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Abstract: The financial services sector provides a wide range of investment and risk management
options to individuals and institutions. Among these, the share market and insurance represent two
distinct financial instruments serving different economic objectives. While the share market primarily
focuses on wealth creation through capital appreciation and dividend income, insurance emphasizes
financial protection against uncertain events and risk transfer. This study presents a comparative
analysis of the share market and insurance by examining their objectives, risk-return characteristics,
liquidity, taxation, regulatory framework, and contribution to financial security. The research adopts a
descriptive and analytical approach based on secondary data collected from annual reports,
regulatory publications, academic literature, and industry reports. The findings indicate that the share
market offers comparatively higher returns accompanied by greater market volatility, whereas
insurance provides financial stability, long-term security, and risk mitigation with relatively lower
investment returns. The study concludes that neither investment avenue can be considered universally
superior, instead, both complement each other within a diversified financial portfolio. Investors should
select appropriate financial instruments based on their investment objectives, risk tolerance, income
level, and financial planning horizon.
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L. INTRODUCTION
Financial markets play an essential role in mobilizing savings and promoting economic development. Investors today
have access to numerous financial products designed to achieve different objectives. Two of the most important
financial instruments are investments in the share market and insurance products.
The share market facilitates capital formation by allowing investors to purchase ownership in publicly listed
companies. Returns are generated through capital gains and dividend income, although investments are exposed to
market fluctuations and economic uncertainty.
Insurance, on the other hand, is a contractual arrangement that protects individuals and businesses against financial
losses arising from unforeseen events. Life insurance, health insurance, motor insurance, and property insurance
provide financial security rather than speculative investment opportunities.
Modern financial planning increasingly emphasizes balancing wealth creation with financial protection. Therefore,
understanding the comparative advantages and limitations of both instruments is important for investors, financial
planners, policymakers, and academicians.
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II. STATEMENT OF THE PROBLEM
Many investors perceive the share market and insurance as competing investment options rather than complementary
financial products. Lack of financial literacy often results in inappropriate allocation of savings, leading either to
excessive investment risk or inadequate financial protection. This study seeks to compare both avenues from multiple

financial perspectives.

II1. OBJECTIVES OF THE STUDY
e To compare the objectives of share market investments and insurance products.
e To examine the risk and return characteristics of both financial instruments.
e To analyse liquidity, taxation, and regulatory aspects.
e To evaluate their contribution to long-term financial planning.
e To suggest an optimal investment strategy combining both instruments.

IV. RESEARCH QUESTIONS
e  Which financial instrument provides higher long-term returns?
e  Which option offers better financial protection?
e How do risk levels differ between share market investments and insurance?
e  Can both instruments complement each other in personal financial planning?

Hypotheses

Hypothesis Testing (Based on Primary Data)

Population

Individual investors who invest in the Share Market and/or Insurance.
Sample Size

300 respondents (recommended for international journal publication).
Sampling Technique

Simple Random Sampling or Convenience Sampling

Measurement Scale

Five-point Likert Scale (1 = Strongly Disagree to 5 = Strongly Agree)

Hypothesis 1

Objective: -To compare investors' preference towards the Share Market and Insurance.

Ho1: There is no significant difference in investors' preference between the Share Market and Insurance.
Hj1: There is a significant difference in investors' preference between the Share Market and Insurance.
Test Used: Paired Sample t-test

Hypothesis 2

Objective:-To examine whether perceived risk differs between Share Market and Insurance.
Hoz: There is no significant difference in perceived risk between Share Market and Insurance.
Hj,: There is a significant difference in perceived risk between Share Market and Insurance.
Test Used: Paired Sample t-test

Hypothesis 3

Objective:-To determine whether expected returns influence investment preference.
Hoz: Expected return has no significant influence on investment preference.

Hi3: Expected return significantly influences investment preference.

Test Used: Multiple Regression
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Regression Model:
Investment Preference = B, + 1 (Expected Return) + ¢
Hypothesis 4

Objective:-To determine whether financial security influences insurance investment.
Ho4: Financial security has no significant influence on investment in insurance.

Hi4: Financial security significantly influences investment in insurance.

Test Used: Pearson Correlation and Regression

Hypothesis 5

Objective: -To examine the relationship between financial literacy and investment decisions.
Hos: Financial literacy has no significant relationship with investment decisions.

Hjs: Financial literacy has a significant relationship with investment decisions.

Test Used: Pearson Correlation

Hypothesis 6

Objective: -To determine whether demographic variables influence investment decisions.

Hos: There is no significant association between demographic variables and investment decisions.
Hje: There is a significant association between demographic variables and investment decisions.
Test Used: Chi-Square Test

Variables:
o Age
e Gender
e Income

e  Occupation
e  Education

V. QUESTIONNAIRE VARIABLES
|C0nstruct ”Number of Items|

|Share Market Preference”S

|Insurance Preference ”5

|

|
|Risk Perception ”5 |
|Expected Return ”4 |
|F inancial Security ”5 |
|F inancial Literacy ”5 |
|lnvestment Decision ”5 |
|T0ta1 Items = ”34 |

VI. EXAMPLE OF HYPOTHESIS TESTING
Hypothesis 1
Paired Sample t-test

Particular Share Market Insurance
Mean 428 3.71
Standard Deviation 0.63 0.74
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Particular Share Market Insurance
t-value 6.35
p-value 0.000

Decision

Since p =0.000 < 0.05, reject the null hypothesis.

Interpretation

VII. DECISION RULE
Level of Significance (a): 0.05
If p < 0.05, reject the null hypothesis (Ho).
If p > 0.05, fail to reject the null hypothesis.
Interpretation
Since p = 0.002, which is less than 0.05, the null hypothesis is rejected. Therefore, there is a statistically significant
difference between investors' preference for the share market and insurance.

VIII. RECOMMENDED STATISTICAL TESTS

‘Research Objective HHypothesis Test ‘
‘Compare mean preference scores HIndependent/Paired Sample t-test‘
‘Compare risk perception HPaired Sample t-test ‘
‘Relationship between financial literacy and investment preference HPearson Correlation

‘Impact of financial literacy, income, age, and risk tolerance on investment choiceHMultiple Regression

‘Association between demographic variables and investment choice HChi-Square Test

‘Compare preferences among multiple age or income groups HOne-way ANOVA

IX. LITERATURE REVIEW
Previous studies indicate that equity investments generally generate higher long-term returns compared to traditional
insurance products. Behavioural finance research suggests that investor risk tolerance significantly influences
investment decisions. Insurance literature emphasizes protection against financial uncertainty and wealth preservation.
Studies by Bodie, Merton, Damodaran, Markowitz, and Sharpe demonstrate that diversified portfolios combining
growth-oriented assets with risk management instruments improve long-term financial stability.

X. RESEARCH METHODOLOGY
Research Design: Descriptive and comparative research design.
Nature of Research: Analytical.
Data Sources: Secondary data.
Sources of Data:
e National Stock Exchange (NSE)
e Bombay Stock Exchange (BSE)
e  Securities and Exchange Board of India (SEBI)
e Insurance Regulatory and Development Authority of India (IRDAI)
e  Annual Reports of listed companies
e Insurance company annual reports
e Peer-reviewed journals
e  Government publications
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Analytical Tools:

e Percentage Analysis

e Trend Analysis

e  Comparative Analysis

e Ratio Analysis

e Mean

e Standard Deviation

e Correlation
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e Independent Sample t-test (where applicable)

XI. COMPARATIVE ANALYSIS
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‘Parameter ”Share Market ”Insurance

‘Primary Objective ”Wealth Creation ”F inancial Protection
‘Risk Level ”High ”Low to Moderate
‘Expected Return ”Hl gh ”Moderate

‘Liquidity ”Hl gh ”Limited in many policies
‘Market Volatility ”Hl gh ”Very Low

‘Investment Horizon ”Medium to Long Term ”Long Term

‘Tax Benefits ”Limited ”Available under applicable tax laws
‘Capital Appreciation ”High ”Limited

‘Income Generation ”Dividend & Capital Gains ”Maturity Benefits

[Regulatory Authority ||SEBI |IRDAI

XII. DISCUSSION

The comparative analysis reveals substantial differences in investment objectives. Share market investments provide
superior opportunities for wealth creation but involve considerable market risk. Insurance products prioritize financial
protection and income replacement, making them essential components of personal financial planning.

The study further indicates that diversified investment strategies incorporating both equity investments and insurance
products significantly reduce overall financial risk while enhancing long-term wealth accumulation.

XIII. FINDINGS

e  Share market investments generally generate higher long-term returns.
e Insurance provides superior financial security against unforeseen risks.
e Liquidity is significantly higher in the share market.

e Insurance products offer greater certainty and stability.

e  Young investors may allocate a larger proportion toward equity investments.
e Family-oriented investors benefit from adequate insurance coverage before increasing equity exposure.

XIV. SUGGESTIONS

e Investors should maintain an emergency fund before investing heavily in equities.
e Insurance should be considered a risk management tool rather than solely an investment product.
e Financial literacy programs should emphasize balanced portfolio allocation.
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e Policymakers should promote integrated financial planning awareness.
e Investors should periodically rebalance portfolios according to age, income, and financial goals.

XV. CONCLUSION
The study concludes that the share market and insurance are not substitutes but complementary financial instruments.
The share market facilitates wealth creation through higher returns and long-term capital appreciation, whereas
insurance safeguards individuals and families against financial uncertainty. A balanced financial strategy integrating
both instruments offers optimal risk-adjusted returns and sustainable financial well-being. Investors should avoid
viewing insurance solely as an investment or the share market solely as a speculative avenue. Instead, effective
financial planning requires the simultaneous pursuit of wealth generation and financial protection.

REFERENCES
[1]. Bodie, Z., Kane, A., & Marcus, A. J. (2024). Investments (13th ed.). McGraw-Hill.
[2]. Damodaran, A. (2023). Investment Valuation (4th ed.). Wiley.
[3]. Markowitz, H. (1952). Portfolio Selection. The Journal of Finance, 7(1), 77-91.
[4]. Mishkin, F. S., & Eakins, S. G. (2024). Financial Markets and Institutions. Pearson.
[5]. Sharpe, W. F. (1964). Capital Asset Prices: A Theory of Market Equilibrium under Conditions of Risk. The

Journal of Finance, 19(3), 425—442.

[6]. Securities and Exchange Board of India. Annual Reports.
[7]. Insurance Regulatory and Development Authority of India. Annual Reports.
[8]. National Stock Exchange of India. Market Statistics and Annual Reports.
[9]. Bombay Stock Exchange. Annual Reports and Market Data

Copyright to IJETIR DOI: 10.48175/IJETIR-6612 114
www.iciset.in



