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Abstract
 
-
 
This report does a Comparative Analysis of different Financial Products of the Reliance 

Money company with its nearest competitor and develops a Hypothesis for the same to check if 
there is any advantage of Investment Avenue in Reliance Money.

  

1. Equity : In Equity Trading, the nearest competitor of Reliance Money is ICICI. The 
methodology employed for comparison is Factorial Design (Two-way ANOVA) under 
Statistical Hypothesis. 

 

Here, the Null Hypothesis (H01) is accepted which states that Profits generated using 
Tips & Techniques of Reliance Money

 
in equity market are equal to the profits generated 

using Tips & Techniques of ICICI Securities. It signifies an excellent performance of the 
company in this competitive market.

 

GJMBR-B
 
Classification

 
: FOR Code: 150205 JEL Code: G31

 

CompetitveAdvantageofInvestmentAvenueinRelianceMoney
  

 
 

  

Strictly as per the compliance and regulations of:

 

 



Competitve Advantage of Investment Avenue in 
Reliance Money

Er. Vipin Mittal

Abstract - This report does a Comparative Analysis of different 
Financial Products of the Reliance Money company with its 
nearest competitor and develops a Hypothesis for the same to 
check if there is any advantage of Investment Avenue in 
Reliance Money.  
1. Equity : In Equity Trading, the nearest competitor of 

Reliance Money is ICICI. The methodology employed for 
comparison is Factorial Design (Two-way ANOVA) under 
Statistical Hypothesis. 

Here, the Null Hypothesis (H01) is accepted which 
states that Profits generated using Tips & Techniques of 
Reliance Money in equity market are equal to the profits 
generated using Tips & Techniques of ICICI Securities. It 
signifies an excellent performance of  the company in this 
competitive market. 

2. Mutual Funds : In Mutual Funds, the nearest competitor of 
Reliance is ICICI Prudential. The methodology employed for 
comparison is Factorial Design (Two-way ANOVA) under 
Statistical Hypothesis. 

Here the Null Hypothesis (H02) is accepted which 
states that Returns from investment in Mutual Funds of 
Reliance Securities is greater than the returns from 
investment in Mutual Funds of ICICI Prudential in fluctuating 
market scenario.   

Also using Multiple Regression, we find out that 
Sharpe ratio is the most important parameter for observing 
Expected Returns. Higher the Sharpe Ratio, Better would be 
the expected returns. 
Thus, for sure Reliance Money enjoys a competitive 
advantage over its rivals as it provides cheap & superior 
services to its investors in addition to customer satisfaction 
and better returns. 

3. Insurance : In Insurance schemes, the nearest competitors 
of Reliance are TATA and LIC. The methodology employed 
for comparison is Chi-Square Test of Independence under 
Statistical Hypothesis.  

Here, the Null Hypothesis (H01) is accepted which 
states that Investment tendency of customers in Insurance 
is independent of company. A Low value of Contingency 
Coefficient (C=0.0000575) which measures the strength of 
Association further verifies the Independence.  

When Product Differentiation is taken into account, 
the result is again the same. 

I. Introduction 

hether it’s retiring early, saving for children’s 
education, paying off a loan or to live a secured 
and satisfied life everyone has dreams they can 

achieve  by   investing  their    savings.    However,   the  
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question that arises is that, should one leave his money 

tucked away in the bank or plough it into the stock 
market where the potential for higher returns is greater 
but the chances of losing money is higher? Deciding 
where to invest depends on one`s attitude towards risk 
(one`s capacity to take risk and one`s tolerance 
towards risk) and the investment horizon and non-
availability of guaranteed-return investment products.

 This report does a Comparative Analysis of 
different Financial Products of the Reliance Money with 
its nearest competitor and develops a Hypothesis for 
the same to check if there is any advantage of 
Investment Avenue in Reliance Money.

 The Descriptive Research Methodology was 
used for Data collection purpose which included 
Personal Interviewing, Telephonic Interviewing, Survey 
Methods Combinations and Closed-Response 
Questionnaires. Some Survey Errors like Non-response 
errors due to Refusals, Inaccuracy in Response and 
Interviewer Error were also observed. E- Data providing 
services like Custom Search Service, Agents & Free 
Information Providers also helped a lot in gathering 
information.

 Financial Products & Services in R-Money can 
be broadly segmented into three domains namely 
Equity, Insurance (Life Insurance & General Insurance) 
and Mutual Funds.

 
II.

 
Equity Investments

 Equity shares represent ownership capital. As 
an equity shareholder, you have an ownership stake in 
the company. This essentially means that you have a 
residual interest in income and wealth. Perhaps, the 
most romantic among various investment avenues, 
equity shares are classified into the following broad 
categories by stock market analysts:

 

 The equities held by private individuals are often 
held via mutual funds or other forms of pooled 
investment vehicle, many of which have quoted prices 
that are listed in financial newspapers or magazines; the 
mutual funds are typically managed by prominent fund 
management firms (e.g. Schroder’s, Fidelity Investments 
or the Vanguard Group). Such holdings allow individual 
investors to obtain the diversification of the fund(s) and 
to obtain the skill of the professional fund managers in 
charge of the fund(s). An alternative, usually employed 
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by large private investors and pension funds, is to hold 
shares directly; in the institutional environment many 

Blue chip shares, Growth shares, Income 
shares, Cyclical shares, Speculative shares.



clients who own portfolios have what are called 
segregated funds as opposed to, or in addition to, the 
pooled e.g. mutual fund alternative.

 
a)

 

Stock Market

 
A stock market or equity market is a public 

market (a loose network of economic transactions not a 
physical facility or discrete entity) for the trading of 
company stock and derivatives at an agreed price; 
these are securities listed on a stock exchange as well 
as those only traded privately.

 
Participants in the stock market range from 

small individual stock investors to large hedge fund 
traders, who can be based anywhere. Their orders 
usually end up with a professional at a stock exchange, 
who executes the order.

 
Some exchanges are physical locations where 

transactions are carried out on a trading floor, by a 
method known as open outcry. This type of auction is 
used in stock exchanges and commodity exchanges 
where traders may enter "verbal" bids and offers 
simultaneously. The other type of stock exchange is a 
virtual kind, composed of a network of computers where 
trades are made electronically via traders.

 
The purpose of a stock exchange is to facilitate 

the exchange of securities between buyers and sellers, 
thus providing a marketplace (virtual or real). The 
exchanges provide real-time trading information on the 
listed securities, facilitating price discovery.. 
Nevertheless, it is the responsibility of policymakers to 
design systems and policies that minimize such risks 
and mitigate their impact.

 III.

 

Mutual Funds

 
Although A mutual fund represents a vehicle for 

collective investment.  When you participate in a scheme 
of a mutual fund, you become a part-owner of the 
investments held under that scheme. The most 
important characteristic of a mutual fund is that the 
contributors and the beneficiaries of the fund are the 
same class of people, namely the investors. The term 
“MUTUAL” means that investors contribute to the pool, 
and also benefit from the pool. 

 
The money held in the trust is divided into 

shares of equal value called “UNITS”.  Investors become 
“unit-holders” and are allocated units

 

based on the 
amount of their investment. The income earned through 
these investments and the capital appreciation realized 
is shared by its unit holders in proportion to the number 
of units owned by them. 

 
Investments in securities are spread across a 

wide cross-section of industries and sectors and thus 
the risk is reduced. Diversification reduces the risk 
because all stocks may not move in the same direction 
in the same proportion at the same time. Mutual fund 
issues units to the investors in accordance with 
quantum of money invested by them. Investors of 
mutual funds are known as unit holders.

 

Thus a mutual fund is the most suitable 
investment for the common man as it offers an 
opportunity to invest in a diversified, professionally 
managed basket of securities at a relatively low cost.

 

IV.

 

Life

 

Insurance 

Life insurance or life assurance is a contract 
between the policy owner and the insurer, where the 
insurer agrees to pay a designated beneficiary a sum of 
money upon the occurrence of the insured individual's

 

or individuals' death or other event, such as terminal 
illness or critical illness. In return, the policy owner 
agrees to pay a stipulated amount at regular intervals or 
in lump sums.

 

Life policies are legal contracts and the terms of 
the contract describe the limitations of the insured 
events. Specific exclusions are often written into the 
contract to limit the liability of the insurer; for example 
claims relating to suicide, fraud, war, riot and civil 
commotion.

 

Special provisions may apply, such as suicide 
clauses wherein the policy becomes null if the insured 
commits suicide within a specified time. Any 
misrepresentations by the insured on the application are 
also grounds for nullification.

 

The face amount on the policy is the initial 
amount that the policy will pay at the death of the 
insured or when the policy matures, although the actual 
death benefit can provide for greater or lesser than the 
face amount. The policy matures when the insured dies 
or reaches a specified age (such as 100 years old).

 

V.

 

General Insurance 

Asian Insurance other than ‘Life Insurance’ falls 
under the category of General Insurance. General 
Insurance comprises of insurance of property against 
fire, burglary etc, personal insurance such as Accident 
and Health Insurance, and liability insurance which 
covers legal liabilities. There are also other covers such 
as Errors and Omissions insurance for professionals, 
credit insurance etc. 

 

Non-life insurance companies have products 
that cover property against Fire and allied perils, flood

 

storm and inundation, earthquake and so on. There are 
products that cover property against burglary, theft etc. 
The non-life companies also offer policies covering 
machinery against breakdown, there are policies

 

that 
cover the hull of ships and so on. A Marine Cargo policy 
covers

 

goods in transit including by sea, air and road. 
Further, insurance of motor vehicles against damages 
and theft forms a major chunk of non-life insurance 
business. 
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In respect of insurance of property, it is 
important that the cover is taken for the actual value of 
the property to avoid being imposed a penalty should 
there be a claim. Where a property is undervalued for 
the purposes of insurance, the insured will have to bear 



a ratable proportion of the loss. For instance if the value 
of a property is Rs.100 and it is insured for Rs.50/-, in 
the event of a loss to the extent of say Rs.50/-, the 
maximum claim amount payable would be Rs.25/- ( 50% 
of the loss being borne by the insured for underinsuring 
the property by 50% ). This concept is quite often not 
understood by most insured. 

 

Personal insurance covers include policies for 
Accident, Health etc. Products offering Personal 
Accident cover are benefit policies. Health insurance 
covers offered by non-life insurers are mainly 
hospitalization covers either on reimbursement or 
cashless basis. The cashless service is offered through 
Third Party Administrators who have arrangements with 
various service providers, i.e., hospitals. The Third Party 
Administrators also provide service for reimbursement 
claims. Sometimes the insurers themselves process 
reimbursement claims. 

 

Accident and health insurance policies are 
available for individuals as well as groups. A group 
could be a group of employees of an organization or 
holders of credit cards

 

or deposit holders in a bank etc. 
Normally when a group is covered, insurers offer group 
discounts.

 

Liability insurance covers such as Motor Third 
Party Liability Insurance, Workmen’s Compensation 
Policy etc offer cover against legal liabilities that may 
arise under the respective statutes— Motor Vehicles Act, 
The Workmen’s Compensation Act etc. Some of the 
covers such as the foregoing (Motor Third Party and 
Workmen’s Compensation policy) are

 

compulsory by 
statute. Liability Insurance not compulsory by statute is 
also gaining popularity these days. Many industries 
insure against Public liability. 

 

There are liability covers available for Products 
as well.

 

There are general insurance products that are in 
the nature of package policies offering a combination of 
the covers mentioned above. For instance, there are 
package policies available for householders, shop 
keepers and also for professionals such as doctors, 
chartered accountants etc. Apart from offering standard 
covers, insurers also offer customized or tailor-made 
ones. 

 

Suitable general Insurance covers are 
necessary for every family. It is important to protect 
one’s property, which one might have acquired from 

one’s hard earned income. A loss or damage to one’s 
property can leave one shattered. Losses created by 
catastrophes such as the tsunami, earthquakes, 
cyclones etc have left many homeless and penniless. 
Such losses can be devastating but insurance could 
help mitigate them. Property can be covered, so also 
the people against Personal Accident. A Health 
Insurance policy can provide financial relief to a person 
undergoing medical treatment whether due to a disease 
or an injury.

 

It is important for proposers to read and 
understand the terms and conditions of a policy before 
they enter into an insurance contract. The proposal form 
needs to be filled in completely and correctly by a 
proposer to ensure that the cover is adequate and the 
right one.

 

VI.

 

Findings & Observations

 

a)

 

Equity 

 

In Equity Trading, the nearest competitor of 
Reliance Money is ICICI. In order to check which 
company provides the better trading platform, we did a 
Hypothesis Testing of the same.

 

Here we took the 
database of those customers who were having their 
DMAT accounts with both the companies. The sample 
size taken was 697. The methodology employed for 
comparison is Factorial Design (Two-way ANOVA) under 
Statistical Hypothesis. The required

 

Hypothesis 
Statements are:

 

H01: Profits generated using Tips & Techniques of 
Reliance Money in equity market are equal to the profits 
generated using Tips & Techniques of ICICI Securities.

 

Ha1: Profits generated using Tips & Techniques of 
Reliance Money in equity          market are not equal to 
the profits generated using Tips & Techniques of ICICI 
Securities.

 

H02: All Means of Investment-range/month are equal.

 

Ha2: Not all means are equal.

 

H03: There is no interaction effect.

 

Ha3: Interaction effect is present.

 

The observed ANOVA table is:
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Findings 
i. The observed F value for interaction effect is 

0.0883. Because this value is less than the critical 
table value (1.578), no significant interaction 
effects are evident. Thus it is possible to examine 
the main effects. 

ii. The critical value of F at 0.05% significance level 
is 3.85 for H01 which is more than the observed F 
value (1.07); so we accept the NULL Hypothesis 
(H01). Thus, Profits generated using Tips & 
Techniques of Reliance Money in equity market 
are equal to the profits generated using Tips & 
Techniques of ICICI Securities. 

iii. The critical value of F at 0.05% significance level 
is 1.56 for H02 which is less than the observed F 
value (398.11); so we reject the NULL Hypothesis 
(H02). 

Thus Reliance Money provides satisfactory Tips 
& Techniques and thus generates acceptable revenue 
for its customers which is atleast equal to the 
competitors.

 

The approximately equal value in profits for the 
customers of both companies confirms the hypothesis.

 

b)

 

Mutual Funds

 

In Mutual Funds, the nearest competitor of 
Reliance is ICICI Prudential. Since there are a large 
number of funds, we broadly classify them into 3 types 
namely Equity funds, Debt Funds & Liquid Funds. The

 

returns for 1, 3 & 5 years are taken with January 2011 as 
the calculating month. Entire database including returns 
is provided on the homepages of the two companies. 
The methodology employed for comparison is Factorial 
Design (Two-way ANOVA) under Statistical Hypothesis. 
The required Hypothesis Statements are:

 

H01: Returns of both companies are equal i.e. µreliance 
= µicici

 

Ha1: Returns of both companies are not equal i.e. 
µreliance ≠ µicici

 

H02: Returns in Mutual Funds of Reliance Securities is 
greater than returns in   Mutual Funds of ICICI Securities 
in fluctuating market scenario. 

 

Ha2: Returns in Mutual Funds of Reliance Securities is 
less than returns in   Mutual Funds of ICICI Securities in 
fluctuating market scenario.

 

H03: There is no interaction effect.

 

Ha3: Interaction effect is present.

 

The observed ANOVA table is:

 
 
 
 
 
 
 
 
 
 

ANOVA
Source of Variation SS df MS F P-value F crit

Sample 4876.343 2 2438.171 4.980449 0.0266187 3.885293835
Columns 347.7607 1 347.7607 0.71037 0.4158044 4.747225336
Interaction 762.8562 2 381.4281 0.779143 0.4806831 3.885293835
Within 5874.582 12 489.5485

Total 11861.54 17
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The observed REGRESSION table is:

Regression Statistics BETA Regression Statistics SHARPE RATIORegression Statistics TREYNOR RATIO
Multiple R 0.04198231 Multiple R 0.944832252 Multiple R 0.935106768
R Square 0.001762514 R Square 0.892707985 R Square 0.874424668
Adjusted R Square -0.060627329 Adjusted R Squ 0.886002234 Adjusted R Square 0.866576209
Standard Error 0.146338081 Standard Error 0.047976009 Standard Error 0.051903015
Observations 18 Observations 18 Observations 18

SUMMARY OUTPUT MULTIPLE REGRESSION

Regression Statistics
Multiple R 0.996151967
R Square 0.992318742
Adjusted R Square 0.988128964
Standard Error 0.015481757
Observations 18

ANOVA
df SS MS F Significance F

Regression 6 0.340605779 0.05676763 236.8428381 5.63844E-11
Residual 11 0.002636533 0.000239685
Total 17 0.343242312

Coefficients Standard Error t Stat P-value Lower 95%
Intercept -0.189711452 0.052374172 -3.622232945 0.004010765 -0.304986228
Beta 0.188904085 0.101203952 1.866568265 0.088826179 -0.033844311
S.D. 0.034658274 0.011544286 3.002201566 0.012032401 0.009249471
R Squared -0.088197771 0.056434464 -1.562835276 0.146384321 -0.212409187
Sharpe Ratio 5.109169028 1.161834591 4.397501216 0.001067617 2.551988336
Treynor Ratio -0.128843611 0.199649878 -0.645347807 0.53193187 -0.568270029
P.T. Ratio -0.004430398 0.003581746 -1.236938034 0.241866989 -0.012313768



 

 

 

Findings

 

i.

 

The observed F value for interaction effect is 
0.779143. Because this value is less than the critical 
table value (3.885294), no significant interaction 
effects are evident. Thus it is possible to examine 
the main effects.

 

ii.

 

The critical value of F at 0.05%

 

significance level is 
3.885294

 

for H01 which is less than the observed F 
value (4.980449); so we reject the NULL Hypothesis 
(H01). Thus, Returns are not equal for both the 
companies.

 

iii.

 

The critical value of F at 0.05%

 

significance level is 
4.747225

 

for H02 which is more than the observed F 
value (0.71037); so we accept the NULL Hypothesis 
(H02). Thus, Returns in Mutual Funds of reliance 
Securities are greater than returns in   Mutual Funds 
of ICICI Securities in fluctuating market scenario.

 

Thus returns given by the Mutual Funds of Reliance 
are better than that given by ICICI.

 

iv.

 

On comparing different Volatility Parameters with 
Returns, it is found that Correlation Coefficient is 
approximately equal to zero for ��, S.D. and Portfolio 
Turnover Ratio. It implies that there is no correlation 
between returns and these figures. Also Returns are 
highly positively correlated with Sharpe Ratio and 
Treynor Ratio. This fact is further verified by R2 value 
(Coefficient of determination).

 
 

 
v.

 

The high value of R square (0.99) for multiple 
regression signifies high positive correlation 
between Returns and variables.

 
vi.

 

The Regression equation is:

 
Returns 
= -0.1897+0.1889x1+0.0347x2-0.0882x3+5.1092 x4-
0.1288x5-0.0044x5  

Here we see that Sharpe Ratio is the most 
important parameter for determining Expected Returns.

 

  In Insurance schemes, the nearest competitors 
of Reliance are TATA and LIC. It was being observed 
that the choice of the Insurance Scheme by the 
customers is not dependent on the company. Each 
company was having some unique products. So in 
order to check if the investment in Insurance Schemes

 
is 

independent of company, we did Hypothetical Testing. 
We observed that a total of 154 policies were being sold 
by R-Money in the month of January 2010 and the 
customers invested in Reliance, TATA & LIC policies.   
The methodology employed for comparison

 
is Chi-

Square Test of Independence under Statistical 
Hypothesis. 

 The required Hypothesis Statements are:
 H01: Investment tendency of customers in Insurance 

policies is independent of company.
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Ha1: Investment tendency of customers in Insurance 
policies is dependent of company.

The observed Chi-square distribution is:

The observed Chi-square distribution after 
considering product differentiation is:     

 
  

    

Findings

i. Here in first snapshot, the Critical value of Chi 
variable is 12.6 at 0.05 significance level which is 
more than the observed value (0.000713772).  Thus, 
the NULL Hypothesis is accepted. Thus, tendency 
of customers in Insurance policies is independent of 
company. 

ii. The Low value of Contingency Coefficient 
(C=0.00005751742), which measures the strength 
of Association, further verifies the independence.

iii. When Product Differentiation is taken into account, 
the critical value of Chi Variable is 31.41 at 0.05 
significance level which is again more than the 
observed value (0.7167). Thus, again as shown in 
2nd snapshot, we can say that the tendency of 
customers in Insurance is still independent of 
company.

Thus, customers are indifferent for the 
company. All they need is just a good policy meeting 
their requirements.

Thus, overall we can say that Reliance Money 
enjoys a competitive advantage over its rivals as it 
provides cheap and superior services to its investors in 
addition to customer satisfaction and better returns.
Findings
i. Here in first snapshot, the Critical value of Chi 

variable is 12.6 at 0.05 significance level which is 

c) Insurance


