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1. ABSTRACT: 
Economic growth is said to be significantly influenced by capital. Domestic capital is insufficient to cover all 

economic demands for a developing country like India. Foreign funding is essential in that case. FDI and FII are 

the two categories of foreign capital. FDI is regarded as a more dependable source of foreign exchange than FII. 

Nonetheless, the stock market is directly impacted by FII inflows and outflows. FIIs have thus grown to be 

significant participants in the Indian stock market. This study looks at the relationship between FII and Nifty as 

well as the trajectory and pattern of FII flow in India. 

The recent expansion of Indian stock markets has been unprecedented.Growing development and expansion have 

brought about a substantial shift in the patterns of foreign investment in the stock markets.In this regard, the relatio

nship between Nifty and Foreign Institutional Investors (FIIs) is being studied more and more by academics.The pr

imary goal of this study is to examine this relationship across a tenyear period, from 2016 to 2025.The relationship

 between FII and the returns on the NIFTY50 broad market index is examined.This study employs growth trend an

alysis, regression, and correlation to determine the relationship between foreign institutional investors and the nifty 

The financial sector reform, which started in the early 1990s, fundamentally changed India's development strateg

y.  

Using non-debt 

creating capital flows has replaced the original approach of financing the current account deficit mainly through l

oan flows and official development aid. 

Since September 14, 1992, foreign institutional investors (FIIs) have been allowed to invest in financial 

products in India under this strategy. As a result, the Indian financial markets have seen major changes in terms 

of volume, size, depth, and type. Because they supply financing and funds to businesses in developing 

countries, FIIs are essential to emerging economies. Foreign institutional investors are vital to any economy 

since big businesses like investment banks, mutual funds, and others make substantial financial investments in 

Indian markets. These investors typically include investment banks, insurance companies, mutual funds, and 

hedge funds. FIIs typically own stock in global financial markets. The capital structures of the businesses in 

which FIIs are involved have frequently improved as a result of the solid cash inflow.FIIs thus encourage 

financial innovation and the growth of the capital market. An FII's entry could cause a significant swing in the 
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domestic financial markets. 
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2. INTRODUCTION: 

Domestic Institutional Investors (DIIs) and Foreign Institutional Investors (FIIs) are two types of highly 

organised market participants on the Indian Stock Exchange. FIIs are institutional bodies that were fo

unded outside of India, in contrast to DIIs, which are based in India. FIIs view investment opportunitie

s in the Indian stock market primarily based on various economic factors relating to Indian industries 

and the country's overall longterm growth story. FIIs are subject to regulation in India by the Securitie

s and Exchange Board of India (SEBI).Organised investment firms like Foreign Pension Funds, Foreign 

Mutual Funds, Asset Management Companies, and Foreign Securities represent FIIs outside of India. trusts, 

endowment funds, foundations, foreign portfolio managers, and so forth. FII activities have an effect on Indian 

markets, as seen by their regular influence on share prices and related indexes. 

 

Both the stock market as a whole and the various kinds of shares in particular are being impacted by the 

enormous FII inflows. Extreme volatility in share prices and indexes can occasionally be caused by FIIs. They 

have a very opportunistic attitude to investing and are impacted by financial reasons outside of India as well as 

other investment opportunities in other emerging economies, so there isn't a clear pattern to their behaviour. As 

a result, there are many variables that could influence how they invest in the Indian Stock Market. 

 

Investorswhoinvestinthefinancialassetsofanationotherthantheirownarereferredtoasforeigninstitutional investors. 

These investments are done by buying stock, bonds, etc. from companies located in other nations. A "Foreign 

InstitutionalInvestor"isdefined asaninstitutionfoundedorincorporatedoutsideofIndiathatseeksto invest in 

securities in India by the Securities and Exchange Board of India (Foreign Institutional Investors) 

Regulations,1995.Insurance firms,hedge funds,pensionfunds,andmutualfundsmake upthemajorityof FIIs. 

Foreign institutional investments are crucial for developing countries and have significantly impacted capital 

inflows into India. Even while FDI is still the preferred method of bringing in foreign capital, FIIs have proven 

to be quitebeneficial. Since FIIs were permitted inIndia in 1992,there has beena significantchange inthe way 

people invest. The governance structure for FIIs in India has undergone adjustments as well. India was the 

preferredequitiesmarketforinternationalinvestorsin2015,with43%ofthevote,followedbyChinawith26%, 

according to a Bank of America - Merrill Lynch (BofA-ML) survey in which 50 investors took part. The total 

amountofFIIinvestmentinIndianequitiesfor2017wasINR51,252crores.Thisisprimarilyduetothefactthat investors 

seek to profit from their investments in Indian equity markets, demonstrating that there may be some 

relationship between FII investment and stock market success. 
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If there is a correlation between FII investments and stock market performance, it is important to determine 

whether FII investments drive up the stock market performance or whether higher stock market performance 

drives up FII investment. This research article intends to investigate a relationship that has been the subject of 

ongoingempirical and theoretical inquiry. After demonstratinga link between FIIinvestment and Stock Market 

Performance, the cause-effect relationship will therefore be examined because it is conceivable for variables to 

be related but yet not have a cause-and-effect relationship. Bymeasuringthe returns on broad market indices, it 

is possible to gauge stock market performance. Toconductthe analysis, NIFTY has been chosen, and data fora 

10-year time period will be collected. Ten years of FII data (2013-2023) are collected. 

SomemajorimpactsofFIIonstockmarket: 

 Theyincreaseddepthandbreadth ofthe market. 

 Theyplayed major rolein expandingsecuritiesbusiness. 

 Theirattentiononthe fundamentalsofthestockhadledtoeffective pricingofthe stock. 

 Theseeffectsincreasedtheappealofthe Indianstockmarkettobothforeignanddomesticinvestors. 

 TheinfluenceofFIIissogreatthatanytimeFIItendstowithdrawmoneyfromthemarket,localinvestors become 

concerned and do the same. 

 

NATIONALSTOCK EXCHANGE: 

The National Stock Exchange (NSE) is the leading stock exchange in India. It was established in the year 1992 

and it is located in Mumbai. The NSE provides a platform for buying and selling various financial instruments 

suchasequities,derivatives,currencies,andbonds.Itoperatesonanelectronictradingsystem,whichallowsfor 

efficientandtransparenttrading.TheNSEisregulatedbytheSecuritiesandExchangeBoardofIndia(SEBI)and follows 

strict rules and regulations to ensure fair and transparent trading practices. It offers a wide range of products and 

services, including cash equities, equity derivatives, currency derivatives, and interest rate derivatives. 

Thetop50companieslistedontheexchangemakeuptheNifty50,theNSE'spremierindex.Itisfrequentlyused as a 

benchmark for the Indian stock market and is regarded as a sign of both investor confidence and market trends. 

The NSE was crucial in introducing cutting-edge trading technologies and procedures, and it has 

contributedsignificantlytothe growthof the Indiancapitalmarket.IthashelpedtheIndianeconomyexpandby offering 

a stable and effective platform for capital formation and investment. 

TRADINGCOMMODITIES: 

 

Through its subsidiary, NSE Clearing Limited (previously known as National Securities Clearing Corporation 

Limited or NSCCL), the Indian National Stock Exchange (NSE) provides trading in commodities. On the NSE 

platform, the commodity derivatives segment is run by NSE Clearing Limited. Financial instruments known as 

"commodityderivatives"gettheirvaluefromunderlyingcommoditieslikegold,silver,crudeoil,naturalgas,and more. 

Market participants can use these derivatives to speculate on future commodity price movements or to protect 

against price fluctuations. 
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3. LITERATUREREVIEW: 
1. RahulDhiman,(2012),Impactofforeigninstitutionalinvestoronthestockmarket.Theresearchobjective 

istoknowwhetherthestockmarketisaffectedbyforeigninvestment.Thestudycoveredtheperiodfrom 1st April 

2006 to 28th February 2011. The primary source of data is the website of the National Stock Exchange 

wherein we got data regarding daily data on FIIs purchases and sales on NSE and Daily Advances and 

Decline Data of NSE. 

2. BiswaSwaupMisra (2020), The Role of FIIs in the Indian Stock Market. The study uses both dailyand 

monthlydata on Net FIIinflows (surplus of FIIinflows over FIIoutflows) for the period April 2007 and 

December 2011. The causality analysis performed on monthly data reveals that neither net FII inflows 

granger causes return on Nifty nor returns granger cause FII inflows in the four sub-periods. 

 

3. Aditya Vimal, (2022), TheImpact of FII on Indian Economy and Stock Market. The data for the study 

wasgatheredfrom2011to2021andincludedmonthlyFIIflowandNifty50indexdata.Whencollecting 

FIIdata,thetotalamountofnetequityinvestmentwastakenintoaccount.Ouranalysisshowsthatthough 

itappearsinpreliminaryanalysis(plotsimilarityandcorrelationtest)thatthereisastrongcorrelationb/w FII 

Investments and NIFTY50 .this is not the case which gets clear bythe conclusion we can draw from 

regression analysis. 

 

4. RuchikaSikarwar(2018),TheimpactofFIIflowsonthestockmarketperformanceinIndia.Theresearch 

objectivesaretodeterminewhetherthereexistsarelationshipbetweenFIIinvestmentinIndiaandStock market 

performance and to examine the nature of such a relationship. A quantitative approach has been used 

byascertainingvariablesand usingstatisticaltechniquesto understand theimpact of FIIinvestment 

onstockmarketperformance.Thepresentstudyisempiricalinnatureasitisdata-drivenresearchwherein proof is 

sought that certain variables affect other variables in some way. 

 

5. Krishna Kumar, S Sireesha and K Anand, (2018). A Study on the Impact of FII on the Indian Stock 

Market.Themainobjectiveofthisstudyistoknow iftheflowsofFIIinvestmentshaveanimpactonthe 

volatilityand stabilityof the Indian stock market.This paper studies the impact of FIIs on Nifty50 from 

July2015 to February2018 bydividing it into pre and post-demonetization periods. Tools like the ADF 

test, Granger’s causality test, correlation, and regression have been used. There was no causality before 

demonetization, but causalitywas seen after demonetization. Aregression equation has been formulated to 

determine the relationship between FII and Nifty 50 after demonetization. 

 

4. OBJECTIVESOFTHESTUDY: 

Themainobjectiveofthisstudyis: 

 

1. ToanalysetherelationshipofForeign InstitutionalInvestorsontheIndianstockmarket. 

2. ToknowtheimpactofForeignInstitutionalInvestmentontheIndianstock market. 
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3. TounderstandthegrowthtrendofForeignInstitutionalInvestment(FIIs). 

 

5. RESEARCH METHODOLOGY: 

For the purpose of the present study of the effect of FIIs on major Index NIFTY of NSE of the Indian Stock 

Market. The secondary data have been used from various authentic sources primarily from the NSDL website. 

Thedataofthelast10yearsfromthecalendaryear2016tothecalendaryear2026havebeentakenforstudyand analysis. 

The FII Data on a monthlybasis have been extracted from the website of NSDLand the datais part of 

yearlyreports of FII investment in India.On the other side.the most popularequityindex of the NSE, as one of the 

broad markets benchmarks to compare FII Flows with stocks listed on the NSE. It is based on the free float 

market capitalization approach and consistsof 50 financiallystable and reputable Indian corporateslisted on the 

NSE.Theassociationbetween FIIoperationsand the EffectonNSEIndexhasbeenstudiedandexaminedusing a 

variety of statistical methods and tests, notably mean, correlation analysis, and regression analysis. 

 

6. LIMITATIONS: 

 Data for thecash segment oftheequitymarketarecollected;futuresand optionsarenot included. 

 Onlymovementsinequitymarketareobserved,transactionsindebtmarketarenot 

covered. 

 The studyuse of secondarydataislimited, asdifferent websitesdisplaydifferentinformationabout FIIs. 

 Only10yearsofFII data takeninto consideration. 

 

7. DATAANALYSISAND INTERPRETATION: 
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Graph1:GrossPurchasesofFIIfrom2013to2023 
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Theabovegraphshowsyear-wisetotalgrosspurchasesofforeigninvestmentsfromtheyear2016to2025.From the year 

2016 to 2025 the gross purchases increased yearly. In the year 2023, the gross purchases move to 2013048.75 

Crores which is the highest ever total from the last 10 years. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Graph2:GrossSalesofFIIfrom2016to2025 

Thegraphshows year-wisetotalgrosssalesofforeigninvestmentsfromtheyear2016to2025.Inthe year2024 the gross 

sales are highly increased which is 220804.33 Crores. The lowest gross sales were found in the year 2016. 
 

 

 

 

 

 

 

 

 

 

 

 

Graph3:NetPurchases/Salesof FIIfrom2013to2023 

 

 

Theabovegraphshowsyear-wisetotalnetpurchasesandsalesofforeigninvestmentsfromtheyear2013to2023. In the 

years 2014, 2015, 2017 2021 the net purchases and sales move into positive figures. In the years 2016, 2018, 

2019, 2020, 2022,2023 the net purchases and sales move into negative figures. 
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Table 1:Niftyreturnsfrom2013 to 2023 
 

YEAR NIFTYRETURN % 

2014 32.9% 

2015 -3.0% 

2016 4.4% 

2017 30.3% 

2018 4.6% 

2019 13.5% 

2020 16.1% 

2021 25.6% 

2022 15.7% 

2023 2.8% 

 

Graph4: NiftyReturnin%from2016to 2025 

Theabovegraph shows theNiftyreturnsin%fromthe year2016to2025. Theabovereturns aretaken fromthe 

NSDLwebsite. In the year 2017, the return moves into a negative figure apart from that all the year returns in a 

positive figure. The highest return was found in the year 2016 which is 32.9 Percent. 

 

Hypothesis: 

1. H0:There isnosignificantrelationshipbetweenFIIsinvestmentsandnifty. 

2. H1:ThereisarelationshipbetweenFIIsinvestmentsandnifty. 

 

 

CorrelationbetweenFIIandNifty: 

Correlation analysis is a statistical technique used to measure the degree of association or relationship between 

twoormorevariables.Ithelpsdeterminehowchangesinonevariablearerelatedtochangesinanothervariable. 

RETURNIN% 

35 

30 

25 

20 

15 

10 

5 

0 

2016 2017 2086 2019 2020 2021 2022 2023 2024 2025 
-5 

RETURNIN% 

http://www.jetir.org/


© 2026 JETIR September 2026, Volume 13, Issue 9                                                           www.jetir.org (ISSN-2349-5162) 

 

JETIR2609272 Journal of Emerging Technologies and Innovative Research (JETIR) www.jetir.org c665 
 

Correlation istypicallymeasured usingcorrelationcoefficients, whichprovide a numericalvalue that represents the 

strength and direction of the relationship between variables. 

Table2:Correlationanalysis 
 

  Nifty FII 

Pearson Correlation Nifty 1.000 .514 

 FII .514 1.000 

Sig.(1-tailed) Nifty  .042 

 FII .042  

N Nifty 10 10 

 FII 10 10 

a. DependentVariable:NiftyReturn 

INTERPRETATION: 

Correlation has been used to determine the statistical relationship between variables under study FII and CNX 

nifty. Based on the results it can be concluded that there is a moderate positive correlation of 0.51 between FII 

and Nifty. Since the significance value is 0.042 which is less than 0.05, we should reject the null hypothesis. 

There is a relation between FII and Nifty. 

 

Regressionanalysis betweenFIIandNifty: 

Regressionanalysisisastatisticaltechniqueusedtomodeltherelationshipbetweenadependentvariableandone or more 

independent variable. It is commonly used for predicting or explaining the behaviour of the dependent variable 

based on the values of the independent variables. 

Table3:ANOVA 
 

  Sumof 

Squares 

Df Mean Square F Sig. 

1. Regression 10846905.448 1 10626905.668 3.859 0.35(a) 

Residual 28723353.216 10 290213.129   

Total 40150258.684 11    

a. Predictors: (Constant),GrossPurchases 
b. DependentVariable:NiftyReturn 
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Table4:ModelSummary 
 

Model R R Square AdjustedR 

Square 

Std.Errorofthe 

Estimate 

1 .514(a) .245 .188 1643.813563 

a. Predictors:(Constant),Net Values 

 

 

Table5: Coefficient 
 

  Un-standardized 

coefficient 

Standardized 

coefficient 

  

  B Std. error Mean square t Sig. 

1 (Constant) 2902.533 625.188  4.323 .001 

FII .013 .007 .514 1.826 .035 

a. Predictors:(Constant),Net Values 

b. DependentVariable:NiftyReturn 

INTERPRETATION: 

Regression hasbeen used to determinethe strength of the relationship between FII and Nifty. R-Square value is 

24% which means the model explains the24% variation. In other words, the independent variable FII is able to 

explain the 24% variation of the dependent variable Nifty. The p-value is 0.035 which is less than 0.05 which 

means the alternative hypothesis is accepted and there is a significant impact of FII on Nifty. 

 

DESCRIPTIVESTATISTICS: 

Descriptive statistics is a branch of statistics that involves summarizing and describing the main feature or 

characteristics of a dataset. The mean or average is calculated by summing up all the values in a dataset and 

dividingit bythe total number of observations. The median is the middle value of a data set when it is arranged 

in ascending or descending order. It represents the value below and above which 50% of data falls. 

 

 

 

Table6:DescriptiveStatistics 
 

 GrossPurchases GrossSales NetValue 

N 120 120 120 

Mean 90189.5802 88640.0281 1.549653 

Median 91999.0850 8767.2700 1.484053 

Variance 1.16459 1.15159 2.09958 
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INTERPRETATION: 

The above data represent descriptive statistics of the FIIs gross purchase, FIIsgrosssales,NetPurchaseand Sale 

onmonthlybasis. Ihavetakendata April2016toMarch2026(120months)time durationfordataanalysis.The Mean 

value gross purchase is 90189.58 Cr and gross sales is 88640.03 Cr which indicate everymonth purchase is 

higher than sales. The average yearlyNiftyreturn is 14.29% and variance is 24% which indicate Indian stock 

market is more volatile. 

 

GrowthTrendofFIIsfor theperiod 2016-2026: 

Growthtrends quantify therateofgrowthoveraspecified period of time.A growthtrendcan be measured over any 

period of time, such as a month, year or decade. Determining the growth trend can help you predict future 

growth. 

 

Thefollowingformulaisuseful tocalculate the growthtrendanalysis: 

 

 

Growthtrend=CurrentYear– PreviousYearx100 
 

PreviousYear 

 

Table7:GrowthTrendAnalysis: 
 

YEAR NETPURCHASES/SALES GROWTH RATE 

2013 100087.84 - 

2014 74481.55 -25.58% 

2015 63760.56 -14.39% 

2016 -44908.94 -170.43% 

2017 25361.67 277.07% 

2018 -78531.46 409.64% 

2019 -26002.19 -66.88% 

2020 -90043.54 446.29% 

2021 201377.26 323.64% 

2022 -274244.23 -36.18% 
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2023 -198639.42 -27.56% 

TOTAL  1130.01 

 

INTERPRETATION:ItshowsthateventhoughtheNetPurchases/SalesofForeignInstitutionalInvestments are 

declining, the growth rate has been increasing and decreasing throughout the 10 years due to the fact that 

foreign investors are keener on investing in emerging economies rather than settled economies because of the 

biggest advantage of the potential high growth and diversification. 

 

 

Graph5:GrowthRateofFIIfrom2013to 2023 

 

 

The above graph showsabout the growth rate offoreign investments. In the year 2018 and 2020 the growth rate 

ishighlyincreasedbutafter2020the growthrate goesintodown.There islotoffluctuationinthe stockmarket. There is 

no steady growth in the foreign investments. 

 

8. FINDINGS: 
 There isa relationshipbetweentheFIIandNiftyStockMarket Index. 

 FIIflowsincreasedanddecreasedthe growthrate from 2016to2026. 

 Theregressionanalysis showsthereisasignificantimpactofFIIon Nifty. 

 FIIisable toexplainthe24%variationofthedependentvariable Nifty. 

 Thedescriptivestatisticsindicate thateverymonthpurchasesare higherthansales. 

 Thelargest numberof FIIisfrom the USAultimatelytheforeigninvestmentfromUSAis the 

maximum. 

 FIIinvestmentsseemtohaveinfluencedtheIndianstockmarkettoaconsiderableextent.Analysis suggested a 

strong influence of FII investments on the nifty. 
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9. SUGGESTIONS: 

 
 Government rules may make investing more challenging. For instance, restrictive planning regulations 

maydeter investment.Government taxbreaks andsubsidies, ontheother hand,canpromote investment. 

Therefore, the government can implement policies to ensure that investment costs are supported, which 

will encourage more investment. 

 The investor has to be careful of exchange rate fluctuations. Currency movements can impact their 

investment returns positively or negatively, so assess and manage this risk accordingly. 

 Only if the investor is confident in future costs, demand, and economic prospects will they invest. 

Economic expansion and interest rates, as well as the general political and economic environment, will 

have an impact on confidence. 

 The investors have to stay update and regularly monitor themarket conditions. This will help to 

makeinformed decisions and to take necessary actions. 

 Encourage investors from other countries by changing the regulatory policies of FIIs. This will help to 

improve the country’s economy. 

 Toreducerisk,theinvestormustdiversifytheirholdingsacrossvariousindustriesandassetclasses.When 

acertainmarketorsectorunderperforms,diversificationhelpsshieldtheirportfoliofrompotential losses. 

 

10. CONCLUSION: 

Since the introduction of financial reforms in 1991, the Indian Capital Market has seen a number of changes. 

Since liberalisation began, the Indian Stock Market has undergone significant changes. It is currentlythought to 

beoneofthemostalluringareasforforeigninstitutionalinvestors(FII).Theimportanceofinstitutionalinvestors has 

greatly expanded as a result of ongoing globalisation. India is regarded as a rising market, and its stock 

marketsprovideallIndianinvestorswithawiderangeofappealinginvestmentpossibilities.Inthepastfiveyears, there 

have been some notable reforms and developments on the Indian Stock Market, reflecting a growth in FII trust. 

 

The impact of foreign institutional investors (FIIs) on the Indian stock market is discussed in the study. It was 

concentrated on the role that FIIs played in the Indian Stock Market; their percentage of all foreign investments 

isunquestionablyevidenceofthesignificantamountthattheycontributed. IfonelooksatthetotalFIItrade,there is a 

steadily growing influence of FIIs in the domestic stock market. Indian Stock Market are an attractive 

investmentopportunityastheyare notdependentonthe worldeconomy. Moreover,Indianmarketsoffera wide 

varietyofsectorsandcompanies.The onlyfactorthatdeterminesthe behaviourofthe FIIsisthe opportunityfor profit, 

if they feel that a market has the potential for profit, they will invest. 
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