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ABSTRACT 

Foreign Investment plays a significant role in the economic development of both developing as well as developed 

countries. Many countries are integrated and pursuing their international operations due to foreign investment. It is fact 

that Foreign investors provides an access to the foreign capital along with it helps to provide the most contemporized 

technology, many tools of innovation and various harmonious skills. The Bharatiya Janata Party (BJP)-led National 

Democratic Alliance (NDA) government has introduced a multitude of economic programs since 2014. Make in India, 

Digital India, Smart Cities, Skill India, Housing for All and Start Up India are the government’s major leading economic 

projects being initiated in Indian economy. The current study will contribute to study the impact of Make in India 

movement on Indian Stock market in the context of Foreign Institutional Investors (FIIs). For the purpose of analysis, 

data of FIIs has been examined for the period from September, 2014 upto December, 2015. The empirical findings 

clearly demonstrate that Indian stock market is exhibiting the seasonal movements in the period under study. 

Keywords: Foreign Direct Investment, infrastructure, fluctuation, investment, Bse-Sensex, FPI. 

 

FII AND ITS ROLE IN THE CURRENT INDIAN ECONOMIC DEVELOPMENT 

 

SECTION I: INTRODUCTION 

Every country wants to be self-sufficient by producing for their people. The country like India which is on the 

fast pace of development, is rich in resources whether the resources are natural resources or skilled labor. 

There is need to best utilize these resources to make products that can meet the requirements of population of 

India rather than importing from the other country. 

By taking this view, the BJP lead NDA government, came into power in May 2014 and on Sep 25, 2014 our 

Prime Minister Mr. Narendra Modi launched a campaign i.e. “MADE IN INDIA”, through which he 

invited the foreign companies to directly invest in India through FDI. The campaign was attended by large 

number of business tycoons and high officials, while some did not get opportunity to attend the event due to 

limited seats. About 3000 companies from 30 different countries are invited for the launch. 

The recent visit of Prime Minister to different nations like United States, Japan, SAARC countries are also a 

part of inviting other countries and to contribute in “MADE IN INDIA” through their investment. After the 

launch of this event, there is a strong confidence of foreign investors in India and Prime Minister Mr. Modi is 

looking positively towards this launch. 

There is a positive impact of industrial production and FDI inflows after the launch of event (Sangwan 

Seema, 2015). The Companies like Google, Goldsman sachs, General electric, Cargil, Facebook and many 

more already show their interest in this project and they already started investing in our country. In 2013-14 & 

2014-15, the FDI investment was 1, 47,518croresand 1, 14,047 crores respectively. It is observed that 

Mauritius is known with highest contribution in FDI inflows with 401,821 crores during the period April 

2000 – November 2014. The main motive of Made in India is to make the country a manufacturing hub (Dr. 

Sukamal Dutta & Abhik Data, 2015). 
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MAKE IN INDIA and MADE IN INDIA is not an easy task, it needs lots of key issues to be tackle by the 

Government as well as people of the country, and then only this project will be successful.India attracted $31 

billion investment in the first half of 2015 in comparison to $28 billion and $27 billion of China and US 

respectively.10% of India‟s GDP is based on construction, infrastructure sector, 7% of GDP is contributed by 

automobile sector. 100% FDI is permitted in construction sector for cities and townships, automotive sector, 

Pharmaceuticals, Railways, chemical sector, textile under automatic route in some areas of sector. FDI in 

service sector is increased by 46% and insurance sector increased from 26% to 49% in 

2014(http://en.m.wikipedia.org). 

The foreign investors can invest through two means FDI and FIIs. FIIs are the investment made by foreign 

institutional investors indirectly in the foreign country. FIIs can invest in stock market by investing in various 

market instruments like equity, debts, mutual funds etc. After the launch of MADE IN INDIA, FIIs are keen 

to invest in India and there are positive sentiments among foreign investors. Thus there is need to check 

whether there is any positive association between foreign investors and MAKE IN INDIA launch likewise it 

has association with FDI. To check, this study comprehends the position of FIIs and its effect on BSE 

SENSEX after the launch of “MADE IN INDIA” campaign. Made in India initiative brings liberal in many 

sectors and it leads India Top destination for foreign direct investment in the year 2015, whereas it was on 15
th
 

ranking in the year 2013 (wap.business – standard. Com). 

 

SECTION II: REVIEW OF LITERATURE 

The India is emerging as the economic power in the world. The rise in GDP, GNP suggests the growth of 

country‟s economic position. Since 1991, the economic liberalization has been initiated in India. The 

economic policies were made liberal to make more market oriented and in Sep 1992, the gates for foreign 

investors were opened by India and in 1993, portfolio investment for foreigners in equity were opened 

(Shrivastav Anubha, 2013). The developing nation like India needs contribution from foreign resources to 

outsource their funds through foreign direct investment (FDI) and foreign institutional investors (FIIs). 

FDI plays a key role in Indian economy. FDI refers to the net inflows of investment to acquire a lasting 

management interest in an enterprise operating in other economy i.e. foreign country. The rules of foreign 

direct investment and exchange rate fluctuation lead a negative effect on the investing country. Thus after 

“MADE IN INDIA” campaign launched on Sep 2014, the liberalized FDI norms are required in our country 

(Sangwan Seema, 2015). Our Prime Minister Mr. Narendra Modi has very positive image among foreign 

investors and his knowledge & broader vision is also appreciated by foreign investors. But in current political 

scenario if one political party is doing well, other party find lots of ways to stop them. It is also analysed that 

to make this campaign successful, it is necessary to convince and motivate both opposition parties & 

opposition led state governments and need is to create a friendly environment for foreign investment (Datta 

sukamal & Datta Abhik, 2015 and Jha Srirang, 2015). 74% Indian firms are also planning to increase their 

operations by targeting other markets while 62% of them plan to seek FDIs and FIIs for expansion. 60% of 

firm wants to expand their location by setting in other states. To make this campaign successful Delhi 

Mumbai consider (DMIC) project is one of the most innovative infrastructure projects, which includes 1,483 

km log high capacity western dedicated railway foreign contractor (DFC) as the backbone. 

With the cooperation of Government, Opposition, Corporate and Public, India will definitely become a 

manufacturing hub. It is noticed that the FDI inflows was 8% in FY 2014 and it raises upto 15% during first 

half of FY 2015 (Bhalla Abhijeet, sharma S P, 2015). The factors which cause inflow of foreign investment 

are employment to population, hourly compensation cost, market growth rate and ease of doing business. 

Policies should be made around there factors to boost the inflow of foreign capital (Kansal Purva & Tuli 

harsha, 2015). 
If the governance of NDA government continues in current manner, there is a hope that there will be growth 

in manufacturing sector and various measure of generating employment will take place. It is view that around 

51% of workforce is employed in agricultural sector & 22% in manufacturing sector (Bharowaty Gunjan, 

2015 and Malhotra Bhavya, 2014).  

http://en.m.wikipedia.org/
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Likewise FDI, the FII also brings foreign capital in Stock Market and it is very significant for Indian stock 

market. Indian stock market has seen various good and bad times which brings changes and challenges for the 

country. The role of foreign investors in Indian stock market also face lots of challenges and now the phase 

has come when the share of FIIs in Indian stock market is increasing (Dr. Desai N Jayesh, Mrunal, 2014). 

The foreign institutional investors can invest in equity, debt, mutual funds. Thus the investment definitely put 

an impact on the rise or fall of Indian stock market. The purchasing and selling depends on various macro-

economic variables and the economy as a whole (Joshi k vikram & Saxena Richa, 2011). 

The determinants affect flows of FII and the country which opened its economy to foreign capital following a 

foreign exchange crisis when there is large outflow in foreign capital.Moreover it is also observed that foreign 

investors invested more in companies with a higher volume of shares owned by general public rather than 

family shareholding of promoters (Prasanna P. Krishna, 2008). 

Thus “MAKE IN INDIA” is one of the schemes to pull back the economy from clutches of recession. It will 

impose GDP while consequently improve the economic condition of the country (Soundhariya S, 2015 and 

Deloitte, 2015). According to fitch a global rating agency, the foreign investors are highly confident after the 

post general elections in 2014 and this injected global liquidity into capital markets, raise the prices earning 

ratios thereby reduce the cost of capital & bring the best international governance practices. (Kaur 

Shaminder, Kaur Gurloveleen). Thus the effect of foreign investment affects the economy of India and 

fruits of “MAKE IN INDIA” will reap in next couple of years (Dr. Ramana TV, 2015). 

 

SECTION III: RESEARCH METHODOLOGY 

 

OBJECTIVES OF THE STUDY 
1. To check the effect of Make in India on Indian stock market. 

2. To find out the effect of FII on BSE Sensex after the launch of “Make in India” campaign during the 

period of Sep 2014 – Dec 2015. 

3. To study the role of FIIs investment and its contribution in fluctuation of BSE Sensex. 

The research processed the data empirically and statistical tools are used to prove the significant impact of 

variable on other variable. The correlation and descriptive statistics used to validate the research. 

Period of the study:- The study is related to the effect of Foreign Institutional Investors (FIIs) on BSE Sensex 

appear the launch of “Made in India” campaign on Sep 25, 2014. Thus the study includes monthly data of FIIs 

invested in equity and debt from the period Sep 2014 to Dec 2015. 

Source of data:- The data is collected from the secondary sources which include journals, websites, articles, 

reviews of experts are used. 

Foreign Institutional Investors - “Foreign Institutional Investor” means an institution established or 

incorporated outside India which proposes to make investment in India in securities (SEBI Regulation, 1995). 

FII invest in financial markets like money market, stock market and foreign exchange market. Thus, it is very 

important for the country to maintain continuous inflow from FII in financial market. 

 Foreign direct investment (FDI) and Foreign Institutional Investment (FII) are the channels through which 

developing country get access capital in terms of foreign currency. It also helps them to increase in their 

foreign exchange reserve. 

In economic survey 2012-13 indian stock markets gave second highest returns globally, contributed largely by 

higher inflows from Foreign institutional investors (Joshi Mrunal & Desai J). 

Foreign Portfolio Investors Transaction Process:-   The process through which Foreign Portfolio Investors 

purchase and sale their equity are described as below which include placing purchase and sale order with the 

help of trading member, stock exchange, custodian, tax consultant, clearing bank and FPI‟s Bank Overseas. 
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(www.bseindia.com/staic/fpi/FPITtransactionflowequitypurchase.aspx?expandable=1) 

 

(www.bseindia.com/staic/fpi/FPITtransactionflowequitypurchase.aspx?expandable=1) 

http://www.bseindia.com/staic/fpi/FPITtransactionflowequitypurchase.aspx?expandable=1
http://www.bseindia.com/staic/fpi/FPITtransactionflowequitypurchase.aspx?expandable=1
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SECTION IV: ANALYSIS AND INTERPRETATION 

Monthly FPI/FII Net Investments  

 
INR crores 

Calendar Year Equity Debt Total 

Sep-14 5,103 15,869 20,972 

Oct-14 -1,172 17,903 16,732 

Nov-14 13,753 11,723 25,476 

Dec-14 1,036 11,188 12,225 

Jan-15 12,919 20,769 33,688 

Feb-15 11,476 13,088 24,564 

Mar-15 12,078 8,645 20,723 

Apr-15 11,721 3,612 15,333 

May-15 -5,768 -8,504 -14,272 

Jun-15 -3,344 1,737 -1,608 

Jul-15 5,319 4 5,323 

Aug-15 -16,877 -647 -17,524 

Sep-15 -6,475 692 -5,784 

Oct-15 6,650 15,701 22,350 

Nov-15 -7,074 -3,752 -10,826 

Dec-15 -2,817 -5,488 -8,304 

(https://www.fpi.nsdl.co.in/Reports/Yearwise.aspx?RptType=6) 
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Data of Bse Sensex 

    Period :  Sep 14  to Dec15 

    Month Open High Low Close 

Sep-14 26,733 27,355 26,220 26,631 

Oct-14 26,681 27,894 25,911 27,866 

Nov-14 27,943 28,822 27,740 28,694 

Dec-14 28,748 28,810 26,469 27,499 

Jan-15 27,486 29,844 26,776 29,183 

Feb-15 29,144 29,560 28,044 29,362 

Mar-15 29,533 30,025 27,248 27,957 

Apr-15 27,955 29,095 26,898 27,011 

May-15 27,205 28,071 26,424 27,828 

Jun-15 27,771 27,969 26,307 27,781 

Jul-15 27,824 28,578 27,416 28,115 

Aug-15 28,089 28,418 25,298 26,283 

Sep-15 26,127 26,472 24,834 26,155 

Oct-15 26,344 27,618 26,169 26,657 

Nov-15 26,642 26,824 25,451 26,146 

Dec-15 26,201 26,256 24,868 26,118 

(http://www.bseindia.com/indices/IndexArchiveData.aspx) 
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HYPOTHESIS I: 

HO: There is no significant relationship between BSE SENSEX and equity investment by FIIs. 

H1: There is significant relationship between BSE SENSEX and equity investment by FIIs during the period 

of Sep 2014 – December 2015. 

Descriptive Statistics 

 Mean Std. Deviation N 

Bse Sensex 27455.2994 1075.18123 16 

Equity Investment by 

FIIs 
2283.0000 9010.36542 16 

 

Correlations 

 Bse Sensex 

Equity 

Investment by 

FIIs 

Bse Sensex Pearson Correlation 1 .644
**

 

Sig. (2-tailed)  .007 

N 16 16 

Equity Investment by FIIs Pearson Correlation .644
**

 1 

Sig. (2-tailed) .007  

N 16 16 

**. Correlation is significant at the 0.01 level (2-tailed). 

Inferences:- The table shows that the Pearson‟s r is positive, thus as one variable increases in value, the 

second variable also increase in value. Similarly, as one variable decreases in value, the second variable also 

decreases in value. This is called a positive correlation. In our study, our Pearson‟s r value of 0.644 is positive 

and close to 1. It shows that both variables are correlated to each other. Thus the null hypothesis is rejected 

and alternate is accepted. 

 

HYPOTHESIS II: The second hypothesis under study  

HO: There is no significant relationship between BSE SENSEX and debt investment by FIIs. 

H1: There is significant relationship between BSE SENSEX and debt investment by FIIs during the period of 

Sep 2014 – December 2015. 

Descriptive Statistics 

 Mean Std. Deviation N 

Bse Sensex 27455.2994 1075.18123 16 

Debt Investment by FIIs 6408.7500 9074.39186 16 

 

Correlations 

 Bse Sensex 

Debt Investment 

by FIIs 

Bse Sensex Pearson Correlation 1 .477 

Sig. (2-tailed)  .062 

N 16 16 

Debt Investment by FIIs Pearson Correlation .477 1 

Sig. (2-tailed) .062  

N 16 16 
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Inferences:- This means that there is a weak relationship between your two variables. This means that 

changes in one variable are not correlated with changes in the second variable. Our Pearson‟s r is 0.477, we 

could conclude that our variables were not strongly correlated. Null hypothesis is accepted. 

 

HYPOTHESIS III: The third hypothesis under study  

HO: There is no significant relationship between BSE SENSEX and total investment by FIIs. 

H1: There is significant relationship between BSE SENSEX and total investment by FIIs during the period of 

Sep 2014 – December 2015. 

Descriptive Statistics 

 Mean Std. Deviation N 

Bse Sensex 27455.2994 1075.18123 16 

Total Investment by FIIs 8691.7500 16275.07087 16 

 

Correlations 

 Bse Sensex 

Total 

Investment by 

FIIs 

Bse Sensex Pearson Correlation 1 .623
**

 

Sig. (2-tailed)  .010 

N 16 16 

Total Investment by FIIs Pearson Correlation .623
**

 1 

Sig. (2-tailed) .010  

N 16 16 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

Inferences:- The table shows that the Pearson‟s r is positive, thus as one variable increases in value, the 

second variable also increase in value. Similarly, as one variable decreases in value, the second variable also 

decreases in value. This is called a positive correlation. In our study, our Pearson‟s r value of 0.623 is positive 

and close to 1. It shows that both variables are correlated to each other. The data shows that null hypothesis is 

rejected and alternate is accepted and there is significant relationship between FII investment and Bse Sensex. 

 

SECTION V: CONCLUDING OBSERVATION 

The major part of investment in Indian market is due to the foreign institutional investors. One primary 

concern to consider FIIs and their impact on Indian stock market is whether these foreign investors (FII) direct 

the Indian stock market. This current study examines whether market movement can be explained by these 

investors and do they have any impact on the stock markets. FII, because of its short-term nature, can have 

bidirectional causation with the returns of other domestic financial markets such as money markets, stock 

markets, and foreign exchange markets. Therefore, understanding the determinants of FII is very important for 

any emerging economy as FII exerts a larger impact on the domestic financial markets in the short run and a 

real impact in the long run. The objective of the study is to find out whether there exist any correlation among 

equity and debt data related to FIIs and to see whether any relationship exists between FII and Indian stock 

market The period covered for the study is from September 25, 2014 upto the period December 31, 2015. The 

results are clearly depicting that there is significant correlation among the equity and debt made by FIIs and 

Sensex values for the period under study. The study conducted observed that investments by FIIs and the 
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movements of Sensex are quite closely correlated in India and FIIs do have significant influence on the 

movement of sensex. Therefore, it can be concluded that FII did have high significant impact on the Indian 

capital market. Moreover, the findings of this study also indicate that Foreign Institutional Investors have 

emerged the most dominant investor group in the domestic stock market in India.  
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