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, aunpanisa mrxwing isife bna:l.nem im 1ittle DLt éiffemt rrou
iha ather finonaeisl institutions sngaged in invcntaﬂnt sotia
vitiu. The life inpurande oonpanies sot ep trmstcu on b-halt

| at n:!.ll:lana off p@l;lcy-holdoru whoom large fundm ar& onllwteﬂ
by than by woy of premiwmn. ﬁuah large funde nohnimd throuph
prm:hme are not reguirsld to peot any lisbilities inudiuuly.
henae thoy are invented in cartun securitien txh:lah any gx,n
bottex* roturn on such investsont.

The basio prina:lploa unaax'ﬂ.yinm the :lnuaimnt ef 1ife

‘:lnaumnea funds way he mwemtod &g undex: |

(1) gate ; :
The priaary duty ofﬁ the 1ife dinmuranae aénpmiqn is

to? pay the dliaimm, sp and when they besone dua. ﬂ"h‘émfora.
asfﬂy of capital mhoula mm&va utmat 1nporttmm by an insurer
muu investing 1ife fund. The spieulati‘!'o nativ:lun in invent-
:lngg the life insuranace fund 4m not a% all denirable and the life
inpurance gompanies have %o act an conservative :lnnators. The

prudent inmurers ;smrar sntaty of eapitul aven a¥ tho aoet of
yiem’ » Keeping in visw the prohlems of :lmmating 1ife maume-
funda. the Covernment of Indim, haws, therefors, lmpomed a nunber -
ot resiﬁaﬂma on the porttouo huhavmav o the :i.ita 1nnumao
-_ :tun&n. ' o

Ehan. Feho 2 Qhaary am! Fm@ﬁaa ol Inmmmaa. 191‘?.
?dumtional Baok Koum. Aligarh. Pe 457, :
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| kii)lzﬂuffiggengz of giold: The inveatment yoliqyléf'a.lifo'
inauiir ahoulﬁ meintain a proper ca4orﬁindiion batﬁian safety
and yieaa. The preminm rates nre fixad taking into aooount 8
dofinito rate of intersst on the 1nvaatnent ot tunds. hengs the
tund.ahould be invested in such & way that it would gat at leant
that‘tgto of intorest which has been assumed in ariving at the
proﬁiu. rates Barning good profit on investnent.maansigborcaae
1n §h§4:at§ of premium and increamse in the rate of}bﬁﬁﬁa&a to
be paid to the policyhodders'. . S

. . The income earned on invesiment of life ruaéa,pluya a
very important role in determining the rate of praniﬁn charged
to tﬁo ﬁolitholﬁers. Yor 1natanoa. an inorenne in 1ﬁteéoat
yiald by 1 %o 1.5 p-rannt on its inveatmonta reduaaa thc proniuu
ratcs by 16 %o 20 g.rncnt on Endowment Asgurance, ana by about
20 to 30 percent on Hhola Bifo Bolioiua thersby making 11!.
.inaurance oheaperz L

(124) Zdguiastys niquiéity principle refers to the converti-
bility of investment into cash withoui loms of napital.ang
without wuch diffioulties, Notwlthotanding, ourrent incomes,

- from interest, dividend - anﬂ presiuns are sufficient to mnot the
11abi11tien arieing out of claims, but the currant ineenoa in
- caBes’ af largo acale eatestropha mey. prove 1naufficiant %o neet
haasy 11ah11itieu of aurr.n&ar valuas, loans and tha cleins
(daa%h as well aa matn:ity). In nu@h cirounatnnaea canvertibin
litg‘bacnasa 1n&1apeneihle. In prina&plc. hnwaver. n aaaa oan
ba maﬁo out for the proner aoheduling of tho uatuﬁity ot 1nvoat-
ments 80 as to uoineide with tha uatnring nbligutiona.

10 Ibid. lh 458g
2. Govt. of In&iu. Report ot tho wmrking grbup on mita “Insurance
A&niniatration, Vbl. s ﬂatober. 1968, 9‘749 para 3.6.2
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;;tiﬁﬁ Diversificntion: Uhe ﬁivera&fiaa%&an of inveataant of
_11?3 *unﬂa in a pro-rvoquisite of inveptuont policy af anv iife
ina&ranca coupany. "hife insuranae applion the priﬁaiulaa (23 4
ﬂiversifiaat&on af inveatm@n%- aq% anly in %hs nunhsr n diffa—
ren% 1nvas€mante &% boldm. huﬁ alsﬁ in gao@raphiaal daﬁtriﬁu-
tian @f %haﬂa invmz%manta. thnim a&wtribu%ion hy typaa of
' ‘entergriﬂa. By typens of aamganiea. by tynes cf aeeurities, ﬁy
a%ur&tv dutﬁs and, Qy tiau of pu?nh@aas“1, ?ha divermificaﬁian
: of invaﬁtmant ahaulﬁ e nade en. g&agraphical Y. ] wnll as aeaa—
itiag nattarn. Relisnce on & aingl@ pattern of meeari%iem ia
not e Bound pr&na&@i@ of 1nvemtm@n% Tow . 2 iife inamr@r. The
'<diatrihutian ﬂhoulﬁ ba mpread with r&favanma to reﬁe&ptﬁnn |

-iﬁatea, inéamtriea, ﬁn@rem @f riek - invalve@ ata. @hia DOCOs

‘~rgszates the aspia%&aaﬂ of ?inauaia& exper%a havinm aoun&

knowledge of stodk axchange amtivi%img exd gmnaral saan@aia
- tyend o ﬁh@f@@&ﬂ%ﬁy~&s«&Awﬁnle.v%herﬁIﬂ-hwgta‘aayarate.v
' Inventmen't Depuriment Gosprising of perzong having profound

knowiedge in this conuecition. Vo

’ﬁﬁéﬁﬁéialof”'&vaa%&eﬁ%mra‘

| 7 ﬂife inxurnnee aam»amiae tnraumhou* tho warld hnve L
'd@finita channels ﬁhraugh wniah they ohmnnuiiae %heir invertibie
funde. Ve propoce to digeuse Shelrw r@latiVa nard € ana donirite
amﬁ th@ir inﬁiviﬁuﬁl impart&ne@ in the X&' invaatmant POL L
'"fclia. " "“f -  -": B ' | |

I ﬁ@her.-;.?.‘ﬁﬂiér, ReYey MHodern Life Inmuvsnoe,
j.‘ The Haenilien Gompeny, Yefeds, 1970, De 254
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1. éb#afnmen% fimourd tiem ) SRREE
| fdke wany other lifo insurance campaniaw a%roa&, Lig
'&lmn invests itm sisesble portisn o2 invepinend in ﬁen%ral and
@ﬁ&te Governnent peonrdties. The preference of @avarpaent BACY-
ritia- over other saauritiea ig pﬂrtly ﬁme o atatuﬁary control
iapassd by the ﬁavarnmant of India over the invaatﬁant poliqy
of the LIP and. §artly due %n nunexi@ritv of ﬂaveyament gecurie
t&gﬁ.avax a@her s@ﬂu&iﬁi@m in‘raﬁpamﬁ @z wmfety, marke&ghﬁlity
- u&&ifﬁ@eaam of ﬁi&ﬁ.ﬁivaféifiéﬁtiéag gavérmmén# haé,uﬁlimi%s&
, crééibiliﬁy in meeting 1%s obiigatiénﬁléuu_&a powor of impos-
'1ng.iazea and raising Tunde fram tha public. The mﬁstAzaporh
taht merit of the government. peouritien ig that thére is no
fluctontion in $he maﬁka% valun of muah e@@uriziwﬂe Ia Vigw of
- dts naan!luﬁtaating natur&, ‘the ﬁavﬁ. eesuritiea awe amtﬂ}
recdily donvertible ﬁacaritioa. ﬁarketabilitg of such ooy~
rities becomes onsier alpo. ﬁua Yo precence of large nusher of
inaii%uti@n&& inventors in governmeni cesurities. . .
.xaeying.iﬁ*view,thm,rgquwwemants,aﬁ'imati%&ﬁia@&l
1nv§séarg;'ﬁha:aanﬁr&1 8o welljag*a%ﬁ&a governmenbs iasua
'variéﬁa ¥inds of pocuriticn in o variety of qamﬁinéﬁians.swhc'
pumbor af-w&emritiae in ﬁhé‘inwe&%mant partfalio.siﬁ%hé X0 ie
inaﬁeasing year after year. For inpisnce, the numﬁar af typas
of seearﬁtiaa of the publim seet@w ( nuluﬁxng pure&y governmend
seaur&tiaa) in th& perﬁ“a&iﬁ of amﬁ was 20 as.on 313%.@nr&h.?976"
whieh ra&c to 34 am on 313t.ﬁayah.1§85 . Eemidea a&feﬁy of cmpio

t&lg inveﬂﬁwent im gnvafnmen% secuwitioa ala@ snhanses the volung

1, WIots Anaual Rap@rtm anﬁ Aaam&m%m fcr %ha vaar onded
a‘iat.u&&‘e}z. ??5' Pe T '

2. LIG'm Annusl Reoports and Aeaﬁmn 43 £ar the year ended
318'&4»:5&.‘?@313 1%‘35; DD ?7"‘79@ S
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_or life insurance businoss pinase wost of the nmaunt investod
in government neaur&tiau in spent on publia welfare Qrogrmnmaa
which in turn inoreases the income of the people aﬁd.their
saving capmoity.

- Inapite of the above menitioned merits of govérnuent
securities, the main defeots of those seocurities is that they
‘gield lower return on inveatment. In view of this eorious
ﬁaﬁwaia. the iife inpurerm abrond invest their sajor 1ﬁvae~
tible funde in secarlition other ithan governsent. However, the

LIt's wejor funds are idnvesied in dovernnent securiiles.

&+ Dorpnrate ﬁﬁag.utieg;w

The Cornoraite neauritiom sgoudy an 1mport&nt pa@itian
| _in the investment pcrﬁfol&us of Llife ineurance mampnnios. HO e
Larey,‘%ho propartian of corporate s@puritiea to total invert-
aente of the life inpurencs companise differs from country to
couniry. whﬂ’proﬁorﬁianiaf*enrpmg&ﬁe ﬂﬁéﬂritise ip much highar
in $he in&umtriallyfa&vaﬁde&’aaunﬁﬁi&s than wwhat we find o in
the esse of LIC. ?hﬁ poreontoge of LIC's iuvcetmsntb in ‘
corpornie soourities has sharply deciined mince navionell pae.
tion of 1ife insurvanos business. For inatonce, investment

in corporate ssourities formed about 16.G:parcent of the

totel inveatpents éf #hdgﬂatporaﬁian in the yesy 1952-631
which eamaféawn t&hﬂﬁ.aa y#r?ent in 19?5476 and zurthei'éoo-
lined %o 10.5 psrcent in %ha.yé&y §985-863. @hesa‘cargéra%o

1. .ﬁIc's Avnunk ﬁﬁymrta for the yenr ended 3Itpt.inrch,1963.

2, LIC'm Annuel Reports ond Lecounts for the year ended
' Z1etelinrchis 1976, - :

3, LX0%sn Annund) Rayarta for the yeny onded Stmilarch,1986,p.20.



| | g .18(3

| ﬁeamfixiﬁa a@mpviae of debensurea, praferenoces snarﬁs anﬁ @quity
:ahare& of the public 1iwltad companion. 5ﬁitabi&i*y af aueh GOX
‘pa?ata segurities ia briefly discumsed am under: - :

(a} gaben%urag
. ﬂahanture@ af nuhlia lﬁmiﬁﬁa cumpaniea ﬁngay eewt&im

advan*agee avar yrmfaranae and uquity ahares am tbepa nffor
cenwiderah;a pafoty of Ee%ular inaaae as ﬁ@ll 5% ﬁ&fety af
vcapital. La;ovar. there segurities are nat frea fyam érawhaakm.
‘Eirﬁtg thay ﬂ@ not guarantee wn&taaavgw aaraguaﬁﬁ at vhe time
"at inﬂ;atian siuaa the value af maney dacra&ﬁ&a ﬂﬁ?iﬂﬁ tha
‘infiation But tha gontractual obligaiion ruaaina the nROe,
7ﬂecaﬁﬁ;y. most of the densntures of the publio 1inited GoupSe

‘ ias ‘hove sptienal inter of vedurpﬁian whiah raﬁuﬂe %heir attno-
' tivenesﬁ %o &ongt&rm inventoFB. Eaatiy. ﬁhﬁy are not fra&uantly
transnoted in the &%aek axahanm&n exeept mt the tisa of their

1. ?ha dehﬁnturoa uacounte& for enly %ol pereont nf BIC*m

isruen
poxtfolio ia ﬁhe year 19@5~ﬂ& ‘. ?hs pareantago WRE even 1awar

e %h@ eamiiar va&mso

(b) Praference shazes | B | |
o ?ka prefarons sharen do nio% caoupy wny ﬁiﬁﬁif&@aﬂﬁ

rnl@ AB uh@ in?aﬂtmant yartfo&ie of the | Iﬁ a8 theaa guffar
B fram a nnmbar ot digaavankﬁgaa. They &re aften Qﬁlaﬁﬂ o

‘°ﬂrianﬂxass arghaaa of aﬁaa& exehanﬁa'.

B TS '@1ﬂ?tﬁh & Opborn: Insurance Company Inveptment,

ﬁl&(‘}n ﬁﬂﬁ Tm?ffiﬁ ﬂ@o ﬁtﬂna pu 1?39 _— _
2. Iﬂ'a Annual nﬁgarts and A@aaunta Lor ihe yoar
andaa 3istouﬁr@ha19ﬂm (eamnuteﬁ}.
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Prefaeronae shares are generaily undated and otﬁqu~ear§y no ﬁafu
of rasiespiion whioh oty be utilimed ﬁﬂ the éiunﬁV&ﬁtaga,uf the
invesiorns, thm‘un@ar%ain%y conbdined with m&rxomna&ﬁéﬁg the
merket, Lends to conmiderable fiustuntions in capital vaiue. hd
thoe same %tlme, sesurdiy of rogular incomn im not mo ?air ap in
thégcaaa offgavarnmaat.aeuuﬁiﬁiea and &abanturaﬁ of the corpoe-

1. In Xigh% of the above mnntianc& facitors, the 5IC

rate seelory
does not profer to invesd 1ts Tunds in this type of sorporate
securitiea, The regent trend in the investnoent pdliéy of the
LIG indientes that the CDorpowntion has mlmnoct atoppved = fresh
invepiront in the prefaerence shares of publlie linited conpo
niez, For ingptonce, itotal invesiment in prafersnce rhares was
Egs 40.T0 eroree &s on 3§st.ﬁargﬁ;ﬁ§75.whi@h onmo Qéwn L
B, 27.56 orores &5 on 31ét.ﬁaréh,1§862‘ Its @@raanﬁage to

toial invesinenis in very negligilds.

(a) Fauity fharos

¥o Yol thotanding, the equlby vhares of public linited
companien ara the main copmotity of buving and pelling in eny
ntosk oxonsage throughout the world, theese shares are not free
frem pone inherent drawbocke. The moet importent demerit of
here sheves is that there is viclent fiuscikuationn in fthelr
veluse. But there 1s no nnfavaurébla elfeat of inflaﬁi@ﬁ 2D
such phares, as a watisr of fact they galn a% the annt of
contraciual income eecourities. In the dnvesiment paéﬁznli@ of
the LI¢, equity shores uaaﬁﬁy pedond plaos among corpaorate

saourities, noxt to dehentures. It has ahown Bn inereaping

1s Cloyton & Osborm. op.¢it. p.120,
2. LIG'm 29%bh. Roporl and Adcouwnds for the yanr onded
int Harch, 1986, p. 8.
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€fan& in recent years. The perveconiags of such ah&ras'ie total
invoptaents of the LIG as on 315t.£arah,1996 wan abaut 2.0{per-
eant) and about 35 yercant of ﬁh& = total inveatmenta. 17 COTw
porate cecurition. The Li¢* s inverinent in oquity scharer is
Both in the inderent of polloyholdera as ekl ag nadional 600~
nopic develonment. Howevar; Anverinent in eguitien ﬁhauﬁﬁ b

nede in diverslified compmnies of repule,

(3) Investument in Mortease Leannos

Iife inruronce cpmyﬁniaa, throushout the world, k®ep
4faiz-amann$’a£ hair funds invaested into mordsnme loanm, Ynveats
- menta in nsrignges guareniee the safepusrd of capital em well
e Fair veturn on invermiweni. Diversification of inverément
bacomes papier. In adddition, luveptnont in high olnag meaurie
tiss ave alwaye ready for 1% maketnbilityl, They are bishiy
euitahla %o the invegiment por%fblie o2 the LI0 provided %hat
ﬁhs @r@yerﬁi@ﬁ go corigeassd sre kopdt under aonmtant supereinion
and éontiﬂuea sprrajlenl. Mordmages are spaﬁimliasd fﬁim of
invar tuent which demsnd betier shill and e'w“rienae nf invert.
ing ins¥itublons. Tinage manaponont of sorignge invesinenin are
mnors sErenpgiveo than The siher invesmtoont, & pard af‘iﬁ#erest
earnsd ¥ on puch investnent rhould be itreosted ap the nmanagexent

expengee of the investpent departuent.

(4) Losng o Poiley Holdore
The LYG prante varionns !aaixitiea of lobne tn itn

policy-holdors on the security 2f unsncumbersd nolicies. Thease
losn facilitisz fall under Ys heads vig., gensral purpase sand

apacifionlly for xauainp.

56
1. rharea, R s lmauranme Prineiglas and Jracﬁ%as. Vbra & D0y
%m‘m"’ 1960, p. 760
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Gﬁnaral Purbona: At preseiit loans are: granted mn unenﬂumha»
rod polieiea upio 90 porcent of furvenior value nnﬁer poiiciaa
whioh are in foree for Tull sun amaurea nmﬁ upto &5 pmrrant af
surrender value on poilciaps which are paié-up for raduceﬂ BuR
appursds The oinigun emount for which a loen can now be grm&te&
under any policy is Iim. 150. The rate of interost cherged at
prqaent i® 10.9 ¢ per snnum and 1% ip paysble halz-yaérly.
Bﬁéﬁa'ara not granted fmﬁj&léhnr%ar period thon six months.

Housing loans Any person hﬂ&&img;an moncuzbevred po;iqy or
taking oub 2 now polioy on his 2ife and who eaticfics the

LY¢ about his repaying cspacity, ie elipibie o get the loan
aubjeet to cortnin terms and conditions. Losn is advanced on
the First Lesal Mowtgoge by deposit of titls deodm of the
properiy to be construoted or purchesed with the 1ife insurance
poiicy apmisned ae coliatoral éeaurity to the extont of the
loan amount. Loan is gran%é& %o the exteat of m mimiuun

Rss 10,000 and & maxinum of Rm. 2,50,000. For thome in the
o sevViae, the period sflioaa-@ay be extended upte superennute
tian'age but not beyond 65 years of age. For othor appliconts
period shall not ba aztenﬁaﬁ-bgyon&; the age of 63 yearas HOWe
evew.-tha ropaynent torms shell not exceed 30 yenrs iniany

CRES.

(3) investment in Resi Rutntes

Investuent in veal embate, which includes iend and
budidings, requiren oxpert knowiaedpge and shilled superviéion
and apinigtration. This type of invgutman% invoivesn huge cost
of adminigtration and ip anﬁj@ct‘ﬁ@ high deprociation and severe
ineiaonaé of Tinctuntions 1ﬁ valuas. Puch invenimonis are the -
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lenst liquid and money inveated im blocked up due éd.qaﬁplata
denrth of organioced markst for such invaatmentasvﬁéﬂaé. inveet-
nent in real entntem does not find wmush favour with the life
nin insurance coﬁynnioan In spite of %he ndove consiraints of
investzent in the real esti wmte, i% provides, n goad hedpe
apained inflatiﬂnﬂ. Ina&aaming srbanieation and gxawth ag_
popuintion have punhed up the valuesn of gites in waﬁoi éiéien
of India o 8 areat extent .o and thie requiren s change in the
traditional outliook in the Ainveotmant policy of the LIC: Invee
atnent in real estates ham become more profitable, hutlﬁhe LIC,
. dike other life imaur&naé‘~mampnnies, invesets in real sotates
for houeing i%a hend office, branchee, subebranches and Yo
sone extent repidential acconodstion for iis employees.

It in evident from the above anvliysis that safoiy,
, yield and marketability which sre sccepted primxpieg; of
invagtment‘eféthp‘liie,ia@pranqe ﬁunaé,aya,nat fully and
ginul taneouely eatisgigﬁibw any one form of investnent. Fach
1ﬁymstman¢,presqh%g aAggmuiigr'typa of wigk.‘?a engure ﬁg&ine%
_ the_riakeinharenttin 1nyea%gent,.t§aA3;§ hae no ntbér Bitor.
native exdapt to éivpraify ité‘invagtmgnt‘in:zixsa‘earﬁing
waauﬁitiaa‘éna agw;#y_aharys'sm,%hﬁﬁ fhavmnbiiitg.aghcne may
’befcompangatsd ag&iﬁattﬁho nx afaﬁi;itg of thé nthér; During
the péﬁiod of infiation, the market velue of fixed income
investmonte %pud t§'de§lz@Q aadvthat  of agnityvébgreaylﬁo

appreointe.

1. Cleyton & Obmt op.oit. pp. 118-19.
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n"mm'mm? Lf)l‘i‘?ﬁ&b OF INVRaMIET OF LI IE?WM?(*H 'ﬁﬂ@

G-naais : s _
' ' Phe 1ife insurance companies mot ap. trustaea of genoral
sating eammunity, degirous of iifa dover. Henoe, aqfeguarding5
’ the \’ihﬁni’mét of the numercus policy-holders is the é.@in.,ad#to:
;‘ofjiﬁﬁééing logal zaﬂtﬁiatiéns'on-ﬁhe.1nv@mtmeht.ﬂgiiiﬁe5igggg
range funda. If auch mtatutory provisions mro;nnt‘iﬁbﬁéﬁa on .
the life inmurance cowpanien, therw im nlwnys a pnéaibili%y af
tha<fﬁnds being wisused by wisaruplous conpanien oy used in
spaeﬁl&tivc'avanuea;'%hs past exrperisnces %nragghq@t;ﬁhe world
confirm thiﬁzmﬂspiaiamefTﬁéraf&ré; *the financicl manngenent
and éonﬁiﬁi@n’af &-11£e-iu§uranao maaynny:ure'a~cqnaagn_9f the
lnw.‘@hiah'ﬁﬁi'bnly ge%s ripgid ptendamd for coopsny’'s ihvestg
ments and dinbursenente but which elso makes i%e transaotions
subject to constant review by Giste regulstory authorities'.
7 ton 4the basis of the past erxperiences mnd futurs meocuw
rityfaf'%ho veob nunker - of policyholders, the governments of
difféx¢n€ countries have impnged ﬂartainAiegal_rnetrietiana an
the inventaent of 1ifse 1n@uranea-tnaﬁs..Kﬁwavar, guc& etatutory
control over invemitnent s 1ife fundm differs from country to
" country in degrees und dimensions. The aegvan,éf;cagz?ol in
reiatively free economies is guite lower then ﬁhe acuntrig§ .
follioving the principles nflmixe& aw men$-regm;atoatacqhamyp
The éiﬂilanaw"an& oaﬁﬁrol over thu investunent pntiemm of life
ineurmnaa qnmpanieﬂ have oreated a- fraah aonziﬁenaa in tha minis

end henrta 0% millinns of amall nnvars threughnut tha wwrlﬂ.

1;, ﬂehor, Reley Onior, R.%.. Hodeorn IdiTe Inmarnnaa
Uscmilian Company, ﬁ sHefles Do 555,
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fafety of the poligy-holdewrs' Lundm is na% almavg the
only oritorion for statutoxy control over the iife funﬁﬂ of
the 1ife 1n3ur$ra. $@matin9a. the governmoent aonﬁrql is to
direct the investsent of funds into more depirsble channels
than %o leavae 1¢ nlone %o ihé man&gea@nt of 1ife insurnnce
- companien. ffuch huge fundp are meinly channelised iﬁﬁa FOVOY T~
ment snd ‘semi-governmont pecurities for Vhe overall develope
ment of the mociely am & wholo. Thim in turn reises the emp-
iloyment opportuni%iam. pfa&uution, natianal incone and thereby
the stanaaxﬁ of livxng of ths psapla. iIn such aagea. tha
inﬁaraa% Lk poliewbkeldara remain macsn&ﬁrya nf cOUrae thnir
savingz remain safe as wmost of such governuent oy wemi-gavern-
m@nt aeaariﬁies ars gilt-niged poguriticn. The aali@nt fontures
of mtmiutory conirsl @Vﬂr‘whe inveminont poliay of the LIC can
-briefly ba diaauamaﬁ 0 failowaxu

| Inaertion of  £ags 2? of. Inﬂuran e’Aet« 1978 in the nxd ﬁgt,195§

The inv@mtm@nt pmiiey of iha ﬁI@ T t@ h& guidad by &
specisl Invemtment ?ﬁmﬁi%ﬁﬁg cnnatita%eﬂ und ax aaetiaa 18(2)
of the Life Insurance ﬁarpor&ﬁian &@t,ﬂgﬁﬁ a% the tima of
netionaliration which provided that “%helserpnratian would

be following the principlesn laid ﬁnﬁn'in 193@ Act in rempeot
of ita invesiments 11l the mat%er wan further axnmineﬁ”'
qnw&vap, the prbviﬁdong contained &n aoation 29 af Insurance
Aot,19%8 with resaml o invesinend policy wanm not given 4n
immediate offect. | | |

1. Zstimate Comnittes Report (1960-61), 134th., p. 9.
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The year 1957 ean be regurded am g landmark in the
history of l;fé'insuranog business in India. This wag the year.
in vhich the gevstnment introduced a Bill in the‘Imdién_?an&ia-
ment to f@rmu;ata & viadle invesinent policy of the Life Inoue
ranece Corporation of Indias and at the sane time this wae the
“yeay of the infanous "MUNDHRA SCANDAL" poeing s big question
mark on the invesiunent policy of the LXC. The intonsion of the
Bill introduced in Periiament wae to provide for "a Board cone
eié%ing of the Governor af the Regerve Hank of inﬂia aa 1te
Chaizman, the Ghaivnen of the Ceniral Reard of nmte Bank of
India and the Chairmsn of the LIC as itp membevE. The P2l
,ontemplaLQd to ttake asway ithe zunetiun @f investﬁ@nt fronw the
: Garp@ra%ian and to enitruast that function to a qaparaﬁe ba&y _

‘on which the Gnrpoxation wnuld have bean reprasenteﬁ by it=s
: cnnirman”1 |

Rowevex, %the 'Hunfhra fioandal ? ehun%aﬁ thiﬁ'mqve of
the government in cold . s‘%oraga "cb he f’xaeéed *F‘ors*éer. Zhis
scandal generated &n sorinoitious debate in the Inﬁian ?az&ia—
-mant. The hervo of thin dah&te WAP no less o persen than the
veteran Parlismentarian, Peroze Gandhiusemwinlau'af thc then
Prine minmatar. On demand. of the mambors of Parliam@ne
Gumiszion of Enquiny was pot up under the Ghairmanahip of
CHr. Justice M.0. Chagla of ﬂaabay High Gourt to look 1nto
the affaire of MWnﬁhra hwiande. This issue 0id nob remain |
- confined to the vmlls of vhe Parliement but it al-c aetraoted
the ecommente of Leading ecﬁnomis%s. politicians anﬂ ae&ﬁemi—
cimng thfaughauﬁ ﬁna length and braad of ﬁhe_aountny. Thip

1. Ibid, p. 40,
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in turn, gave a Wiow o the governoent's pove to conntitute &
new "Investmont Dosrd” for LIC and instond, ithe desodes old
provisions of ssction Z7A of the Iuauwange Aaﬁ.jgﬁa was 1#-
gorted into LIC Aat,1956\tm gni&a ite inveninent policy on
August 25. 1958 with cerinin modifiontions. ‘
| The investwonta of the LIC after inmertion gseat |
274 wae broadly divided inte three aategarieu,. Categary one
coéaiating of 'Govermment and approved socurdiies rapresonte
ing aainly giitedged aaéuviﬁi@s. cntegory tue @o&priming of
invéa%msnﬁa ayprovﬁd'unaevlﬂaétion 37A'Ignﬁvthira'e§£égary_
repromenting atherAigvﬁﬂ%manﬁq‘. ﬁmaarﬂiﬁa-td section 274 n%
least 3G persent of the $otel funds should be invested in
government and gilt-eimed neourisies snd not lens than 75
por cent in approved invesineonts whilg no% more than 15 per
cont ghould he held in the other form of invenimente.
| With the rroasing noed nt_fﬁnﬁm Loy the devslopment
of baric infrasgtrusture of the economy, the povernment was
iefd with no elternstive but to tumn ﬁow&mﬁa +he ginnt .
Pinenoial instituiions like the N.TX.0.

Ameaaea Pattern of Inveatnent

The presont piatutory fromewsry govering invepimeni
pattorn of the LIC ism bLamed on the reanmmendation af the
He Jagonnzthan esmmiﬁtee.gﬂfgsativa Lrom April,197%, ths

detailn of the invesiment pattern runs as fﬂliamm'$

P TRONG DebaLep: Oocond Heriss, Vols Xk, Auguﬁt 35,
* 1958, Colusns 2674 to 2678 |

2e ,I_blﬁs noiunm 2675 .
%e IIC's Annuml Reporks and Advounia, 197475, p&raj34g PaTe
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*Pargentage of aceretion x to
S S | . the controllied Tuwnd o Ye
G o‘ g &i » 'y ' ivwaa‘hnﬁ in the astesory men=
. | S tioned in the fivet column

...-nummmwummumuuu»mmum.mnmmmnm«m«nu

Ty T T T T T T T

--ao«wnﬂhmmbﬁ“hﬂhuﬁmwmmm“-’mmhﬁb&wwm“wh
f . , e

ﬁ,~31n Government of India Yot less %hua
" morketeble securities 258
2, 1Ia dovernment of Indim end
gtate ﬂuvexnmant aeaurmt*aa
. 8 inelu&xng gpvernmont~g
.guﬁranicoa marketahla |
"mauuritium inaxadinﬂ " ﬂat xaam thanli :
‘(i) abam ems:i | | o m@i |
3.l in saai&l&yuom&inﬁaa o
“l:eectnr = inﬂlmding Puabee
“idc pastor; Comoparative
paator,; Houme Bulliding |
by Poilarholdarm, OYH

schiennns Analuﬁinﬂfiii - Fot Lens Yhan T8
abogé, '
:“‘”..m,mmmumnummwmmmmmmwmmmtmmmo&mhﬂwe--q £ =™

 The ha;nnmn 28 ﬁerﬁemt ol the am@rmtion to WOﬂ*fﬁliﬁd
_funé, eomrding to pavernmamt shonld be inveated ap Followele
{a) About & peroent of the controlled funde to be invasted
in the ioans $o palgmw~hg;&grs-ﬂﬁ&ingza_paliaiaajwiﬁhin_%hair
.‘ﬂurfander valmeﬁ. I , - _
(B)  About 2 ;um*mm't of ma sontrolled Tund to be invested

in immawahla yrngsx%iﬂﬂ of thn Qawmarn@ian, anﬁ
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{a) - About 10 p@meen% af %he seovedion %o tha gantraﬁiﬁa_
fimd oay be inveated in privete ‘peotor industries.

| ﬂ The reaaAning 5 parasn% @f nhe aontrolie& muna, may
aa% ba availﬂbla Tor inventment in any ferﬂ nné ta rensing |
ap vesarve fund in the pipiine %o meet any exigency ariging
out in_gutgxe. It ony ba mentioned hers'in this connection
Yhat ol the ?&ga of introduolng ﬂnétion 2TL o Hife Iunmurance
Corporation Aa%,1956, it was fol¥ thed the funde lsft over
afier inv&gtman% in govakument and othar spprovad wau?it&am
had %o e invesmted in 5rhaauxed invuatmwn@m. %hile dinvesting
the uTG’ﬂ guﬂda in either anaialxyuoriﬁntaﬁ aector or in the
pyivate,sgater or in th@ Landed p:eﬁartiaﬁ, e gtinwintion
abaﬁ% séhéﬁu;eﬁ invesinents wrhould be satinfied subjeoct to
relexetion petmiﬁﬁgd &8 per uain tenets of the investnent

polisgy of The LIC me undeir

{(a)} . Bhe keynots of the Corporation'a invesinent palioy
phould  ba $had the funda ghould be inveated in such s manner
55 %o eafesuard and promote the moximum exient posrible the
in%erept of the pollcyholders. The lsrger interest of ithe
esuntry, ohould not, howover, he iﬂﬂﬂ%@ﬁ.

{B) Inveptaont shonld be digporamcd sver differeni claones
of necﬁkiﬁiea, 1ndu3tr£da and resionm, Phae ﬂmrﬁara%ion*s
poiday hes been not to Boguire more $han 30 percent of the
'oﬁ%mtaﬁﬁiﬁg squity shares of the compsny. :

(8) | The dorpormiion should sot pureiy as on inveptor and
uot ageume the role of anx onersior or an@euiatar end try to

take névant&ge of teaporary flmatua%xona in the warket prices.
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{4} ' The Corpsration would underwrite saocurity iwﬁuaﬁ-aﬁﬁer
narafnl inveotipgation of project from finpnoial, aa@n@mim.
technical, wanagerial and socini ensies. Another mo%abla
tonture of underwrdting polioy of %the LIC im the ﬁar?arati@n'a
p&rﬁicip&ﬁimn in @ndaﬁwriﬁiﬁg in in the ﬁ@rm of *£ira' unders
wﬁiﬁingAin the sense $hat it underwrites ispuea of awvital B
iﬁvaw%ahAv by way of firp comuitnent. Throusgh nn&aswxl Sing &t
purchaseps iargs b Wlock of pound securities for ite invente
nent portinlios. The apy:naﬁh of LIC in this regaxd is'%hat
of an investor and nob that nf'@&%&iytig'égaaﬁ %0 penernte
bnbaic pubseriptions, o o l’ | |
Farthar, it ie %h@ paliey m£ the aarnara%i@n o léy
rolotively wore emghaﬁim o ﬁaninw reaurx%is& bu@mure fized
r@*mrn anté prefersntisl ﬂ&ﬁima 2573 inﬁoma aua ﬁage%a 2it into
%he cONNOn af ﬁgmmé izv&aﬁmantm fer an inﬁuranﬁe grﬁﬁniﬂaticn

dikm LIC.

{a} Tha Soxporation should rovisw ite iﬂwagtmant POt
Tolio from time o tine nnd nake changes in ito sowposmition
as gy be warranied wndexr the oclrvoujsitancom, _ | 1
{£) The ﬂarya?a%ianvw@uiﬁ net% saguire conirsl or nartioie
p%ﬁk;w in m&na%aa@nt af any concers in whioh 1% has intevest
ap an investor uniess sxzaeptional air@umﬁ%anmeg warrant muach
participantion. '

| Ag regarda aas&éé@ﬁéa voiicy of LI, the Corpovrntion
apsista pebllic smechor undlortakinge and pubiio ilimited ocompee

nios and absiain Swow spainting private iigited aompanienm,
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%he Corperation aseists indueirial snterprices ﬂi&aatky
by underwrliing of anpital irmsues, sibsoripiions %o
ghares. and bonds snd long tar@‘laang,to‘ﬁntenﬁyigaa..
Eém~§eéyith@.§arp§@atian finmnm&ﬂ‘@he.privata inﬁ&&%a.;“
rise indirveobiy through subooripiions to the ﬂharaa_'
and boads of the specinl indastrial finnnoiel inmie
%ﬁﬁiu“ﬂ puoh as IDHI, ¥IPCY, (Pda and »o on., In patee
accovles  Priovity to Jewmevakwen o\
thoning loang, the Corporadion iranemiesion of
aige%rimiﬁy,fhmuaing.ﬁoh@maﬁ,_@&%@f,ﬂﬁpyxy and drainsge
ﬁyﬁ%&m,lrmaﬁ,trﬁng§g¥% develomnant rnd financing of

industrial daveloppont,



