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EXECUTIVE SUMMARY

A sizable portion of the population still lacks simple access to capital markets
for profitable investments, the concern is divisive. For rising economies like
India, FIl has emerged as a significant source of capital. Through FII’s
investment in the nation, these investors have made a significant contribution
to the expansion and prosperity of the Indian capital market. The economy can
suffer greatly from an overreliance on FlIs since they frequently act
irrationally. Additionally, the FII flows have a negative side. Flls often invest
in the best-run businesses, which generates purchasing pressure that drove the
indexes higher, almost like how the price of a good would rise owing to
increased demand. Due to the heavy manipulation that follows, this has a
cascading effect on even undeserving stocks among others, allowing the
promoters and operators to avoid detection. Small investors who are looking
for cheap deals as a result are induced into such stocks. FIl have been allowed
to invest in debt, equity, and derivative products with some restrictions on
foreign ownership and maximum investment limitations per investor. As FlI
influence the real economy of India through exchange rates and numerous
other factors. It is necessary to research how FII (both equity and debt) affect
changes in the foreign exchange rate (rupee to US dollar).

Current research focuses on the impact of exchange rate fluctuation on the FlI
in India. This research is conducted for the duration of 10 years from 2013 to
2022. The FII investment includes investment in equity and debt. The data is
gathered on the basis of month which includes gross purchase, gross sales and
net investment in equity and debt. The fluctuation of currency is observed in
Indian rupee per dollar. The study reveals that there exists a unidirectional
causality from FII debt investment to exchange rate. The study’s findings
indicate that FI1 debt investment have substantial causal effect on the exchange
rate.



