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CHAPTER 1V

ANALYSIS OF 1INVESTMENTS OF LIC

4.1 INTRODUCTION

Life Insurance Corporation has made investments in
various types of securities. LIC purchases Central Governkent
Securities, State Government Securities and any other apprcved

securities like Municipal Securities. Each of these investments is

discussed below.

[1] Investment in Central Government Securities

Analysis of investments begins from Government Securities,
not onlywbecause these' constitute about Rs. 4,003.13 crores in L1986
érrﬁing 58.22 percent of the total investments, but also it is the
primary standard in terms of which the investment qualities of

alternative investments can be judged.

Since the funds occuring to Life Insurance Corporatiom in
the form of premium - income represents the life time savings of
millions of policy holders, it is of utmost importance that large
proportion of such funds should be invested in assets which are

safe and can be sold with little or no loss of capital.



Characteristics of Securities :- 'I'he securities issued bLy
the Government of India, have distinct features as regards the

maturity pattern, interest rates, market ability and taX features.

In addition to the final contractual maturity provisions on
all Government Securities provide for retirement prior to f£final

maturity at the options of the treasury.

The interest rates on Government Securities are determined
by the prevailing yields at the time of offering. The new
offerings are usually made at par, except those few issued, which

are offered on a discount basis.

The marketability features on outstanding issues differ
widely, money issued is fully marketable, i.e. they may be
purchased by all types of investors, but contains restriction on
their transferability. In this regard it is also noted that the
income on all Indi:;m Government Securities offered is subject=d

both to the normal feder'al income-tax and sur-tax.

[2] State Government Securities

The second important component of the Government
Securities held by LIC is the securities issued by the State
Governments. Just as the Central Government issues various

securities and loans for the purposes of raising funds from the



public, State Governments too are authorised to raise funds throagh
public borrowings and issue of securities. These securities have

been a significant form of investment during the years.

The Government Securities are in many forms. These are
(a) Stock certificate or inscribed stock, (b) Promisory notes and
(c) Bearer bonds which are now discounteda. States have become
largely long term borrowers and they offer securities of varving
maturity and yield. 1In certain cases the yield of State Governnent
Securities is much higher than the Central Government Securities.

The State Government Securities also have some basic characteristic

features like :

[1] Issuing authority

[2] Governmerit Securities and stock market

[3] Government Securities and Commercial Banks

[4] Issue price

[5] Rate of interest

[6] Tax exemption

{71 Financial ins?:i.tutinn

In this chapter an attempt is made to study the varipus
types of investments of Government Securities, i.e. classificatiom of
various types of investments of LIC like composition of securitieg of
Central Government, comparision of GovernmentvSecurit:ies with tz#])tal
assets, zone wise distribution, distribution of Central Goverr:mjent

and State Government, State wise distribution of securities, a{:c.,

which are shown in following tables. i



TABLE 1

COMPOSITION OF TOTAL ASSETS IN CENTRAL & STATE GOVT. SECURITIES

L= vwes
- NO. YEAR  GOVT. SECURITIES % TO TOTAL
1 1981-82 3,605.64 48.60
2 1982-83 4,130.47 49.96
3 1983-84 4,694.17 - 97.12
4 1984-85 5,301.47 - 57.55
5 1985-86 6,012.81 52.25
6 1986-87 6,843.24 - 52.27
7 1987-88 7,863.80 51.92
8 1988-89 9,200.72 51.45

SOURCE : Accounts & Reports of LIC.

Table 1 above shows tntal investment in Go‘verr:ment
Securities and its percentage to total investment. In 1982, the
total assets of LIC were Rs. 8,067.93 crores, out of which the
investment in Government Securities was Rs. 3,605.64 croreé
constituting 48.60 percent of the total assets. " In 1986, the amount
invested in Government Securities was '6,012.81 crores, constitating
about 52 percent of the total assets. The perceéntage increased to
52.27 in 1986 ~ 87 which dipped slightly to 51.5 percent in 1988-89.
So, it is clear that LIC has invested in Government Securities cn an

average of 50 percent of the total assets during the period of study.



4.2 COUNTRYWISE DISTRIBUTION OF GOVERNMENT SECURITIES

LIC also invests its. funds in GOvernment Securities of
other countries. Its countrywise distribution of Goverment
Securities is depicted in Table 2.

'

- The Life Insurance Corporation of India has invested in
Government Securities of the above countries. The policy of
investing of funds in other countries is kgoverned by the Central
Government. While making a decision the Central Government takes
various points into consideration. It is clear that lot of fundé are
invested in United Kingdom i.e. Rs. 2,540.64 lakhs in 1982 and it
rose to Rs. 3,903.59 lakhs. The amount of investment in U.K.
reached to Rs. 7,005.60 lakhs in 1988 -89 and in this year
Mauritius ranked the second, followed by Fiji and Burma ranked
fourth. So, it is clear that LIC's investment in the Government
Securities is spread over the majr important countries in the

world.

4.3 CLASSIFICATION OF SECURITIES

After studying the classificat:ion of the Government
Securities in various countries, the classification of various types
of securities in general is discussed below. Generally, there are
three types of securities in which LIC invests its funds. These are
(1) Securities of Central Government, (2) Securities of State

Governments and (3) Any other approved securities.
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TABLE 3

COMPOSITION OF VARIOUS TYPES OF SECURITIES

(Rs. in crores)

NO. YEAR CENTRAL STATE APPROVED
1 1981 - 82 2,010.95 455.66 1,139.00
2 1982 - 83 2,450.04 - 436.04 1,244.37
3 1983 - 84 2,966.77 - 371.31 1,356.08
4 1984 - 85 3,446.58 313.75 1,541.71
5 1985 - 86 4,003.12 363.51 1,646.17
6 1986 - 87 4,675.69 . 416.29 1,751.26
7 1987 - 88 5,790.69 346.92 1,726.19
8 1988 - 89 6,827.19 544.01 1,829.51
SOURCE : Accounts and Reports of LIC 1981-82 to 1988-89

The data in th above Table reveals the following

(1) Central Government Securities :- Amongst all the

securities Central Govt. securities received the highest place
throughout the period wunder the study. It increased from

Rs. 2,010.95 crores in 1981 - 82, to Rs. 6,827.19 crores in 1988 - 89

i

i.e. three times the investment of 1982.

A
|

!
(2) State Government Securities :- It is one of &he

important types of securities in which LIC has invested its funds.
|
In 1982, the investment in the State Government Securities amouated



o Rs. 455.66 crores, which reached to Rs. 363.51 crores at the end
of 1986. No doubt, there was a decline in this investment in 1986,
‘but it started increasing gradually, except in 1987 - 88, and

reached Rs. 544.01 crores at the end of 1988 - 89.

(3) Approved Securities :- These securities stand

second in the three types of securities, in all the years under the
study. In 1982, the ,amount invested was Rs. 1139 crores which
steadily increased, except in the year 1987 - 88, to Rs. 1,829.51

crores at the end of 1988 - 89.

4.4 SECTORWISE DISTRIBUTION OF INVESTMENTS OF

GOVERNMENT SECURITIES

After considering the nature of securities, in which LIC
has invested its funds, the sectorwise distribution of investment of
Govt. Securities is studied in this sub-section. Table 4 below,
shows the details of investment in Govt. Securities in three sectors

of economy.

The Table reveals the following points,

(a) LIC has invested in Government Securities of public
sector only. |

(b) The amount invested in the public sector in 1981-82
was Rs. 4,55.60 crores which declined steadily to

Rs. 363.51 crores in 1985 -86.



TABLE 4

SECTORWISE DISTRIBUTION OF INVESTMENT OF GOVT. SECURITIES

(Rs. in crores)

NO. YEAR PUBLIC SECTOR CO-OP. SECTOR PVT. SECTOR
1 1981 - 82 455.66 - -

2 1982 - 83 436.04 - -

3 1983 - 84 371.31 - -

4 1984 - 85 "313.75 - -

.5 1985 - 86 363.51 . - -
SOURCE : Reports and Accounts of LIC, 1981-82 to 1985-86.

(c) The policy of investment in public sector Govt.

Securities is not however, fixed but it is flexible as

observed from the data.

4.5 INVESTMENT 1IN STATE GOVERNMENT SECURITIES

This is the second most important componcent of the Gov:.

Securities held by LIC.

Just as the Central Govt. issues variouws

securities and loans for the purpose of raising funds from the

public, the State Governments too are authorised to raise funds

through public borrowings and issue of securities. Accordingly LIC

invests in these respect.

The details of which are shown in Table 5.



TABLE 5

COMPOSITION OF INVESTMENTS IN SECURITIES OF STATE GOVERNMENT

(Rs. in crores)

NO. YEAR AMOUNT DIFFERENCE
1 1981 - 82 455.68 -

2 1982 - 83 436.04 -19.64

3 1983 - 84 371.31 -64.73

4 1984 - 85 313.75 ~-57.56

5 1985 - 86 363.51 +49.76

6 1986 - 87 416.29 +53.38

7 1987 - 88 346.92 -69.37

8 1988 - 89 544.01 +97.01

SOURCE : Accounts and Reports of LIC, 1981-82 to 1988-83.

Table 5 above shows a handsome amount of Life funds
which have been invested by LIC in State Govt. Securities. The
data in this Table points out that there is no definate trend -n the
last eight years period. The securities increased from Rs. %55.68
crores in 1981-82 to Rs. 544.01 crores at the end of 1988-89. There
was continuous decline from 1981-82 to 1984-85. 1In 1983-84 and
1987-88 again there was considerable decline of Rs. 64.73 crores

and Rs. 69.37 crores respectively.



4.6 ZONEWISE DISTRIBUTION OF STOCK EXCHANGE SECURITIES

IN STATE GOVERNMENT

The investment trend of LIC in State Government Securities

in various zones can be studied from the Table No. 6.

The data in the table reveals the following points.

i) For effective work LIC has distributed its entre
work into five majr zones in India, namely central
eastern, northern, southern and western.

ii) From 1981-82 to 1988-89, in almost all zones =he
amount invested in stock exchange securities. and
State Govt. Securitiés declined every year.

- iii) It is also not;iceable that investment in western zone

is the least among all the zones. The inter-zonal

differences may be attributed to non-availibility of

desired securities in respective zones.

4.7 STATEWISE DISTRIBUTION OF STATE GOVERNMENT SECURITIES

One of the major considerations in formulating pubdlic
investment policy is the attainment of a balanced development in all
states. All states in India have not attained the same level of
economic development. Some of them like Maharashtra, Gujarat and
Tamil Nadu are economically more advanced and have betber

organised investment markets than their counterpart states: There

SARN. BALASAH
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are other states like Madhya Pradesh, Uttar Pradesh, Orissa ard
Rajasthan which are comparatively economically backward ard

deserve due consideration for development.

The development of backward states is however, at a
snails pace. The Life Insurance Corporation plays useful ard
important part in Qroviding, finance to these areas for regional
de?reiopm(-eir;. In order to meet the developmental expenses near_y
all the State Goverhments have floated large loans. A part of these
loans has been subscribed by LIC. It has been described elsewhere
as to what provisions LIC's funds is invested in these securities as
a whole. The distributional pattern of these loans to various

states is shown in Table 7.

4.8 INVESTMENT IN CORPORATE SECURITIES

Corporate Securities form an important source of investment
of Life Insurance funds. These occupy second position in the
investment portfolio of LIC. The shares and debentures of business

and industrial units are included in this category.

LIC inherited from its erstwhile insurance company, the
investment in corporate securities. In 1982 the securities amounted
o Rs. 360.36 crores which increased to Rs. 738.58 crores in 1986.
LIC made investments in corporate securities with the help of
purchasing debentures, preference shares and equity shares. The

majr portion was invested in debentures which amounted +to
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Rs. 102,85.75 lakhs in 1982 and in 1986 the debentures purchased to
the extent of Rs. 333,31.75 lakhs Ai.e. in 1986 the total investrrents
in corporate securities was Rs. 738.36 crores, out of which more

than 50 percent investment was in debentures.

After nationalisation of Life Insurance, LIC's investmert in
corporate securities have largely increased due to the growth of the
Life fund rather than due t© any changes in the investment
policies. This is evident from the fact that the ratio of corpcrate
securities to total assets has increased every year. Iﬁ 1982, the

ratio was 9.36 which lowered down to 9.21 in 1986.

(a) Charactersitics of Corporate Securities :- These are

customarily divided into two main groups, debentures and sheres,
the latter being subdivided into preference shares and ordinary
shares. The first and basic division recognises and conforms to
the fundamental legal distinction between the crediters position and
the partners position. The legal rights attatched to different types
of securii:'\es have important effects on the movement of securities
prices. Tfte prices of debentures, where the borrower is grant=d a

\
payment at s?eciﬁed rate of interest have moved with stability.

Ordinary shares on the other hand, where the return is
conditioned by the general profitability of the business have been
noted with erratic fluctuations. The debenture prices are largely

influenced by the fluctuations in the interest rates, while the



equity prices are influenced by the medium of profit. From the
-investment point of view, each type of corporate security presents
‘entirely a different investment problem.

(B) Composition of Investment in Cbrporate Securities :-

" These are important media for the investment of Life funds. Irspite
of the defercl.nce of opinion regarding the advisability of investing
Life funds in corporate securities, in almost every country of the
world Life Insurance Companies invest a substantial portion of their
funds in corporate securities due to their higher yield as compared
to the Govt. Securities. With this background, it is proposed to
study investment of L:Lfe Insurance Fund in corporate securities and
tpe:lr contribution in tile exXpansion of corporate sector in Indiez and

other related aspects of these investments. -

TABLE 8

INVESTMENT IN CORPORATE SECURITIES

NO. YEAR AMOUNT $ TO TOTAL
(ks in crores) ASSETS

1 1981 - 82 360.36 9.36

2 1982 - 83 396.62 8.99

3 1983 - 84 466.75 8.73

4 1984 --85 566 .54 8.53

5 1985 - 86 738.56 9.31

6 1986 - 87 1023.38 10.58

7 1987 - 88 1310.09 11.08

8 1988 - 89 1682.57 11.88

SOURCE : Accounts and Reports of LIC, 1981-82 to 1388-89.



The data in Table 8 shows that investment in corporate
securities increased from Rs. 360.36 crores i.e. 9.5 percent of tne
total assets in 1981-82, to Rs. 1682.57 crores, constituting 11.8
perceht of the total assets in 1988-89. Trend of investment also
reveals the increasing percentaye every year. Thus, there was
substantial increase in the investment in these securities over tme

period of 8 years i.e. from 1981-82 to 1988-89.

After studying Table 8 following points can be noted.

1) The amount invested in corporate  securiti=s
increased every year. It also shows that LIC has
interest in investing its funds in corporate securities

to enable industrial development in India.

2) In order to invest funds in corporate securities,
there is a fixed legal policy of the Govt. as the
rate of return is higher in corporate securities than
the Govt. In the absence of any legal stipulations,
LIC would have invested most of its funds in
corporate securities. Table also shows that LIC has

strictly followed the Govt. policy.

4.9 COMPARISON OF CORPORATE SECURITIES INVESTMENT IN LIFE

FUND (TOTAL & PERCENT WITH ASSETS)

In Table 9, the comparison of corporate securities in
investment with life fund (total of LIC and the percent with assets)

is made.



TABLE 9

LIC'S INVESTMENT IN CORPORATE SECURITIES

NUMBER YEAR INVESTMENT LIFE FUND ASSETS
(R in crores) %
1 1981 - 82 360.36 7,562.61 9.36
2 1982 - 83 396.62 8,631.72 8.99
3 1983 - 84 466.75 9,800.38 8.73
4 1984 - 85 566.54 11,191.09 8.53
5 1985 - 86 738.58 12,665.95 9.31
6 1986 - 87 1,023.38 14,502.20 10.58
7 1987 - 88 1,310.09 16,631.84 11.08
8 1988 - 89 1,682.57 19,568.79 11.88
SOURCE : Accounts and ,Repo'rts of.LIC 1981-82 to 1988-89

The data in the above table shows that the investment in
the corporate securities increased only in absolute terms as
compared to the life fund of LIC. Gimilarly thc investments

have increased along with the increase in life fund.

It is also clear from the Table that investment in
corporate securities as percentage to total assets decreased from 9.3
percent in 1981-82 to 8.5 in 1984-85. Thereafter, the percentzge

started increasing and reached to 11.8 percent at the end of

the year 1988-89.



A close examination! of tr;e data in the above table points
oit that the life fund of LIC increased from Rs. 7562.61 crores in
1981-82 to Rs. 19,568.79 crores in 1988-89 showing Rs. 12,000 crores
increase during 8 years. The corresponding increase in investment
of corporate securities shows the increase from Rs. 360.3 crores in
1981-82 to Rs. 1682.5 crores at the end of 1988-89, showing about
an increase of Rs. 1322 crores during the same period. It follows
that irrespective of the increase in life fund the LIC has made
proportionately more investment in corporate securities in all the

years under study.

4.10 ANALYSIS OF INVESTMENTS IN CORPORATE SECURITIES

A study of LIC's investments in corporate securities is

made with reference to the analysis made on the following grourds.

1) Net changes in investments in corporate securities.
2) Countrywise distribution of corporate securities.

3) Zonewise composition of corporate securities.

4) Statewise distribution. |

5) Composition of corporate securities accordingy to

group undertaking.

The details of each of the above are discussed below.

1) Net Increase in Corporate Securities as Compared to

Net Increase in Total Investment :- A comparative study of the

increase in investment in corporate securities and increase in total

investments of LIC in eight years can be made from TABLE 10.



TABLE 10

NET CHANGES IN INVESTMENTS IN CORPORATE SECURITIES

NO. YEAR INVESTMENTS NET INCREASE IN
(ks in crores) CORPORATE SECURITIES

1981-82 7,473.01 31.24

1
2 1982-83 8,498.51 36.26

3 1983-84 9,613.74 70.13

4 1984-85 10,804.03 99.79

5  1985-86 12,264.25 172.04

6 ' 1986-87 13,936.00 284.30

7  1987-88 15,962.19 286.71

8  1988-89 18,702.30 372.18
SOURCE : Accounts and Reports of LIC 1981-82 to 1988-89

A reference to above table shows that the net total
ixive,stmen% since the imcept:on of LIC amounted to Rs. 7,473.01
crores in 1981-82 and in the same year the net increase in
corporate securities was Rs. 31.24 crores. Similarly, in 1985-86,
the total investment was Rs. 12,264.15 crores and the net incr=ase
in cofporate securities was Rs. 172.04 crores which reached to
Rs. 18,702.30 crores and Rs. 372.18 crores respectively in 1988-89.
From this it can be said that the progress of these two during the

period under study is good one.



(‘j(“f‘(‘(

It is also clear that LIC has taken shewn interest in
making investment in corporate securities and to that extent it has
- played a vital role in purchasing corporate securities from the

stock exchanges or directly.

2) Countrywise Distribution of Corporate Securities :-

LIC has made investments in different countries. The following
table gives the information on the countrywise investment in .

corporate securities.

The Life Insurance Corporation made the investmemt in
corporate securities in nine countries of the world. These include
Burma, Fiji, Kenya, Mauritius, Sri Lanka, Uganda, United Kingfiom,

Hong Kong and Malaysia. The data in Table 11 also reveals the

following:

[1] In case of Burma, the LIC could not invest in
corporate securities during the whole period under
study.

[2] In the case of Fiji too, there was no investmernt in

corporate securities

(3] In the case of Kenya, only in 1982 there was
investment of Rs. 8.5 lakhs

[4] In case of Mauritius, LIC has made investrents
from 1982 to 1989. In 1982, it was Rs. 1.32 lakhs

which reached to Rs. 7.48 lakhs in 1989
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{51 In case of Sri Lanka, there was a constant setback
in the investment in each year. 1In 1982, it was
Rs. 4.68 lakhs which decreased to only Rs. 0.67
lakh at the end of 1986 and again declined to
Rs. 0.56 lakh at the end of 1989.

(6] There was a decline in the investment in Uganda
each year. At the end of 1989, investment was
only Rs. 0.02 lakh.

[7] The investment in United Kingdom was Rs. 2.65 Lakhs
in 1982 which increased to Rs. 3.04 lakhs at the
end of 1989. Thus in this country, the investnent
steadily increased every year.

{81 However, from 1982 to 1989 there was no investment
in Hong Kong

[9] In Malaysia only in 1982, Rs. 20 lakhs were

invested in corporate securities.

3) Zonewise Composition of Corporate Securities :- ‘The
important five zones of LIC are as follows : (1) Central =zone
(2) Eastern 2zone (3) Northern =zone (4) Southern aone

(5) Western zone. Table No. 12 shows the zone-wise distributipn

of investment of corporate securities.

!

The data in the Table clearly shows that amongst the
five zones, the Western zone ranked the first and the Eastern zn%ne
ranked the second in all the years under study. In each zc:{nie,

there was a steady growth in investment in each year.
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4) Statewise Distribution of Corporate Securities :- LIC
has invested its funds in corporate securities of varieties states’ in
India. The study in' this regard is made with a view t k%how
LIC's help to various state through the investment in corpc‘n}ate
securities. The data éiven in TABLE 13 disclose the facts azhout

LIC's investments from 1981-82 to 1988-89 in 24 states.

Table 13 shows that in the states : Manipur, Nagaland
and 'Tripura, the LIC could not. make any investment.  ‘Phis wight

be due to non-availability of good corporate securities.

Amongst all the states, given in the Table, Maharashtra
ranked the first and West Bengal the second position in all the
years under study. In 1982, the investment in corporate securities
was Rs. 10,832.75 lakhs, which reached to Rs. 34,940.84 lakhs at
the end of 1988-89. Similarly, in casc of West Bengal, it increased
from Rs. 7,813.78 lakhs in 1981-82 to Rs. 16,695.92 lakhs at the end
of 1988-89. Considering the investment figures at the end of
1988-89, it is clear that Gujarat, Delhi, Karnataka, Tamil Nadu,
Bihar, Madhya Pradesh and Uttar Pradesh recorded the noteable
investments. However, LIC has made very small amount of
investment in corporate securities in the states like, Orissa,

Punjab, Kerala, Goa, etc.

5) Composition of Investment of Corporate Securities :-

LIC made investment in various types of businesses, industries
under the head of investment in corporate securities. The group

undertakings in which investments are made are shows in TABLE 14.
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After analysing the data in Table 14, following things can

be ascertained.

1)

3)

4)

LIC has made investment in corporate securities in
three major groups of undertakings.

First group is the large group in which LIC has
made the highest amount of inveétment as compared
to other groups. 1In 1982, out of total investment of
Rs. 41,910.24 1lakhs in corporate secur:tes,
Rs. 33,258.32 lakhs were invested in this group
which reached to Rs. 1,01,984.03 lakhs out of which
Rs. 1,18,158.45 lakhs were of dominated
undertakings, in the year 1988-89.

The investment in second group also increased from
Rs. 8,048.37 lakhs in 1981-82 to Rs. 10,326.92 lakhs
in 1988-89.

In the third group, the amount invested is very low
i.e. Rs. 603.50 lakhs in 1982, and Rs. 628.83 lakhs
in 1985-86. The investment in the same gJroup
reached to Rs. 5,847.50 lakhs at the end of 1968-89,
almost 10 times more than that of the investment in

1981-82.

4.11 CLASSIFICATION . OF CORPORATE SECURITIES

The investment of LIC in corporate securities are classified

into three types : debentures, preference shares, and orcinary

shares. This is shown in the following table.
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Table 15 shows the sectorwise investment in various
securitics. LIC's investment in private scctor is more than that of
other sectors. Similarly, investment in equity shares was highest
of the order of Rs. 187.02 crores in 1981-82 as ocompared to
_preference shares (Rs. 42.25 crores) and debentures (Rs. 127.90
crores) in the same year. But at the end of 1988-89, the situation
changed so that debenture investment took the first place (Rs. 713.08
crores) and equity shares (Rs. 483.86 crores) and preference sha-es

of Rs. 25.25 crores. This shift might have taken place due to

safety purpose.

4.12 LIC AND UNDERWRITTING

In order to stimulate the development of new industries in
the private sector, the corporation has also taken the interest in
-underwriuing of new issues of various companies. The total amount
sanctioned énd then alloted to issues underwritten during 1981-82 to

1988-89 is shox;‘{n in TABLE 16.

The data in table shows that the amount sanctioned and
allotted in 1981-82 was the same (Rs. 91.33 crores). The szme
policy in this regard is maintained in 1985-86 also (Rs. 225.53
crores). The amount sanctioned and allotted has steadily increased
in each year. As it is seen that the amount sanctioned and
alloted was Rs. 91.33 crores in 1981-82, which reached +to

Rs. 288.61 crores and Rs. 312.26 crores respectively in 1989.
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TABLE 16

Cb!!P(BITION OF NEW UNDERWRITING OF ISSUE

.‘\
T

NO. YEAR AMOUNT SANCTIONED AMOUNT ALLOTED

(Rs. in crores

1 1982 91.33 91.33
2 1983 156.72 154.79
3 1984 155.38 152.28
4 1985 212.50 212.50
_ 5 198€ ' 225.53 225.53
6 1987 199.00 . 191.35
7 1988 248.50 246.29
8 1989 312.26 288.61

SOURCE : Accounts and Reports of the LIC

4.13 CLASSIFICATION OF UNDERWRITING OF NEW ISSUES

The classification of underwriting assistance given by LIC

during 1982 to 1989 is represented in Table 17.

After studying Table No. 17 the following points are to be
noted. The LIC made the underwriting of debentures an'd_ Bonds,
bonds of all India financial institutions, preference shares and

ordinary shares.
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(A) Debentures and Bonds :- Under the same head

there are four types of debentures and bonds underwritten by the
LIC. Central co-operative, land development, bank, state financial
corporation, State electricity board and other approved securities
- under part:léu\lar head in 1982 was Rs. 71.13 crores. From 1933,

\
investment in |State Electricity Board ranked the first position among

the others. investnent in central co-operative land developm=nt
bank remained the same (Rs. 35 crores) for all the years under

study.

(B) Bonds of All India Financial Institution :-  Under

this head also four types of securities are underwritten by the LZC.
. ]

Under this- head the total amount in 1982 was Rs. 20.20 crores &nd

in 1986 Rs. 125.50 crores were underwr:;u:ten which reached +to

Rs. 179 crores at the end of 1989.

(C)Debentures of the Companies :- Under this head the

amount was underwritten only in the years 1982, 1983, 1987 and
1989; i.e. Rs. 20.20 crores, Rs. 2.49 crores, Rs. 7 crores and

Rs. 10 crores respectively.

(D) Preference Share of Companies :- No investment was

made by the LIC from 1982 to 1989 under this head.

(E) Ordinary Shares of the Companies :- Under this
head LIC started underwriting only after 1983. Rs. 65 crores were

underwritten in 1987 and in 1989 ‘it was Rs. 18.01 crores.



4.14 OTHER INVESTMENTS

After studying the major investments, it is also necessary
to study the nature of other remaining investments of LIC. Ct is
clear that LIC invests its fﬁnds in mortgages, land and
buildings, and in some other investments. 1Individually, these
items are not very important. Hence, they are treated xinor
iﬁvestments. In addition to minor investments, very small amount
is invested in miscellaneous assets. So, individual items of
miscellaneous assets are not considered for the present study. The

Table No. 18 shows the composition of these other investments.

The data in Table No. 18 shows that items of other
investments include about 17 items, of which investment in loams on
bills rediscounted is made in 1989 only. Similarly very =mall
amount of investment in loans on personal security is made d_ring
the four years. However, investments in loans to housing
development - including martagage loans, loans to electricity
boards, loans to water supply, loans on insurance policies and term
Joans to companies are comparatively more in all the years. Cut of
these, the loans for housing development ranked the first amongst
all the inve§tment items and loans to electricity boards rankec the
second. Thu:s it is clear that LIC has spread over its investments
in the field ‘of other investments on a variety of different iterxs as

is obvious from Table No. 18.
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4.15 MORTGAGE LOANS

It is obvious from the data given in TABLE 18 that loa-qs
given to Housing Development including mortgage of properties has
received greater importance amongst all investment items.  This
investment comprises of two parts : Iloans to Housing Development
and mortgage loans. Though mortgage loans are not popular form
of investment, it is intended to study the nature and extent of such

loans extended by LIC.

These loans are advanced against the security of land amd
building. Normally, sufficient margin is kept between the curreat
value of the mortgage property and the amount of outstanding loan
and investment thereon. Usually, enoﬁgh margin is kept to ma<e
this investment quite $nfo.l Mort;.(;n{;os offer a handsome rate of
réturn and an opportunity for both geographical diversification and
diversification of credit risk. The data in the following table w:ill
give an idea about the various types of mortgage loans of LIC

during the period of study.

It is clear from TABLE 19 that amongst the four items of
mortgage loans that on property recorded the highest inveétment in
all the years under study. The loan under this head, increasesd
from Rs. 98.25 crores in 1981-82 to Rs. 255.44 crores at the end of
1988—89. Though the amount of mortyage loans for state Govt. for
housing development is small every year, yet LIC has given due

importance for housing development to state Govt. or Co-operatives.
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