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ABSTARCT 

The COVID-19 pandemic proved to be an exceptional phenomenon shared universally with broad array of ramifications.  This 
paper examines the relationship between Foreign Institutional Investors (FIIs) and Domestic Institutional Investors (DIIs) on Indian 
market returns pre and post lockdown period declared in March 2020.  The paper works around emphasizing skewness in behavior of 
FIIs investments and its effects on stock market returns during pandemic.  Techniques of statistic used are - Granger causality to test 
cause and effect relationship along with regression to understand the outcomes in response to the variants under research, Augmented 
Dickey-Fuller test to check stationarity among the data variable and correlation to know general inter-relationship between the variables.  
Investigation revealed that   FIIs acts as a catalyst in the market prior lockdown, however DIIs governs the market thereafter.  Granger 
causality proves domestic investment influences investment performance of foreign investors in the market before lockdown as 
contradictory to that of post lockdown period.  Research culminates, stable capital is brought in by DIIs on the other hand FIIs deal in 
patchy sale and purchase.  Hence, capital induced   by foreign investors must not be considered as ongoing business but as a lead-foot 
in the financial market following speculative pattern of trade.  

 
Keywords:  Lockdown, FIIs, DIIs, Nifty Returns, Investment Behaviour, Financial Crisis. 
 
INTRODUCTION 
Covid-19 Outbreak:  The Great Lockdown 

The paroxysm of notably  contagious  virus:  Severe  Acute  Respiratory  Syndrome  Coronavirus  2  (SARS-CoV-2)  popularly  
known  as  COVID-19,  becoming  the  root  cause  of  lockdowns  resulting  in  unsettling  living  conditions  and  adversely  affecting  
economic  growth  countrywide  as  well  as  globally .  The first  phase  of  lockdown  was  initiated  on  24th  March  2020  for  21  days  
as  announced  by  the  Prime  Minister  Mr.  Narendra  Modi  in  the  public  interest  to  control  the  wide  spread  of  virus  infections  
in  the  population.  The  idea  behind  this  was  to  signify  the  importance  of  social  distancing- home  isolation,  restricting  travel,  
cessation  of  all  public  events  applicable  to  individual  as  well  as  community  at  large  aligned  with  incubation  period  ranging  
from  5  to  14  days.   

  
As  rightly  said  in  the  poem  of  John  Donne  ‘No  Man  is  an  Island’  the  pandemic  immensely  affected  and  challenged  almost  
every  country  in  the  world.  It  was  opined  that  a  substantial  period  of  lockdown  was  the  only  solution  to  break  this  sequence  
of  contamination.  However,  it  was  not  all  rather  a  beginning  of  a  new  normal,  because  since  then  a  series  of  lockdown  
followed  with  several  different  instructions  for  every  different  stage.  
 
Influence of Lockdown on the Economy of India 

With  the  prolonged  lockdown  and  prevailing  restrictions  over  economic  activities,  Indian  economy  crumbled  down  
with  domino  effect.  Outburst  of  Covid-19  pandemic  resulted  in  overall  economic  slowdown  giving  rise  to  what  is  known  as  
COVID-19  recession,  labeled  one  of  the  worst  global  economic  decline,  since  The  Great  Depression  of  1930  (Gopinath,  
2020).1  It  lead  to  a  situation  where  financial  as  well  as  emotional  well-being  of public  in  general  got  severely  affected  
bringing  social  gathering  and  economic  life  to  a  screeching  halt.  Asian  Development  Bank  states  that  pandemic  indicated  an  
estimated  economic  cost  of  387  million  dollars  and  personal  consumption  loss  of  29.9  billion  dollars.  As  accounted  betwixt  
April  to  June  2020,  Bhupendra  Yadav  Union  Labour  Minister  announced  that  urban  unemployment  rate  drifted  to  20.8  percent  
according  to  Period  Labour  Force  Survey.  Notified  by  Statista  Research  Department  there  was  a  significant  drop  in   the  
household  income  level  from  nearly  9  percent  lately  in  February  to  battering  45.7  percent  amidst  April  2020.   

 
Apart  from  certain  critically  important  services  all  other  economic  activities  remained  sealed  in  the  times  of  lockdown  

totaling  approximately  to  2.9  trillion  dollars  economy.  All  the  chief  domains  of  the  economy  were  severely  damaged.  Tourism  
and  Aviation  industry  experienced  wreckage  since  the  outburst  of  Corona  virus  due  to  restricted  tours  and  travels,  the  
contribution  from  which  to  our  Gross  Domestic  Product  is  placed  at  9.2  percent  and  2.4  percent  respectively.  These  two  are  
considered  to  be  the  first  among  all  the  sectors  that  encountered  an  intense  crash  due  to  the  pandemic.  Both  the  industries  
were  dealing  with  oppressive  cash  flow  issues  from  the  very  beginning  of  COVID-19  glaring  possibly  at  a  loss  of  38   million,  
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which  transforms  to  70  percent  of  the  entire  workforce,  both  the  administrative  workers  and  manual  labours  will  bear  the  
consequences  of  it.  As  per  Indian  Association  of  Tour  Operations,  National  body  of  tourism  industry  estimates  loss  of  
roundabout  85  billion  rupees  because  of  restraining  travelling  across  the  nation  and  abroad  even  affecting  flow  of  foreign  
exchange  brought  in  from  the  sector.   

 
The  economy  is  facing  a  ripple  effect  as  Micro  Small  Medium  Enterprises  ceases  to  continue  trading.  Gross  Domestic  

Product  of  India  deflated  to  7.3  percent  in  the  financial  year  2020-2021:  terrible  decline  ever  witnessed.  Following  the  
lockdown,  over  10  million  migrant  workers  were  forced  to  return  to  their  hometowns.  Millions  of  people  lost  their  jobs  
permanently  stifling  level  of  consumption.  In  India  private  consumption  and  investments  are  considered  to  be  two  major  
driving  forces  leading  to  economic  growth.  Both  the  organized  and  unorganized  workforce  suffered  drastically  due  to  lockdown  
paving  its  way  towards  supporting  gig  economy  since  work  from  home  encouraged  the  trend  of  new  normal  by  narrowing  
down  the  boundaries  of  work  and  life. 
 
Investment  Analysis  of  Foreign  Institutional  Investors  and  Domestic  Institutional  Investors    

Foreign  Institutional  Investors  (FIIs)  refers  to  any  institution  established  outside  India  or  which  has  been  incorporated  
abroad  which  offers  to  make  investments  in  Indian  securities  market  (Securities  Exchange Board  of  India  Regulation,  1995).  
FIIs  are  addressed  as  one  of  the  chief  operators  of  capital  market  of  India,  accelerating  streak  of  FIIs  has  succeeded  in  
enhancing  market  stratum  (Loomba,   2012).2  Despite  of  this  FIIs  are  well-known  to  have  adverse  impact  on  the  capital  market  
of  India.  FIIs  are  motivated  to  invest  their  capital  based  on  external  economic  condition  including  short  run  expectancy  grown  
out  of  market  sentiments,  expecting  short  term  results  characterizes  speculation  and  flexibility  in  the  capital  flow  accelerating  
volatility  in  the  stock  market  (Joo  and  Mir,  2014).3  Which  is  in  contrast  with  Domestic  Institutional  Investors  (DIIs)  that  is  
they  moderate,  volatility  in  the  market.  Domestic  Institutional  Investors  are  the  once  who  invest  in  the  financial  assets  of  
their  own  country  affecting  net  flow  of  investments  within  the  economy.  In  the  long  run  it  was  discovered  that  foreign  
institutional investors  and  National  Stock  Exchange  Fifty  (Nifty)  shares  unidimensional  relationship  among  them.  Correlation  
between  them  is  high  during  bearish  trend  and  vice versa  because  other  investors  involvement  at  the  time  of  bullish  trend  
dominates  the  effect  of  FIIs  (Gordin  and  Gupta,  2003).4  There  exists  negative  correlation  between  FIIs  and  DIIs,  this  implies  
both  have  inverse  nature  towards response  of  market.  So  DIIs  begins  to  book  profits  when  investments  by  FIIs  increases  that  
is  overall  purchase  is  higher  than  its  total  sales,  contrary  to  this  when  FIIs  investments  falls  which  means  total  sales  is  
higher  than  total  purchase  DIIs  invest  to  acquire  stock  at the  prevalent  bargain  price.  (Arora,  2016).5 

 

Indian  Stock  Market  and  Lockdown                              
COVID-19  has  an  outlying  impact  on  the  global  economy  and  the  consequences  of  it  surpass  the  spread  of  the  virus  

itself.  World  Health  Organization  declared  COVID-19  as  pandemic  on  11th  March  2020  and  stock  market  collapsed  just  a  
day  later  to  it,  mainly  because  of  withdrawals  made  by  FIIs.  Indian  Government  declared  nationwide  lockdown  on  March  
24,  2020  and  everything  in  the  economy  freezed.  Considering  pandemic  to  be  a  reason  of  systematic  risk,  scrutinizing  the  
impact  of  it  on  financial  transactions  became  indispensable.  Repercussion  of  COVID-19  on  stock  market  of  India  was  reflected  
as  “Black  Swan  Event”,  by  few  economist  which  means  happening  of  an  extremely  abrupt  event  with  an  awfully  wicked  
impact  (Bora  and  Basistha,  2021).6  Market  economic  system  bumped  across  all  the  countries  and  investigating  stock  market  
situations  was  imperative  to  gauge  this  effect.  However,  movement  of  stock  prices  across  the  world  indicated  negative  
relationship  between  increasing  number  of  cases  and  that  of  stock  market  reaction  during  the  period  (Chakraborty,  2020).7 

 

 Paul  Krugman,  American  Economist,  in  a  column  of  New  York  Times  advices  to  always  keep  these  three  rules  in  
mind  in  reference  to  interrelationship  of  stock  market  and  economy:  “First, stock  market  is  not  the  economy.  Second  stock  
market  is  not  the  economy.  Third,  stock  market  is  not  the  economy(…).8  The  relationship  between  stock  performance – largely  
driven  by  the  oscillation  between  greed  and  fear  -  and  real  economic  growth  has  always  been  somewhere  between  loose  and  
nonexistent”.  Similarly,  Burton  Malkiel  and  Robert  Shiller  notified  analogous  statement  wrangling  fallacious  behavior  of  capital  
market  during  the  period  of  Covid-19  breakout.9  The  decline  in  the  stock  market  can  be  featured  against  the  arrest   of  all  
economic  activities  half  way  down  and  the  rest  of  it  is  assigned  to  pricing  pressure  on  account  of  financial  instability  in  the  
market  attached  with  investors  exasperated  dread.  (Singh,  Dhall,  Narang  and  Rawat  2020).10  High  degree  of  volatility  in  the  
Indian  stock  market  was  experienced  reason  being  inadequate  knowledge  pertaining  to  dynamism  of  downfall  and  related  fear.  
This  caused  heavy  disinvestments  in  the  market  as  uncertainty  continued  to prevail.  Following  stats  of  National  Securities  
Depositories  Limited,  huge  withdrawal  was  made  by  the Foreign  Portfolio  Investors  from  equity  and  debt  market  in  India  
worth  rupees  247.76  billion  and  140.50  billion  respectively  in  13  days  short  interval  (1st  to  13th  March, 2020)  causing  great 
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volatility  in  the  market.  On  13  and  23  of  March,  2020  National  Stock  Exchange  and  Bombay  Stock  Exchange  suspended  
trading  to  avoid  panic  sell  out   by  applying  of  circuit  breaker. 
 

 Sighting  speedy  recovery  in  trade  after  lockdown  due  to  retail  and  domestic  investors  buying  securities  was  
remarkable,  stimulating  the  need  to  explore  more  about  domestic  investors  behavior  in  the  course  of  unrest  instead  of  
depending  on  foreign  investments.  On  comparing  pre  and  post  lockdown  phase  it  is  evident  that  capital  market  was  at  its  
peak  before  the  strike  of  pandemic,  however  market  crashed  with  a  fall  of  38  percent  post  lockdown.  What  happened  in  the  
successive  event  was  a  scarcity  among  the  indices  of  the  global  market  at  this  time  which  inspired  for  an  in-depth  
investigation.      Present  research  purposes  to  investigate  relationship  between  Foreign  Institutional  Investors, Domestic  
Institutional  Investors,  market  returns  pre  and  post  COVID-19.  Analysis  of  the  study  is  made  under  ordinary  circumstances  
apart  from  any  eccentric  episode  affecting  returns.  Research  gap  exists  with  no  conceptional  analysis  in  the  midst  of  investment  
pattern  of  investors  both  foreign  and  domestic  during  lockdown. 

 

OBJECTIVES  OF  THE  STUDY 
Existing  study  makes  an  attempt  to  fulfill  the  objectives  stated  as  under: 

 To  institute  a  causal  sequence  between  Foreign  Institutional  Investors,  Domestic  Institutional  Investors  and  returns  of  
the  stock  market  preceding  COVID-19  period  and  subsequent to  it 

 To  determine  the  interconnectivity  between  Foreign  Institutional  Investors,  Domestic  Institutional  Investors  and  returns  
of  the  stock  market  prior  to  the  lockdown  and  thereafter. 

 To  determine  the  interconnectivity  between  Foreign  Institutional  Investors,  Domestic  Institutional  Investors  and  stock  
market  returns  in  the  activities  persisting  in  the  wake  of  lockdown. 

 
HYPOTHESIS  OF  THE  STUDY 
Following  are  the  two  hypothesis  taken  up  under  the  study. 

Hypothesis  1.  Foreign  Institutional  Investors  has  an  impact  on  Nifty  50  returns  post  lockdown. 
Hypothesis  2.  Domestic  Institutional  Investors  has  an  impact  on  Nifty  50  returns  post  lockdown. 

 
METHODOLOGY  AND  DATA  COLLECTION 

The  study  was  conducted  taking  into  account  secondary  source  to  collect  data.  Facts  and  figures  relating  Nifty  are  
derived  from  the  official  website  along  with  investing.com  and  values  relating  to  Net  FIIs  and  Net  DIIs  has  been  extracted  
from  moneycontrol.com.  Analysis of  the  variables  is  done  based  on  two  years  data  ranging from  April 1, 2019  to  March 31 , 
2021 imprinting  impact  of  lockdown  caused  due  to  pandemic.  Statistical  tools  utilized  for  the  purpose  of  the  study  are  chow  
test  to  demonstrate  the  structural  break  point  in  the  data  set  and  existence  of  unit  root  through  Augmented  Dickey-Fuller  test  
to  know  about  the  steadiness  in  the  time  series.  Coefficient  of  Correlation  and  Granger  Causality,  Multiple  Regression  having  
dependent  variable  as  Returns  on  Nifty  and  Independent  variables  to  be  DIIs  and   FIIs.  Since,  author  attempts  to  capture  the  
influential  impact  on  market  returns  and  flow  of  investors  in  the  wake  of  Corona.  
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INTERPRETATION  AND  IMPLICATION  OF  THE  STUDY 
Graphical  Presentation  of  Nifty  50  index 

Graph 1 

 
Source:  Designed  by  author  through  Excel. 
 

Above  graph  represents  Nifty  50  index  closing  values  for  two  financial  years  2019-2020  to  2020-  2021  with  dual  
anomalies  marked  in  black  lined  arrow  and the  other  one  in  blue  filled  arrow.  Black  lined  arrow  indicate  the  beginning  of  
downfall,  it  was  the  date  on  which  the  number  of  new  positive  cases  recorded  in  the  world  other  than  China  was  at  its  
peak  and  hence  the  stock  market  crashed  taking  hold  over  the  information  spread,  the  impact  of  which  can  be  seen  on  levels  
of  market  return. 

 
Arrow  in  blue  is  the  date  when  lowermost  closing  value  in  the  data  set  was  observed,  the  date  of  lockdown  (March  

24, 2020)  witnessing  extensive  sell  off. Widespread  effect  of  pandemic  was  found  in  the  affairs  of  Domestic  Institutional 
Investors  and  Foreign  Institutional  Investors  which  can  be  depicted  graphically.   
 

Graphical  Presentation  of  Net  FIIs 
Graph  2 

 
Source:  Created  by  the  author  using  excel 
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Point  marked  in  the  graph  above  denotes  negativity  in  Net  FIIs  as  it  is  the  lowest  point  in  the  data  set  for  the  
financial  year  2019-2020  reflecting  outcome  of  lockdown  publicized  on  24th  March  2020.  To  reach  at  the  value  of  Net  FIIs,  
gross  purchases  are  deducted  from  gross  sales,  the  negativity  so  observed  indicates  overall  sales  exceeding  the  total  purchases,  
underlining  liquidation  of  stocks  immensely  subsequent  to  the  announcement  of  lockdown  made  by  the  government  in  the  
country.  

 
Similarly  massive  change  was  encountered  post  lockdown  in  the  investment  pattern  of  Domestic  Institutional  Investors  

which  can  be  analyzed  using  graph  as  well. 
 

Graphical  Presentation  of  Net  DIIs 
Graph  3 

 
Source:  Designed  by  the  author  using  excel. 
 

Point  highlighted  in  the  graph  in  reference  to  Net  DIIs  is  at  highest  level  in  the  data  set,  Net  DIIs  is  arrived  at  by  
reducing  total  sales  from  total  purchases.  Considering  the positive  value  in  the  month  of  March  when  number  of  covid-19  
cases  in  India  was  increasing  rapidly  evidencing  effect  of  lockdown  contrary  to  that  of  foreign  investors,  induced  domestic  
investors  to  trade  in  the  securities  market. 

 
Analyzing  the  above  chart  it  can  be  concluded  that  there  exists  a  break  point  in  the  data  set  implying  a  critical  

point,  from  where  change  rips  the  data  set  in  two  different  segment.  Two  sets  of  data  so  divided  refers  to  the  period  before  
the  lockdown  was  announced  (April  1,  2019  to  March  23,  20202)  and  the  period  subsequent  to  it  (March  24, 2020  to  March  
31, 2021)  and  the  variables  taken  are  Nifty  50,  FIIs  and  DIIs. 

 
Observing  generally,  the  available  data  clearly  defines  presence  of  break  point  in  data  series.  Therefore  Chow  Test  

is  used  to  allocate  whether  data  inhabit  structural  break  point  or  not.  In  case  of  absence  of  structural  break  point  single  line  
of  regression   alone  is  enough  to  illustrate  the  two  sets  of  data,  consequently  regression  can  be  combined  under  that  
impression.  However,  if  structural  break  point  is  present  it  will  require  the  data  taken  for  the  study  to  be  divided  in  two  
different  parts  as  mentioned  above.    
   
Chow  Test 

The  chow test  explains  whether  regression  coefficient   vary  from  each  other  in  the  data  or  not,  in  essence  this  test  
notifies  whether  one  line  of  regression  or  two  regression  linear  equation  is  best  suited  to  separate  the  data  set.   

 
Table I 

Interpretation  of  Regression  Stability  Test  (Chow  Test) 

Score C.V. P-Value Stable? 5.0% 

9.469 2.623 0.00% FALSE  
Source:  Compiled  by  the  author  using  Numxl. 
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Above  table  represents  outcome  of  chow  test  (p-value  <  0.05)    meaning  significance  level  alpha,  a  probability  
benchmark  below  which  rejection  of  null  hypothesis  is  assured  denoting  that  data  set  of  Nifty  50,  Net  Foreign  Institutional  
Investors  and  Net  Domestic  Institutional  Investors  has  a  point  of  critical  change  referring  to  the  presence  of  structural  break  
point.  The  date  which  separates  the  data  into  two  parts  or  the  date  of  breakdown  is  none  other  than  the  date  on  which  
lockdown  was  declared  by  the  government  that  is  March  24,  2020. Therefore,  to  carry  out  further  analysis  it  is  necessary  to  
divide  data  series  in  two  parts,  first  part  will  relate  to  the  period  before  the  lockdown  was  announced  and  second  part  will  
provide  details  following  lockdown. 
 
GRAPHICAL  EVALUATION  OF  VARIABLES:  PRE  AND  POST  LOCKDOWN 

Investments  made  by  FIIs  has  quite  an  influence  on  the  Indian  capital  market  which  always   remained  a   matter  of  
debate  for  economists  and  financial  analysts.  Presenting  Net  FIIs,  Net  DIIs  and  Nifty  50  Index  before  and  after  imposition  
of  lockdown  accounting  to  the  period  beginning  from  April 1  2019  to  March  31,  2021  graphically 

 
Net  FIIs:  Preceding  Lockdown 

Graph  4 

 
Source:  Author’s  own  presentation  using  excel. 
 

Studying  the  above  chart  it  is  obvious  to  state  that  no  heavy  investments  were  made  by  foreign  investors  before  
lockdown.  Trend  of  continuous  buying  and  selling  can  be  observed  justifying  their  actual  form.  Thus,  there  was  nothing  
unusual  until  first  quarter  of  the  year  2020.  By  the  end  of  fourth  quarter  of  the  financial  year  2019-20,  spread  of  corona  
virus  grasped  the  entire  nation  the  impact  of  which  is  clearly  visible  in  the  graph  also.  Practically,  the  month  of  march  
observed  trend  of  nil  purchases  or  pitiful  purchases  from  the  foreign  investors  since  the  outbreak  of  Covid-19  pandemic.  
Notably  FIIs  started  trading  off  quite  early  from  the  high  risk  equity  market  and  moved  towards  investing  in  gold  on  the  
safer  side  reason  being  spread  of  virus  in  the  world  of  which  India  was  about  to  get  simulated. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

-8000

-6000

-4000

-2000

0

2000

4000

6000

8000

A
m

ou
n

t 
 in

  C
ro

re
s

1st April  2019  to  23rd March  2020  

NET  FIIs



 
Cover Page 

  

  
 
DOI: http://ijmer.in.doi./2021/10.11.52 

            

 

ISSN:2277-7881; IMPACT FACTOR :7.816(2021); IC VALUE:5.16; ISI VALUE:2.286 
Peer Reviewed and Refereed Journal: VOLUME:10, ISSUE:11(3), November: 2021 

Online Copy of Article Publication Available: www.ijmer.in 
Digital certificate of publication: http://ijmer.in/pdf/e-Certificate%20of%20Publication-IJMER.pdf 

Scopus Review ID: A2B96D3ACF3FEA2A 
Article Received: 2nd November   

 Publication Date:10thDecember 2021 

 

 
60 

 

Net  FIIs :  Following  Lockdown 
Graph  5 

 
Source:  Designed  by  author  using  excel. 
 

Massive  sell  off  was  encountered  during  the  first  quarter  of  the  financial  year  2020-2021  in  case  of  FIIs  across  
different  countries  around  the world  when  virus  was  stretching  out  and  the  overall  economy  was  fading  due  to  its  negative  
effects.  Thus,  leading  to  net  outflow  of  approximately  5208.50  crore  rupees.  However,  later  to  this  period  market  bounced  
back  with  investors  purchasing  furthermore.   It  can  be  concluded  that  before  the  announcement  of  lockdown  foreign  investments  
was  in  its  usual  mode  with  no  abnormality  in  the  trend  line.  Although  subsequent  to  it  movement  of  FIIs  became  negative  
considering  prevailing  uncertainty  in  the  market  for  a  few  months  which  later  on  gained  momentum  steadily. 
 

Net  DIIs:  Preceding  Lockdown 
Graph  6 

 
Source:  Author’s  own  presentation  using  excel. 
 

From  the  above  graph  it  can  be  observed  that  prior  to  the  phase  of  lockdown  investments  made  by  domestic  investors  
drifted  positively,   as  they  were  buying   securities  on  regular  basis.  Net  DIIs  were  stable  and  mostly  positive  for  the  financial  

-15,000.00
-10,000.00

-5,000.00
0.00

5,000.00
10,000.00
15,000.00
20,000.00
25,000.00
30,000.00
35,000.00

A
m

ou
n

t 
 in

  C
ro

re
s

24th  March  2020  to  31st March  2021

NET  FIIs

-6000

-4000

-2000

0

2000

4000

6000

8000

10000

A
m

ou
n

t 
 in

  C
ro

re
s

1st April  2019  to  23rd March  2020  

NET DIIs



 
Cover Page 

  

  
 
DOI: http://ijmer.in.doi./2021/10.11.52 

            

 

ISSN:2277-7881; IMPACT FACTOR :7.816(2021); IC VALUE:5.16; ISI VALUE:2.286 
Peer Reviewed and Refereed Journal: VOLUME:10, ISSUE:11(3), November: 2021 

Online Copy of Article Publication Available: www.ijmer.in 
Digital certificate of publication: http://ijmer.in/pdf/e-Certificate%20of%20Publication-IJMER.pdf 

Scopus Review ID: A2B96D3ACF3FEA2A 
Article Received: 2nd November   

 Publication Date:10thDecember 2021 

 

 
61 

 

year  2019-2020  considered  as  the  pre  lockdown  stage.  There  was  no  sudden  trade  off  caused  by  the  investors  even  in  the  
month  of  March  when  lockdown  was  announced  as  result  of  widespread  effects  of  Corona  virus.  Regardless  of  the  overall  
market  crash  domestic  investors  kept  on  buying  broadly.  In  other  words  it  can  be  said  that  DIIs  were  making contrarian  
investments  as  against  the  market  position. 
 

Net  DIIs:  Following  Lockdown 
Graph  7 

 
Source:  Author’s  own  construction  using  excel. 
 

Period  following  the  announcement  of  lockdown  witnessed  inconsistency  in  the  nature  of  domestic  investors.  Net  
DIIs  in  the  month  of  April  2020,  withdrew  the  investments  made  in  the  equities  leading  to  outflow  of  round  about  117  crore  
rupees.  It  can  be  rightly  said  DIIs  recoiled  from  the  market  in  the  beginning  of  the  spread  of  the  Corona  in  the  months  of  
April,  May  and  June  leading  to  distress  in  the  stock  market  due  to  dubious  situation  magnified  due  to  spread  of  pandemic.  
Later  to  the  effect,  in  the  coming  months  (May –June)  ongoing  positive  and  negative  movement  was  witnessed  as  depicted  
through  the  graph,  consequently  initiated  to  book  profits  from  July  onwards. 

 
On  studying  the  trading  behavior  in  the  stock  market  of  both  the  Foreign  Institutional  Investors  and  Domestic  

Institutional  Investors  pre  and  post  lockdown  period,  it  is  observed  that  the  foreign  investors  induced  selling  of  securities  for  
an  extended  period  of  time  when  compared  to domestic  investors. Apparently  FIIs  lingered  on  in  pursuing  any  further  
investment  activities  until  market  conditions  improved,  proving  domestic  investors  to  be  a  friend  in  need.  When  FIIs  deserted  
market  of  India,  it  was  local  investors  such as  insurance  company,  mutual  funds  and  public sector  undertakings  brewing  funds  
in  the  equity  market  to  overlay  loss  towards  market  indices.  DIIs  lessened  the  impact  of  massacre  on  Indian  market.  Since,  
when  FIIs  were  liquidating  their  assets  leading  to  outflow  of  money,  DIIs  lured  cash  in  the  market  as  they  continued  to  
purchase.  This  showed  a  sense  of  confidence  in  the  capital  market  of  India  engaging  foreign  investors  to  exaggerate  their  
investment  by  enhancing  purchase.   

  
Once  market  gained  activeness  with  FIIs  initiating  investments  leading  to  inflow  of  capital  in  the  market.  DIIs  halted  

it  and  started  trading  off,  following  negative  feedback  investing.  One  striking  observation  that  was  made  during  the  research,  
relates  to  the  opposite  movement  of  flow  of  capital  by  FIIs  and  DIIs  that  is  foreign  investors  became  net  buyers  unlike  
domestic  investors,  who  remained  net  sellers  at  the  end  of  the  lockdown  period.       
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Nifty  50  Index:  Preceding  Lockdown 
Graph  8 

 
Source:  Presented  by  author  using  excel. 
 

Values  for  the  return  of  Nifty  50  index  has  been  compiled  from  Investing.com.  modified  in  the  form  of  log  to  
sustain  regularity  in  the  data.  It  is  observed  that  for  the  financial  year  2019-2020  on  an  average  returns  fall  within  the  range  
of  plus/minus  2  percent.  However,  when  pandemic  busted  the  market  there  was  a  steep  fall  in  returns  indicated  by  an  arrow  
in  blue,  correlating  with  the  phase  of  spread  of  virus  initially. 
 

Nifty  50  Index:  Following  Lockdown 
Graph  9 

 
Source:  Designed  by  the  author  using  excel. 
 

As  already  discussed  later  to  the  date  of  lockdown  market  collapsed  severely,  triggering  selling  off  securities  in  bulk  
by  the  category  of  institutional  investors  leading  to  a  comprehensive  drop  in  Nifty  Index.  Thus  increasing  volatility  in  market  
returns  following  lockdown,  it  is  evident  that  returns  were  negative  after  March  2020  specially  in  the  initial  stage  of  distress  
caused  due  to  Covid-19.  Situations  got  even  worse  with  FIIs  withdrawing  their  investments  similar  to  case  of  great  recession  
of  2007-2008. 
 
STATISTICAL  ANALYSIS 

Presence  of  break  point  in  the  data  series  signifies  that  one  must  review  the  information  by  dividing  data  range  in  
two  parts.  Not  only  this  it  is  essential  to  analyze time  series  further  to  know  about  the stationarity  of  the  data  set  assuring  
that  time  series  will not  change  statistically  in  due  course.  To  test  if  data  is  stationary  one  must  carry  out  Augmented  Dickey-
Fuller  Test  (ADF).  When  both  mean  and  auto  covariance  are  independent  of  time  then  time  series  is  affirmed  to  be  stationary.  
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In  case  time  series  is  not  stationary  statistical  analysis  made  will  be  deceptive.  Thus  test  of  stationarity  is  conducted  for  all  
the  three  variables.   

 
Table  II 
FIIs  Stationary  Test 
Test Score P-Value C.V. Stationary? 1.0% 
ADF      
No Const -4.6 0.1% -1.9      TRUE  
Const-Only -4.6 0.1% -2.9 TRUE  
Const + Trend -7.6 0.0% -1.6 TRUE  
Const+Trend+Trend^2 -7.7 0.0% -1.6 TRUE  

  
Table  III 
DIIs  Stationary  Test 
Test Score  P-Value C.V.  Stationary? 1.0% 
ADF      
No Const -5.7 0.1% -1.9 TRUE  
Const-Only -5.7 0.1% -2.9 TRUE  
Const + Trend -6.1 0.0% -1.6 TRUE  
Const+Trend+Trend^2 -6.1 0.0% -1.6 TRUE  

 
 
 
 
 
 
 
 
 
 
 

Source:Computed  by  the  author  through  Numxl. 
 

Results  of  the  stationary  test  calculated  on  the  basis  of  Augmented  Dickey-Fuller  test indicate  absence  of  unit  root  
in  the  data.  Because  (p-value   alpha  <  0.01)  Net  FIIs,  Net  DIIs,  and  Nifty  50  Returns  are  stated  to  be  stationary,  therefore  
available  data  is  appropriate  to  carry  out  investigation  further. 
 
Correlation  Analysis:  Before  and  After  Lockdown 

Karl  Pearson  Coefficient  of  Correlation  specifies  whether  the  variables  in  the  study  has  any  significant  connection  or  
relation  between them  or  not.  Sample  data  ranges  from  April 1,  2019  to March  31, 2021  divide  in  two  parts  from  the  date  on  
which  lockdown  was  professed.   

 
Table V 

Coefficient of  Correlation  (r)  and  P-value  (Significance  level  alpha  =  0.01) 

Variables 
Net  FIIs Net  DIIs 
Before  Lockdown After  Lockdown Before  Lockdown After  Lockdown 

Nifty  Returns  /  (r) 0.35627 0.14864 -0.18416 -0.02345 

P-value 0.00368 0.70982 0.01776 0.00412 
Source:  Computed  by  author  using  Excel. 
 

Table  IV 
Nifty  Returns  Stationary  Test 

Test Score P-Value   C.V. Stationary?  1.0% 

ADF       
No Const -7.3   0.1% -1.9     TRUE   
Const-Only -7.3   0.1% -2.9     TRUE   
Const + Trend -7.4   0.0% -1.6     TRUE   
Const+Trend+Trend^2 -7.4   0.0% -1.6     TRUE   
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From  the  statistics  above  it  is  evident  Net  FIIs  has  low  positive  relation  to  market  returns  signifying  that  they  flow  
in  tandem  with  each  other.  Also  correlation  between  them  is  statistically  significant  as  (p-value  <  0.01),  implying  progressive  
impact  over  nifty  returns  preceding  lockdown.  On  the  other  hand,  correlation  is  insignificant  since     (p-value  >  0.01)  further  
relationship  weakens  with  fall  in  the  value  of  coefficient  of  correlation  following  lockdown. 

 
Situations  upturned  in  case  of  Net  DIIs  sharing  low  negative  relationship  with  market  returns,  indicating  opposite  

movement  of  variables  as  the  investments  made  by  them  are  statistically  insignificant  since  (p-value  >  1)  prior  to  the  
announcement  of  lockdown.  Contrarily  correlation  is  significant  for  the  reason  that  (p-value  <  1)  post  lockdown.   

 
Observing  the  above  analysis  one  must  not  be  astounded  as  “  Foreign  institutional  investors  (FIIs)  sold  equities  worth    

rupees  90,043.54  crore  in  financial  year  2019-2020  against  domestic  institutional  investors  (DIIs)  lending  support  to  Indian  
indices  by purchasing  equities  worth  rupees  1,28,208.24  crore.  (Thapliyal,  2020)11  Thus,  DIIs  pooled  in   by  purchasing  
securities,  when  FIIs  were  abandoning  market  due  to  prevailing  uncertainty  and  embraced  confidence  thereby,  settling  index  
return.        
 
Granger  Causality  Test:  Before  and  After  Lockdown 

Since,  correlation  alone  cannot  prove  cause  and  effect  relation  between  the  variables  it  is  necessary  to  perform  
granger  causality  test  to  evaluate  causal  relation  of  Foreign  Institutional  Investors  and  Domestic  Institutional  Investors  on  
Nifty  returns.  Granger  causality  test  proves  whether  one  variable  can  help  anticipate  future  events  relating  to  other  variable  
or  not.  Hypothesis  that  follows  granger  causality  predicts  usefulness  about  one  time  series  over  another.  In  order  to  apply  
granger  causality  it  is  important  to  decide  lag  order  for  the  time  series.  Autoregressive  Moving  Average  (ARMA)  has  been  
used  to  arrive  at  lag  length  based  on  which  granger  causality  test  is  applied  to  the  data  set  for  the  period  preceding  lockdown  
and  subsequent  to  it. 
 

Table  VI 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Computed  by  Author  using  Excel.  
   

It  is  observed  that  before  lockdown,  relationship  between  FIIs  and  Nifty  is  bi-directional  that  is  investments  made  
by  FIIs  multitude  market  returns  leading  to  increased  investments  from  FIIs,  since  granger  causality  between   them  is  
established.  While  studying  the  effect  of  granger  causality  between  DIIs  and  Nifty  prior  to  the  spread  of  corona  it  is  evident  
that  there  exist  no  interconnection  between  the  two. 

 

Granger  Causality  Matrix  Before  Lockdown 
Relation F-Stats P-value  Causality 
FIIs over  Nifty 24.1154 3.E-04 Accepted 
Nifty  over  FIIs 25.4126 9.E-05 Accepted 

DIIs  over  Nifty 0.11931 0.7300 Rejected 
Nifty  over  DIIs 3.00165 0.0838 Rejected 
FIIs  over  DIIs 1.92920 0.1659 Rejected 
DIIs  over  FIIs 24.0422 3.E-04 Accepted  

Granger  Causality  Matrix  After  Lockdown 
Relation F-Stats P-value  Causality 
FIIs  over  Nifty 0.17209 0.6789 Rejected 
Nifty  over  FIIs 0.05039 0.8220 Rejected 
DIIs  over  Nifty 14.8109 0.0003 Accepted 
Nifty  over  DIIs 4.55154 0.0044 Accepted 
FIIs  over  DIIs 2.98070 0.0860 Rejected 
DIIs  over  FIIs 0.77810 0.3790 Rejected 
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Whereas  considering  the  period  after  lockdown  granger  analysis  turns  out  to  be  insignificant  for  FIIs  with  no causal  
relationship  in  response  to  Nifty  returns.  Even  when  FIIs  were  disinvesting  no  heavy  loss  took  place  in  the  market  during  
initial  months  pandemic  attack.  However  DIIs  influenced  stock  returns  significantly  creating  two  way  relationship,  implying  
increase  in  market  with  increased  investments  and  vice  versa.   Stating  cause  and  effect  relation can  be  perfected  by virtue  of  
which  DIIs  is  the  cause  to  build  up  returns  after  lockdown. 
 

It  is  noteworthy  that  DIIs  creates  granger  causality  with  FIIs  prior  to  the  lockdown  which  is  not  the  case  post  corona  
effect,  indicating  FIIs  tailed  investments  made  by  DIIs  before  lockdown  but  discontinued  to  invest  further  during  lockdown   
Hence,  granger  causality  test  reinforces  the  hypothesis  that  DIIs  has  significant  impact  on  market  returns  after  lockdown  when  
compared  with  FIIs. 
 

This  calls  for  execution  of  regression  another  statistical  test  for  further  analyzing  our  study. 
 
Regression  Analysis:  Before  and  After  Lockdown   

Need  to  apply  multiple  regression  model  arises  due  to  presence  of  more  than  two  independent  variables  taken  up  
for  the  study,  it  assess  the  intensity  of  relationship  between  a  dependent  variable  and  many  independent  variables  together  
with  the importance  of  each  of  these  variables  to  their  interconnectivity,  usually  with  effect  of  other  independent  variable  
being  eliminated  statistically.  One  must  note  regression is  built  upon  correlation  indicating  merely  association  between  the  
variables. 

 
Dependent  variable :  Nifty  50   Returns 
Independent  variables:  Foreign  Institutional  Investors  and   Domestic  institutional  Investors 
 

Table  VII 
Regression  Analysis  on  Nifty  Before  Lockdown 
Variables Coefficient t-Statistics p-value 
FIIs  0.3562 5.8947 0.0036 
DIIs -0.1841 -2.8965 0.0177 

Regression Statistics 
R Square 14.2% 
Adjusted R Square 13.5% 
Standard Error 0.01 

 
Source:  Compiled  by  author  using   Numxl. 
 

From  the  above  table  it  can  be  inferred  that  before  lockdown  impact  of  FIIs  on  Nifty  was  significant  as  the  (P-
value  <0.01)  also  they  share  positive  relation  since  coefficient  value  is  positive.  Meaning  with  every  one  unit  increase  in  
FIIs,  value  of  Nifty  is  raise  by   0.3562  units.  This  indicate  that  foreign  investors  increased  their  investment  to  gain  upper  
hand. 

  
Contrariwise  DIIs  has  no  significant  impact  over  Nifty  because  (p-value  >  0.01)  additionally  their  value  of  coefficient  

is  negative  implying  inverse  relationship,  that  is  increase  of  one  unit  in  DIIs  will  lead  to  a  decrease  of  0.1841  units.  
Portraying  speculative  nature  of  DIIs  prior  to  the  lockdown. 

 
With  value  of  R  square  being  14.2  percent,  it  is  inferred  that  dependent  variable  can  vary  by  14.2  percent  with  

independent  variable.  As  we  have  focused  to  evaluate  influence  of  FIIs  and  DIIs  on  Nifty  market  return  using  regression  
analysis  based  on  happening  of  an  event,  we  will  consider  value  of  coefficient  to  mark  the  trend.  Even  though  the  value  of  
R  square  is  insignificant  still  fitness  of  model  is  largely  significant,  reason  being  (p-value  <  0.01).    
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Table  VIII 
Regression  Analysis  on  Nifty  After  Lockdown 
Variables Coefficient t-Statistics p-value 
FIIs  0.1486 2.3861 0.7098 
DIIs -0.0234 -0.3725 0.0041 

Regression Statistics 
R Square 2.9% 
Adjusted R Square 2.1% 
Standard Error 0.02 

 
Source:  Compiled  by  author  using   Numxl. 
 

Period  after  lockdown  witnesses  that   FIIs  become  insignificant  in  view  of  the  fact  that  (p-value  >  0.01)  depicting 
conflicting  behavior  in  relation  to  FIIs  as  they  started  booking  profits  indulging  in  massive  sell  off,  while  DIIs  has  significant  
impact  over  nifty  returns  as  (p-value  <  0.01). 

 
Value  of  R  square  computed  is  2.9  percent  which  is  lower  to  what  it  was  before  lockdown,  although  point  of  

consideration  relates  to  p-value,  one  can  infer  that  even  data  with  high  variability  pose  significant  movement.  This  concludes  
that  Domestic  Institutional  Investors  influence  Nifty  returns  significantly  after  lockdown  was  announced. 

 
Thus  when  the  global  market  was  struggling  financial  in  the  wake  of  Corona,  stock  market  in  India  flourished  with  

DIIs  purchasing  in  bulk.  This  boom  helped  Indian  market  to  be  stable  in  the  early  stage  of  lockdown  drawing  attention  of  
Foreign  investors  towards  the  market. 
 
CONCLUSION 

Spread  of  Corona  virus  had  significant  adverse  impact  on  the  economy  worldwide  and  the  decision  to  initiate  
lockdown  as  a  hand  on  solution  surprised  the  entire  nation.  As  a result  to  which  market  crashed  witnessing  heavy  disinvestments,  
which  is  evident  in  our  study.  The  main  objective  of  the  study  was  to  understand  the  behavior  of  Foreign  institutional  
Investors  and  Domestic  Institutional  Investors  over  Nifty  50  returns  amidst  outbreak  of  COVID-19.  FIIs  and  DIIs  follow  
different  investment  strategies  and  policies,  for  instance  FIIs  seek  investment  opportunities  globally  where  in  DIIs  explore  
domestic  prospect.  Therefore, involvement  of  domestic and  retail  investors  increase  confidence  in  the  market  with  growing  
faith  in  long  run.  The  benefits  of  ‘hot  pool’  made  by  FIIs  can’t  be undermined,  since  cash  inflow  is  must  for  development  
of  any  country.  DIIs  sustain  market  conditions  in  the  event  of  depression  and  can  outclass  FIIs  impact  over  a  certain  period  
when  their  investment  grow.          

      
In  the  light  of  the  above  study  it  is  concluded  that  Domestic  Institutional  Investors  strongly  influence  market  returns  

in  India  and  play  crucial  role  in  deciding  stock  market  performance  particularly  when  Foreign  Institutional  Investors  took  a  
downturn  selling  large  chunks  of  their  equities. Study  begins  with  analyzing  general  observation  based  on  graphs  followed  by  
application  of  certain  statistical  tools.  Firstly,  Augmented  Dickey-Fuller  Test  is  applied  to  ascertain  stationarity  between  the  
variables,  substantiating  absence  of   unit  root.  Thereafter,  Karl  Pearson  Coefficient  of  Correlation  is  used  to  determine  strength  
and  direction  of  relationship   between  FIIs,  DIIs  and  Nifty.  It  was  inferred  that  FIIs  were  positively  correlated  and  DIIs  were  
not  significant  before  lockdown. In  the  period  after  lockdown,  it  was  found  that  FIIs  were  insignificant  while  DIIs  shared  
negative  correlation.  Since  correlation  does  not  establish  clear  cut  view  about  cause  and  effect  relation  between  the  variables  
Granger  Causality  Test  is  practiced  indicating  two  way  relation  between  FIIs  and  Nifty  while  granger  causality  was  insignificant  
for  DIIs  before  lockdown  which  is  not  the  same  post  lockdown.  Since,  bi-directional  relationship  was  observed  amid  Nifty  
returns  and  DIIs  and  FIIs  being  insignificant  with  Nifty.  Subsequently,  Multiple  Regression  model  also  proved  that  it  was  
Domestic  Institutional  Investors  who  participated  actively  post  lockdown. 

 
Hence,  it  is  concluded  that,  Domestic  Institutional  Investors  has  an  impact  on  stock  market  indices (Nifty  50)  post  

lockdown.  For  FIIs  we  conclude  that  impact  of  Foreign  Institutional  Investors  is  not  significant  after  lockdown. 
 
Thus,  government  must  provide  motivation  to  DIIs  since  they  unswervingly  head  up  towards  capital  appreciation  and  

provide  stability  in  the  market.  Given  that  foreign  investors  can  quit  anytime  they  want  and  when  FIIs  disinvest  heavily,  it  
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shakes  the  market.  However,  it  is  evidenced  that  with  FIIs  leaving  market  post  lockdown  there  was  no  significant  impact  on  
market  returns  since  Indian  market  was  backed  up  and  cushioned  by  domestic  investors  minimizing  the  effects  of  massive  
sell off.  Policy  makers  should  therefore  construct  investor  conducive  environment  so  the  investments  made  by  domestic  
investors  is  considered  significant  towards  integration  of  India  in  connection  with  international  peers.                  
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