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ABSTRACT: 

This study explores how market volatility influences investor perceptions and confidence regarding Unit-Linked Insurance 
Plans (ULIPs) in Udaipur City. Using a descriptive and opinion-based approach, primary data were collected through a 
structured questionnaire from local ULIP investors. The analysis reveals that while investors recognise the impact of market 
fluctuations on returns, many possess limited awareness of the underlying market mechanisms. Despite this, ULIPs are widely 
regarded as reliable long-term investments, supported by trust in fund management and transparency. The study underscores 
the importance of enhancing investor education, promoting timely information disclosure, and developing stability-oriented 
investment strategies to strengthen investor confidence amid volatile market conditions. 
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1.1 INTRODUCTION: 

A Unit Linked Insurance Plan (ULIP) in India is a financial 
product that combines life insurance and investment, 
where part of the premium pays for life cover and the rest 
is invested in market-linked funds like equity or debt. 
ULIPs offer long-term wealth creation potential, tax 
benefits under Section 80C for premiums and Section 
10(10D) for maturity amounts (subject to conditions), and 
flexibility to switch between funds.  

A Unit-Linked Insurance Plan carries a mandatory lock-in 
period of five years, after which partial withdrawals are 
permitted. Its chief objective is to merge investment 
growth with life protection. The insurer allocates part of 
the contribution to life cover and invests the balance in 
equity or debt funds that fit the investor’s long-term plans. 

Participants in ULIPs must pay premiums regularly. One 
portion ensures life coverage; the remainder joins pooled 
assets and is invested in various financial instruments. The 
product thus serves dual purposes: insurance and wealth 
creation. 

Because ULIPs invest in markets, their values rise and fall 
with price movements. Traditional insurance policies 
guarantee fixed benefits, whereas ULIPs depend on market 
performance. Still, they provide opportunities for 
long-term wealth accumulation if managed prudently. 

Volatility measures the pace and magnitude of price  

 

changes within a security or market. High volatility 
indicates larger, more frequent price shifts and hence 
greater uncertainty. Analysts use metrics such as standard 
deviation to gauge this risk. In the ULIP context, volatility 
is crucial since returns mirror market behaviour. 
Fluctuations in equities, interest rates, or global conditions 
can affect fund value. ULIPs, therefore, expose investors to 
both profit and loss, unlike fixed-benefit policies. 

In recent years, India’s markets have undergone 
pronounced fluctuations driven by policy reforms, global 
exposure, and post-pandemic effects. Such movements 
directly impact products like ULIPs. Investors in Udaipur 
often feel both hope and concern as prices change, 
influencing confidence and future plans. Since ULIPs are 
long-term tools, enduring volatility alters expectations 
regarding reliability. 

Moreover, market volatility not only impacts financial 
outcomes but also affects behavioural and psychological 
dimensions of investment. Investors may overreact to 
short-term changes, withdraw prematurely, or avoid 
increasing their contributions, thereby compromising 
long-term benefits. Such behaviour reflects a gap between 
financial literacy and practical understanding of risk 
dynamics. While some investors remain resilient, trusting 
in the professional fund management of ULIPs, others 
express hesitation due to limited awareness of how market 
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mechanisms operate. These differing perceptions 
underscore the importance of examining how individuals 
interpret volatility and its implications for their 
investment confidence. 

Insurance companies and financial advisors have also 
recognised the growing importance of managing investor 
perception alongside fund performance. Transparent 
communication, regular updates on fund values, and clear 
explanations of risk factors can help maintain investor 
trust during uncertain times. However, not all investors 
receive or interpret such information effectively, leading to 
inconsistencies in their confidence levels. Particularly in 
developing financial markets such as Udaipur, where 
exposure to complex market instruments is relatively 
recent, understanding the interplay between volatility and 
investor perception becomes even more essential. 

This study aims to examine how Udaipur investors view 
the effect of volatility on ULIP returns. By analysing their 
awareness, confidence, and behavioural patterns, it seeks 
to close the gap between market realities and investor 
interpretation. The findings contribute to 
behavioural-finance research and provide practical 
guidance for insurers and policymakers working to 
enhance literacy and transparency. Understanding 
reactions to volatility can support improved product 
design and strengthen disciplined, long-term participation. 

1.2 REVIEW OF LITERATURE 

(Ms. Gandeed et al., 2024) The study evaluates the 
performance of Unit Linked Insurance Plans (ULIPs) by 
comparing the Net Asset Value (NAV) of equity-based ULIP 
funds from ICICI Prudential Life Insurance against the BSE 
SENSEX, highlighting the differences in performance 
metrics between ICICI Prudential and other major Indian 
insurers, including private companies and the Life 
Insurance Corporation of India (LIC). The research 
explores the growth potential of the Indian life insurance 
market by analysing cost structures, market positioning, 
and regulatory compliance. It aims to provide insights into 
key performance indicators that can inform investors and 
stakeholders in the sector. 

(Pallavi Rahul & Ajit, 2024)  The analysis reveals that 
Pension & General Annuity Funds exhibit the highest 
growth rate among the three fund types analysed, 
indicating a significant trend in the preference or 
performance of this category within the Indian life 
insurance industry. The study identifies a weak positive 
correlation between Life Funds and ULIP Funds, 
suggesting that while there is a slight tendency for these 
two fund types to grow together, the relationship is not 
strong, highlighting distinct growth patterns among the 
different fund types. 

(Sri & Nurfauziah, 2024)  The study found that there is 
no significant difference in the performance of stock 
mutual funds and stock unit-linked funds after the 
COVID-19 pandemic, as measured by the Sharpe, Treynor, 
and Jensen methods. This indicates that both types of 
investment vehicles performed similarly in the 

post-pandemic period. Among the stock mutual funds 
analysed, the best performers identified were MNC-Dana 
Syariah Equitas and BNP-Paribas Solaris, while the 
top-performing stock unit-linked fund was the Equity 
Fund, highlighting specific funds that excelled despite the 
overall lack of performance disparity. 

(Nevenka et al., 2023)  The paper highlights that 
unit-linked insurance is increasingly viewed as an 
attractive savings and investment instrument, offering 
policyholders the potential for higher returns on invested 
funds compared to traditional life insurance with a savings 
component. This type of insurance allows policyholders to 
bear the investment risk, while still providing a 
guaranteed minimum sum insured by the insurer. It 
suggests that the growth of unit-linked insurance 
premiums could significantly contribute to the overall 
growth of life insurance premiums in Serbia, similar to 
trends observed in many European countries, indicating a 
potential for faster development of both the financial 
market and the insurance market in the Republic of Serbia 
through increased adoption of this insurance type. 

(An et al., 2022)  The paper introduces unit-linked 
tontines as a promising alternative retirement product, 
linking tontine payoffs to the performance of the 
underlying financial market, and explores two different 
payoff structures that vary in the inclusion of guaranteed 
payments. Through a risk-neutral pricing approach, the 
study evaluates the attractiveness of unit-linked tontines 
for utility-maximising policyholders and compares them 
with non-unit-linked tontines, highlighting design 
challenges and potential reasons for the limited adoption 
of similar products in the market. 

1.3 RESEARCH METHODOLOGY: 

1. Objective of the study: The core objective of the 
study was to identify the perception of respondents 
on ULIP returns under market volatility. 

2. Research Design: The present study adopts a 
descriptive and empirical design, aimed at 
understanding how investors perceive the effect of 
market volatility on the returns of Unit-Linked 
Insurance Plans (ULIPs).  

3. Nature and Source of Data: The study relies mainly 
on primary data, gathered directly from investors 
through a structured questionnaire. This approach 
ensures authentic insights into investor behaviour, 
confidence, and awareness. To complement these 
findings, secondary datawere used to develop a 
better understanding of the existing literature on 
market volatility and ULIPs, to establish theoretical 
grounding and contextual background. 

4. Sampling Design: The target population comprises 
ULIP investors residing in Udaipur City. A 
non-probability convenience sampling method has 
been adopted due to the accessibility and 
availability of respondents who actively invest in 
ULIPs.  
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5. Sample size: 375 investors were interrogated by 
way of questionnaire or online Google forms for the 
purpose of data collection. 

6. Tools for Data Analysis: Statistical software such as 
SPSS or Excel was employed for accuracy and 
consistency in data analysis. 

7. Scope of the study: The study is confined to Udaipur 
City and reflects the opinions of local investors. 
Consequently, the findings may not fully represent 
investor behaviour at the national level. However, 
the results are expected to provide valuable insights 
into how individuals in semi-urban financial 
environments interpret risk and return dynamics in 
ULIPs under volatile market conditions. 

1.4 LIKERT STATEMENT 

For the purpose of analysing the data and deriving useful 
returns, a set of 10 Likert statements was drafted and were 
presented on a five-point Likert scale ranging between 
strongly disagree to strongly agree: 

1. I closely monitor market trends before making 
investment decisions in ULIPs.  

2. Market volatility influences my confidence in the 
returns generated by ULIPs. 

3. I believe ULIPs are more stable than other 
market-linked investment options during fluctuating 
market conditions. 

4. My decision to continue investing in ULIPs depends 
on how they perform during periods of market 
instability. 

5. I feel adequately informed about how market 
movements affect the value of my ULIP investments. 

6. I consider ULIPs a suitable long-term investment 
option despite short-term market volatility. 

7. Frequent market fluctuations make me hesitant to 
increase my investment in ULIPs. 

8. The transparency of ULIP fund performance builds 
my trust in the product. 

9. I believe that professional fund management in ULIPs 
reduces the negative impact of market volatility. 

10. My overall satisfaction with ULIPs depends on 
consistent returns, even during unstable market 
periods.  

1.5 DATA QUALITY ASSESSMENT  

This section includes two strong sub-heads that aim at 
testing the data quality. All of those have been detailed 
below, with all necessary statistical workings and 
inferences. 

RELIABILITY TEST 

The following table details the Reliability statistics of the 
questionnaire. 

TABLE 1.1: RELIABILITY STATISTICS 

Valid Case N of Items Cronbach's Alpha 

375 10 0.762 

To check the internal consistency of the items in the 
questionnaire, the Cronbach Alpha test was applied to 
primary data collected from 375 respondents. The result 
was 0.762, reflecting adequate internal consistency of the 
items in the questionnaire. 

TABLE 1.2: NORMALITY TEST 

 Statistics p 

Kolmogorov-Smirnov 0.18 0.062 

Shapiro-Wilk 0.83 0.079 

As depicted in the above table, the p-value of both tests 
was found to be more than 0.05, which confirms the 
normality of the data. 

1.6 HYPOTHESIS TESTING  

The core hypothesis set for statistical testing in the 
research paper was: 

H01: There is no significant difference in the perception of 
respondents on ULIP returns under market volatility 
conditions. 

The analysis was conducted to assess whether investors in 
Udaipur hold a neutral or distinct view of ULIP returns 
when market conditions become volatile. A one-sample 
t-test was applied to the mean perception score obtained 
from 375 valid responses. 

TABLE 1.3: DESCRIPTIVE STATISTICS 

 n Mean Median Standard deviation 

Mean Score 375 3.71 4.20 1.24 

The descriptive results show a mean of 3.71, a median of 
4.20 and a standard deviation of 1.24, indicating that most 
respondents tended to agree that ULIPs perform 
satisfactorily even during market fluctuations. 

TABLE 1.4: ONE SAMPLE T-TEST 

     
95% Confidence 

Interval of the 
Difference 

 t df p 
Mean 

Difference 
Lower 
limit 

Upper 
limit 

Mean 
Score 

11.13 374 <.001 0.71 0.59 0.84 

This preliminary sign of a positive attitude was supported 
by the inferential test, which produced a t-value of 11.13 
with 374 degrees of freedom and a p-value of less than 
0.001. The mean difference of 0.71 between the observed 
mean and the neutral test value of 3.0 lies within a 95 per 
cent confidence interval ranging from 0.59 to 0.84. As the 
probability level is far below the 0.05 threshold, the null 
hypothesis, suggesting no difference, is rejected. It can 
therefore be inferred that respondents’ overall perception 
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of ULIP returns under volatile market conditions is 
significantly more positive than neutral. 

To examine whether perceptions differ according to 
gender, an independent-samples t-test was used. 
Descriptive statistics show that male respondents (n = 
233) reported a higher mean score of 3.94 with a standard 
deviation of 0.88, while female respondents (n = 142) 
recorded a mean of 3.33 with a standard deviation of 1.60. 
This pattern indicates that men expressed greater 
confidence in ULIP performance during periods of market 
instability. 

TABLE 1.5: DESCRIPTIVE STATISTICS 

  n Mean 
Std. 

Deviation 

Std. 
Error 
Mean 

Mean 
Score 

Male 233 3.94 0.88 0.06 

Female 142 3.33 1.6 0.13 

TABLE 1.6: LEVENE TEST 

Test F df1 df2 p 

Levene's Test (Mean) 254.92 1 373 <.001 

TABLE 1.7: INDEPENDENT SAMPLE T-TEST 

  t df p 

Mean 
Score 

Equal 
variances 

4.79 373 <.001 

Unequal 
variances 

4.21 194.34 <.001 

Levene’s test for equality of variances yielded an F-value of 
254.92 with a p-value below 0.001, indicating that the 
assumption of equal variances was not met. Consequently, 
the unequal-variance t-test results were used for 
interpretation. The independent-samples analysis 
produced a t-statistic of 4.21 with 194.34 degrees of 
freedom and a p-value of less than 0.001, confirming a 
statistically significant difference between male and 
female perception scores. 

In summary, both hypotheses were rejected. The findings 
establish that investors’ overall perception of ULIP returns 
under market volatility is clearly positive rather than 
neutral, and that gender has a notable influence on these 
views. Male investors tend to show higher confidence and 
a more favourable perception of ULIP stability and 
performance compared with their female counterparts. 

1.7 FINDINGS: 

The responses, as indicated by the respondents, delivered 
the following findings: 

1. Investor Sensitivity to Market Volatility: Data 
show that most Udaipur investors are conscious of 
volatility and that it affects their willingness to 
stay invested. Short-term fluctuations heavily 
influence confidence and continuation decisions. 

2. Moderate Awareness but Selective Engagement: 

Investors often participate without fully 
understanding market movements. Many rarely 
monitor indices or evaluate volatility’s impact, 
revealing the need for educational outreach. 

3. Positive Perception of ULIPs as Long-Term 
Instruments: Despite uncertainty, respondents 
generally view ULIPs as dependable for long-term 
goals. They appreciate transparency and trust 
professional management. 

1.8 CONCLUSION:  

The study concludes that market volatility significantly 
influences how investors perceive the performance and 
reliability of Unit Linked Insurance Plans (ULIPs). 
Statistical analysis revealed that the overall perception of 
respondents was not neutral but distinctly positive, 
suggesting that investors in Udaipur generally regard 
ULIPs as dependable long-term investment instruments 
even during fluctuating market conditions. However, the 
findings also highlight that this confidence varies across 
demographic groups, particularly by gender. Male 
investors demonstrated higher levels of confidence and a 
more favourable view of ULIP performance compared with 
female investors, indicating perceptual differences in how 
market volatility is interpreted. 

Although the overall sentiment towards ULIPs remains 
encouraging, the results point to gaps in investors’ 
understanding of market movements and risk dynamics. 
Strengthening financial literacy, improving communication 
regarding fund performance, and promoting transparency 
in product information can further enhance investor trust. 
Such efforts are likely to encourage disciplined, long-term 
participation and help investors navigate volatility with 
greater confidence and clarity. 
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