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ABSTRACT
Risk is involved in every activity whether it is of personal, professional or business. Every individual, while doing any
activity expects some returns. But it is obvious that the actual returns may never be the same as that of the expected
returns. There always exists a difference between the expected and the actual returns. This difference is termed as
RISK.The starting point of any course on insurance must be the concept of risk itself. An event might occur and if it does,
the outcome may not be favourable to us;it is not an outcome we look forward to. The word risk implies both doubt about
the future, and the fact that the outcome could leave us in a worse position than we are in at the moment. The volatility of
equity shares of insurance companies explains the relationship between risk and returns by using some statistical tools
like standard deviation, beta, correlation and variance.
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LITERATURE REVIEW
Dr S POORNIMA & SWATHIGA P (2017)Their study of relationship between risk and return analysis is
based on capital asset pricing model. Their study is limited to 2 sectors (automobile and IT) listed in NSE
where the automobile companies has performed better and increased growth in the MARKET compared to IT
sector.

Dr S NIRMALA & KDEVENDRAN (2017)In their study they explained that if an investor wishes to earn
high returns, it can be achieved by accepting a commensurate increase in risk. Through their study, they stated
that long term investors can take advantage of the market when it is less volatile.

SHAINI NAVEEN & T MALLIKARJUNAPPA (2016)In their study of Bank Nifty, they explained that
some stocks are in the opposite direction of the market and some stocks move along with the market. Finally,
he suggested that investment in banks would be feasible because they have positive returns.

BEDANTA BORA & ANINDITA ADHIKARY (2015)In their study they explained that investment in
stock market is subjected to diverse risk and actual returns the investor receives from scripts may vary from
expected return. Thus, at the time of making investment decision, an investor can consider those companies
which have high positive influence on Sensex.

OBJECTIVES
 To gain practical knowledge and understand the concept of risk and return analysis.
 To know the scenario of insurance sector.
 To suggest the public whether to invest in insurance sector and get secured.
 Analysis of risk and return vested with insurance sector.
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RESEARCH METHODOLOGY
Primary data
The information gathered directly from the company in a required manner is called primary data.

Secondary data
The research is based on secondary data. The information is collected from journals, books, websites is called
as secondary data.

PERIOD OF STUDY
This study is to analyse the volatility of equity share price of selected insurance companies for the months of
October, November and December months of 2017.

METHODS OF SAMPLING
Three companies were randomly selected for the study. This selection is based on the companies listed in BSE
and availability of their data.Random sampling technique is used in this study.

UNIT PROFILE
The number of lives covered under Health Insurance policies during 2015-16 was 36 crore which is
approximately 30% of India’s total population. The number has seen an increase every subsequent year as
28.80 crore people had the policy in the previous fiscal. The future looks promising for the life insurance
industry with several changes in regulatory framework which will lead to further change in the way the
industry conducts its business and engages with its customers.

The companies which I selected for the study are from insurance sector that are listed in nation stock
exchange. They are as follows:

1. General Insurance Corporation of India.
2. HDFC Prudential Life Insurance Company Ltd.
3. SBI Life Insurance Company Ltd.

STATISTICAL TOOLS
Mean
Mean is the most common and best general purpose for the midpoint of a set of values.Mean is the average of
the number.Mean is calculated by using the formula

X͞ = ΣX/N
Where

X͞ = mean
ΣX = symbol for sum of observations
N = number of observations

Standard deviation
Standard deviation is applied to the annual rate of returns of an investment so that it reveals the historical
volatility of that investment. Higher the standard deviation of a security, the higher the variance between each
price and mean. Standard deviation can be calculated by using the formula

σ = sqrt [Σ (X ̶ µ)]
where

σ = standard deviation
X = each value in population
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µ = mean

N = number of values

Beta
The systematic risk of a security is measured by a statistical measure called beta. The input data required
period for the calculation of beta. The historical data of returns of individual securities as well as the returns
of representative stock market indices

Βp = cov (rp, rb)

Var(rb)

HYPOTHESIS FORMULATION
H0 : There is no significant relationship between market returns and risk of insurance sector firms.

H1: There is significant relationship between market returns and risk of insurance sector firms.

MARKET RETURNS

Month Mean Variance Standard Deviation

October -0.011375 1.721435 1.312035

November -0.00524 0.55206 0.743007

December -0.18624 0.292297 0.540645

Interpretation:
Above table shows that the highest mean value as -0.00524 in November and lowest mean value as -0.18624
in December, variance is highest in October i.e, 1.721435 and lowest in December i.e, 0.292297, standard
deviation is highest in October i.e, 1.312035 and lowest in December i.e, 0.540645.

GIC

Month Mean Variance Standard Deviation
October 0.466216 5.535912 2.352852

November 0.000487 2.857706 1.690475

December 0.416608 0.861528 0.928185
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Interpretation:
Above table shows that the highest mean value as 0.466216 in October and lowest mean value as 0.000487 in
November, variance is highest in October i.e, 5.535912 and lowest in December i.e, 0.861528, standard
deviation is highest in October i.e, 2.352852 and lowest in December i.e, 0.928185.

HDFC

Month Mean Variance Standard Deviation

October 1.481299 9.5841 3.09582

November 1.608565 22.25764 0.743007

December 0.057679 3.432258 1.852635
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Interpretation:
Above table shows that the highest mean value as 1.608565 in November and lowest mean value as 0.057679
in December, variance is highest in November i.e, 22.25764 and lowest in December i.e, 3.432258, standard
deviation is highest in October i.e, 3.09582 and lowest in November i.e, 0.743007.

SBI

Month Mean Variance Standard Deviation

October -0.05058 0.557009 0.746331

November 0.000487 2.857706 1.690475

December 0.416608 0.861528 0.928185

Interpretation:
Above table shows that the highest mean value as 0.416608 in December and lowest mean value as -0.05058
in October, variance is highest in November i.e, 2.857706 and lowest in October i.e, 0.557009, standard
deviation is highest in November i.e, 1.690475 and lowest in October i.e, 0.746331.

ANALYSIS OF BETA

Month GIC HDFC SBI

October 0.158814 0.387177 0.142483

November 0.264752 -0.09714 -0.184

December -0.05471 -0.01287 0.142483
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Interpretation:
From the above table the risk factor of GIC is high in November i.e, 0.264752 and low in December i.e, -
0.05471. The risk factor of HDFC is high in October i.e, 0.387177 and low in November i.e, -0.09714. The
risk factor of SBI is high in October and December i.e, 0.142483 and low in November i.e, -0.184.

CORRELATION
CORRELATION B/W MARKET RETURNS AND INSURANCE SECTOR RISK

Companies GIC HDFC SBI MARKET RETURNS

GIC 1

HDFC 0.028469375 1

SBI -0.75467642 0.634346 1

MARKET
RETURNS

0.958275792 0.313011 -0.535645884 1

Interpretation:
Above table shows that the selected companies are correlated but with least significance. When we compared
with the same company it is exactly one and it indicates perfect positive relation. When we compare GIC with
market returns it is 0.958 and it is highly correlated. When we compare GIC with HDFC it is 0.028 and when
we compare GIC with SBI it is -0.754 which is least correlated. When we compare HDFC with SBI it is
0.634 and when we compare HDFC with market returns it is 0.313and when we compared SBI with market
returns it is -0.535.

HYPOTHESIS PROVED
From the above study we can conclude that average calculated value of insurance sector is 0.245 where the
critical or tabulated value of correlation degrees of freedom (v=3) and at 5% (0.05) level of significance is
r=0.900.As the calculated value is less than the critical value, it is not significant and we fail to reject
hypothesis H0 at 0.05. Hence H0 may be accepted at 0.05 level of significance i.e, no impact of market returns
on risk of insurance sector of selected companies.
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FINDINGS:

 Among the three companies HDFC experienced more returns.
 GIC is highly correlated with market returns.
 Risk factor is more with HDFC.
 Risk factor is less with SBI and its returns are in positive trend.

CONCLUSION:
As a whole the volatility of insurance companies is sometimes high and sometimes low. In order to get the
money which,the investor has invested in the market, he should make use of this study. The investor should
have the capability to analyse the various investment options available to him and thus minimise the risk and
maximise the returns. Beta is useful in comparing the systematic risk of different stocks & for investors to
judge a stock’s riskiness.
Based on these calculations we can conclude that investor should get updated with the market fluctuations so
that he can select the best companies to invest their funds.
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