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CORPORATE INTERNSHIP

2. PROFILE OF THE ORGANIZATION

Pn21_iii Consultancy Services Private Limited is a Private incorporated on 23

June 2020. It is classified as Non-govt company and is registered at Registrar of

Companies, Goa. Its authorized share capital is Rs. 500,000 and its paid up capital

is Rs. 100,000. It is involved in Business activities N.E.C.

Pn21_iii Consultancy Services Private Limited's Annual General Meeting (AGM)

was last held on N/A and as per records from Ministry of Corporate Affairs

(MCA), its balance sheet was last filed on 31 March 2022.

Directors of Pn21_iii Consultancy Services Private Limited are Prakash Yeshwant

Naik and Pradeep Prakash Naik.

Pn21_iii Consultancy Services Private Limited's Corporate Identification Number

is (CIN) U74999GA2020PTC014377 and its registration number is 14377.

2.1 SERVICES PROVIDED BY THE COMPANY

Credit related financial consulting, Risk management, wealth management

Investment advising, Financial Planning, Business Consulting, Insurance Purchase

Consulting, Insurance – related financial advertisement, Mutual and index fund

consulting, Financial coaching, Corporate finance consulting, App Development,

Company Analysis, Financial Consultancy, Loan Insurance, Option Trading,

Personal Loan Portfolio Management, Property Insurance, Risk Management,

Stock market & Stock market classes, Technical Analysis, Trading Loan, Trading

Strategies, Vehicle Insurance
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2.2 WORK ASSIGNED

My task involved getting 15 Demat accounts for the firm. While creating Demat

account customers were required to follow the process which involved

documentation, verification and approval.

2.3 THE ACCOUNT REGISTRATION PROCESS:
 Documentation

Firstly I had to collect the necessary documents from clients, such as identity

proofs, address proofs, PAN card, bank account details, Photograph and signatures

for the demat creation.

 Approval

In case if there was a problem in creation of the demat account I had to submit the

documents to the in charge assigned for demat creation and coordinate with them

for verification and approval.
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ABSTRACT

 Purpose:- The study aims to understand the impact of FDI on Indian stock

market in India. From 2011 to 2022 for an period of 11 year.

 Design/approach/methodology:- The study is based on the secondary data

from the year 2011 to 2022. The has been collected from BSE website and

Prowess IQ respectively. Different kinds of test and analysis have been

conducted which includes line chart to check the original data and Returns

data, descriptive Statistics , unit root test, Regression model to check the

relationship between FDI and stock market and Diagnostic analysis to check

and ensure the validity of regression model.

 Findings:- There is no statically significant relationship between FDI and

Stock market returns in India.

 Originality/value:- Regression Model showed an insignificant relationship

between FDI and stock market.

 Keywords:- FDI, stock market, BSE Sensex, regression model.

 Paper type:- Research
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IMPACT OF FDI ON INDIAN STOCKMARKET

3. INTRODUCTION OF THE RESEARCH AREA

If any country wishes to develop, their primary objectives are reduction of poverty

and improve the living of their people and that is possible through investment.

This makes developing countries to look out for foreign aid, basically foreign aid

is helpful in reducing poverty of a country by bringing in better technologies and

many more facilities. (Khatri Chettri et al., 2023) Foreign Direct Investment (FDI)

is one of the main sources of financing to developing countries. (Khatri Chettri et

al., 2023)

Many countries try to make their economy better by attracting foreign Direct

Investment (FDI). This helps in creating new jobs, improvement of technologies

(Azolibe, 2021) . Economy growth of any country depends upon several factors

which includes technological innovation as well, technological innovation plays

an important role in the growth of an economy (Asunka et al., 2022). Economy is

responsible that the country should produce new technologies through small

businesses as they are the main drivers of economy growth.(Asunka et al., 2022).

Foreign Direct Investment inflow volatility affect the profit of multinational

companies as well as the profit of domestic firms, through backward and forward

linkage (Gnangnon, 2020). Since the second world war Foreign Direct Investment

has played an important role in the internationalization of the economic (Bajo-

Rubio, 2022). In the past studies it is found out that innovation is the key factor in

economy growth. Many researchers have found a positive and large effect of

innovation on economy (Asunka et al., 2022).

Innovation is the major strategy that the developing countries should focus upon if

they want to grow and catch up the already developed countries (Asunka et al.,

2022) . Better interest rates and exchange rates can attract Foreign Direct

Investment (FDI), many countries offer competitive interest rate to attract Foreign

Direct Investment (FDI), and also offers good incentives to the foreign investors
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such as tax holidays, subsidies to the investors, it comes with a belief that the

Foreign Direct Investment (FDI) can lead the economy growth of a country

(Alawi, 2019) . FDI uses capital widening and capital deepening to boost the

growth of an economy, with increase in capital widening, FDI brings more

factories and infrastructure and with increase in capital deepening FDI brings

advance technologies and knowledge in host countries (Joo & Shawl, 2023) .

Many studies have shown a positive impact of foreign direct investment on the

growth of an economy; however, others have also found out a negative impact of

foreign direct inWvestment on growth of an economy in the host countries (Joo et

al., 2022) . FDI have achieved great importance globally, mostly in the countries

that are facing investment of capital deficiency, studies have shown that FDI can

fill the gap between desired investment and domestically mobilized capital by

boosting up development and coming up with solution for under-developed

countries (Joo & Shawl, 2023).

Foreign Direct Investment provides money, market access, operation of

technology. Sectors where there is high competition FDI can benefit them by

providing more comparative advantage (Malik & Amjad, 2013). Capital market to

foreign investor was opened up for various of reasons which includes inflation

pressure, increased in debt from various of foreign investors, exchange

depreciation (Gupta et al., n.d.). Many developments and economy growth theory

point out to capital accumulation, technological advancement and natural

resources are the main contribution for the development of an economy. Among

this capital accumulation is considered as the main catalyst for the growth and it is

possible because of FDI (Joo & Shawl, 2023). FDI is considered as game changer

because it brings development in the country and also better than the other forms

of capital inflow and it is also less volatile (Joo et al., 2022). In today’s FDI is one

of the important aspects with higher growth rates than world trade and output

(Bajo-Rubio, 2022)

The investor has to own at-least 10% of firms voting power of the enterprise in

which investment is made, to be able to participate in companies important

decision-making process. (oecd 2008) (Otchere et al., 2016) . FDI allows the
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foreign owners to gets direct control over the firm’s behaviour and management

over the firm in which the investment is made. One out of many roles of FDI is to

globalize production and competition. Developing countries have to depend upon

FDI for rapid and sustained economy growth, as it gets technology, external

financing, networking, expertise and so on. To attract more FDI inflows, many

countries have ease restriction on FDI, strengthened economy, and managing and

improving their financial system (Olasunkanmi oseni & Sunday Enilolobo, 2011).

Trade liberalization aim to make trades easier and border less by opening

domestic market to other countries and getting access to international market.

Good trade relation between different countries attracts FDI to invest so that they

can benefit (Asunka et al., 2022).

Entrance of FDI improves not only countries economy but also show a positive

result on stock market (Alawi, 2019) . Stock market is random in market, which

means makes market harder for the investor to gain excess of profit and beat the

market. Research done in the past shows that it is impossible to make profit

always in the efficient market. The market is mostly dominated by informed and

rational agents, which means the decision is made by rational and logical thinking

and by having all the related information about the stock or assets (Elangovan et

al., 2022).

Research done in the past saw a good impact of FDI, exchange rate and domestic

saving on the development of stock market in Pakistan. Balanced macroeconomic

environment boost stock market and attract foreign investment (Malik & Amjad,

2013) . Over the last two decades stock market have become important tool for

developing countries, as it helps them to raise capital and utilize them for long

term, which leads to development of overall economy (Khatri Chettri et al., 2023).

In the last few years, good and strong financial system is considered as main

determinants for economy growth and development. Development of stock market

and countries financial system are inter-connected in several ways to the economy

condition of a nation. Stock market is considered as important part of nations

financial system, playing a crucial role in allocating investment in systematic way
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and creating a pool of money for the investors. Great functioning of stock market

in a country offers benefits like Transmission on information, reduced transaction

cost which helps the investors to put their money in profitable area that helps them

to make more money (Raza et al., 2015) .

FDI can impact stock market performance both positively and negatively,

positively by getting in more funds and technology, marketing and managerial

skills, but it can also affect in negative way for domestic companies if they can’t

fight with foreign companies. Stock market of Pakistan have shown a good

growth regardless of less attention from political environment. Success of Stock

Market Development in Pakistan includes low interest rates, better and improved

rules and regulation, supervision of market and a strong financial atmosphere

(Raza et al., 2015).

The inflow of FDI on stock market development has been one of the important

and interesting aspect in the countries worldwide mainly in developing countries.

Chenery & Strout in 1996 highlighted the important of foreign capital, mainly FDI

in filling the “Saving investment and “Trade gap in growing countries, pointing

out the important of FDI in such nations (Van Bon, n.d.) . The Stock Market is a

critical channel for providing capital for local enterprises, improving capital

efficiency and assist economic growth and development (Van Bon, n.d.) .

Hausmann & Fernandez-Arias (2000) say that FDI seems to flow mostly to

countries that are financially underdeveloped, riskier and institutionally weak.

Local enterprises use FDI as alternative to poor financial market for both debt and

equity, therefore FDI may be negatively associated with stock market

development (Van Bon, n.d.).

In year 1991 Indian government took a very important step, where they initiated

LPG [ Liberalization, privatization, Globalization] reform started by Narasimhan’s

government. Between 2014 and 2017 there was significant Foreign Direct

Investment [FDI] inflows into India from $ 2 billion in 1991 to $ 209 billion

illustrating a move toward more open economy. The make in India campaign and

more FDI inflows in the sectors like e-commerce, railways and defence are the
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initiative taken by MODI government to further liberalize the economy and attract

more investments (Saraswat et al., 2019).

The study aims to determine the relationship between Foreign Direct Investment

(FDI) And Stock market in India. It studies to at which levels does Foreign Direct

Investment (FDI) affect the stock market of India with reference to BSE Sensex .

4. LITERATURE REVIEW

(I.K. Acheampong & E. A. Wiafe, 2013) studied with the objective to examine the

complementary hypothesis via the substitutability hypothesis that causes impact of

Foreign Direct Investment (FDI) on stock market development. By using ARDL

model and quarterly time series the data was collected from International

Financial Statistics and Bank of Ghana and found out that the complementary

hypothesis was vindicated.

The study by (A. Tsagkanos & C. Siriopoulos, 2018) stated that the objective of

the study was to examine the two novels theories that concern the relationship

between the stock market development (SMD) and foreign direct investment

(FDI). By using the Markov switching regression model they studied the

relationship between SMD and FDI whether it is positive and negative and on

other hand if it is long run or short run.

(Ali Raza et.al., 2012) studied with the objective to analyze the role of foreign

direct investment in the developing host country’s stock market to determine if

they arerelated or not and to investigate the effect of FDI along with domestic

savings, exchange rate along with developing Pakistan stock market using

Ordinary Least Square (OLS) method of regression through annual time series

data. The study found that using OLS had positive significant impact of FDI on

stock market development in Pakistan.
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This study was performed with the objective to know the impact of Foreign Direct

Investment (FDI) and Stock Market development on growth in Nigeria by (Isiaq

Olasunkanmi & Oluwafemi Sunday, 2011). To determine the trends of FDI along

with stock market development and to understand the relationship that exists

among FDI, stock market development and economic growth in Nigeria. By using

techniques such as Unit Root Test, Cointegration and Error Correction

Mechanisms. It was reported that both FDI and lagged stock market had small and

statistical significant effect on economic growth.

Keshab, Jeevan & Ramji Gautam, 2022) studied with the objective to examine the

role of FDI in stock market in Nepal. The long run relationship among FDI, stock

market development and exchange rate were examined by using two techniques

such as Johansen Cointegration test with three macroeconomic variables: inflation

rate, interest rate and banking sector development. That determined the long run

relationship between FDI and stock market. Whereas, the other technique used

was Granger Causality test that confirmed unidirectional causality running from

FDI to stock market development. The variables such as exchange rate, inflation

rate, interest rate and banking sector development caused stock market

development in thelong run and short run.

(K. Tsauri, 2014) studied the causality relationship between stock market and

foreign direct investment in Zimbabwe using data from 1988 to 2012. By using

the three theoretical rationales, three views of the relationship between two

variables were extensively discussed. Using the bi-variate causality test frame

work, they discovered that there exists a long run relationship between stock

market development and foreign direct investment net inflows in Zimbabwe. The

direct causality relationship from either stock market development to FDI or from

FDI to stock market development was not found.
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The study conducted by (J. Nyambura, 2016) examined the effect of foreign direct

investment on the development of stock market in Kenya for the period 1962 to

2016 using annual secondary data. By employing secondary data, 35 years of

information of development of stock market, FDI, inflation rate, real interest rate

and GNP per capital was obtained and analysis was carried out using SPSS

version 21 software. The correlation analysis findings were the existence of a

weak positive correlation between FDI and Kenya’s development on stock market.

The control variables interest rate and GNP per capita posited a weak positive

relationship to stock market development while inflation rate showed a negative

correlation to stock market development.

(Gopal Saraswat et.al., 2019) studied with the objective were to examine the

effect of FDI inflow on SMD and to analyze the relationship among FDI inflow,

SMD, exchange rate and trade. The test results of Grager Causality and Variation

Decomposition showed that there is bidirectional causality between FDI and SMD

and both influence each other in long run. The study concludes that FDI, SMD,

exchange rate and terms of trade plays an important role in shaping up the policy

framework in a country like India.

This study was performed with the objective to examine the performance of ETFs

and index funds that tracked the underlying index, either the S&P BSE SENSEX

index or the Nifty 50 index for the period of three years from 1 April 2014 to 31

March 2017 by (S. Gupta and A, Sethi, 2017). This study analysis the expense

ratio to be concluded that all ETFs have expense ratios which are lower than their

Index Fund counter parts except the Kotak Sensex ETF. The UTI Nifty emerged

as the most efficient Index fund. Among the S&P BSE Sensex, the SBI Sensex

ETF provided the highest risk-adjusted returns.
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4.1 RESEARCH GAP

 Past studies were done by using old data, that is from 2001 to 2011, but there

is a gap as thereafter no studies were conducted since 2011

 Correlation coefficient and multiple regression analysis were used in past

studies, but in our research will use only one regression model and check the

result.

 While many studies have been done in the past on impact of FDI on SMD, but

there is a gap in understating the main mechanism through which FDI affects

stock market.

4.2 RESEARCH QUESTION

 What are the main mechanism by which FDI influence Stock market

development in India?

 What is the nature of relationship between FDI ans stock market performance

in India, with special reference to BSE SENSEX?

 How does FDI Inflow impact the performance and dynamics of Indian stock

market over the period of time?

5. RESEARCH OBJECTIVE

I) To study the impact of FDI on Indian stock market .

II) To analyse the relationship between FDI and Stock Market.
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6. RESEARCHMETHODOLOGY

The study is based on the secondary data. The data has been collected from BSE

Website and Prowess IQ website respectively. The present study covers a period

of 11 years starting from the year 2011 to 2022. We have run different types of

tests to find whether there is a relationship between FDI and Stock market in India.

To find the relationship between both the variables we have followed the

following procedure.

• Line chart:- Original Data

• Line chart:- Returns Data

• Summery Statistic:- Returns Data

• Unit Root Test

• Regression Model

• Model Diagnostic :-

1) Serial Correlation

2) Heteroskedasticity
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7. DATA ANALYSIS AND INTERPRETATION

7.1 LINE CHART: ORIGINAL DATA
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This is original data of BSE SENSEX which is downloaded from BSE website, which

is monthly data from 2011 to 2022. The data shows that sensex have moved upward

from the period 2011 to 2022. Fluctuation can be seen in the data but overall result is

positive.
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This is graph of FDI inflow data in India from the period 2011 to 2022, FDI inflow in

India has increased drastically from the year 2011 to 2022. Some fluctuation can be

seen in the data but overall tread seems to be positive.

FDI Inflow

BSE SENSEX CLOSING PRICE
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7.2 LINE CHART: RETURN DATA

This graph shows the returns of BSE SENSEX from the year 2011 to 2022. The

overall trend seems to be positive, with the BSE SENSEX experiencing good

positive returns in most number of years. In 2019-2020 a big downfall can be

observed but overall trends seems to be positive.

This graph is of FDI growth rate in India from the year 2011 to 2022. Looking at

the graph it can be analyzed that FDI growth seems to be volatile, the highest FDI

growth rate was about 370% in the year 2011 – 2012, and after that the FDI

growth remained negative for the next year.
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7.3 DESCRIPTIVE STATISTICS

7.4 UNIT ROOT TEST AT 1st DIFFERENCE
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This ( ADF ) Augmented Dickey Fuller test is done to check if a time series has a

unit root. When comparing T-statistic with critical values at 1%, 2% and 3% level,

we come to know that test statistic is lower then all critical values, which indicates

Strong evidence against null hypothesis .

Hence we reject the null hypothesis and comes to conclusion that BSE Return are

stationary, which means it does not have unit root.
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Similar to previous case, after comparing T-statistic with 1%, 2%, 3% level, we

come evidence against null hypothesis.

Hence we reject the null hypothesis and come to conclusion that FDI Growth rate

is stationary which means It does not have unit root.

7.5 REGRESSION

In the regression analysis, we can see that the P-value for FDI Growth Rate is

higher than 0.05, this indicates that the relationship between BSE Return and FDI

Growth rate is statically insignificant.
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7.6 MODEL DIAGNOSTIC

The above test is used to check if there is a presence of serial Correlation in

residual of regression model, and here the null hypothesis is that there is no serial

Correlation at up to 2 lags. The F-statistic is 0.8520 along with P value of 0.4290.

Hence P value is higher than the 0.05 level, we fail to reject null hypothesis, this

means that there is no significant serial Correlation in the residuals up to 2 lags.
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This Breusch Pagan Godfrey test is done to know whether there is

Heteroskedasticity in the residual of a regression model.

And as we can see that the P-value is greater than the common level of 0.05, we

fail to reject the null hypothesis. This shows that there is no significant evidence

of Heteroskedasticity in the residuals
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8. RESEARCH FINDINGS

 The study found that there is no statically significant relationship between FDI

inflow and BSE Sensex Returns

 Both BSE Sensex and FDI inflow have demonstrated a positive result over the

years from 2011 to 2022, with some fluctuation but there have been overall

upward movement.

 ADF test shows that BSE Return and FDI Growth Rate both are stationary.

 The Regression analysis shows that there is a insignificant relationship

between BSE Sensex and FDI Growth Rate As the P-value of FDI Growth

Rate is higher than the common significant level of 0.05.

 There is no significant serial correlation in residuals up to 2 lags as shown by

the F-statistics and p-values.

 FDI growth rate in India shows a strong volatility, with a jump of 370% in the

year 2011 and 2012 and later on followed by a negative growth rate. Finding

out the reason behind these fluctuations could give insight into the factors

influencing FDI inflow into the country.

 As FDI inflow and BSE SENSEX demonstrate a healthy trend over the years

between 2011 to 2022, it would be effective to conduct further studies to

check and identify if any individual factors or may be events that may have

affected these trends over period of time.

 Breusch pagan Godfrey test indicates that there is no significance signs of

Heteroskedasticity in the residuals.
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9. CONCLUSION AND SUGGESTIONS

9.1 CONCLUSION

The relationship between FDI and Indian stock market is a good and interesting

topic to debate upon. Through Literature review, empirical analysis, this study

aims to put a light on the Relation between Foreign direct investment inflows and

stock market performance of India from the period 2011-2022.

The study is run in depth to find out the relationship between FDI and Indian

stock market, with reference to BSE SENSEX. Different methodologies like

Summery statistics, line chart, regression analysis, unit root test, model Diagnostic

and various other findings explaining the dynamics between Foreign direct

investment inflows and stock market performance in Indian country.

In the first place, it was found that there is no statically significant relationship

between FDI and BSE SENSEX Return. This shows that while FDI is an

significant factor in the development of an economic, it’s effect on stock market

returns may not be clearly seen during the period of our study.

Further, the augmented Dickey Fuller test indicates that the BSE SENSEX Return

and FDI Growth Rate are stationary, suggesting that both do not Have a unit root

and exhibit stable behaviour over period.

Furthermore, the regression model revealed a insignificant relationship between

BSE Sensex and FDI Growth Rate, as the value of P is higher than the common

level of 0.05

The study also showed the volatility in FDI Growth Rate of India, with a jump of

370% in the year 2011 and 2012 and later on followed by a negative growth rate.

Overall in conclusion, the study did not found a direct relationship between FDI

inflow and stock market returns in India, this indicates the importance of further
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research to understand why exactly is this happening and how does it affect the

overall India’s economy growth and development strategies. Investing the impact

of specific variables such as Interest rate, inflation, exchange rate could give a

comprehensive idea of dynamic at play.

9.2 SUGGESTIONS
 Considering the volatility seen in FDI growth rate, conducting more

investigation into the factors that lead to such fluctuation could provide

valuable insight into the pattern of FDI inflow in the nation.

 Conducting further research to check that if there are any specific factors or

events that have affected the trend in BSE Sensex and FDI Inflow over the

period could offer perfect insights for the investor and policymakers.

10. MANAGERIAL IMPLICATION

 In view of the significant fluctuations in FDI growth rates, it is important that

decision-makers and investment organisations investigate the real reasons for

such fluctuations. Finding the variables affecting foreign direct investment

(FDI) inflow can help in developing effective plans to stabilise and possibly

boost FDI in the nation.

 It’s important to focus on other elements that support market stability and

growth because there is no statistically significant relation between FDI inflow

and BSE Sensex returns.

 Since the study found no relationship between FDI and Stock Market Returns,

it’s important to diversify investment beyond the Stock Market. Encouraging

investment in infrastructure, manufacturing, technology, can help in

contributing to economic growth and stability.
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