Insurance companies can
curtail extreme volatility

Incremental investments would rise: HOFC Standard Life
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Mo, Idwch 17 In
three to five years life in-
suratice compatdes in India
will be in a position to stem
extreme wolatility in the
matket by acting as a
counterweight to
foreign  institutional
ivestors. In an exclusive
iterview to Business Ling,
Mr FPrasun Gaji CIO,
HDFC Btandard Life, said
the inecremental invest-
ments by the insurance
firtns would go up by then;
atd as such, they have a
reasonahly large exposure
to the eguity market.
~ Excerptz  from
it errienr
What is insur-
ance companies to imvest in
equities?
he channelisation of
domestic savings through
the insuranice comparies is
becomitig a bigger piece of
the matket Large part of
that money is getting into
unn.it-].i.-nked}r wrvestment
lanis, And, through the
LIFz, a significant portion
of the money is gettilng itito
equity as an asset class,
[H-[n%:' long will it take for
insurance companies to
get closer to FlIs in
terms of the equity marlet
imvestment?
My sense is that close to
$10-13 hillion of annual in-
flow is there into equities

the

through  the insurance
chatnel,  including  LIC
MOLLEY.

Chy arycrernertal basis, 1

2009 inguratice compatdes
(itrvestments) wete pretty
much in line with the Flls.
Chy stock basis, Fllz ate cleaty
the latger investor. Thete
is no doubt about that,
givet the historical
presence they have,

Oorionasly, if the
insurance money
continues to flow at the
satme pace and keeps
gru:uwin% thenn at some
point of titne (3 to 5 years)
we could he getting near
the Flls investments.

How will insurance
companies encoumier a
- H sell-offhy FlIs?

What insurance money
will do is that it will give a
reasonable domestic base,
iticlading absothing thajor
selling by Flls.

But having said that,
one thing has to be keg}nﬁl
rn.1:c1c9|il cleatly;, FII selling
catl happetivery ouickly .
coudd 1?&1‘3?& $L5 hﬂhunyg;
sales happening over two
months.

On the other hand, you
are not going to see § 43
hillion i.fﬁl:uw into
isurance at such

? What tnsurance money
will do is thar it will give
a reasonable domestic
hase, fncluding absorbing
major selling by FIIs,
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a short duration. Of the
F10-13  billion  inflows
annually, you see a larger
chunk coming in duting
Tatmaty-Iarch,  while for
the trest of the year it is
goittg to he an  evenly
spéead. Fa—.

0 EVEnl .11 it
tpal  basis we  could
counter Flla outflow, there
could be instances when
Fllz sell a large chunk of
shates in a shott span of
titne arid dotestic
ingurance inflows will not
ke able to abszoth it

What positives do you
see from such long-term
imves tmenis?

It i a good thing from
the tatket perspective,
because wou ate seeing
stable long-term domestic
itrvestors owning the larger
patt of the market It
provides a  sense  of
stability to the matket as
well

It is difficult to prove,
but over the next two years
the extreme wolatitity could
come down because we
would  have

_ lonig-term
irrvestors.



