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Figure 6: Month-on-Month Change in Outstanding Non-Food Credit 
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Source: Reserve Bank of India-Weekly Statistical Supplements-Extracts. 
Available: http://www.rbi.org.in/scripts/BS_ViewWSSExtract.aspx (accessed 30 June 2009).  

                                                

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 US$20.3 billion 
in FY2007–2008, there was a net outflow of US$15 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 
created panic in the stock markets. Consequently, equity markets lost more than 60% of 
their index value and about US$1.3 trillion of market capitalization from an index peak of 
about 21,000 in January 2008 to 8,867 by 20 March 2009. This bad run at Dalal Street8 
wiped out the primary market completely, which had been flourishing before the onset of 
the crisis. Between FY2007–2008 and FY2008–2009, fund collection through the 
primary market declined by 63%. In 2007, 106 initial public offerings (IPO) were issued 
and raised a total amount of about US$11 billion. In contrast, only 38 IPOs were issued 
in 2008 and resulted in accumulations of only US$3.8 billion. 

Given the presence of unutilized liquidity in the global market, and India being one of the 
few countries with positive growth, FIIs have once again started flowing back to India 
(Figure 7). During the first two months of the current financial year (April and May 2009), 
Indian equity markets received net FII inflows of more than US$5 billion. Consequently, 
equity markets have partially gained their lost value. However, owing to prevailing 
uncertainties, the primary market has still not shown any sign of recovery. Most of the 
companies have put their IPOs on hold and only one IPO has been issued so far in 
2009. 

 
8 The Bombay stock market is often referred as Dalal Street. 
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