of large companies with 
lower average historic risk than  
the stock market and higher  
risk-adjusted return potential

S&P 10-Year U.S. Treasury  
Note Futures Index

U.S. government bonds that  
may perform well in periods  
when stocks struggle

U.S. Treasury 13-Week  
Bill High Discount Rate

Less volatile than stocks and  
bonds, and a tool to help  
smooth Index performance

About Putnam Investments
Putnam Dynamic Low Volatility Excess Return Index was created  
by Putnam Investments, a Franklin Templeton company. Putnam  
Investments has been serving clients for over 85 years. Our portfolios  
are fueled by a variety of independent views and perspectives, enhanced  
by fundamental research and ongoing dialogue and debate. We combine 
this with portfolio construction that aims to reduce broader macro  
exposures and manage downside risk.  



Competitive returns with few declines and volatility near the 5% target* during the 
measurement period
PDLV5E hypothetical performance (inception to 12/31/23)†
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Index live date: 
June 24, 2020Putnam Dynamic Low Volatility Excess Return Index

Since inception — annualized
Return: 4.00%
Volatility: 5.13%
Sharpe ratio: 0.78

1Targets are presented for the purpose of communicating the intended risk profile and are not intended to be projections of performance. 
It is possible that the Putnam Dynamic Low Volatility Excess Return Index could realize volatility greater than its target. No assurance can 
be given that the Index objective will be achieved. Actual results could be materially different from the stated goals. Excess return may be 
positive or negative and does not mean any additional return on the Index performance. Diversification strategies do not guarantee positive 
performance or prevent negative performance.

2PDLV5E Index levels are calculated by S&P Dow Jones Indices. PDLV5E performance is based on hypothetical back-tested data prior to  
the actual launch of the Index: The Index back-test inception is December 29, 1989. The live date of the Index was June 24, 2020. The Index 
levels represent performance in excess of the U.S. Treasury 13-Week Bill High Discount Rate. S&P is the source of PDLV5E calculations and  
constituent weights. Past performance is not a guarantee of future results. The Sharpe ratio is calculated by dividing the historical PDLV5E 
return by the volatility (standard deviation) of the return. Standard deviation measures how widely a set of values varies from the mean.  
It is a historical measure of the variability of return earned by an investment portfolio.

Hypothetical back-test for illustrative purposes only. Performance represents hypothetical data determined by retroactive application 
of a back-tested model, itself designed with the benefit of hindsight. Hypothetical back-tested data is theoretical, subject to risk, and not 
predictive of future results. The Index levels reflect the daily deduction of a fee at a rate of 0.50% per annum. The fee is not related to any 
life insurance product or annuity. The hypothetical performance information presented herein does not reflect fees and expenses that an 
investor would pay in a life insurance product or fixed index annuity. 

It is not possible to invest directly in an index. 1

Year 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Annual  
return% 0.73 7.19 2.57 -0.97 5.77 8.00 9.38 8.02 7.60 9.74 1.11 4.21 12.81 -0.34 11.62 4.04 3.13 –11.62 –2.21



Employs low-volatility stocks combined 
with bonds to pursue strong diversification
Combining assets with low (or negative) correlation in a portfolio or an index results in a diversification effect.  
This is designed to help reduce volatility — the ups and downs in performance. Correlation measures whether two  
investments frequently move in the same direction. Low or negative correlation means two investments, like stocks  
and bonds, move in somewhat different directions. When combined, they can have smoother performance than  
they have separately.

A strong diversification effect comes from mixing stocks and bonds
Combining stocks and bond futures into one portfolio has achieved greater diversification and a lower 
volatility of 7.4%, more than one percentage point over Treasury Futures and six points less than stocks.

Volatility of stocks, bonds, and a combined portfolio of both, 12/29/89–12/31/23
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Volatility values are based on daily returns from 12/29/89 to 12/31/23. Stocks represent the S&P 500 Low Volatility Index, and bonds  
represent the 10-year U.S. Treasury Note Futures Index. 50/50 Portfolio is the actual volatility of a blended 50% stocks/50% bonds portfolio. 
Daily rebalancing is assumed. Past performance is not a guarantee of future results. Indexes are unmanaged and do not incur expenses.  
You cannot invest directly in an index. Diversification does not assure a profit or protect against loss. It is possible to lose money in a  
diversified portfolio. The S&P 500 Low Volatility Index measures the performance of the 100 least volatile stocks in the S&P 500 Index and was 
launched on April 4, 2011. The S&P 10-year U.S. Treasury Note Futures Index holds the nearest maturity 10-year U.S. Treasury Note futures 
contract and was launched on March 28, 2011. All information prior to each index’s launch date is back-tested, based on the methodology 
that was in effect on the respective launch date. Back-tested performance, which is hypothetical and not actual performance, is subject to 
inherent limitations because it reflects application of index methodology and selection of index constituents in hindsight.

2



Low-volatility stocks have historically better risk-adjusted returns than the  
S&P 500 during the measurement period
For its stock market exposure, the PDLV5E Index uses low-volatility stocks to take advantage of an anomaly in  
financial markets, where low-volatility stocks have historically better risk-adjusted returns. Putnam believes in  
the power of low-volatility strategies and has managed other types of low-volatility portfolios since 2010 seeking  
smoother performance and fewer surprises. 

PDLV5E uses the S&P 500 Low Volatility Index, which has historically better risk-adjusted  
performance than the S&P 500 Index during the measurement period. 
Performance history, 12/29/89–12/31/23

Sources: S&P Global, Bloomberg Finance L.P. 
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S&P 500 Low Volatility 
Index measures the 
performance of the 100 
least volatile stocks 
in the S&P 500. 

Annualized volatilityAnnualized return Sharpe ratio

Performance and volatility values are based on daily returns from 12/29/89 to 12/31/23. Past performance is not a guarantee of future results. 
Indexes are unmanaged and do not incur expenses. You cannot invest directly in an index. Diversification does not assure a profit or protect 
against loss. It is possible to lose money in a diversified portfolio. The S&P 500 Low Volatility Index measures the performance of the 100 least 
volatile stocks in the S&P 500 Index and was launched on April 4, 2011. All information prior to the index’s launch date is back-tested, based on 
the methodology that was in effect on the launch date. Back-tested performance, which is hypothetical and not actual performance, is subject 
to inherent limitations because it reflects application of index methodology and selection of index constituents in hindsight.
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Dynamic daily rebalancing process allows 
the Index to consistently target volatility
Daily rebalancing allows the Index to be responsive to changing markets. The goal of the process is to have the right 
asset mix to pursue attractive risk-adjusted returns with a target volatility centered around 5%.*

4

ASSESS EQUITY MARKET RISK

Calculate and incorporate equity market  
volatility daily over multiple time horizons

PURPOSE: Multiple risk metrics allow the Index to  
be stable, but also responsive to changing markets

CALCULATE TARGET WEIGHTS

Determine the optimal weights to stocks  
and bonds that result in 5% Index volatility

PURPOSE: The Index always chooses an allocation  
to take the appropriate amount of risk, while raising  
cash to mitigate risk in volatile down markets

APPLY TRADING RULE

Rebalance the Index only if projected volatility 
falls outside of 4%–6%
PURPOSE: This carefully crafted process seeks to  
improve risk-adjusted returns while also minimizing 
unnecessary turnover

1Targets are presented for the purpose of communicating the intended risk profile and are not intended to be projections of performance. 
It is possible that the Putnam Dynamic Low Volatility Excess Return Index could realize volatility greater than its target. No assurance can 
be given that the Index objective will be achieved. Actual results could be materially different from the stated goals. Excess return may be 
positive or negative and does not mean any additional return on the index performance. Diversification strategies do not guarantee positive 
performance or prevent negative performance.



Historical hypothetical asset allocation 
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5

Historical hypothetical Index volatility 
(1-year rolling volatility)
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Historical asset allocations are hypothetical and illustrate how the Putnam Dynamic Low Volatility Excess Return Index would have responded 
to market conditions from December 29, 1989, to June 24, 2020, had it existed. The information does not represent the current allocations of the 
Index. It is only provided as an example of how the allocations would have worked in certain market environments. No future asset allocations 
of the Index can be predicted based on the simulated asset allocations described herein. The live date of the Index was June 24, 2020. Asset 
allocation strategies do not guarantee positive performance or prevent negative performance. Past performance is not a guarantee or a reliable 
indicator of future results.

Rebalancing the Index has helped to keep volatility in a narrow range
The dynamic process has reallocated stocks, bonds, and cash (see first chart), keeping volatility  
near the 5% volatility target (see second chart), 12/29/89–12/31/23.
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This material has been prepared for informational use and is provided for 
limited purposes. By receiving and reviewing this material, the recipient 
acknowledges the following: This material is a general communication 
being provided for informational and educational purposes only. It is not 
designed to be a recommendation of any specific investment product, 
strategy, or decision, and is not intended to suggest taking or refraining 
from any course of action. The material was not prepared, and is not 
intended, to address the needs, circumstances, and objectives of any 
specific institution, plan, or individual(s). Putnam is not providing advice 
in a fiduciary capacity under applicable law in providing this material, 
which should not be viewed as impartial, because it is provided as part of 
the general marketing and advertising activities of Putnam, which earns 
fees when clients select its products and services. Prior to making any 
financial decisions, any recipients of this material should seek individual-
ized advice from their personal financial,legal, tax, and other professional 
advisors that takes into account all of the particular facts and circum-
stances of their situation. Putnam Investments cannot guarantee the 
accuracy or completeness of any statements or data contained in the 
material. This material or any portion hereof may not be reprinted, sold, 
or redistributed in whole or in part without the express written consent of 
Putnam Investments. The information provided relates to Putnam Invest-
ments and its affiliates, which includes Putnam Investment Management 
LLC. Putnam Investments is a Franklin Templeton company.

Putnam Dynamic Low Volatility Excess Return Index (“the Index”) is the 
exclusive property of Putnam Investments and is made and compiled 
without regard to the needs, including, but not limited to, the suitability 
needs, of any insurance company, life insurance product, index annuity, 
or owners of any life insurance product or index annuity. Life insurance 
and index annuities are insurance policies and contracts, not registered 
securities or stock market investments. Life insurance and index annu-
ities are not invested in the index itself, but rather interest is credited 
based on the performance of the index and the rules prescribed in the 
insurers index crediting strategy. Life insurance and index annuities are 
not issued by Putnam Investments. There can be no assurance that an 
investment strategy based on the Putnam Dynamic Low Volatility Excess 
Return Index will be successful. The Index does not guarantee future 
income or protect against loss of principal. Indexes are unmanaged, and 
one cannot invest directly in an index. Putnam does not issue, sponsor, 
endorse, market, offer, review, or otherwise express any opinion 
regarding any financial product or trading strategy that is based on, 
linked to, or seeks to provide an investment return related to the perfor-
mance of the Index. Putnam makes no assurance that any linked 
investments will accurately track index performance or provide positive 
investment returns. Past performance is not a guarantee or a reliable 
indicator of future results.

BLOOMBERG® is a trademark and service mark of Bloomberg Finance 
L.P. and its affiliates (collectively “Bloomberg”). Bloomberg or 
Bloomberg’s licensors own all proprietary rights in the Bloomberg 
Indices. Neither Bloomberg nor Bloomberg’s licensors approve or 
endorse this material, or guarantee the accuracy or completeness of 
any information herein, or make any warranty, express or implied, as 
to the results to be obtained therefrom, and to the maximum extent 
allowed by law, neither shall have any liability or responsibility for 
injury or damages arising in connection therewith. 

Putnam may license the Putnam Dynamic Low Volatility Excess Return 
Index to one or more companies (each, a “Company”) for use in a product 
offered or issued by the Company. The products are not, in whole or in 

part, sponsored, structured, priced, endorsed, offered, sold, issued, or 
promoted by Putnam or any of its affiliates, or any third-party licensor of 
information to Putnam. Neither Putnam nor any of its affiliates accepts 
any liability in connection with the publication or use of the level of the 
Putnam Dynamic Low Volatility Excess Return Index at any given time.

Hypothetical back-tested data has many built-in limitations,some of 
which are described below. The hypothetical back-test performance 
data and other data (such as hypothetical asset allocations) presented 
reflects application of the current index methodology and selection of 
index constituents prepared with the benefit of hindsight. No theoret-
ical approach can take into account all of the factors in the markets in 
general and the impact of decisions that might have been made during 
the actual operation of an index. Simulated performance data is based 
on criteria applied retroactively with the benefit of hindsight and knowl-
edge of factors that may have positively affected its performance, and 
may reflect a bias toward strategies that have performed well in the 
past. Back-tested performance data and hypothetical asset allocations 
do not reflect actual performance or actual asset allocations of the 
index. Actual results may vary, perhaps materially, from the simulated 
results presented. There are numerous factors related to the markets 
in general or the implementation of any specific investment strategy, 
which cannot be fully accounted for in the preparation of simulated 
results and all of which can adversely affect actual results. No repre-
sentation is being made that any account, product, or strategy will or is 
likely to achieve profits, losses, or results similar to those shown.

Total assets under management are unaudited and subject to change 
and do not reflect pending activity for client decisions communicated to 
Putnam as of December 31, 2023.

The Putnam Dynamic Low Volatility Excess Return Index (the “Index”) is 
the property of Putnam Investment Management LLC (“Putnam”), which 
has contracted with S&P Opco, LLC (a subsidiary of S&P Dow Jones 
Indices LLC) to calculate and maintain the Index. The Index is not spon-
sored by S&P Dow Jones Indices or its affiliates or its third-party licensors 
(collectively, “S&P Dow Jones Indices”). S&P Dow Jones Indices will not 
be liable for any errors or omissions in calculating the Index. “Calculated 
by S&P Dow Jones Indices” and the related stylized mark(s) are service 
marks of S&P Dow Jones Indices and have been licensed for use by 
Putnam. S&P® is a registered trademark of Standard & Poor’s Financial 
Services LLC (“SPFS”),and Dow Jones® is a registered trademark of Dow 
Jones Trademark Holdings LLC (“Dow Jones”).

Americas: 
Canada: Prepared for use in Canada by Franklin Templeton Investments 
Corp. or Putnam Investments Canada ULC (o/a Putnam Management in 
Manitoba), as applicable, 200 King Street West, Suite 1400, Toronto, ON, 
M5H 3T4, (800) 387-0830, Fax: (416) 364-1163, www.franklintempleton.ca. 

United States and Latin America: Franklin Resources, Inc. and its 
subsidiaries offer investment management services through multiple 
investment advisers registered with the SEC. Franklin Templeton, 
One Franklin Parkway, San Mateo, CA 94403-1906, 1-800-321-8563, 
ftinstitutional.com.

This is not an offer to sell or a solicitation of an offer to purchase securi-
ties in any jurisdiction where it would be illegal to do so. 

Please visit www.franklinresources.com to be directed to your local 
Franklin Templeton website with further contact details/information.

https://www.putnam.com/
https://www.ftinstitutional.com
https://www.franklinresources.com

