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Abstract- The present study focused on investment pattern
adopted by the Life Insurance Corporation. The study is
exploratory in nature and based on secondary data taken from
‘Handbook of Statistics on the Indian Economy, RBI website.
The study period ranges from year 1990-1991 to 2016-17.
Statistical tools namely trend analysis, Annual Average
Growth Rate (AAGR) and Compound Annual Growth Rate
(CAGR) are used for analyzing the data. Life insurance
companies make investment in the assets to hedge their risks.
Efficient investment decision helps the insurance companies to
safeguard their investments and can reduce the risk by
diversifying the investment in different securities. The Life
Insurance Corporation of India manages the investments
effectively subject to the directions given by the IRDA
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I. INTRODUCTION

Making investment in an efficient manner and getting
expected return along with minimum risk is a challenging task
to individual as well as institutional investors. Analyzing
financial markets in a systematic way is essential to individual
or institutional investors for making wise investment. Life
Insurance Corporation (LIC) protects the life of the
policyholders by collecting premium from them. The premium
collected from the policy holders are invested in different
securities as per the guidelines of IRDA.

A. Objective of the Study

The present study focused on investment pattern
adopted by the Life Insurance Corporation during the study
period with the following objectives.

1. To analyze investment pattern adopted by the Life
Insurance Corporation over the study period.

2. To examine sector wise and investment wise growth
of portfolio pattern adopted by LIC.

B. Methodology
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The study is exploratory in nature and based on
secondary data taken from ‘Handbook of Statistics on the
Indian Economy, RBI website. The study period ranges from
year 1990-1991 to 2016-17. Statistical tools namely trend
analysis, Annual Average Growth Rate (AAGR) and
Compound Annual Growth Rate (CAGR) are used for
analyzing the data.

Il. MARSHALLING OF DATA

Table 1 - Sector Wise Investments by the Life Insurance

Corporation
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Note: Figures in Crores and Figures in Parenthesis denotes the
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Source: Data retrieved form Published annual reports of RBI.

1. Investments in Public Sector by the Life Insurance
Corporation

The Table — 1 shows sectors wise investment by the
Life Insurance Corporation of India. Investments made in
public sector ranges from rupees 19,980 crore in the year 1991
to rupees 17,97,369 crores in the year 2017 and shows an
increasing trend throughout the study period except in the
years 2007 (rupees 43381 crore) and 2009 (rupees 57205
crore). The proportion of investment is made by LIC in public
sector ranges from 23.062 per cent to 96.389 per cent. The
annual growth of investment over the previous year in public
sector ranges from -88.55 to 1085.86. The Average Annual
Growth Rate (AAGR) of investment in public sector by the
life insurance corporation is 88.86 per cent and the Compound
Annual Growth Rate (CAGR) of the investments by the life
insurance corporation is 18.89 per cent.

The figure - 1 express the actual amount invested and
the estimated trend line.
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Figure 1 - Investments by Life Insurance Corporation in
Public Sector
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Source: Drafted based on the table value — 1

The figure 1 — Investments by the Life Insurance
Corporation inferred in the line chart that the actual invested
amount and liner trend shows an increasing trend over the
study period. In the year 2006-07 and 2008-09, the amount
investment in the public sector is very low compared with the
previous year, which showed in the actual trend line of the
chart. The R? value 0.733 indicated that the actual amount
invested in the public sector varied with 73.3 per cent over the
estimated amount of investment

2. Investments in Private Sector by the Life Insurance
Corporation

It is interpreted from the Table — 1 that the invested
amount in the private sector ranges from rupees 3,310 crores
in the year 1990-1991 to rupees 3,85,729 crores in the year
2016-17. The proportion of investment is made by the LIC in
the private sector ranges from 3.22 per cent to 75.45 per cent
over the study period. The annual growth rate ranges from -
88.77 per cent to 995.83 per cent. The Average Annual
Growth Rate (AAGR) of investment in the private sector is
53.58 per cent and the Compound Annual Growth Rate
(CAGR) is showed as 20.08 per cent.

The figure - 2 convey the actual amount invested in
the private sector and the estimated trend line of investments.
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Figure 2 - Investments by the Life Insurance Corporation
in Private Sector
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The figure 2 — Investments by the Life Insurance
Corporation in the private sector evidenced in the line chart
that the actual invested amount and liner tend shows an
increasing trend over the study period. In the year 2011-12,
the amount investment in the private sector is very low
compared with the previous year, which showed in the actual
trend line of the chart. In the chart, the R? value 0.752 showed
that the actual invested amount in the private sector volatile
with 75.2 per cent per cent over the estimated amount of
investment, which is indicated by the trend line.

3. Investment in Joint Sector by the Life Insurance
Corporation

It is evidenced from the Table — 1 that the amount
invested by the Life Insurance Corporation in the joint sector
ranged from rupees 71 crores in the year 2009-10 to rupees
1916 crores in the year 2005-06. The invested amount in joint
sector to total investment proportion is less than one per cent
and it is ranged from 0.004 per cent to 0.782 per cent over the
sample period of the study. The annual growth rate is
increased from the year 1990-91 to 2000-01 and succeeding
years it decreased from 0.88 percentage with the previous year
investment and it gain decreased with 13.62 per cent from the
preceding year of investments. Further, the investment amount
in joint sector hugely decreased in the year 2006-07 and
succeeding years the amount of investment decreased with
slight fluctuation. From the year 2010-11, the Life Insurance
Corporation increased its investment in the joint sector except
in the year 2016-17. The Average Annual Growth Rate
(AAGR) of the amount of investment in joint sector by the life
insurance corporation is 8.17 per cent and the Compound
Annual Growth Rate (CAGR) showed as -2.14 per cent that
means the invested amount not consistently increased over the
sample study period.
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The figure - 3 expressed the actual investment made
by the insurance company and the investment estimation in the
future period through trend line.

Figure 3 - Investments by Life Insurance Corporation in
Joint Sector

]
N

o

<
)

— Amount
Linear. .

y=-12.19x+ 5826

w

ﬁ)go- R=0.048

-~

]

=

Boo -

=

=

=

=]

E)OO—

=

<

200 |

- —

= I —

—

[ o e e e e L e e e e L A e

L A L A T A T A L S =2 e B T T
[ = = = R =R e R R e e e T s
[ s B S e e e e e D A e =)
— = = o~ = 1 61 f c1 el e el

Source: Drafted based on the table value — 1

The figure 3 — Investment by the Life Insurance
Corporation in the Joint Sector indicated in the line chart that
the actual invested amount increased from 1990-91 to 2006-07
but after the year 2006-07, the amount of investment in joint
sector is decreased and maintain a same level of amount so the
liner tend line shows decreasing trend over the study period. In
the year 2007-08, the amount investment in the joint sector is
highly very low compared with the previous year, which
showed in the actual trend line of the chart. The R? value
0.048 showed that the actual amount invested in the joint
sector instability with 4.8 per cent per cent over the estimated
amount of investment.

4. Investment in Cooperative Sector by the Life
Insurance Corporation

It is observed from the Table — 1 that the investment
made by the life insurance corporation in the cooperative
sector ranged from rupees 685 crores in the year 2014-15 to
rupees 3818 crores in the year 2007-08. The proportion of
investments ranges from 0.040 per cent to 5.799 per cent and
the life insurance company investment pattern in cooperative
sector to total investments continuously decreased over the
sample study period but, while considering the annual growth
invested amount highly increased in the year 2006-07 as
161.97 per cent while compare with preceding year. The life
insurance corporation decreased the amount of investment in
the cooperative sector as 76.96 per cent in the year 2012-13.
The Average Annual Growth Rate of investment in
cooperative sector showed as 4.60 per cent and the Compound
Annual Growth Rate (CAGR) of the investments in the
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cooperative sector is showed as -1.46 per cent which means
the invested amount not grow well.

Figure 4 - Investments by Life Insurance Corporation in
Cooperative Sector
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The figure 4 — Investment by the Life Insurance
Corporation in the Cooperative Sector pointed out in the line
chart that the actual invested amount slightly increased from
1990-91 to 2000-01 but after the year 2003-04, the amount of
investment in cooperative sector is decreased and again the
investment increased upto the year 2011-12. The Life
Insurance Corporation maintains a high level of investment
amount in cooperative (more than the liner trend line) sector
from 2006-07 to 2011-12. The estimated liner tend line shows
a straight-line trend over the study period. The R? value 0.003
showed that the actual amount invested in the joint sector
instability with 0.3 per cent over the estimated amount of
investment, which is indicated by the trend line in the chart.

5. Total Investments by the Life Insurance Corporation
in the Sectors

It is observed from the table — 1 value that the
amount investment in sector wise shows an increasing trend
over the sample study period except in the year 2006-07,
2008-09 and 2011-12 but the remaining years the insurance
company increase the amount of investment in the sectors
which inclusive of public, private, joint and cooperative. The
Annual Average Growth Rate is showed as 36.50 percentages,
which means the investment in sectors increase with 36.50 per
cent with slight fluctuation. While considering the Compound
Annual Growth Rate, it shows as 18.78 percentages so the
investment in the sectors increased with 18.78 per cent during
the sample study period. The figure — 5 expressed the amount
of investment in the sectors.
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Figure 5 - Sector Wise Total Investments by the Life
Insurance Corporation
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The Figure — 5 showed the total investments made by
the life insurance corporation in the sector wise. The
investment amount increased over the sample study period
except in few years. The R? value 0.763 indicated that the
amount invested in the sectors instability with 76.3 per cent
over the estimated amount of investment, which is indicated
by the trend line in the chart.

Table 2 — Instruments Wise Investments by the Life
Insurance Corporation
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Source: Data retrieved form Published annual reports of RBI.

6. Investment in Stock Market Instruments by the Life
Insurance Corporation

It is observed from the table — 2 that the investment
made by the life insurance corporation on stock market
instrument is ranged from rupees 15871 crores in the year
1990-91 to rupees 2152592 crores in the year 2016-17. The
investment amount in the stock market instruments increased
year-by-year over the sample study period except the year
2008-09 (rupees 71571 crores) due to market stock market
crisis. The stock market investment proportion to total
investment also increased and it ranges from 60.27 per cent to
99.64 per cent. The annual growth of investment in the stock
market investment increased over the study period except in
the year 2008-09. It is 87.88 percentage less than the previous
year investment but in the succeeding year the life insurance
corporation increased its investment in the stock market
instruments without considering any factors association with
the market incidents in the previous year as the result of it the
insurance company increased 1118.46 percentage of
investment while compare with the previous year.

The Annual Average Growth Rate of the amount
invested in the stock market instruments shows that 56.75 per
cent and the Compound Annual Growth Rate indicated that
the investment made in the stock market increased with 20.79
per cent consistency only.
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Figure 6 — Investment by the Life Insurance Corporation
in Stock Markets
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It is inferred from the Figure — 6 that the amount
invested by the life insurance corporation in the stock market
instruments is gradually increased over the sample period of
the study but the investment made by the insurance company
is very less in the year 2009 due to stock market crisis. The R?
value indicated that the actual amount invested in the stock
market instruments varied with 77.4 per cent over the
estimated amount of investment, which is indicated by the
trend line in the chart.

7. Investment in Loan Instruments by the Life Insurance
Corporation

It is interpreted from the table — 2 that the amount
invested in the loan instruments were ranged from rupees 4143
crores in the year 2011-12 to rupees 47181 crores in the year
2008-09. The proportion of amount invested in loan
instruments to total investment ranged from 39.73 per cent to
0.36 per cent over the sample study period. The proportion to
total investment shows decreasing trend over the study period
and also the changes over the previous of the investments in
loan securities are also fluctuating trend in the sample study
period. The highest decreasing trend recoded in the year 2011-
12 that is 90.54 percentages less than the preceding year and
the insurance company increased the amount of investment in
the loan instruments in the year 2012-13 that is 905.65 per
cent compare with preceding year to the respective year. The
Average Annual Growth Rate of the amount invested in the
loan instruments showed 36.85 per cent, the CAGR is only
5.73 percent. The figure — 7 illustrated the trend of amount
invested in the loan instruments and its estimated trend with
the help of trend line.
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Figure 7 — Investment by the Life Insurance Corporation
in Loans
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It is observed form the Figure — 7 that the amount of
investment in the loan instruments gradually increased upto
the year 2010-11 with slight fluctuations but in the year but in
the year 2011-12, the investment amount suddenly felled
down and it is high fallen during the year of sample study
period. The investment amount increased in the succeeding
year of the fell down and showing the decrease trend with
slight fluctuations in the remaining study period. The R? value
indicated that the actual amount invested in the loan
instruments varied with 49.3 per cent over the estimated
amount of investments in the loan instruments.

8. Total Investments by the Life Insurance Corporation
in the Instruments

The total investment made by the life insurance
corporation in the instruments were ranged from rupees 23288
crores in the year 1990-91 to rupees 2184178 crores in the
year 2016-17. The investment amount in the year 2008-09 is
very low and it is 81.32 percentages less than the previous
year investment. Even though the stock market faced crisis but
the insurance company make investment 60 percentages in the
stock market instruments and nearby 40 percentages of
amount in the loan instruments. The Annual Average Growth
Rate of the amount invested in the instruments is 38.94 per
cent but the CAGR of the sample study period showed 19.08
per cent. The figure — 8 demonstrated the trend of amount
invested in the instruments and its estimated trend with the
help of trend line.
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Figure 8 — Instrument wise Total Investment by the Life
Insurance Corporation
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The Figure — 8 inferred that the total investments
made by the life insurance corporation in the instrument wise.
The investment amount increased over the sample study
period except in the year 2008-09 which also similar to the
amount invested in the stock market instruments. The R? value
0.786 indicated that the amount invested in the instruments
varied with 78.6 per cent over the estimated amount of
investment, which is indicated by the trend line in the chart.
The overall chart is similar to the figure — 6 because the
majority investment made by the life insurance corporation on
stock market instruments.

I1l. CONCLUSION

Generally, Life insurance companies make
investment in the assets to protect the interest of the
shareholders and to settle the amount to the claimants in the
right time. Efficient investment decision might safeguard the
investments and fetch expected return to the investors. Life
Insurance Corporation invests money mainly in public sector
might think about return also along with safety. The Life
Insurance Corporation of India manages the investments
effectively as per prescribed ceiling limit given by the IRDA.
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