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ABSTRACT 

Indian economy is growing at an extremely high speed. The greater part of the Foreign Institutional 

Investments is investing in India because of its critical development. These FIIs however they are investing 

in the nation, they not just invest revenue driven they additionally are affecting the development of stocks in 

stock markets. The topic of quantitatively measuring the effect of FII inflows is pertinent here as a large 

portion of the developing nations are interested to go for FII instead of fonna1 legally binding arrangements 

for foreign credits. Nonetheless, in undertaking any examination of the effect of FII, it should be borne in 

mind that FII flows record in the financial flows, which might possibly compare to changes in the capital for 

countries. 
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INTRODUCTION 

Foreign capital assumes a significant part in the improvement of any economy. It overcomes any issues 

between homegrown savings and the investment required for development. However, this investment 

restricted the extent of development, as credits were not promptly accessible. Thus, nations have energized 

foreign investment by allowing them to invest vigorously in recorded organizations. This prompted the 

advancement of stock markets. The term Foreign Institutional Investor is defined by SEBI as under: 

"Signifies an institution set up or incorporated external India which proposes to make investment in India in 

protections. Given that a homegrown resource the board organization or homegrown portfolio administrator 

who oversees reserves raised or gathered or brought from outside India for investment in India for a sub-

account, will be considered to be a Foreign Institutional Investor."  

Foreign Investment alludes to investments made by inhabitants of a nation in financial resources and 

creation cycle of another nation. Elements covered by the term 'FII' include "Abroad benefits reserves, 

common assets, investment trust, resource the executives organization, nominee organization, bank, 

institutional portfolio chief, college reserves, enrichments, establishments, magnanimous trusts, altruistic 

social orders etc.(fund having in excess of 20 investors with no single investor holding more than 10% of the 

offers or units of the asset)" (GOI (2005)). FIIs can invest their own assets just as invest for the benefit of 

their abroad customers enrolled as such with SEBI. 

LITERATURE REVIEW 

MADHAVI (2014) demonstrated that stock market assumes a significant part in the Indian economy. The 

economy headings can be estimated by how the unpredictability index moves. Albeit financial industry 
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influenced by the financial emergency so stock market is seen to be hazardous spot. Yet, CAPM, Portfolio 

Diversification and APT consistently end up being viable to deal with the danger of market.  

 

REHMAN ET AL. (2012) explained that how they tried the feeble structure effectiveness of emerging 

south Asian stock markets for example Karachi Stock Exchange of Pakistan, 25 Bombay Stock Exchange of 

India and Colombo Stock Exchange (CSE) of Sri Lanka. It was discovered that CSE is the Weak structure 

effective market.  

LOOMBA (2012) endeavored to build up an understanding of the elements of the trading conduct of FIIs 

and impact on the Indian value market. The investigation gave the proof of huge positive connection 

between's FII movement and impacts on Indian Capital Market. The investigation likewise found that the 

developments in the Indian Capital Market are reasonably explained by the FII net inflows.  

MOBAREK AND FIORANTE (2014) determined whether the value markets of Brazil, Russia, India and 

China (BRIC) might be viewed as frail structure proficient as of late. The significant findings indicated that 

the outcomes from the last sub-periods, including the subprime emergency, uphold the conviction that these 

markets may have been approaching a condition of being genuinely powerless structure proficient, which 

mirrors the future possibilities of BRIC nations.  

MASTER (2011) investigated four schedule abnormalities, viz., Day of the Week impact, Monthly impact, 

Turn of the month impact and Month of the year impact across five nations of South Asia. The day of the 

week impact, was found to exist in Sri Lanka and Bangladesh; and the intra-month return consistency, 

regarding Monthly impact and Turn of the month impact, was available in the Indian market. The strange 

conduct was not pervading across the five nations and there was little influence of one market over the other, 

most definitely. 

GROSS DOMESTIC PRODUCT 

Gross domestic product is an unduplicated all out of money related estimations of item created in different 

kinds of financial exercises during a given period, for example one year. It is called as homegrown item 

since it is the estimation of final products and ventures delivered locally within the nation during a given 

period for example one year. Henceforth in practical structure GDP= GNP-Net factor income from abroad. 

In India GDP is determined at market cost and at factor cost. Gross domestic product at market cost is the 

amount of market estimations of the relative multitude of final merchandise and ventures created in the 

homegrown domain of a nation in a given year. Essentially, GDP at factor cost is equivalent to the GDP at 

market costs minus indirect charges in addition to appropriations. It is called GDP at factor cost since it is 

the summation of the income of the components of creation.  

Further, GDP can be assessed with the assistance of either (a) Current costs or (b) steady costs. On the off 

chance that homegrown item is assessed based on market costs, it is known as GDP at current costs. Then 

again, on the off chance that it is determined based on base year costs prevailing eventually of time, it is 

known as GDP at steady costs. In fact, in a dynamic economy, costs are very delicate because of the 

variances in the homegrown just as international market. In request to separate the vacillations, the 

appraisals of homegrown item at current costs should be changed over into the homegrown item at steady 

costs. Any increase in homegrown item that happens because of increase in costs can't be called as the 

genuine increase in GDP. Genuine GDP is assessed by converting the GDP at current costs into GDP at 

consistent costs, with a fixed base year. In this specific circumstance, a GDP deflator is utilized to change 

the GDP at current costs over to GDP at steady costs. The current investigation utilizes GDP at factor cost 

(GDPFC) with steady costs as one of the informative variable to the FII inflows into India for the total 

examination. 

RESEARCH METHODOLOGY 

Most of this exploration is directed by making utilization of optional wellsprings of information which 

includes diaries, articles, books, magazines, papers, Internet and other electronic sources. 
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Qualitative Data: 

This information has been gathered by Studying the premise on which the foreign institutional investors 

entered Indian Stock Market and there enter and leave system and its effect on Indian economy. 

Quantitative Data: 

This data has been collected by studying the market capitalization of foreign institutional investors and their 

cumulative effect on stock market. 

RESULT AND DISCUSSION 

TABLE 1.1: FII FLOW IN INDIA 

Amount in Rs. Crores 

Years FII inflows in India 

1991-92 409 

1992-93 1094 

1993-94 2018 

1994-95 4312 

1996-97 9654 

1998-99 13548 

1999-00 12343 

2000-01 10311 

2001-02 10368 

2002-03 18486 

2003-04 13711 

2004-05 11789 

2005-06 14653 

2006-07 24613 

2007-08 70630 

2008-09 98664 

2009-10 123025 

2010-11 147386 

2011-12 171747 

2012-13 196108 

2013-14 220469 
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Stream of FII 1table 1.1 and figure 1.1 is playing a critical and contributory job in the monetary development 

of the nation. In 2008-09, India's FII contacted Rs. 123025 crores up 56% against Rs. 98664 crores in 2007-

08 and the nation's foreign trade holds contacted another high of Rs.1283865 crores in 2009-10. Because of 

India's monetary changes, the nation's yearly development rate has found the middle value of 5.9% during 

1992-93 to 2013-14. 

 

FIGURE 1.1: movement of FII flow in India 

Notwithstanding a few worries about the huge monetary shortage, India speaks to a promising 

macroeconomic story, with potential to sustain high financial development rates. According to a review led 

by Ernst and Young19 in June 2008 India has been appraised as the fourth most alluring investment 

destination on the planet after China, Central Europe and Western Europe. Additionally, UNCTAD's World 

Investment Report76 2005 considers India the second most appealing investment destination among the 

Transnational Corporations (TNCs). This could be credited to the quick development of the economy and 

good investment measure, liberal strategy changes and procedural unwinding made by the public authority 

every now and then.  

 

GDP is utilized as one of the independent variable. The gigantic development in GDP (figure 1.2, Table-1.2) 

since 1991 put the economy in the tip top gathering of 12 nations with trillion dollar economy. India makes 

its essence felt by making striking advancement in information innovation, top of the line administrations 

and information measure administrations. By achieving a development pace of 9% in three continuous years 

opens new roads to foreign investors from 2004 until 2010, India's GDP development was 8.37 percent 

reaching a recorded high of 10.10 percent in 2006. 

TABLE 1.2: GROSS DOMESTIC PRODUCT 

Amount in Rs. crores 

Years GDP at factor cost 

1991-92 1099072 

1992-93 1158025 

1993-94 1223816 

1994-95 1302076 

1996-97 1396974 

1998-99 1508378 
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1999-00 1573263 

2000-01 1678410 

2001-02 1786525 

2002-03 1864301 

2003-04 1972606 

2004-05 2048286 

2005-06 2222758 

2006-07 2388768 

2007-08 2616101 

2008-09 2871120 

2009-10 3129717 

2010-11 3339375 

2011-12 3534768 

2012-13 3867345 

2013-14 3952938 

 

 

FIGURE 1.2: GROSS DOMESTIC PRODUCT 

India's different economy pulls in high FII inflows because of its tremendous market size, low compensation 

rate, enormous human resources (which has profited gigantically from outsourcing of work from created 

nations). In the current decade India has seen phenomenal degrees of financial extension and furthermore 

observed solid development of exchange. Gross domestic product mirrors the potential market size of Indian 

economy. 

CONCLUSION 

This examination is completed to examine the effect of select full scale monetary factors on stock, gold and 

silver returns by using linear relapse method. The conduct of nominal and genuine returns at different 

degrees of inflation, GDP, IIP and Money Supply is considered. The interdependence of the profits on stock, 

gold and silver is additionally distinguished. The following ends rise out of the investigation: GDP shows an 

0

1000000

2000000

3000000

4000000

5000000

am
o

u
n

t 
in

 R
s.

 c
rs

years

Gross Domestic Product  

http://www.jetir.org/


© 2019 JETIR February 2019, Volume 6, Issue 2                                                                  www.jetir.org (ISSN-2349-5162) 

JETIR1902D67 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org 1161 
 

immediate connection with stock return and an inverse connection with gold and silver returns. All in all it 

was seen that the full scale financial factors and stock returns are emphatically related. 
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