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How insurance capital anchors India’s
growth story

India’s economic expansion continues at a healthy pace, with GDP growth projected at
a robust 6.6% for FY 2027. As we march toward Viksit Bharat 2047, corporate leaders
and policymakers face a fundamental question: What structural engine will sustain and
secure this growth during periods of inevitable global volatility? This is where insurance
companies play a critical role.

As insurance companies, we manage more than just policy underwriting; we handle
a massive, highly strategic pool of patient capital. Indian life insurance sector's Assets
Under Management (AUM) have scaled to a monumental %67.8 trillion as on March
2026. Life insurance sector acts as a vital custodian of long-term domestic savings,
making it uniquely capable of backing the structural transitions identified in the note. Our
capital pool is insulated from short-term market volatility, delivering the exact patient,
long-term funding required to fuel India’s capital expenditure expansion.

Patient Capital in an Impatient Market
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anchors of the financial system.

This correlation between insurance capital and macroeconomic resilience is visible
worldwide. In mature financial ecosystems, the insurance sector acts as the ultimate shock absorber. For instance,
across Europe, insurers operating under the Solvency Il framework manage over €10 trillion in assets, serving as the
bedrock of regional sovereign bond markets during Eurozone credit cycles. Similarly, in the United States, the life
insurance sector holds roughly $8.5 trillion in long-term capital, anchoring corporate bond stability and public works.
Our domestic market is mirroring this global blueprint. We are transitioning from a system vulnerable to the flight of
foreign capital to one anchored by deep, resilient domestic institutional reserves.

Managing more than $42 trillion in global assets, the insurance sector plays a defining role in stabilizing both equity
and debt capital markets. This structural reality allows insurers to practice rigid Asset-Liability Management (ALM).
Because they do not need immediate liquidity to satisfy daily redemptions, they can adopt a “buy-and-hold” strategy.
When market panic triggers a mass sell-off, insurers act as counter-cyclical buyers. They can absorb temporary paper
losses and hold assets until maturity or market recovery, effectively dampening extreme price swings.
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Debt Capital Markets: Financing Nation-Building

Debt markets serve as the natural home for insurance capital, routinely absorbing 50% to 70% of an insurer’s total
balance sheet. This massive concentration creates a symbiotic relationship between corporate/sovereign issuers and
the insurance sector.

e Insulating Sovereign Debt: By acting as continuous, large-scale institutional buyers of Government Securities
(G-Secs), domestic insurers absorb national duration risks. As per the quarterly report on public debt management
published by the Department of Economic Affairs in December 2025, insurance companies constitute 25.89% of
the total outstanding G-Secs issued by RBI. This immense buying depth shields our sovereign yield curve from
sharp spikes, lowering the overall borrowing costs for the government.

* Unlocking Long-Term Project Finance: Traditional banking models face systemic asset-liability mismatches when
funding long-gestation infrastructure. As insurers, our multi-decade horizons make us the natural solution. Backed
by proactive regulatory reforms, we are expanding our presence in long-term corporate debt and Infrastructure
Investment Trusts (InVITs)—driving seamless capital deployment into national highways, green energy initiatives,
and core public utilities.

Domestic Equity Markets: Powering Wealth Creation

As long-term institutional investors, we channel an enormous pool of household savings into productive financial assets
and provide stability to markets. A significant share of this corpus, particularly from unit-linked insurance plans (ULIPs)
and the equity-linked components of traditional policies, finds its way into listed stocks. Unlike The Employees’ Provident
Fund Organisation (EPFO) which operates under rigid statutory restrictions that limit its equity exposure to ETFs and
cap it at 15%, life insurance companies operate with greater flexibility under broader regulatory frameworks, allowing
them to channelise voluntary savings across a diverse spectrum of market-linked instruments. Through products like
Unit Linked Insurance Plans (ULIPs), insurance firms can dynamically allocate a portion of policyholder's savings
into equities based on individual risk appetites. While the EPFO prioritises capital preservation through a debt-heavy,
conservative mandate for compulsory savings, insurance companies capitalise on equity markets to generate inflation-
beating returns for discretionary long-term investors.
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* Driving Liquidity and Market Depth: By continuously deploying assets into equities, insurers add liquidity to the
market. Higher liquidity narrows bid-ask spreads, improves price discovery, and makes the market more attractive
to other categories of investors, including retail participants. This liquidity effect is especially pronounced in mid-
cap and small-cap segments where insurer participation can meaningfully alter trading volumes.

e Anchoring Primary Markets: Increased participation of insurance companies in IPOs and primary markets signals
confidence to retail investors, helps companies raise capital more efficiently, and helps the markets in fair price
discovery. Given our long investment horizons and large ticket sizes, we absorb substantial portions of large
IPOs, which has been particularly visible in recent listings.

e Strengthening Corporate Governance: As large shareholders, we engage with management teams of different
corporates on issues related to reporting transparency, governance standards, and long-term value creation.
We also exercise voting rights at AGMs, influencing decisions on executive compensation, mergers, and capital
allocation. This active ownership role contributes to better governance standards across listed companies,
indirectly supporting long-term market health.

Conclusion

The insurance sector is far more than a mechanism for pooling risk; itis a fundamental driver of global financial resilience.
As global economic landscapes become increasingly complex and interconnected, the steady, non-speculative capital
of the insurance industry will remain essential to preserving systemic market stability.

Our industry’s ultimate goal remains aligned with the national agenda: achieving “Insurance for All by 2047”. As
we expand insurance penetration into every tier-2 and tier-3 city across India, our collective asset pool will grow
exponentially.

Our responsibility is clear. We must continue to manage this historic pool of capital with absolute fiduciary discipline.
By maintaining a robust, risk-managed bridge between policyholder savings and national development projects, the
insurance industry will remain the defining anchor of financial stability, safeguarding India’s economic sovereignty for
generations to come.




