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In the FDI regime at some point of last ten years with the absolute liberalization the Indian Capital market has been in 

state to entice the foreign investments majorly. In the foreign direct investment of India there has been positive increase 

making India one of the most favoured spots of investment. With the increase in the FDI it has been noticed that the trends 

of the Indian stock market also drastically influence. Therefore, the existing paper attempts to analyze the interplay 

between the foreign direct investment and Indian stock market in which the widespread relationship between FDI and 

NIFTY & the relationship between FDI and Sensex. This study is mainly based upon the secondary data of the last ten 

years i.e. from January 2010 to December 2019. E-views version 9 is used to analyze the records on the quarterly basis. 

The study is descriptive in nature and is based on secondary data which was collected from the websites of BSE, NSE, and 

DIPP. Augmented Dickey Fuller Model or Unit root test and multiple regression is used an analytical models are used to 

check the influence of the independent variables on dependent variable. The result of the study shows that there is a 

significance relationship between FDI and Nifty and FDI and Sensex.
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Foreign direct investment (FDI) is the investment made 

by a company or an individual in commercial business 

activities conducted in any other country. When an 

investor setup a foreign business operations or takeover 

any foreign business possessions in a foreign country, 

most commonly it is based on the location or it depends 

on the location. Whereas, the foreign direct investment 

are remarkable from as compared to the portfolio 

investments in which the equities of the foreign based 

companies are completely owned by the investor only. In 

the foreign direct investment in India there has been huge 

uplift in it. By this, in the world India has become one of 

the most favored tourist and holiday spots of investment. 

Various past researches reveal that the foreign direct 

investment is one of the reasons for the improvement and 

volatility of the Indian stock market. As, the growth of the 

financial system promotes the positive changes in stock 

market, therefore, it is fundamental to analyze the effect 

of FDI on the Indian stock market. 

INTRODUCTION 

As per the International Monetary Fund, FDI can be 

Indian capital market has the alternative to attract the 

financial specialists impressively. There has been 

noteworthy upsurge in the remote direct interest in 

India. With this, India has developed as one of the most 

supported goal for interest on the planet. Different 

investigations in the past has uncovered that the 

improvement and the unpredictability of the Indian 

securities exchange has been significantly impacted by 

a few macroeconomic factors (for example Gross 

domestic product, expansion and trade rates and so 

forth.) and the inflow of FDI being one of them. 

CNX Nifty (Nifty 50) is the best recognized stock index 

of the National Stock Exchange of India (NBE). It is a 

multidisciplinary index and contains shares of some 50 

foremost Indian companies. 

characterized as "An Investment that is made to gain an 

enduring enthusiasm for a venture working in an 

economy other than that of the financial specialist. The 

financial specialist's motivation is to have a compelling 

voice in the administration of the venture."

The objectives of the study are

RESEARCH METHODOLOGY

This study is empirical in nature and the descriptive 

method has been adopted in this study. This study is based 

on the data of last 10 years i.e. from January2010, to 

December 2019.  This study is completely based on 

secondary data related to FDI, BSE Sensex, and CNX 

Nifty. The data of FDI has been collected from sources 

like department of Industrial Policy and Promotion. The 

data of CNX Nifty and BSE Sensex is collected from 

their websites i.e. from www.nseindia.com and 

www.bseindia.com respectively. The get the index value 

for annual purpose is calculated through averaging the 

daily closing index price. Research papers, articles, and 

journals are some of the various sources through which 

information are gathered. 

H 1: There exists a significant relationship between 0

FDI and Nifty.

b) To examine the relationship between FDI on Nifty 

and Sensex

Statistical Tools & Techniques

E-views version 9 is used to analyze the records on the 

quarterly basis. The study is descriptive in nature and is 

based on secondary data which was collected from the 

websites of BSE, NSE, and DIPP. Augmented Dickey 

Fuller Model or unit root test and multiple regression is 

used an analytical models are used to check the influence 

of the independent variables on dependent variable.

The BSE Sensex also known as the S&P Bombay stock 

exchange sensitive index or truly the Sensex is a public 

float market – weighted stock market index of 30 well 

renowned and financially stable companies mentioned in 

Bombay stock exchange. The 30 integrant companies 

which are some of the biggest and main deliberately 

traded stocks are spokesperson of a number of industrial 

sectors of the Indian Economy. 

OBJECTIVES

a) To explore the trends and patterns of inflows of FDI, 

CNX, Nifty and BSE Sensex in India since 2010.

Hypotheses

H 2: There exists a significant relationship between 0

FDI and BSE Sensex.

Kaur (2018) in her paper shows the trends and patterns of 

flow of FDI post 2010 and analyse the influence of FDI in 

different sectors viz a viz agricultural sector, 

manufacturing area and service sector. In her learn about 

she stated that FDI has won momentum in the monetary 

panorama of world economies in the last three decades. It 

had outpaced nearly all different economic indicators of 

LITERATURE REVIEW

Kumar, Rao and Shriwas (2019) shows that after the 

launch of Make in India, the trends of FDI has shown 

positive influence over the foreign investors due to 

investor friendly signals received from India. India has 

jumped from 15th position in 2014 to 10th position in 

2015 in the most faithful country for FDI. India has 

managed to receive $40 billion foreign investment during 

2015-16 which is more than 30% from the previous year. 

(UNCTAD, 2016). Singapore has the highest FDI in 

India all through the year 2015-16. Financial crises 

impacts in the withdrawal of FDI for that specific 

duration. India has the maximum FDI in service sectors 

by 19.51% of total FDI. FDI are attracted towards 

Construction Development by 11.56%.

Abubakar and Danladi (2018) examine the impact of 

foreign direct investment (FDI) on stock market 

development in Nigeria using annual data from 1981 to 

2016. The variables such as stock market development 

proxied by market capitalization, foreign direct 

investment, exchange rate, inflation rate and gross 

domestic savings were used in the study. The study found 

that foreign direct investment has positive and 

statistically insignificant effect on stock market 

development. Exchange rate and gross domestic savings 

exert positive and statistically significant impact on stock 

market development, while inflation rate has 

insignificant negative influence on stock market 

development in Nigeria throughout the study period.

Mannar (2018) examine the changes in the global FDI 

flows in India and review the Foreign Direct Investments 

secured by the country; analyze the trends of Foreign 

Direct Investment and assess the impact of the FDI in the 

economic development of a country. He also shows that 

there was a strong positive correlation between FDI & 

Sensex and FDI & Nifty. Flow of FDIs into India and 

BSE Sensex trend are dependent. Flow of FDIs into India 

and CNX Nifty trend are dependent.
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BSE Sensex trend are dependent. Flow of FDIs into India 
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Aggarwal and Solomon (2017) analyzed the trends and 

patterns of FDI and FII in India- Implications for the 

Future. The quantitative method was used which 

suggests that the research layout for the contemporary 

study was descriptive cum exploratory. His study was 

based on the secondary sources. The required records 

related to FDI and FII have been collected from the 

various sources like the bulletins of the Reserve bank of 

Sarkar (2017) studies the impact of FDI and FII on 

Economic Growth of India and in his study, Gross 

Domestic Product Growth Rate (GDPG) of India has 

been used as a proxy for economic growth of India, which 

is the rate at which the nation s GDP changes/ grows from 

one period to another. The facts for FDI, FII, and GDPG, 

for a period from 2000 - 2016, i.e. previous 17 years data 

had been accumulated from the Internet by exploring the 

secondary sources available on a variety of websites. The 

collected data have been analysed with E-Views 9.5 

Software. First of all data have been put to check 

normality and then unit-root test have been performed. 

Finally the influence of FDI and FII on Economic growth 

of India have been viewed by two time series regression 

models.

Gupta (2017) in his paper shows an increasing trend 

during the period of the study except for the years 2009-

10, 2010-11 & 2012-13. There has been a direct linear 

relationship between FDI & BSE Sensex and FDI & NSE 

CNX Nifty, means that if FDI increases then BSE Sensex 

and NSE CNX Nifty will increase in same direction. 

There has been a moderate degree of positive correlation 

between FDI & BSE Sensex and FDI & NSE CNX 

Nifty.There has been significant impact of FDI inflows in 

India on movements in Indian stock market i.e., BSE 

Sensex and NSE CNX Nifty .

economic transactions worldwide. India is the important 

recipient of FDI inflows in South-Asia region. It 

constitutes 75% of total FDI inflows to the region. Also 

there exists a high correlation among FDI and GDP in 

service sector, indicating a high wonderful relation 

between the two. She also indicates that there exist a 

positive correlation between FDI in all sectors and GDP 

in all sectors. Thus indicating that an increase in FDI will 

lead to financial growth and improvement of all the 

sectors viz a viz agriculture sector, manufacturing and 

service sector.

India, publications from the Ministry of the Commerce, 

Government of India. The closing index price of each 

year was taken from the BSE website. The Karl Pearson 

coefficient of correlation and Multiple Regression was 

once used to comprehend the relation and have an effect 

of FDI and FII on BSE Sensex.

Parvathi (2015) examined the trend of Foreign Direct 

Investment (FDI) inflows into India over the period 1991 

to 2014 and analyze the major determinants of FDI 

inflow in India considering Gross Domestic Product, 

Wholesale Price Index, Exchange Rate, Exports and 

Foreign Exchange Reserve as variables and identify 

those contributing significantly to FDI inflows into India.

Kapoor and Sachan (2015) explained the trends and 

patterns of Foreign direct Investment (FDI) & Foreign 

Institutional Investment (FII) into India. And he also 

study the relationship and impact of FDI & FII on Indian 

stock market with special reference to SENSEX and 

CNX Nifty. His study is based on the secondary data and 

the tools which were used are correlation and regression.

Yadav and Kumar (2016) analyzed that FII’S to be the 

important factor for an Emerging market economy’s 

performance as a whole and for FII’S foreign exchange 

reserves and exchange rates are also very important 

factor. The major investment strategies followed by FII’S 

is they are positive feedback trader, invest for brief term, 

decide upon Blue Chip Company and have herd 

mentality. It was once discovered that combined impact 

of macroeconomic variables and stock market 

parameters is greater than their individual effects. The 

effect of sectoral indices was relatively high. IIP and 

exchange rates were found to be the cause for FII flows to 

India.

Sood (2015) studied the significance of and FII for the 

economic growth in India during 2001-2015. His study 

was descriptive in nature consequently to achieve the 

goals of the study, the records have been accrued and 

compiled for the period 2001-15 from secondary source 

like RBI bulletin, DIPP, UNCTAD FDI statistics, 

Economic Survey of India and Ministry of Commerce 

and Industry data, online record base of Indian Economy, 

journals, articles, newspapers, etc. The tools and 

techniques used by him was Correlation Coefficient, 

Regression Coefficient, R-Square and SPSS.

Malhotra (2014) studies the trends and pattern of flow of 

FDI. Assess the determinants of FDI inflows in his 

research paper the impact of FDI on the Indian economy 

and to know the flow of investment in India. In his study 

he determined that India ought to also focus on areas of 

poverty reduction, trade liberalization, and banking and 

insurance liberalization. Challenges dealing with large 

FDI are now not just simply restrained to the ones 

mentioned above, because trade relations with foreign 

investors will continually convey in new challenges in 

investments.

Sindhu , Kalidas and Chandran (2014) analyzed that the 

momentum in the Indian stock market is highly 

influenced by the investor sentiment. Hence it is very 

essential to study the investor sentiment in different 

perspectives. We expect that the present study will give 

an insight into the factors contributing/influencing 

investor sentiment and how the gender of the investor 

influence the factors of investor sentiment. If the 

companies can analyse the investor sentiments and 

predict the momentum in the stock market, they can 

attract more and more investments and can be a part of 

economic development of the country.

DATA INTERPRETATION 

1 The data was analyzed using E-views version 

9.0.and the following assumptions were made 

while performing its operations:

DATA ANALYSIS

Where, ‘a’ represents the constant term, ‘β1’ represents 

the coefficient of  the respective independent 

variable(i.e. FDI), ‘e’ represents error term, and ‘stock’ 

represents the dependent variables(i.e. sensex and 

nifty). 

     Trend Analysis

a) All independent variables are quantitative or 

dichotomous and the dependent variable, Y is 

quantitative, continuous, and unbounded.

c)  At each set of values for the independent variables 

is normally distributed. 

1.  Augmented Dickey Fuller Model or Unit Root Tests 

The test is done to check the whether a given Time 

series is stationary or not. It is used to analyze the 

Stationarity of the series.

2. Multiple Regression Analysis Regression analysis 

was used to check the influence   of the independent 

variables on dependent variable. 

Stock = a +β1 FDI + e

b)  All independent variables have non-zero variance.

ANALYTICAL MODEL

Table 1: Trend Analysis of FDI

 

TREND %

2010 8014.33  100.00 18207.56 5462.09

2011 10613.5
 

132.43 17724.38 5319.93

2012 10133.5

 

126.44 17834.85 5410.56

2013 10790.33 134.64
 

19727.08 5908.09

2014 14609.42 182.29

 

 
24941.00 7453.50

2015 21046.83 262.61 27382.92 8298.82

2016 25970.25 321.80
 

 

26505.69 8138.21

2017 23564 294.02
 

31162.84 9661.42

2018 24224.92 302.27 35683.95 10826.45

2019 28733.78 358.53 38716.27 11535.40

YEAR FDI SENSEX NIFTY

Source: https://www.bseindia.com/sensex/code/16/
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The above table presents the amount of flow of FDI in 

India in terms of US$ million, the BSE Sensex and Nifty 

during the period of study. The table clearly depicts that, 

FDI total inflows in the year 2010 was 8014.33 Cr. and 

thereafter it increased in next six years to 25970.25 in 

2016. But due to the Crisis (2017) and changes in the FDI 

limits in various sectors, the FDI inflows into India had 

reduced to 23564 Cr. in 2017 and further increased to 

24224.92 by the end of year 2018. Thereafter the total The above tables shows the ADF (i.e. Augmented 

The beginning trend percentage of FDI has been at 100% 

level and it increased and reached to 358.53 % in the year 

ended 2019, which were highest in the decade.

FDI inflows increased to 28733.78 Cr. by the end of 

financial year 2019. Thus, FDI total inflows in India 

showed a fluctuating trend during the period of study 

with a significant upsurge in 2019 as compared to 2010.

Table 2: ADF Unit Root Test Analysis at level and at 1st difference

Variables t-Statistics  ADF at level Critical Value at 10% 

 

Sensex
 0.599439 0.9879 - 2.607932 

Nifty
 

0.293194
 0.9750 - 2.607932 

FDI
 

- 0.124552
 

0.9389
 

- 2.612874
 

  

 

 

 

ADF at  1st 

Difference

-6.067519 0.0000 -2.609066

-6.380751 0.0000 -2.609066

-8.429077 0.0000 -2.612874

Variables -t Statistics  Critical Value at 10% 

Sensex
   

Nifty
   

FDI
  

  

 

 

Dickey Fuller Model or Unit Root Tests) test has applied 

 

0

1

2

3

4

5

6

7

8

9

15000 20000 25000 30000 35000 40000

to check the Stationarity of the data. All the variables are 

stationary at 1st differences

Normality Test Results  

H 3: Residuals are normally distributed0

Figure 1: Normality Test Results (Sensex)

The above figure shows that the null hypothesis 

(Residuals are normally distrituted) cannot be 

rejected because Jarque-Bera value (3.110276) is 

above 0.05 and p value (0.211160) is >0.05 that shows 

that residuals are normally distributed, which fulfills the 

required assumption of a best regression model.
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Figure 2: Normality Test  Results (Nifty)
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The above figure shows that the Residuals are normally 

distributed so we will not reject the null hypothesis 

because jarque-bera value  (3.309589) is above 0.05 and 

even P value (0.191131) is >.05 that shows that’s 

residuals are normally distributed, which fulfills the 

required assumption of a best regression model.
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Figure 3: Normality Test Results (FDI)

The above figure shows that the residuals are normally 

distributes so we will not reject the null hypothesis 

because Jarque-Bera value  (2.253607) is above 0.05 and 

even P value (0.324068) is >.05 that shows that’s 

residuals are normally distributed, which fulfills the 

required assumption of a best regression model.

Multiple Regression

H 1: There exists a significant relationship between FDI 1

and Nifty

Table 3: Relationship between FDI and CNX Nifty

Variables Coefficient  Std. Error t-Statistics Prob. 

C -6495.880 3077.009 -2.111102 0.0416 

CNX_NIFTY 3.117782 0.385196 8.094016 0.0000 

 

R-squared 0.639071 

0.629316
 

Adjusted R-squared
 

 

The above table shows that the hypothesis has been 

accepted (p <0.05, 0.000) in this study because the 

selected variable (Nifty) have shown an influence on the H 2: There exists a significant relationship between 0

FDI and BSE Sensex.

FDI and there is a significant relationship between FDI 

and CNX Nifty.

Table 4: Relationship between FDI and BSE Sensex

Variables Coefficient  Std. Error t-Statistics Prob. 

C -6468.128 3168.188 -2.041586 0.0484 

BSE_SENSEX 0.942983 0.120184 7.846173 0.0000 

 

R-squared 0.624603 

0.614458 Adjusted R-squared 

 

1. The main objective of this research paper is to study 

the impact of selected variables (BSE Sensex and 

CNX Nifty) on FDI. For this purpose the quarterly 

data of BSE Sensex, CNX Nifty, and Foreign Direct 

Investment (FDI) have been taken. All the variables 

are stationary at 1st difference. 

2. The study mainly depends of upon the published 

secondary data which was assumed to be reliable. 

2. Multiple regression was applied to check the impact 

of selected variables on FDI so it was found that 

selected variables (BSE Sensex and CNX Nifty) 

have shown an influence on the on the FDI.

1. The study is limited to the time period of ten years 

only. 

3. The study has taken into consideration only three 

variables but there are many other factors which 

could be studied further. 

FINDINGS OF THE STUDY

4. There is significant relationship between FDI and 

Indian Stock Market

3. A change in the variables had a statistically 

significant impact on changes in the FDI even as 

changes in FDI also seem to be an significant factor 

explaining part of the movements in the variables. 

From the above table it is seen that the hypothesis has 

been accepted (p <0.05, 0.000)in this study because the 

selected variable(Sensex) have shown an influence on the 

FDI and there is a significant relationship between FDI 

and BSE Sensex.
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The above figure shows that the Residuals are normally 

distributed so we will not reject the null hypothesis 

because jarque-bera value  (3.309589) is above 0.05 and 

even P value (0.191131) is >.05 that shows that’s 

residuals are normally distributed, which fulfills the 

required assumption of a best regression model.
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