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ABSTRACT 

Foreign Institutional Investor [FII] is a term to describe an investor –This investor  may be of the 

form of an institution or entity, which invests money or funds in the financial markets of 

worldwide countries different from investors’ (institution/entity) own country(host country) 

where it was initially built-in from. 

These institutional investors include hedge funds, insurance companies, pension funds and 

mutual funds etc. 

In India, most commonly, this term is used to refer to outside companies (foreign countries’) 

investing in the financial markets of India. 

In other words, foreign investment refers to investments in the financial assets and production 

processes of another country different from host country. After the opening up of the borders for 

capital movement, these investments have grown in leaps and bounds. In India, it started at a 

large state since 1991 after liberalization came. The effect of foreign investment, however, varies 

from country to country. It can affect the factor productivity of the recipient country (guest 

country) and can also affect the balance of payments. 

In developing countries like India there has been a great need for foreign capital, not only to 

increase the productivity of labor but also because of the factor that  foreign capital helps to build 

up the foreign exchange reserves needed to meet trade deficits. Foreign investment provides a 

channel through which developing countries can gain access to foreign capital. It can come in 

two forms: Foreign Direct Investment (FDI) and Foreign Institutional Investment (FII). 
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Hence, 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 present study examines the foreign institutional investment in India, their flows in 

Indian stock market and its impact on market returns. 

Key Words: Capital Movement, Financial Markets, Financial Assets, Foreign capital, 

Foreign exchange reserve, Host Country, Guest Country etc. 
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INTRODUCTION 

 

FIIs in Indian Context: 

FII is an investor or investment fund that is from or registered in a country outside of the one in 

which it is currently investing. Institutional investors include hedge funds, insurance companies, 

pension funds and mutual funds.  

The term is used most commonly in India to refer to outside companies investing in the financial 

markets of India. International institutional investors must register with the Securities and 

Exchange Board of India to participate in the market. One of the major market regulations 

pertaining to FIIs involves placing limits on FII ownership in Indian companies.  A foreign 

institutional invest or means an institution established or incorporated outside India that proposes 

to make investments in Indiain securities. A domestic asset management company or domestic 

portfolio manager who manages funds raised or collected or brought from outside India 

for investment in India on behalf of a sub account are deemed to be a FII. 

 

FIIs can buy/sell securities on Indian stock exchanges, but they have to get registered with stock 

market regulator SEBI. They can also invest in listed and unlisted securities outside stock 

exchanges if the price at which stake is sold has been approved by RBI. No individual FII/sub-

account can acquire more than 10% of the paid up capital of an Indian company. All FIIs and 

their sub-accounts taken together cannot acquire more than 24% of the paid up capital of an 

Indian Company, unless the Indian Company raises the 24% ceiling to the sectoral cap or 

statutory ceiling as applicable by passing a board resolution and a special resolution to that effect 

by its general body in terms of RBI press release of September 20, 2001 and FEMA Notification 

No.45 of the same date. In addition, the government also introduces new regulations from time to 
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time to ensure that FII investments are in order. For example, investment through participatory 

notes (PNs) was curbed by SEBI recently. 

 

REVIEW OF LITERATURE: 

1. Richard W.Sias (1996) has found that a trader-intensified transactions database is employed to 

investigate: (1) the relation between order-flow imbalance closed-end funds share prices and 

discounts (2) the role of institutional investors in closed-end funds. Empirical results are 

consistent with the hypothesis that buyers (sellers) of closed-end funds face upward (downward) 

sloping supply (demand) curves. The results also demonstrate that ownership statistics fail to 

accurately reflect institutional investors’ importance in closed-end funds market. The results 

failed to provide the evidence that institutional investors offset the position of individual 

investors or that institutional investors face systematic “noise trader risk”. 

2. Ilangovan Prof. D. et al (1997) held that Steps are taken to gain extra mileage as regards the 

level of foreign investment receipts is concerned. Foreign direct investment is proven to have 

well-known positive effect through technology spillovers and stable investments tied to plant and 

equipment, but portfolio capital is associated more closely with volatility and its capacity to be 

triggered by both domestic as well as exogenous factors, making it extremely difficult to manage 

and control. 

3. Michael Mosebach et al (2000) have examined the long run equilibrium relation between the 

net flow of funds into equity MF and the S&P 500 index. Applying the Engel and Granger 

correction methodology followed by a state space procedure, we find that the levels of the stock 

market are influenced by the net flow of funds into equity MFs. Their findings indicate that the 

US equity market appears to be rationally adjusting to a structural change in the behaviour of the 

US investing public.  

4. Stanley Morgan (2002) has examined that FIIs have played a very important role in building 

up India’s forex reserves, which have enabled a host of economic reforms. Secondly, FIIs are 

now important investors in the country’s economic growth despite sluggish domestic sentiment. 

The Morgan Stanley report notes that FII strongly influence short-term market movements 

during bear markets. However, the correlation between returns and flows reduces during bull 

markets as other market participants raise their involvement reducing the influence of FIIs. 
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Research by Morgan Stanley shows that the correlation between foreign inflows and market 

returns  is  high  during bear  and weakens   with  strengthening  equity  prices  due to  increased  

participation by other players. 

5. Sivakumar S (2003) has analyzed the net flows of foreign institutional investment over the 

years, it also briefly analyses the nature of FII flows based on research, explores some 

determinants of FII flows and examines if the overall experience has been stabilizing or 

destabilizing for the Indian capital market. 

6. Agarwal, Chakrabarti et al (2003) have found in their research that the equity return has a 

significant and positive impact on the FII. But given the huge volume of investments, foreign 

investors could play a role of market makers and book their profits, i.e., they can buy financial 

assets when the prices are declining thereby jacking-up the asset prices and sell when the asset 

prices are increasing. Hence, there is a possibility of bi-directional relationship between FII and 

the equity returns. 

7. Raju M.T, Ghosh Anirban (2004) held that volatility estimation is important for several 

reasons and for different people in the market. Pricing of securities is supposed to be dependent 

on volatility of each asset. In this paper we not only extend the study period of the earlier paper 

but also expand coverage in terms of number of countries and statistical techniques. Mature 

markets / Developed markets continue to provide over long period of time high return with low 

volatility. Amongst emerging markets except India and China, all other countries exhibited low 

returns (sometimes negative returns with high volatility). India with long history and China with 

short history, both provide as high a return as the US and the UK market could provide but the 

volatility in both countries is higher. The third and fourth order moments exhibit large 

asymmetry in some of the developed markets. Comparatively, Indian market shows less of 

skewness and Kurtosis. Indian markets have started becoming informational more efficient. 

Contrary to the popular perception in the recent past, volatility has not gone up. Intraday 

volatility is also very much under control and has came down compared to past years. 

8. Bose Suchismita et al (2005) has examined the impact of reforms of the foreign institutional 

investors' (FIIs) investment policy, on FII portfolio flows to the Indian stock markets, an aspect, 

studies on determinants of FII flows to India so far have not taken into consideration. FIIs have 

been allowed to invest in the domestic financial market since 1992; the decision to open up the 
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Indian financial market to FII portfolio flows was influenced by several factors such as the 

disarray in India's external finances in 1991 and a disorder in the country's capital market. Aimed 

primarily at ensuring non-debt creating capital inflows at a time of an extreme balance of 

payment crisis and at developing and disciplining the nascent capital market, foreign investment 

funds were welcomed to the country. Analysis also helps to evaluate the impact of liberalization 

policies as well as measures for strengthening of policy framework for FII flows, in the post-

Asian crisis period. 

9. Samy Dr. P. Chella et al (2006) held that Investors can pick up stocks at these levels for a 

growth story for long term i.e. for equities a 5 years holding period is reasonable to give a very 

above average return. Caution may be exercised to buy only good, well established market 

movers and never, to buy on margins or play intraday or dabble in derivatives market, which is 

high risk. 

10. Dhamija Nidhi (2007) held that the increase in the volume of foreign institutional investment 

(FII) inflows in recent years has led to concerns regarding the volatility of these flows, threat of 

capital flight, its impact on the stock markets and influence of changes in regulatory regimes. 

The determinants and destinations of these flows and how are they influencing economic 

development in the country have also been debated. This paper examines the role of various 

factors relating to individual firm-level characteristics and macroeconomic-level conditions 

influencing FII investment. The regulatory environment of the host country has an important 

impact on FII inflows. As the pace of foreign investment began to accelerate, regulatory policies 

have changed to keep up with changed domestic scenarios. The paper also provides a review of 

these changes.  

11. P. Krishna Prasanna (2008) has examined the contribution of foreign institutional 

investment particularly among companies included in sensitivity index (Sensex) of Bombay 

Stock Exchange. Also examined is the relationship between foreign institutional investment and 

firm specific characteristics in terms of ownership structure, financial performance and stock 

performance. It is observed that foreign investors invested more in companies with a higher 

volume of shares owned by the general public. The promoters’ holdings and the foreign 

investments are inversely related. Foreign investors choose the companies where family 
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shareholding of promoters is not substantial. Among the financial performance variables the 

share returns and earnings per share are significant factors influencing their investment decision. 

Objectives: 

 
1. To analyze the trend and investment by FII in Indian stock market. 

 

2. To understand the relation between FII and Stock market. 

 

3. To understand the impact of FII on Indian stock market. 

 
Table1: Trends of FII investments: 

YEAR 

GROSS 

PURCHASE [CR] 

GROSS 

SALES [CR] 

NET 

INVESTMENT 

[CR] 

2000 75313.9 68611.1 6703.48 

2001 51315.5 38513.9 12820.3 

2002 46454.1 42878.1 3576.3 

2003 94393.7 64060.4 30924.7 

2004 185562.1 146791 38767.4 

2005 287183.1 239582.4 47602.13 

2006 473610.9 437213.9 36396.6 

2007 816430.5 739495.93 71952.3 

2008 719079.5 772876.1 -53796.9 

2009 626428.6 542158.1 84269.8 

2010 765509.9 632416 133049.5 

Table 2: FII’s share holdings 

FIIs shareholding as a per cent of total outstanding shares 
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Interpretation 

 

Average total traded value for all Nifty stocks is approximately 77 per cent of the traded value of 

all stocks on the NSE. Nifty stocks represent about 61 percent of the total market capitalization. 

Table 3: t test results 

 

 

N MEAN 

STANDARD 

DEVIATION t VALUE 

NIFTY COMPANIES 50 181.60 599.11 2.14# 

NON NIFTY COMPANIES 149 60.94  355.30 2.09# 

# p < 0.05 

Source: NSE 

 

Interpretation: 

Analysis was done to see if Nifty and non Nifty companies differ in their FII Investments. Thus 

we can conclude t test the calculated value is significant at 5% level of significance 

H0: There is no significance difference between Nifty and non Nifty companies in their FII 

investments 

H1: There is significance difference between Nifty and non Nifty companies in their FII 

investments 

Since, the calculated value of t is greater than the tabulated value of t. There fore Null hypothesis 

is rejected. 

This concludes that Nifty and Non Nifty companies differ in their FII investments. 

TABLE 4: Shareholding Pattern in Nifty Companies 

 

 
Source: NSE 
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Interpretation 

The table above shows that the FIIs investment is certainly more concentrated in the Nifty 

companies than in Non-Nifty companies. The FIIs shareholding is around 13.85 per cent in Nifty 

companies as against 4.30 per cent in the Non-Nifty companies. This analysis is not complete, 

though the shareholding of the FIIs as a per cent of the total outstanding shares of the company 

makes it comparable with similar figures for other companies, it does not indicate the amount of 

FIIs investment in each of these companies in relation to others. 

This is because a mere comparison of the number of shares held by FIIs is meaningless as the 

market price per share varies across companies and it takes different quantum of money to 

acquire the same number of shares in different companies. Hence, this analysis is further 

extended to include the monetary value of the FIIs investment. 

TABLE 5: Value of FIIs Investment 

 

 
Source: NSE 

 

Interpretation 

 

The shareholding of FIIs is analyzed in terms of the market value of their investment  about 85 

per cent of the total value of their investment is held in Nifty companies and only about 15 per 

cent is in Non-Nifty companies. A separate analysis of the Nifty and Non-Nifty companies bears 

evidence to this fact. The investment is about 14 and 12 per cent respectively. 50 per cent of the 

total market value of the FIIs investment is only in 6 companies namely Infosys Technologies 

(13.87%), Reliance Industries (12.44%), ICICI Bank (7.51), HDFC (7.05), ONGC (5.25%) and 

Satyam (4.88). The total value of the FIIs investment in these companies is around Rs.677,516 

million . 
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Table 6: Annual Closing Values of NSE [Nifty]: 

YEAR NIFTY       VALUES %   CHANGE 

2000 1592 
 

2001 1254 -21.23 

2002 1055 -15.86 

2003 1100 4.26 

2004 1912 73.81 

2005 2115 10.61 

2006 2835 34.04 

2007 4007 41.34 

2008 6144 53.33 

2009 3033 -50.63 

2010 5232 72.5 

 

Relation between FII Flows and Stock Market Return: 
 

It is very important to understand the investment pattern of FII in India stock market i.e.  to find 

out whether there is a significant difference between Nifty and non nifty companies in there FII 

investment pattern or not. 

 

To find out whether there exist any difference between nifty and non nifty companies in their fii 

investment. Table 1, Table 2 and T-test is used. 

 
Table 7: Annual Closing Values of BSE [Sensex]: 

 

YEAR SENSEX  VALUES % CHANGE 

2000 3972 
 

2001 3262 -17.87 

2002 3377 3.52 

2003 5838 72.89 

2004 6602 13.08 

2005 9397 42.33 

2006 13786 46.7 

2007 20286 47.15 

2008 9647 -52.45 

2009 17464 81.03 

2010 20509 7.65 
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Table represents the trends of FII investment in Indian stock market from year 2000 to 2010. In 

this report 10 year data is taken into consideration to calculate or to find out accurate results. 

Table 1 includes Gross purchase, Gross sale by FIIs in Year 2000-2010. With the help of Gross 

purchase and gross sales net investment is calculated. 

 

Net Investment = Gross purchase - Gross sales 

 

Table 2 represents FIIs shareholdings. It includes FIIs shareholdings as a percent of total 

outstanding shares and number of companies. This table helps us to find out total number of 

companies in stock market. 

 

T-TEST: 

In this research project T-test is applied to find out whether the Nifty and non Nifty Companies 

have any difference in their investments by FIIs. To check this out two hypotheses are tested 

which are: 

H0: There is no significant difference between nifty and non nifty companies in their FII 

investment. 

H1: There is significant difference between nifty and non nifty companies in their FII 

investment. 

 

To apply t test, Table 1 and table 2 are taken into consideration. To calculate Mean and Standard 

deviation from the Net investment Table 1 was used and to find out total number of nifty and non 

nifty companies Table 2 was used. 

                  

                   With the help of mean and standard deviation the value of t is calculated. [Refer table 

3] 

                       Mean =  d 

                                                   n   

 

                        t =     d  *     n  

 

                                 s.d 
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After comparing the calculated value of t with tabulated value of t it was found that the tabulated 

value of t is less than the calculated value t. Therefore, the null hypothesis is rejected which 

implies that there is no significant difference between nifty and non nifty companies in their FII 

investment. 

  

As there is a significant difference between nifty and non nifty companies in their FII 

investment, so we have to analyze the impact of FII flows on Nifty [NSE] and Sensex [BSE] 

separately. 

 

Firstly for Nifty, also known as NSE [National Stock Exchange]. 

 

Table 6 represents the value of NSE or the annual closing values of NSE and the percentage 

change from year to year, data taken into consideration to conduct the study is 10 years i.e from 

2001-2010. 

 

YEAR 2000: In year 2000; the closing value of NSE market was 1592 and the gross purchase 

and gross sales made by FII were Rs. 75313.90 Crs. and Rs 68611.10 Crs respectively which 

leads to Rs 6703.48 Crs. 

 

YEAR 2001: In year 2001 the closing value of NSE was 1254 points which was 338 points less 

than the closing value of 2000. This shows that there is a decrease of 21.23% in NSE from 2000-

2001 on the other hand the Gross purchase and Gross sales of FII leads to 51315.50 and 

38513.90 respectively which lesds to the net investment of Rs 12820.30 Crs which is  Rs 

6116.82 Crs more than the previous Year. 

   

YEAR 2002: In year 2002 the closing value of NSE was 1055points which was 199 points less 

than the closing value of 2001. This shows that there is a decrease of 15.86% in NSE from 2001-

2002  on the other hand the Gross purchase and Gross sales of FII leads to 4645.10  and 

42878.10 respectively which leads to the net investment of Rs 3576.30 Crs which is  Rs 9244 

Crs less than the previous Year. 
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YEAR 2003: In year 2003 the closing value of NSE was 1100 points which was 45 points less 

than the closing value of 2002. This shows that there is a increase of 4.26% in NSE from 2002-

2003 on the other hand the Gross purchase and Gross sales of FII leads to 94393.70  and 

64060.40  respectively which leads to the net investment of Rs 30924.70 Crs which is  Rs 

27348.4  Crs more than the previous Year. 

 

YEAR 2004: In year 2004 the closing value of NSE was 1912 points which was 812 points more  

than the closing value of 2003. This shows that there is an increase of 73.81% in NSE from 

2002-2004 on the other hand the Gross purchase and Gross sales of FII leads to Rs 185562.10 

Crs  and RS 146791.00 Crs  respectively which leads to the net investment of Rs 38764.40  Crs 

which is  Rs 11419 Crs more than the previous Year. 

 

YEAR 2005: In year 2005 the closing value of NSE was 2115 points which was 205 points more  

than the closing value of 2004. This shows that there is an increase of 10.61% in NSE from 

2004-2005 on the other hand the Gross purchase and Gross sales of FII leads to Rs 287183.10 

Crs  and RS 239582.40 Crs  respectively which leads to the net investment of Rs 47602.13  Crs 

which is  Rs 8834.73 Crs more than the previous Year. 

 

YEAR 2006: In year 2006 the closing value of NSE was 2835 points which was 720 points more  

than the closing value of 2005. This shows that there is an increase of 34.04% in NSE from 

2005-2006 on the other hand the Gross purchase and Gross sales of FII leads to Rs 473610.90 

Crs  and RS 237213.90 Crs  respectively which leads to the net investment of Rs 36396.00  Crs 

which is  Rs11205.53 Crs less than the previous Year. 

 

YEAR 2007: In year 2007 the closing value of NSE was 4007 points which was 1172 points 

more than the closing value of 2007. This shows that there is an increase of 41.34% in NSE from 

2006-2007 on the other hand the Gross purchase and Gross sales of FII leads to Rs 816430.50 

Crs  and RS 739495.93 Crs  respectively which leads to the net investment of Rs 71952.30 Crs 

which is  Rs 35559.7 Crs more than the previous Year. 
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YEAR 2008: In year 2008 the closing value of NSE was 6144 points which was 2137 points 

more than the closing value of 2008. This shows that there is an increase of 53.33% in NSE from 

2007-2008 on the other hand the Gross purchase and Gross sales of FII leads to Rs 719079.50 

Crs and RS 772876.10 Crs  respectively which leads to the net investment of Rs -53796.90 Crs. 

 

YEAR 2009: In year 2009 the closing value of NSE was 3033 points which was 3111 points less 

than the closing value of 2008. This shows that there is a decrease of 50.63% in NSE from 2008-

2009 on the other hand the Gross purchase and Gross sales of FII leads to Rs 626428.60 Crs and 

RS 542158.10 Crs respectively which leads to the net investment of Rs 84269  Crs. 

 

YEAR 2010: In year 2010 the closing value of NSE was 5232 points which was 2199 points 

more than the closing value of 2009. This shows that there is an increase of 72.50% in NSE from 

2009-2010 on the other hand the Gross purchase and Gross sales of FII leads to Rs 765509.90 

Crs  and RS 632461.00 Crs  respectively which leads to the net investment of Rs 133049.50  Crs 

which is  Rs 48752.6 Crs more than the previous Year. 

 

TABLE 7 represents the value of sensex or annual closing values of BSE from year to year. 

 

YEAR 2000: In year 2000; the closing value of BSE market was 3972 and the gross purchase 

and gross sales made by FII were Rs. 75313.90 Crs. And Rs 68611.10 Crs respectively which 

leads to Rs 6703.48 Crs. 

 

YEAR 2001: In year 2001 the closing value of BSE was 3262 points which was 710 points less 

than the closing value of 2000. This shows that there is a decrease of 17.87% in BSE from 2000-

2001 on the other hand the Gross purchase and Gross sales of FII leads to 51315.50 and 

38513.90 respectively which leads to the net investment of Rs 12820.30 Crs which is  Rs 

6116.82 Crs more than the previous Year. 

   

YEAR 2002: In year 2002 the closing value of BSE was 3377points which was 115 points more 

than the closing value of 2001. This shows that there is an increase of 3.52% in BSE from 2001-

2002  on the other hand the Gross purchase and Gross sales of FII leads to 4645.10  and 
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42878.10 respectively which leads to the net investment of Rs 3576.30 Crs which is  Rs 9244 

Crs less than the previous Year. 

 

YEAR 2003: In year 2003 the closing value of BSE was 5838 points which was 2461 points 

more than the closing value of 2002. This shows that there is a increase of 72.89% in BSE from 

2002-2003 on the other hand the Gross purchase and Gross sales of FII leads to 94393.70  and 

64060.40  respectively which leads to the net investment of Rs 30924.70 Crs which is  Rs 

27348.4  Crs more than the previous Year. 

 

YEAR 2004: In year 2004 the closing value of BSE was 6602 points which was 2795 points 

more than the closing value of 2003. This shows that there is an increase of 42.33% in BSE from 

2002-2004 on the other hand the Gross purchase and Gross sales of FII leads to Rs 185562.10 

Crs  and RS 146791.00 Crs  respectively which leads to the net investment of Rs 38764.40  Crs 

which is  Rs 11419 Crs more than the previous Year. 

 

YEAR 2005: In year 2005 the closing value of BSE was 9397 points which was 2795 points 

more than the closing value of 2004. This shows that there is an increase of 42.33% in BSE from 

2004-2005 on the other hand the Gross purchase and Gross sales of FII leads to Rs 287183.10 

Crs  and RS 239582.40 Crs  respectively which leads to the net investment of Rs 47602.13  Crs 

which is  Rs 8834.73 Crs more than the previous Year. 

 

YEAR 2006: In year 2006 the closing value of BSE was 13786 points which was 4389 points 

more than the closing value of 2005. This shows that there is an increase of 46.70% in BSE from 

2005-2006 on the other hand the Gross purchase and Gross sales of FII leads to Rs 473610.90 

Crs  and RS 237213.90 Crs  respectively which leads to the net investment of Rs 36396.00  Crs 

which is  Rs11205.53 Crs less than the previous Year. 

 

YEAR 2007: In year 2007 the closing value of BSE was 20286 points which was 6500 points 

more than the closing value of 2007. This shows that there is an increase of 47.15% in BSE from 

2006-2007 on the other hand the Gross purchase and Gross sales of FII leads to Rs 816430.50 
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Crs  and RS 739495.93 Crs  respectively which leads to the net investment of Rs 71952.30 Crs 

which is  Rs 35559.7 Crs more than the previous Year. 

 

YEAR 2008: In year 2008 the closing value of BSE was 9647 points which was 10639 points 

less than the closing value of 2008. This shows that there is a decrease of 52.45% in BSE from 

2007-2008 on the other hand the Gross purchase and Gross sales of FII leads to Rs 719079.50 

Crs  and RS 772876.10 Crs  respectively which leads to the net investment of Rs -53796.90  Crs. 

 

YEAR 2009: In year 2009 the closing value of BSE was 17464 points which was 7817 points 

more than the closing value of 2008. This shows that there is an increase of 81.03% in BSE from 

2008-2009 on the other hand the Gross purchase and Gross sales of FII leads to Rs 626428.60 

Crs and RS 542158.10 Crs  respectively which leads to the net investment of Rs 84269  Crs. 

 

YEAR 2010: In year 2010 the closing value of BSE was 20509 points which was 3045 points 

more than the closing value of 2009. This shows that there is an increase of 7.65% in BSE from 

2009-2010 on the other hand the Gross purchase and Gross sales of FII leads to Rs 765509.90 

Crs  and RS 632461.00 Crs  respectively which leads to the net investment of Rs 133049.50  Crs 

which is  Rs 48752.6 Crs more than the previous Year. 

 

So after comparing and analyzing the net investment made by FIIs with the values of NSE and 

BSE from years to years i.e from 2000- 2010 it is observed that in year 2001 the fii investment 

are increased from the investments made by FII in year 2000 but the value of nifty has decreased 

21.23% and values of BSE has also decreased by 17.87%. 

Now a comparative analysis of interpretation of investment made by FIIs with the value of 

NSE & BSE is given below:  

 

In year 2002: the FII investment are Rs 3576.30 Crs which is less than the investment made in 

previous years ,the value of nifty has decreased by 15.86% and values of BSE has increased by 

3.52%. 

In year 2003: the FII investment are Rs 30924.70 Crs which is more than the investment made 

in previous years ,the value of nifty and sensex have increased by 4.26% ad 72.89% respectively. 
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In year 2004: the FII investment are Rs 38767.40 Crs which is more than the investment made 

in previous years , the value of nifty and sensex have increased by 73.81% and 13.08% 

respectively. 

 

In year 2005: the FII investment are Rs 47602.13 Crs which is more than the investment made 

in previous years , as a result the value of nifty and sensex have increased by 10.61% and 

42.33% respectively. 

 

In year 2006: the FII investment are Rs 36396.60 Crs which is less than the investment made in 

previous years but the value of nifty and sensex have  still increased by 34.04% and 46.70% 

respectively. 

 

In year 2007: the FII investment are Rs 71952 Crs which is more than the investment made in 

previous years as a result the value of nifty and sensex have increased by 41.34% and 47.15% 

respectively. 

 

In year 2008: the FII investment are Rs 53796.90 Crs, the value of nifty have increased by 

53.33% but the value of BSE have decreased by 52.45% respectively. 

 

In year 2009: the FII investment are Rs 84269.90 Crs which is more than the investment made 

in previous years ,the value of nifty have decreased by -50.63% and sensex have increased by 

81.03%. 

 

In year 2010: the FII investment are Rs 133049.50 Crs which is more than the investment made 

in previous years as a result the value of nifty and sensex have increased by 72.50% and 7.65% 

respectively. 

CONCLUSION: 

The foreign institutional investments in India after the initiation of economic reforms in the early 

1990s, the movement of foreign capital flow increased very substantially. The outflow and 

inflow of the investment made by FII leads to a very significant impact of stock market. Stock 
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market is divided into two parts NSE market which is also known as nifty and BSE market 

which is known as SENSEX.        

The inflows and outflows of FII sometimes affect NSE and BSE market together and sometimes 

affect just NSE or BSE market. For example : the outflow prompted by FII in year 2008 affected 

only the BSE market, the BSE value decreased by 52.45% but on the other Hand there were no 

such affects were noticed on NSE market in fact the value of NSE was increased by 53.33% 

Therefore it can be concluded that the affect of FII inflows or outflows significantly affect either 

NSE or BSE or Both Markets. 
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