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Figure 9: Market Capitalization Percent to GDP 
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Source: Author’s calculations compiled from Bombay Stock Exchange Key Statistics. 
Available http://www.bseindia.com/about/st_key/volumeofturnoverbusiness_tran.asp (accessed 30 June 20
and Central Statistical Organization (200

09) 
9). 

                                                

The economic boom in India from FY2004–2005 to FY2007–2008 has also been 
accompanied by a substantial increase in the inflows of FDI and external commercial 
borrowings. The inflows of FDI increased from US$6 billion in FY2004–2005 to US$34.3 
billion in FY2007–2008 (Figure 10). The surge in FDI not only improved the domestic 
rate of capital formation but also helped many industries improve in a technological 
capacity due to the technology inflows that accompanied these FDI inflows. Like FDI, the 
inflows of ECBs also went up from US$9 billion in FY2004–2005 to US$30.3 billion in 
FY2007–2008, registering a threefold increase over four years. The spurt in ECBs 
benefited Indian entrepreneurs in two different ways. First, it supported them in their 
overseas mergers and acquisitions, making it easier for them to gain a market presence 
in target countries. Secondly, the influx of ECBs allowed Indian firms to finance their 
domestic capacity expansion at relatively lower capital costs. 

Both FDI inflows and ECB volumes have been adversely affected by the turmoil in the 
financial markets in advanced economies. Given the credit crunch in the global markets 
since September 2008, Indian corporates managed to raise only US$18 billion in 
FY2008–2009 as commercial credit from the overseas market, which is 41% less than 
the amount raised in the previous year. The fall was rather phenomenal during the 
second half of FY2008–2009 (Figure 11), when ECB approvals9 declined from US$3 
billion in September 2008 to less than US$0.5 billion in February 2009. Likewise, though 
not to the same extent, FDI inflows have also taken a hit. For the first time in last six 
years, FDI inflows witnessed a negative growth of 2% in FY2008–2009. 

 
9 Monthly inflows of actual ECB are not available. 
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