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Total FDI Inflows in India (USD Billion)

India has been one of the top recipients of Foreign Direct 
Investment (FDI) across the globe over the last decade. Despite 
the pandemic, India has recovered steadily and is considered to be 
a crucial destination for investors. The country witnessed a 9.8% 
rise in total FDIs for Financial Year (FY) 2020-21, making it the  
5th highest recipient of FDI over the last year. 

India ranks second in terms of population (globally) and witnesses 
ever-increasing consumer demand. In addition, the country’s 
connectivity to the rest of the APAC region makes it extremely 
valuable for organizations looking to expand their operations. 
These are just a few reasons for the growth in FDI over recent 
years, showcased graphically below:
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Some key drivers for this growth include:

The government’s focus on  
digital connectivity

Strength of the growing  
services sector

Several new infrastructure  
initiatives

Robust ecosystem for  
vaccine manufacturing
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Out of the total amount of FDI received, there are a few key countries that have been major contributors to investment in India, and the 
same are highlighted below: 

• Investments from the US have seen a phenomenal rise of 227% from the previous year. Another prominent feature is that Saudi 
Arabia’s investment rose over 500% when compared to the previous year.

• Chinese investments have dwindled as India’s new FDI laws (implemented in May 2020) limits investments from neighboring 
countries. Hence, Chinese investments witnessed a reduction post-2019.

• Investments are being made directly from origin countries increasingly over the last 2 years, opting for this route over tax friendly 
jurisdictions, thereby increasing their overall share.
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Contribution by origin countries to FDI inflow, FY 2019-2021
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Cumulative investment from the European Union (EU) has 
remained strong. The percentage from the EU is lower as 
compared to the previous year, mainly due to the deals by Google 
and Facebook (headquartered in the US)  investing in India’s digital 
infrastructure and Saudi Aramco investing in India’s oil and natural 
gas sector. Germany and France have been major investors in 
India focusing on India’s retail space as well as in the engineering 
sector. Emerging EU countries with increased FDI in India include 
Spain, Italy, and Finland. Investments are also routed via tax 
havens to increase profitability. 

Investments through the Cayman Islands and Cyprus seem 
to be the preferred route for companies based out of the US. 
Investments via the Netherlands have increased due to the tax 
haven being utilized by Saudi Arabia, UK, and UAE. 
While many economies struggled with investment in the 
pandemic, India witnessed major deals in the star and sunrise 
sectors in the country. A few of these deals include the Google-Jio 
deal, Saudi Aramco-Reliance deal, etc. Highlighted below are the 
key sectors by their percentage inflow and positions in the Indian 
FDI ranking:

*Note: Other Sectors include Tourism, Petroleum, Education, Drugs & Pharmaeceuticals, Food Processing, Metallurgy, Renewable Energy, Hospitals & 
Diagnostics, Consultancy Services, and etc.
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Key reasons by sector for the increase in FDI inflow:

• FDI in the computers software sector has increased 
tremendously due to India's IT and digital services for onshore, 
offshore, and back-end support.

• Further value has been unlocked with the computer hardware 
sector due to the PLI scheme for local manufacturing. 
Moreover, the remote working conditions have also allowed 
companies and edtech organizations to invest in hardware for 
their services and enabled a large value chain for computers.

• The telecom sector is seeing improved investments as 
the country is aiming to upgrade connectivity and advance 
technology (5G, Li-Fi, etc.) which will provide a thrust to the 
sector. It has also been augmented by the telecom Production 
Linked Incentive (PLI) scheme, which has resulted in numerous 
companies investing in India.

• The metallurgy sector saw a rise in investments on account of 
increased engineering activity and demand for commodities in 
India.

• The pharmaceutical sector has attracted large investments as 
well. This was driven by the PLI scheme, India's robust pharma 
ecosystem and further opportunities in the value chain for 
e-commerce. 

The states that received maximum investment by equity inflow, in 
recent times are mentioned below:

State Equity Inflow % 
(FY 19-20) 

Equity Inflow %  
(FY 20-21) 

Gujarat 12% 37%

Maharashtra 22% 27%

Karnataka 18% 13%

National 
Capital Region 
(NCR) (Delhi + 
Haryana)

23% 12%

Tamil Nadu 5% 4%

Telangana 2% 2%

Others 18% 5%

The total equity inflow received for FY 19-20 and FY 20-21 was  
USD 49.9 Bn and USD 59.6 Bn respectively, showcasing a  
19% growth in FDI equity inflow despite the pandemic and the 
second wave.

As of today, Gujarat is the state with the highest cumulative 
investments followed by Maharashtra and Karnataka. It is 
imperative to note that the key investments from Saudi Aramco, 
Google, and Facebook have been in the states of Gujarat, 
Maharashtra, and Karnataka.
The share of FDI in Maharashtra and Gujarat increased 
significantly over the past year in comparison to the other 
states. While there is a large influx of investments, it is also 
important for it to be supplemented with progressive policies 
and ample thrust by state governments, which the country 
could leverage to become a manufacturing hub. States such as 
Gujarat, Maharashtra, and Tamil Nadu introduced newer industrial 
development policies resulting in a higher FDI influx due to special 
incentives for companies looking to relocate their businesses as a 
result of the pandemic.

It is expected that India will continue to see a rise in 
FDI inflow over the next five years as the country aims 
to position itself as a manufacturing hub for global 
companies. This is expected to be driven by core sectors 
and proactive policies, which will be analyzed in further 
detail as part of the upcoming articles in this series.
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Nexdigm (SKP) is an employee-owned, privately held, independent 
global business advisory provider that helps organizations across 
geographies meet the needs of a dynamic business environment. Our 
focus on problem-solving, supported by our multifunctional expertise 
enables us to provide customized solutions for our clients.

We provide integrated, digitally driven solutions encompassing, 
Business Services and Professional Services, that help businesses 
navigate challenges across all stages of their life-cycle. Through our 
direct operations in the USA, India, and UAE, we serve a diverse range 
of clients, spanning multinationals, listed companies, privately-owned 
companies, and family-owned businesses from over  
50 countries.

Our multidisciplinary teams serve a wide range of industries, with a 
specific focus on healthcare, food processing, and banking and financial 
services. Over the last decade, we have built and leveraged capabilities 
across key global markets to provide transnational support to numerous 
clients.

From inception, our founders have propagated a culture that values 
professional standards and personalized service. An emphasis on 
collaboration and ethical conduct drives us to serve our clients with 
integrity while delivering high quality, innovative results. We act as 
partners to our clients, and take a proactive stance in understanding 
their needs and constraints, to provide integrated solutions. Quality at 
Nexdigm (SKP) is of utmost importance, and we are ISO/ISE 27001 
certified for information security and ISO 9001 certified for quality 
management.

We have been recognized over the years by global organizations, like 
the International Accounting Bulletin and Euro Money Publications.

Nexdigm resonates with our plunge into a new paradigm of business; it 
is our commitment to Think Next.


