
VOLUME NO. 4 (2013), ISSUE NO. 12(DECEMBER)   ISSN 0976-2183 

 A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

Indexed & Listed at:  
Ulrich's Periodicals Directory ©, ProQuest, U.S.A., EBSCO Publishing, U.S.A., Cabell’s Directories of Publishing Opportunities, U.S.A., 

Open J-Gage, India [link of the same is duly available at Inflibnet of University Grants Commission (U.G.C.)], 
Index Copernicus Publishers Panel, Poland with IC Value of 5.09 & number of libraries all around the world. 

Circulated all over the world & Google has verified that scholars of more than 2980 Cities in 165 countries/territories are visiting our journal on regular basis. 

Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI – 135 003, Yamunanagar, Haryana, INDIA 

http://ijrcm.org.in/ 



VOLUME NO. 4 (2013), ISSUE NO. 12(DECEMBER)   ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

ii

CONTENTS 
Sr. 
No. TITLE & NAME OF THE AUTHOR (S) Page 

No. 

1. IMPACT OF ORGANISED RETAIL ON UNORGANISED RETAIL IN INDIA 

CMA  JAYASHREE RAMANAN & DR. K.P.V.RAMANAKUMAR 

1 

2. AN ANALYSIS OF EMPLOYEE RETENTION PREVAILING IN MANUFACTURING INDUSTRY IN HOSUR, TAMIL NADU 

DR. B. N. SIVAKUMAR, DR. V. NAVANEETHAKUMAR & K. R. KUMAR 

3 

3. HRD PRACTICES IN BANKS: A STUDY WITH REFERENCE TO PUBLIC AND PRIVATE SECTOR BANKS 

DR. P. SUCHITRA 

7 

4. PRE-PURCHASE INFORMATION SEARCH BEHAVIOUR OF RURAL CONSUMERS TOWARDS PRE-OWNED CARS 

DR. M. UMA MAHESWARI & DR. M. JEZER JEBANESAN 

13 

5. LINKING EMOTIONAL INTELLIGENCE, SALES PERFORMANCE AND SALES SUCCESS OF RETAIL SALESPEOPLE: A REVIEW APPROACH 

DR. M. M. MUNSHI & SANJAY HANJI 

19 

6. REASONS AND EXPECTATIONS OF CUSTOMERS TOWARDS SHAMPOO BRANDS 

KHAWAJA MUBEENUR RAHMAN & DR. ROSHAN KAZI 

24 

7. TEAM FORMATION STRATEGIES BASED ON PERSONALITY TYPES AND COMMUNICATION STYLES TO IMPROVE TEAM EFFECTIVENESS 

DR. MARY CHERIAN & DR. KIRUPA PRIYADARSHINI M. 

28 

8. MICROFINANCE CRISIS IN ANDHRA PRADESH AND REGULATORY RESPONSE 

K. LAKSHMI & DR. S. VASANTHA 

32 

9. COST OPTIMIZATION THROUGH ‘INTERNAL TALENT RETENTION STRATEGIES’: AN ANALYTICAL STUDY 

DR. SONALI DHARMADHIKARI 

37 

10. TALENT MANAGEMENT: A NEW CORPORATE MANTRA 

K. USHA 

42 

11. RATIONALITY AND EMOTIONALITY IN CUSTOMERS’ ADVERTISING AND BRAND ELEMENT RECOLLECTION: A STUDY ON LOYAL 

CUSTOMERS OF CERTAIN BRANDS 

VINOD URATH & N. R. NARAYANAN 

45 

12. INDUSTRIAL-CORPORATE SOCIAL RESPONSIBILITY 

KONDA SANTOSH KUMAR & GHANATHE RAMESH 

49 

13. BRING YOUR OWN DEVICE (BYOD): AN EMPIRICAL STUDY ACROSS INDUSTRIES 

RINKU MAHINDRU 

54 

14. FOREIGN BANKS IN INDIA: A LITERATURE REVIEW 

NEHA NAINWAL 

58 

15. COST–BENEFIT ANALYSIS OF BUS TRANSPORT IN KUMBAKONAM REGION OF TAMIL NADU 

DR. C. KUMARAN 

63 

16. RELATIONSHIP BETWEEN INDIAN CAPITAL MARKET AND FOREIGN INSTITUTIONAL INVESTMENT 

DR. SUMAN DAHIYA GAINA 

66 

17. AN ANALYSIS OF EFFECTS OF ENVIRONMENTAL PERFORMANCE OF CONSUMER GOODS INDUSTRY AND THE FINANCIAL PERCEPTION OF 

THE INVESTORS: A COMPARISON OF INDIAN AND US FIRMS 

AMOGH TALAN 

71 

18. DESIRED  CONTRIBUTION: IMPACT  OF  PENSION  FUND  MANAGERS  PERFORMANCE  ON  RISK  AND  RETURN 

SATHISHA H K, SOWMYA G S & SUSHMA K 

76 

19. AGE WISE STUDY OF JOB SATISFACTION OF DELHI UNIVERSITY FACULTY 

NARANDER KUMAR NIGAM & SAUMYA JAIN 

87 

20. THE EFFECT OF OWNERSHIP STRUCTURE ON AUDIT QUALITY 

ROYA DARABI & NOTASH MOGHADAM 

94 

21. A REFLECTION ON THE NATURE OF CORPORATE GOVERNANCE IN INDIA 

SHWETA SATIJA 

100 

22. THE PERCEPTION OF AGRICULTURAL STUDENTS AND SELF-EMPLOYMENT IN AGRIBUSINESS: A CASE STUDY OF STUDENTS OF UNIVERSITY 

FOR DEVELOPMENT STUDIES, GHANA 

HUDU ZAKARIA, HAMZA ADAM & AFISHATA MOHAMMED ABUJAJA 

104 

23. ISLAMIC BANKING AND IJARAH FINANCING IN PAKISTAN 

KALSOOM AKHTAR, AIMAN CHISHTI, SAMRA KANWAL, NADIA ASLAM & SOBIA ASLAM 

109 

24. ENVIRONMENTAL AUDIT: STEP TOWARDS SUSTAINABLE DEVELOPMENT 

DR. S. K. JHA 

118 

25. CHIT FUND- ROTATION OF MONEY 

NAZIA ABBAS ABIDI 

122 

26. CURRENCY DEVALUATION: A STORY FROM 1966 TO 2013 

REKHA RANI 

124 

27. CHILD LABOUR AND TRADE LIBERALISATION 

SIDDHARTH RATHORE 

129 

28. CORPORATE SOCIAL RESPONSIBILITY IN INDIAN BANKING SECTOR: A STUDY OF SONIPAT BRANCHES 

KAVERI HANS & DR. MANISHA 

134 

29. AN ASSESSMENT ON JOB SATISFACTION OF ACADEMIC EMPLOYEES: A SURVEY ON ETHIOPIAN PRIVATE INSTITUTIONS OF HIGHER 

LEARNING 

MULU ADERIE ALEMU 

138 

30. REGULATIONS IN INDIAN CORPORATE DEBT MARKET 

ANSHIKA AGARWAL 

145 

 REQUEST FOR FEEDBACK & DISCLAIMER 154 



VOLUME NO. 4 (2013), ISSUE NO. 12(DECEMBER)   ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

iii

CHIEF PATRON 
PROF. K. K. AGGARWAL 

Chairman, Malaviya National Institute of Technology, Jaipur 
(An institute of National Importance & fully funded by Ministry of Human Resource Development, Government of India) 

Chancellor, K. R. Mangalam University, Gurgaon 

Chancellor, Lingaya’s University, Faridabad 

Founder Vice-Chancellor (1998-2008), Guru Gobind Singh Indraprastha University, Delhi 

Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar 

 

FOUNDER PATRON 
LATE SH. RAM BHAJAN AGGARWAL 

Former State Minister for Home & Tourism, Government of Haryana 

FormerVice-President, Dadri Education Society, Charkhi Dadri 

FormerPresident, Chinar Syntex Ltd. (Textile Mills), Bhiwani 

 

CO-ORDINATOR 
DR. SAMBHAV GARG 

Faculty, Shree Ram Institute of Business & Management, Urjani 
 

ADVISORS 
DR. PRIYA RANJAN TRIVEDI 

Chancellor, The Global Open University, Nagaland 

PROF. M. S. SENAM RAJU 
Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi 

PROF. M. N. SHARMA 
Chairman, M.B.A., HaryanaCollege of Technology & Management, Kaithal 

PROF. S. L. MAHANDRU 
Principal (Retd.), MaharajaAgrasenCollege, Jagadhri 

 

EDITOR 
PROF. R. K. SHARMA 

Professor, Bharti Vidyapeeth University Institute of Management & Research, New Delhi 

 

CO-EDITOR 
DR. BHAVET 

Faculty, Shree Ram Institute of Business & Management, Urjani 

 

EDITORIAL ADVISORY BOARD 
DR. RAJESH MODI 

Faculty, YanbuIndustrialCollege, Kingdom of Saudi Arabia 

PROF. SANJIV MITTAL 
UniversitySchool of Management Studies, GuruGobindSinghI. P. University, Delhi 

 



VOLUME NO. 4 (2013), ISSUE NO. 12(DECEMBER)   ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

iv

PROF. ANIL K. SAINI 
Chairperson (CRC), GuruGobindSinghI. P. University, Delhi 

DR. SAMBHAVNA 
Faculty, I.I.T.M., Delhi 

DR. MOHENDER KUMAR GUPTA 
Associate Professor, P.J.L.N.GovernmentCollege, Faridabad 

DR. SHIVAKUMAR DEENE 
Asst. Professor, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga 

 

ASSOCIATE EDITORS 
PROF. NAWAB ALI KHAN 

Department of Commerce, Aligarh Muslim University, Aligarh, U.P. 

PROF. ABHAY BANSAL 
Head, Department of Information Technology, Amity School of Engineering & Technology, Amity 

University, Noida 

PROF. V. SELVAM 
SSL, VIT University, Vellore 

PROF. N. SUNDARAM      
VITUniversity, Vellore 

DR. PARDEEP AHLAWAT 
Associate Professor, Institute of Management Studies & Research, MaharshiDayanandUniversity, Rohtak 

DR. S. TABASSUM SULTANA 
Associate Professor, Department of Business Management, Matrusri Institute of P.G. Studies, Hyderabad 

 

TECHNICAL ADVISOR 
AMITA 

Faculty, Government M. S., Mohali 

 

FINANCIAL ADVISORS 
DICKIN GOYAL 

Advocate & Tax Adviser, Panchkula 

NEENA 
Investment Consultant, Chambaghat, Solan, Himachal Pradesh 

 

LEGAL ADVISORS 
JITENDER S. CHAHAL 

Advocate, Punjab & Haryana High Court, Chandigarh U.T. 

CHANDER BHUSHAN SHARMA 
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri 

 

SUPERINTENDENT 
SURENDER KUMAR POONIA 

 



VOLUME NO. 4 (2013), ISSUE NO. 12(DECEMBER)   ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

v

CALL FOR MANUSCRIPTS 
We invite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in the areas of 

Computer Science & Applications; Commerce; Business; Finance; Marketing; Human Resource Management; General Management; Banking; 

Economics; Tourism Administration & Management; Education; Law; Library & Information Science; Defence & Strategic Studies; Electronic 

Science; Corporate Governance; Industrial Relations; and emerging paradigms in allied subjects like Accounting; Accounting Information 

Systems; Accounting Theory & Practice; Auditing; Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting; 

Econometrics; Economic Development; Economic History; Financial Institutions & Markets; Financial Services; Fiscal Policy; Government & Non 

Profit Accounting; Industrial Organization; International Economics & Trade; International Finance; Macro Economics; Micro Economics; Rural 

Economics; Co-operation; Demography: Development Planning; Development Studies; Applied Economics; Development Economics; Business 

Economics; Monetary Policy; Public Policy Economics; Real Estate; Regional Economics; Political Science; Continuing Education; Labour 

Welfare; Philosophy; Psychology; Sociology; Tax Accounting; Advertising & Promotion Management; Management Information Systems (MIS); 

Business Law; Public Responsibility & Ethics; Communication; Direct Marketing; E-Commerce; Global Business; Health Care Administration; 

Labour Relations & Human Resource Management; Marketing Research; Marketing Theory & Applications; Non-Profit Organizations; Office 

Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; Organizational Development; 

Production/Operations; International Relations; Human Rights & Duties; Public Administration; Population Studies; Purchasing/Materials 

Management; Retailing; Sales/Selling; Services; Small Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; 

Tourism & Hospitality; Transportation Distribution; Algorithms; Artificial Intelligence; Compilers & Translation; Computer Aided Design (CAD); 

Computer Aided Manufacturing; Computer Graphics; Computer Organization & Architecture; Database Structures & Systems; Discrete 

Structures; Internet; Management Information Systems; Modeling & Simulation; Neural Systems/Neural Networks; Numerical 

Analysis/Scientific Computing; Object Oriented Programming; Operating Systems; Programming Languages; Robotics; Symbolic & Formal Logic; 

Web Design and emerging paradigms in allied subjects. 

Anybody can submit the soft copy of unpublished novel; original; empirical and high quality research work/manuscript anytime in M.S. Word 

format after preparing the same as per our GUIDELINES FOR SUBMISSION; at our email address i.e. infoijrcm@gmail.com or online by clicking 

the link online submission as given on our website (FOR ONLINE SUBMISSION, CLICK HERE).  

GUIDELINES FOR SUBMISSION OF MANUSCRIPT 

1. COVERING LETTER FOR SUBMISSION: 

DATED: _____________ 

THE EDITOR 

IJRCM 

Subject: SUBMISSION OF MANUSCRIPT IN THE AREA OF                                                                                                                . 

 (e.g. Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/Engineering/Mathematics/other, please specify) 

DEAR SIR/MADAM 

Please find my submission of manuscript entitled ‘___________________________________________’ for possible publication in your journals. 

I hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published elsewhere in any language fully or partly, nor is it 

under review for publication elsewhere. 

I affirm that all the author (s) have seen and agreed to the submitted version of the manuscript and their inclusion of name (s) as co-author (s). 

Also, if my/our manuscript is accepted, I/We agree to comply with the formalities as given on the website of the journal & you are free to publish our 

contribution in any of your journals. 

NAME OF CORRESPONDING AUTHOR: 

Designation: 

Affiliation with full address, contact numbers & Pin Code: 

Residential address with Pin Code: 

Mobile Number (s): 

Landline Number (s):  

E-mail Address: 

Alternate E-mail Address: 

NOTES: 

a) The whole manuscript is required to be in ONE MS WORD FILE only (pdf. version is liable to be rejected without any consideration), which will start from 

the covering letter, inside the manuscript. 

b) The sender is required to mentionthe following in the SUBJECT COLUMN of the mail:  

New Manuscript for Review in the area of (Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/ 

Engineering/Mathematics/other, please specify) 

c) There is no need to give any text in the body of mail, except the cases where the author wishes to give any specific message w.r.t. to the manuscript. 

d) The total size of the file containing the manuscript is required to be below 500 KB. 

e) Abstract alone will not be considered for review, and the author is required to submit the complete manuscript in the first instance. 

f) The journal gives acknowledgement w.r.t. the receipt of every email and in case of non-receipt of acknowledgment from the journal, w.r.t. the submission 

of manuscript, within two days of submission, the corresponding author is required to demand for the same by sending separate mail to the journal. 

2. MANUSCRIPT TITLE: The title of the paper should be in a 12 point Calibri Font. It should be bold typed, centered and fully capitalised. 

3. AUTHOR NAME (S) & AFFILIATIONS: The author (s) full name, designation, affiliation (s), address, mobile/landline numbers, and email/alternate email 

address should be in italic & 11-point Calibri Font. It must be centered underneath the title. 

4. ABSTRACT: Abstract should be in fully italicized text, not exceeding 250 words. The abstract must be informative and explain the background, aims, methods, 

results & conclusion in a single para. Abbreviations must be mentioned in full. 



VOLUME NO. 4 (2013), ISSUE NO. 12(DECEMBER)   ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

vi

 

5. KEYWORDS: Abstract must be followed by a list of keywords, subject to the maximum of five. These should be arranged in alphabetic order separated by 

commas and full stops at the end. 

6. MANUSCRIPT: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It must be prepared on a single space and 

single column with 1” margin set for top, bottom, left and right. It should be typed in 8 point Calibri Font with page numbers at the bottom and centre of every 

page. It should be free from grammatical, spelling and punctuation errors and must be thoroughly edited. 

7. HEADINGS: All the headings should be in a 10 point Calibri Font. These must be bold-faced, aligned left and fully capitalised. Leave a blank line before each 

heading. 

8. SUB-HEADINGS: All the sub-headings should be in a 8 point Calibri Font. These must be bold-faced, aligned left and fully capitalised.  

9. MAIN TEXT: The main text should follow the following sequence: 

 INTRODUCTION 

 REVIEW OF LITERATURE 

 NEED/IMPORTANCE OF THE STUDY 

 STATEMENT OF THE PROBLEM 

 OBJECTIVES 

 HYPOTHESES 

 RESEARCH METHODOLOGY 

 RESULTS & DISCUSSION 

 FINDINGS 

 RECOMMENDATIONS/SUGGESTIONS 

 CONCLUSIONS 

 SCOPE FOR FURTHER RESEARCH 

 ACKNOWLEDGMENTS 

 REFERENCES 

 APPENDIX/ANNEXURE 

 It should be in a 8 point Calibri Font, single spaced and justified. The manuscript should preferably not exceed 5000 WORDS. 

10. FIGURES &TABLES: These should be simple, crystal clear, centered, separately numbered &self explained, and titles must be above the table/figure. Sources of 

data should be mentioned below the table/figure. It should be ensured that the tables/figures are referred to from the main text. 

11. EQUATIONS:These should be consecutively numbered in parentheses, horizontally centered with equation number placed at the right. 

12. REFERENCES: The list of all references should be alphabetically arranged. The author (s) should mention only the actually utilised references in the preparation 

of manuscript and they are supposed to follow Harvard Style of Referencing. The author (s) are supposed to follow the references as per the following: 

• All works cited in the text (including sources for tables and figures) should be listed alphabetically.  

• Use (ed.) for one editor, and (ed.s) for multiple editors.  

• When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc, in chronologically ascending order. 

• Indicate (opening and closing) page numbers for articles in journals and for chapters in books.  

• The title of books and journals should be in italics. Double quotation marks are used for titles of journal articles, book chapters, dissertations, reports, working 

papers, unpublished material, etc. 

• For titles in a language other than English, provide an English translation in parentheses.  

• The location of endnotes within the text should be indicated by superscript numbers. 

 

PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN REFERENCES: 

BOOKS 

• Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.  

• Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio" Ohio State University, Nigeria.  

CONTRIBUTIONS TO BOOKS 

• Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited by David Crowther & 

Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303. 

JOURNAL AND OTHER ARTICLES 

• Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," Journal of Urban Economics, 

Vol. 21, No. 1, pp. 83-104. 

CONFERENCE PAPERS 

• Garg, Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management Association, New Delhi, India, 

19–22 June. 

UNPUBLISHED DISSERTATIONS AND THESES 

• Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra. 

ONLINE RESOURCES 

• Always indicate the date that the source was accessed, as online resources are frequently updated or removed. 

WEBSITES 

• Garg, Bhavet (2011): Towards a New Natural Gas Policy, Political Weekly, Viewed on January 01, 2012 http://epw.in/user/viewabstract.jsp 



VOLUME NO. 4 (2013), ISSUE NO. 12(DECEMBER)   ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories 

http://ijrcm.org.in/ 

66

RELATIONSHIP BETWEEN INDIAN CAPITAL MARKET AND FOREIGN INSTITUTIONAL INVESTMENT 
 

DR. SUMAN DAHIYA GAINA 

ASST. PROFESSOR 

PDM COLLEGE OF ENGINEERING 

BAHADURGARH 

 

ABSTRACT 
This paper studies the relationship between Indian capital markets and foreign institutional investment which in turn will cater to the interest of policy makers 

and investors especially focusing on the behavioral study during phases of change in the market. The study is based on secondary data taken for approx. 12 years 

spanning from January 2001 to October 2012. VAR approach and Granger Causality tests have been used in research of subjected study. The study founds a 

positive correlation between FII’s and Sensex in all the phases of market and strong relationship between the Sensex and FIIs during the technology crisis in Indian 

economy. 

 

KEYWORDS 

FIIs, Stock return, BSE Sensex, Foreign Investment, and Granger Causality. 

 

1. INTRODUCTION 
merging economies like India are focusing on investment from external financing agencies or say inflow of foreign capital to create foreign exchange 

reserve in the nation, to meet their trade deficit and for the development of the economy via international trade. As every coin always has the two sides 

likewise foreign capital inflow brings economical threats as well as opportunities in the country. On the one hand due to the entry of foreign capital, 

domestic industries may face stiff competition from MNC’s. Whereas on the other hand the inflow of foreign capital will lead to enhancement of the skills, 

knowledge and technology of Indian industries. FDI and FIIs are main source of attracting the foreign investment in a nation. FII’s includes “Overseas pension 

funds, mutual funds, investment trusts, asset Management Companies, Nominee Companies, banks, institutional portfolio managers, university funds, 

endowments, foundations, charitable trusts, charitable societies etc. The term FII is used most commonly in India to refer outside companies investing in the 

financial markets of India. After 1991 Economic reforms, which leads to liberalization of Indian economy in world market, In September, 1992 FIIs were allowed 

to invest in Indian stock market. Since then, India has witnessed a significant rise in capital Inflows. The variation in the cost of capital is also one of the 

important factors resulting in attracting foreign capital in India.  

During the year FY2002-2003, Net FIIs investment in Indian stock market had been decreased from 82.73 to 26.69 billion rupees. This was the time when world 

market was facing IT crisis. After an impressive performance for nearly five years, foreign capital inflows lost their momentum in the second half of 2008. The 

most significant change was observed in the case of FIIs, which saw a strong reversal of flows. Against a net inflow of 625.84 rupees billion in FY2007–2008, 

there was a net outflow of -433.38 rupees billion from Indian markets during FY2008–2009 as foreign portfolio investors sought safety and mobilized resources 

to strengthen the balance sheet of their parent companies. This massive outflow of FII’s created panic in the Indian stock markets. Consequently, equity markets 

lost more than 60% of their index value. 

Therefore the flow of foreign institutional investment and its relationship with stock returns has been of immense interest to investors and policy makers alike. 

Generally the flow of foreign institutional investment has been highly correlated with the market returns and the study of markets behavior becomes utmost 

important especially at the time of phases of upward and downward movement of the returns. The present study has been done with focus on phases of change 

in Indian stock market.  

 

2. LITERATURE REVIEW 
A large number of studies have been conducted to explore the cause and effect relationship between FIIs and market indices of Indian stock market. These 

studies present the mixed findings. 

Rao, Murthy and Rangnathan (1999), conducted a study of developed market by taking the data for a period of 8 years (1990 to 1998). They suggest that FIIs 

investments would help the stock markets directly through widening investor base and indirectly compelling local authorities to improve the trading system. In 

their study they analyzed the investment exposure of the five US-based India specific funds that suggested a close resemblance between FII investment and 

trading pattern at the BSE. On behalf of that they interpreted that net FII investment influences stock prices in India as it traces the relationship to the sectoral 

level. They found that heavy emphasis of FIIs was on computer software and consumer goods industry. The other finding was that the FIIs are having a strong 

presence in the Indian Mutual Funds segment. 

Chakrabarti (2002) examined the nature and causes of FII flows to India. The study has found FII inflows were highly correlated with equity returns in India and 

argued that FII flows are effects of returns rather than the cause of it. The study also argued that, FIIs do not seem to have informational disadvantage compared 

to local investors. It was found that Asian crisis resulted in a regime shift and since then domestic equity returns became the single most important determinant 

of FII flows to India. 

Panda (2005), tried to examine the impact of FIIs Investments on the Indian stock market by applying VAR analysis on the daily data from October 2003 to 

March 2004 and found Mutual Fund investments having better explanatory power than FIIs investments in explaining returns on both of the main Indian 

markets BSE and NSE Nifty. The investigation found that FIIs investments did not affect BSE Sensex rather it was affected by the later. 

Suresh Babu and Prabheesh (2008) examined the causal relationship between foreign institutional investment and stock returns. The study has found bi 

directional causality between FIIs investment and stock returns. FIIs investment flows were more stock return driven. 

Bansal And Pasricha (2009), studied the impact of market opening to FIIs, on Indian stock market behavior. India announced its policy regarding the opening of 

stock market to FIIs for investment in equity and related instruments on 14th September 1992. Using stock market data related to Bombay Stock Exchange, for 

both before and after the FIIs policy announcement day, they conducted an empirical examination to assess the impact of the market opening on the returns 

and volatility of stock return. they found that while there is no significant changes in the Indian stock market average returns, volatility is significantly reduced 

after India unlocked its stock market to foreign investors. 

Goudarzi  and Ramanarayanan (2011) investigated the cointegration and causality between the Indian stock market and foreign institutional investment (FII) In 

India during world financial turmoil of 2008. Found that BSE500 stock index and FII series are cointegrated and causality between them is bilateral. 

Gupta (2011) examined the relationship between Indian stock market and FIIs investment in India and found that both, Indian stock market and FIIs influence 

each other; however, their timing of influence is different. 

Mamta, Priyanka and Mathur (2012) made an attempt to understand the behavioral pattern of FII during the period of 2001 to 2010 and Also examined 

correlation between FII and BSE sensex by the Karl Pearson’ Coefficient of correlation test. They found that sensex has increased when there are positive inflows 

of FIIs and there were decrease in sensex when there were negative FII inflows. The Pearson correlation values indicated positive correlation between the 

foreign institutional investments and the movement of sensex. 

E
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Sultana and Pardhasaradhi (2012) made  an attempt to study the relationship and impact of FDI & FII on Indian stock market using statistical measures 

correlation coefficient and multi regression. Based on 11 years data starting from 2001 to 2011, they found that Flow of FDIs and FIIs in India determines the 

trend of Indian stock market. 

 

3. DATA AND RESEARCH METHODOLOGY 
DATA 

Time span of the study is from January 2001 to October 2012.The study period has been divided into three phases as per the global event and market trends. 

The first phase covers period from January 2001 to December 2003 during which global economy faced the IT crisis and result into explosion of the bubble of the 

internet and technology value. During this phase share price of the IT companies came to their lowest level. The second phase from January 2004 to December 

2007 characterize by the revival of stock market and positive flow of foreign capital in emerging economies, commonly known as the bull run period. In the third 

phase from January 2008 to October 2012 economies went through financial crisis. Recession raised the eyebrows of all the eminent economists and finance 

professionals of world economy. 

The present study is based on secondary data. FIIs net investment in Equity and closing price of sensex of Bombay Stock Exchange has been taken in this study. 

BSE is the oldest stock exchange of India and barometer of Indian economy. FIIs data and stock prices data has been taken from the websites of SEBI and BSE 

stock exchange respectively. 

METHOD OF ANALYSIS 

First of all, the following formula is used to calculate the daily stock returns for the above mentioned stock index. 

Rt = [log (Pt) – log (Pt-1)]*100 

Where Pt is the price of stock index on date t, Pt-1 is the price of the stock index on day t-1 and Rt is the daily return on day t. 

To analyze the relationship between foreign institutional investments (FIIs) and stock returns the study proposes to use VAR approach and Granger Causality 

test.  

UNIT ROOT TEST 

Studies which are based on time series data assume that time series is stationary that implies mean and variance are constant over the time. Stationary 

condition has been tested using Augmented Dicky Fuller (ADF) and Phillips- Perron tests. 

Augmented Dickey–Fuller (ADF) Test: 

Augmented Dickey-Fuller (ADF) test has been carried out which is the modified version of Dickey-Fuller (DF) test. ADF makes a parametric correction in the 

original DF test for higher-order correlationby assuming that the series follows an AR (p) process. The ADF approach controls for higher-order correlation by 

adding lagged difference terms of the dependent variable to the right-hand side of the regression. The Augmented Dickey-Fuller test specification used here is as 

follows: 

ΔYt = b0 + β Yt-1 + μ1 ΔYt-1 + μ2 ΔYt-2 +….. + μp ΔYt-p + et 

Yt represents time series to be tested, b0 is the intercept term, β is the coefficient of interest in 

The unit root test, μi is the parameter of the augmented lagged first difference of Yt to represent the pthorder autoregressive process, and et is the white noise 

error term. 

Phillips-Perron (PP) Test: 

Phillips and Perron(1988) use non-parametric statistical methods to take care of the serial correlation in the error terms without adding lagged difference terms. 

The test regression for the Phillips-Perron (PP) test is the AR (1) process: 

ΔYt = b0 + β Yt-1 + et      

GRANGER CAUSALITY TEST 

According to the concept of Granger’s causality test (1969, 1988), a time series xt Granger-causes another time series yt if series yt can be predicted with better 

accuracy by using past values of xt rather than by not doing so, other information is being identical. If it can be shown, usually through a series of F-tests and 

considering AIC on lagged values of xt (and with lagged values of yt also known), that those xt values provide statistically significant information about future 

values of yt time series then xt is said to Granger-cause yt i.e. xt can be used to forecast yt .The pre-condition for applying Granger Causality test is to ascertain the 

stationarity of the variables in the pair. Engle and Granger (1987) show that if two non-stationary variables are co-integrated, a vector auto-regression in the first 

differences is unspecified. If the variables are co-integrated, an error-correcting model must be constructed. In the present case, the variables are not co-

integrated; therefore, Bivariate Granger causality test is applied at the first difference of the variables. The second requirement for the Granger Causality test is 

to find out the appropriate lag length for each pair of variables. For this purpose, we used the vector auto regression (VAR) lag order selection method available 

in Eviews. This technique uses six criteria namely log likelihood value (log L), sequential modified likelihood ratio (LR) test statistic, final prediction error (F & E), 

AKaike information criterion (AIC), Schwarz information criterion (SC) and 

Hannan–Quin information criterion (HQ) for choosing the optimal lag length. Among these six criteria, all except the LR statistics are monotonically minimizing 

functions of lag length and the choice of optimum lag length is at the minimum of the respective function. 

Since the time series of FII is stationary or I(0) from the ADF and PP tests, the Granger 

Causality test is performed as follows: 

ΔSt=α1+β11ΔSt-1+ β12ΔSt-2+...+ β1nΔSt-n+ γ11Ft-1+ γ12Ft-2+...+ γ1nFt-n+ε1,t 

Ft=α2+β21Ft-1+ β22Ft-2+...+ β2nFt-n+ γ21ΔSt-1+ γ22ΔSt-2+...+ γ2nΔSt-n+ε2, t 

Where n is a suitably chosen positive integer; βj and γj, j = 0, 1… k are parameters and α’s are constant; and ut‘s are disturbance terms with zero means and finite 

variances. 

(ΔSt is the first difference at time t of Sensex where the series is non-stationary.) 

VARIANCE DECOMPOSITION 

The vector auto-regression (VAR) by Sims (1980) has been estimated to capture short run causality between Sensex and FII investment. VAR is commonly used 

for forecasting systems of interrelated time series and for analyzing the dynamic impact of random disturbances on the system of variables. In VAR modeling the 

value of a variable is expressed as a linear function of the past, or lagged, values of that variable and all other variables included in the model. Thus all variables 

are regarded as endogenous. Variance decomposition offers a method for examining VAR system dynamics. It gives the proportion of the movements in the 

dependent variables that are due to their ‘own’ shocks, versus shocks to the other variables. A shock to the ith variable will of course directly affect that variable, 

but it will also be transmitted to all of the other variables in the system through the dynamic structure of the VAR [Chris Brooks (2002)]. Variance decomposition 

separates the variation in an endogenous variable into the component shocks to the VAR and provides information about the relative importance of each 

random innovation in affecting the variables in the VAR.  

IMPULSE RESPONSE 

Since the individual coefficients in the estimated VAR models are often difficult to interpret, the 

Practitioners of this technique often estimate the so-called impulse response function (IRF). The IRF traces out the response of the dependent variable in the 

VAR system to shocks in the error terms. So, for each variable from each equation separately, a unit shock is applied to the error, and the effects upon the VAR 

system over time are noted. Thus, if there are m variables in a system, total of m2 impulse responses could be generated. In our study there are four impulse 

responses possible for each phase, In econometric literature, both impulse response functions and variance decomposition together are known as innovation 

accounting (Enders, 1995). 
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4. EMPIRICAL FINDINGS 
TESTING OF NORMALITY 

The normality test has been conducted by using Jarque–Bera statistics for FIIs and Sensex. The results are shown in Table 1 & 2 along with the descriptive 

statistics. Table shows that value of skewness and kurtosis is different from 1 and 3 in all the phases of FIIs and Sensex which indicate frequency distribution is 

either leptokurtic or platykurtic. Result is further supported by Jarque–Bera statistics where Null hypothesis of normality is rejected as the value of probability is 

less than .05 in all cases except in the phase two of Sensex.  

TESTING OF STATIONARITY 

Simple way to check for the stationary is plot the time series graph and observe the trend in mean, variance and autocorrelation. If these are constant over time 

then time series is said to be stationary. Sensex has a clear upward slope(Figure 1) and vertical fluctuation is not same at different time indicating that Sensex 

time series is non stationary whereas in case of FIIs mean and variance are seems to be constant(Figure 2) which indicate the presence of stationary in the time 

series of FIIs. Econometrics tests have also been used to check actual nature of time series. On the basis of the ADF and PP test statistics (Table 3&4) it can be 

said that Sensex is stationary at first difference but non stationary at level in all the phases. In case of FIIs, it is stationary at the level itself in all the cases except 

first phase at 5% level of significance. 

TESTING OF CORRELATION 

Correlation test has been conducted between FIIs and Sensex for each phase because this test is considered as the first indication of interdependency among the 

time series. The correlation coefficient are shown in table 5 which presents that correlation coefficient between FIIs and Sensex is highest in bear phase of stock 

market (third phase) and lowest in the bull phase( second phase). This might be due to increased participation of others players in the bull phase when equity 

price shows the increasing trends. 

TESTING OF BILATERAL CAUSAL RELATIONSHIP 

The correlation need to be further verified for the direction of influence by the granger causality test. Results are shown in table 6. From table it can be inferred 

that null hypothesis sensex does not granger cause FIIs, is rejected only in case of first phase otherwise accepted in second and third phase. It means during the 

IT crisis sensex shows the frequent downward trend which cause the FIIs activity increase in the Indian stock market that support the outcome sensex cause FIIs. 

The null hypothesis of FIIs does not granger cause Sensex is accepted in all the phases which shows that activities of FIIs not have any influence on Indian stock 

market during upward and downward market. 

RESULTS OF VAR 

Variance decomposition determines how much of the n step ahead forecast error variance of a given variable is explained by innovations to each explanatory 

variable. Generally it is observed that own series shocks explain most of the forecast error variance of the series in a VAR. Table 7 shows the result of Variance 

decomposition of FII and Sensex at 2, 5 and 10 variance periods. In case of Bivariate modeling of Sensex and FII for Phase 1, FII explains nearly 86% of its own 

forecast error variance while Sensex explains only 27% of FII variance; but Sensex explains approx 72% of its own forecast error variance while FII explains only 

14% of Sensex variance, this indicates that Sensex defines FII more than FII defines Sensex which conclude to the result that Sensex causes FII in short run. This 

result is same in each phase. It indicates that FII don’t hesitate to pull out their money from Indian market whenever market faces downward trend.  

Impulse response graphs shows that in the first phase response of FIIs to one standard deviation shock to sensex is severe and significant as compare to 

response of sensex to FIIs. The picture is different in the second phase where the response of FIIs to one standard deviation shock to sensex is weak and short 

lived. Response of sensex to FIIs presents the same picture. It means there is a weak correlation between Sensex and FIIs during the bull phase of market. In the 

third phase Response of Sensex to one standard deviation shock to FIIs is very sharp and significant whereas FIIs response to Sensex is not significant and dies 

before the ten lags.  

 

5. CONCLUSION AND POLICY RECOMMENDATION 
This paper empirically investigates the relationship between stock market and FIIs in Indian economy. First the normality test was applied and found that both 

Sensex and FIIs time series are not normally distributed. Unit root test shows that Sensex time series is not stationary at level but the FII series is stationary at 

level itself. The present study found that sensex is positively correlated to FIIs. During the bear phase (IT Crises and Financial crisis) correlation between the FIIs 

and Sensex was high but it was low during the bull phase might be due to the participation of other players in the market. Bi-variate Granger Causality Test 

shows that sensex caused the FIIs during the first phase, means Sensex had a great bearing on the activity of the FIIs whereas the reverse causality doesn’t hold 

true but second and third phase indicated that there is no causal relationship between FIIs and Sensex. It was found that Sensex explained more variance of FIIs 

than by the FIIs in all the phases. FIIs respond to Sensex severely during the first phase and Sensex respond FIIs significantly during the third phase.  .Therefore it 

can be concluded that Sensex and FIIs shows strong relationship whenever Indian economy faces crisis but the situation is opposite in bull phase of market. 

Policy measure must be taken by Regulator and Policymaker of Government of India to strengthen our economy from the bad news, fluctuations and crisis of 

foreign countries. Indian economy should provide sound infrastructure, stable economic environment and effective regulatory mechanism to attract FIIs. Deficit 

risk, which affects the countries Global rating, may be reduced by FIIs 
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TABLES 
TABLE1: FII DESCRIPTIVE STATISTICS 

Time 

Period 

Phase 1(jan2000 to dec 2003) Phase 2(jan20004to dec 2007) Phase 3(jan2008 to oct 2012) 

 Mean 1092.28 4045.30 4391.11 

 Median 476.35 3999.20 1899.85 

 Maximum 6797.50 23872.40 28562.90 

 Minimum -1417.80 -7770.50 -15347.30 

 Std. Dev. 1656.24 6041.60 9834.67 

 Skewness 1.58 0.85 0.40 

 Kurtosis 5.79 5.10 2.77 

 Jarque-

Bera 

35.52* 14.67* 1.65* 

 Probability 0.00 0.00 0.04 

Results Not Normal Not Normal Not Normal 

*Implies significant at 5% level 

 

TABLE2: SENSEX DESCRIPTIVE STATISTICS 

Time 

Period 

Phase 1(jan2000 to dec 2003) Phase 2(jan20004to dec 2007) Phase 3(jan2008 to oct 2012) 

 Mean 3794.00 10153.75 16242.72 

 Median 3540.74 9658.91 17214.86 

 Maximum 5838.96 20286.99 20509.09 

 Minimum 2811.60 4759.62 8891.61 

 Std. Dev. 752.23 4311.62 2894.96 

 Skewness 0.88 0.63 -1.25 

 Kurtosis 2.85 2.47 3.86 

 Jarque-

Bera 

6.22* 3.70 16.87* 

 Probability 0.04 0.16 0.00 

Results Not Normal  Normal Not Normal 

*Implies significant at 5% level 

     

TABLE 3 : UNIT ROOT TEST OF SENSEX 

Sensex ADF Test Statistics PP Test Statistics 

Time period Level First Difference Level First Difference 

Phase 1(jan2000 to dec 2003) -0.606166 -5.491877 -0.96956 -5.713947 

Phase 2(jan20004to dec 2007) 1.648207 -6.451823 2.22032 -6.451823 

Phase 3(jan2008 to oct 2012) -1.527897 -7.356843 -1.70424 -7.35587 

* indicates significant at 5% level 

 

TABLE 4 : UNIT ROOT TEST OF FII 

FII ADF Test Statistics PP Test Statistics 

Time period Level First Difference Level First Difference 

Phase 1(jan2000 to dec 2003) -1.075292 -11.75843 -2.96459 -12.76008 

Phase 2(jan20004to dec 2007) -8.10836 -11.03589 -8.13288 -12.01574 

Phase 3(jan2008 to oct 2012) -4.571946 -8.485612 -4.62879 -15.05266 

* indicates significant at 5% level 

ASYMPTOTIC CRITICAL VALUES 

1% level -3.581152 -3.552666 

5% level -2.926622 -2.914517 

10% level -2.601424 -2.595033 

 

TABLE 5 : CORRELATION MATRIX BETWEEN FII AND SENSEX 

  Phase 1 Phase 2 Phase3 

Symbol FII SENSEX FII SENSEX FII SENSEX 

FII 1 0.56702224

5 

1 0.558283244 1 0.608458205 

SENSEX 0.56702 1 0.55828 1 0.60846 1 

 

TABLE 6:  SUMMARY OF GRANGER CAUSALITY TEST 

  Phase 1 Phase 2 Phase 3 

Null Hypothesis F Statistics Probabilit

y 

F 

Statistic

s 

Probability F 

Statistics 

Probability 

  Sensex does not Granger Cause FII 4.05818* 0.02466 1.1883 0.31501 0.87769 0.35301 

  FII does not Granger Cause DAILY 0.23386 0.79252 0.75166 0.47797 0.01191 0.91352 

Lags 2 2 1 

* indicates significant at 5% level 

Note: Number of lags is determined by AIC criteria. Lag values differ because of the different number of observations in each phase. 
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TABLE 7: SUMMARY OF VARIANCE DECOMPOSITION 

 

 

 

 

 

 

 

 

 

 

FIGURES 
FIGURE 1: SENSEX TIME SERIES 

 
 

FIGURE2:  FII TIME SERIES 
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    Phase 1 Phase 2 Phase 3 

Variance Decomposition Variance Period FII SENSEX FII SENSEX FII SENSEX 

FII 2 99.15 0.85 95.63 4.37 98.80 1.20 

  5 86.39 13.61 95.41 4.59 98.51 1.49 

  10 85.08 14.92 95.41 4.59 98.51 1.49 

SENSEX 2 26.02 73.98 30.89 69.11 38.91 61.09 

  5 27.38 72.62 30.89 69.11 38.92 61.08 

  10 27.84 72.16 30.89 69.11 38.92 61.08 
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