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Introduction

With one of the fastest-growing economies in the world, India offers a wide range of prospects
to international investors. Global firms and individual investors prefer investing in India as a result
of the government’'s recent economic changes and policies. In this article,we'll look at the
benefits of investing in India for foreigners, the various kinds of investmentsthat are available,
the hazards associated with them, regulatory requirements, a step-by-stepmethod, cultural
customs, and how to make informed investment decisions. Read on tolearn why investing in
India might be your next big move, regardless of your level of experience and the demography
of your origin.

—Different Types of Investments in India——

For international investors, India offers a variety of investment opportunities. Investing in the
stock market, which has done well recently, is one possibility. Foreigners have the option of
investing directly in Indian stocks or through mutual funds as well. A US citizen may invest in
Indian-oriented mutual funds, exchange-traded funds, and exchange-traded notes (ETNs) based
on Indian stocks or American or Global Depositary Receipts (ADRs or GDRs), all of which are
available for trading in the US. Some of the publicly traded companies in India have listed their
shares on the US stock exchanges via their depositary receipts. ADRs are negotiable certificates
that can be exchanged for a certain number of shares of a foreign Company that trade on the
New York Stock Exchange and are issued by US banks. A US citizen may invest in Indian equities
on a number different platforms, including Interactive Brokers and TD Ameritrade. Here is a list of
other registered Foreign Portfolio Investors (FPI) in India. The Indian brokerage firms Zerodha &
Sharekhan are available for non-resident Indians (NRI) to trade through.

Real estate investing is an additional choice, and it has grown in popularity among foreign
investors as a result of India’s expanding middle class and rising urbanization. It's crucial to
remember that there are limitations on foreign ownership of real estate. Foreign nationals of
non-Indian origin resident outside India are not permitted to acquire any immovable property in
India unless such property is acquired by way of inheritance from a person who was resident in
India. Without RBI's prior clearance, foreign nationals of non-Indian descent who received
immovable property in India through inheritance with the specific approval of RBI, are not
permitted to transfer that property. A branch, office or other place of business, (excluding a
liaison office) in India of a foreign company established with requisite approvals.

wherever necessary, is eligible to acquire immovable property in India which is necessary for or
incidental to carrying on such activity. Foreign embassies, diplomats, and general consulates may
buy and sell real estate in India other than farm houses, plantation homes, and agricultural land.
A foreign national who lived in India for more than 182 days during the previous financial year
for taking up employment or carrying on business/vocation or for any other purpose showing his
desire to stay for an uncertain amount of time is eligible to purchase immovable property in
India. Except for agricultural land, plantation property, and farmhouses, NRIs may buy any
immovable property in India.

Foreign investors seeking guaranteed returns on low-risk investments have the option of
investing in government bonds and Treasury bills. These investments provide steady returns and
are secured by a government guarantee.


https://www.sebi.gov.in/

« Government of India Treasury Bills (T-Bills)- Performance

« Government of India dated securities (dated G-Sec) - Performance
State Development Loans (SDLs)- Performance

Sovereign Gold Bonds (SGB)- Performance

Through the RBI Direct Portal, retail investors can purchase Treasury Bills and Government Bonds.

Foreigners may also launch their own businesses through foreign direct investment (FDI) or
participate in Indian private equity enterprises. Before investing money, this kind of investment
involves extensive investigation and due diligence. Any law firm that handles FDI compliances is
permitted to do due diligence and research. Please use Annexure 1 as a starting point for your
basic due diligence checklist for Indian entities. The Carlyle Group, Sequoia Capital, and The Black
Stone Group are well-known private equity firms.

Key Definitions

1. ‘FDI" or ‘Foreign Direct Investment’ means investment through capital instruments by a
person resident outside India in an unlisted Indian company; or in ten per cent or more of the
post-issue paid-up equity capital on a fully diluted basis of a listed Indian company;

Note: - In case an existing investment by a person resident outside India in capital instruments
of a listed Indian company falls to a level below ten per cent of the post-issue paid-up equity
capital on a fully diluted basis, the investment shall continue to be treated as FDI;

Explanation: - Fully diluted basis means the total number of shares that would be outstanding
if all possible sources of conversion are exercised.

2. 'Foreign Investment’ means any investment made by a person resident outside India on a
repatriable basis in capital instruments of an Indian company or to the capital of an LLP;

Explanation: - If a declaration is made by a person as per the provisions of the Companies Act,
2013 about a beneficial interest being held by a person resident outside India, then even though
the investment may be made by a resident Indian citizen, the same shall be counted as foreign
investment;

Note: - A person resident outside India may hold foreign investment either as FDI or as FPI in
any particular Indian company;

3. ‘Foreign Portfolio Investment’ means any investment made by a person resident outside
India through capital instruments where such investment is less than 10% of the post-issue
paid-up share capital on a fully diluted basis of a listed Indian company or less than ten per
cent of the paid-up value of each series of the capital instrument of a listed Indian company.

4. ‘Foreign Portfolio Investor’ (FPlI) means a person registered by the provisions of the
Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations, 2019, as
amended from time to time.


https://www.ceicdata.com/en/india/treasury-bills-outstanding-by-holder/treasury-bills-outstanding-total
https://dea.gov.in/public-debt-management
https://www.ccilindia.com/Research/Statistics/Documents/SDL%20Index%20Portfolio/SDL%20INDEX%20FACTSHEET.pdf
https://www.financialcalculatorindia.app/sovereign-gold-bond-price-history.html

5. ‘FVCI" means a Foreign Venture Capital Investor incorporated and established outside India
and registered with the SEBI under the Securities and Exchange Board of India (Foreign
Venture Capital Investors) Regulations, 2000, as amended from time to time.

6. ‘Person’ includes-

« an individual,

« a Hindu undivided family,

* a company,

« afirm,

« an association of persons or a body of individuals, whether incorporated or not,
« every artificial juridical person, not falling within any of the preceding

* subclauses, and

« any agency, office, or branch owned or controlled by such person.

7. 'Person resident in India’ means-
I. a person residing in India for more than one hundred and eighty-two days during the course
of the preceding financial year but does not include-

A. A person who has gone out of India or who stays outside India, in either case-
« for or on taking up employment outside India, or
« for carrying on outside India a business or vocation outside India, or
- for any other purpose, in such circumstances as would indicate his intention to stay outside
India for an uncertain period;
B. A person who has come to or stays in India, in either case, otherwise than-
« for or on taking up employment in India; or
« for carrying on in India a business or vocation in India, or
« for any other purpose, in such circumstances as would indicate his intention to stay in India
for an uncertain period;
I1. any person or body corporate registered or incorporated in India,
111. an office, branch or agency in India owned or controlled by a person resident outside India;
IV. an office, branch or agency outside India owned or controlled by a person resident in India.

8. ‘Non-resident entity’ means a ‘person resident outside India’ as defined under FEMA.
9. ‘Person resident outside India” means a person who is not a Person resident in India.
10. ‘Venture Capital Fund’ (VCF) means a fund established in the form of a trust, a company

including a corporate body and registered under the Securities and Exchange Board of India
(Alternative Investment Funds) Regulations, 2012.

—Investments by Foreign Nationals in India—

The current Foreign Direct Investment Policy of India permits foreign nationals to invest in an
Indian company.



——Where can foreign nationals invest?——

Indian Companies

Partnership/

Startup Companies iy Lord

Investee
Entities

Investment Vehicle

Limited Liability
Partnerships (LLPs)

1. A person who resides outside of India but is not an NRI may apply to the Reserve Bank of
India for prior clearance to invest in a partnership firm or a proprietorship enterprise or any
association of individuals in India. The application’s outcome will be decided after
consultation with the Indian government.

2. A person residing outside of India is not allowed to invest in trusts other than in a “Venture
Capitalist Firm” registered with and is governed by SEBI.

3. Limited Liability Partnerships (LLPs) engaged in industries or activities where 100% FDI is
permissible through the automatic route are permitted to accept foreign investment under
the automatic route, and there are no FDI-linked performance conditions.

4. Foreign investment from a person residing outside of India is permitted in a registered and
regulated investment vehicle, such as real estate investment trusts (REITs), infrastructure
investment trusts (Invits), and alternative investment funds (AlIFs), (with the exception of
individuals who are citizens of or any other entity which is registered/incorporated in Pakistan
or Bangladesh.)

5. Start-ups may accept foreign investments. Startups may offer equity, equity-linked, or debt
securities to FVCI in exchange for foreign remittances. Startups may issue convertible notes to
a foreign resident.



Entry Routes for Investment

Automatic Approval

Reporting is Prior approval is
required after required from Govt
receipt of Investment of India

. Non-residents may be allowed to invest in the capital of a resident business in certain
industries or occupations with certain entry level requirements. Conditions like minimum
capitalization requirements, lock-in periods, etc. may be a few of them. According to the
Indian FDI Policy, there are several entrance requirements for each activity or area.

. Investments can be made by a resident outside India in the capital of a resident entity only to
the extent of the percentage of the total capital as specified in the FDI policy.

. The investment/investor must abide by all applicable sectoral laws, rules, security
requirements, and state/local laws and regulations.

Investment Instruments

. Indian corporations are permitted to issue equity shares, preference shares that are fully
partly or compulsorily, as well as, fully, compulsorily, and mandatorily convertible debentures.
Convertible capital instruments should have their price and conversion formula
predetermined at the time of issuance. The price at the time of conversion must at least
match the fair value calculated when the instruments were issued in line with the current
FEMA rules and regulations.

. Optionality clauses are allowed in equity shares, fully, compulsorily and mandatorily
convertible debentures and fully, compulsorily and mandatorily convertible preference shares
under the FDI scheme subject to the condition that there is a minimum lock-in period of one
year which shall be effective from the date of allotment of such capital instruments. According
to FEMA's pricing/valuation standards, the non-resident investor will be eligible to withdraw
their invested amount after the lock-in period without any assurance of a return.



3. Preference shares and debentures, whether they are fully convertible, partially convertible, or
non-convertible at all and for which money has been received, are categorized as debt.

4. Foreign currency convertible bonds and depository receipts are regarded as FDI.

Reporting

All the reporting is required to be done through the Single Master Form (SMF) available on the
Foreign Investment Reporting and Management System (FIRMS) platform at https://
firms.rbi.org.in.The user manual for reporting is available at https://firms.rbi.org.in/firms/faces/
pages/login.xhtml. The SMF and KYC report format is available in the user manual.

The infographic presentation of the various reporting forms as a part of SMF is given below:

ARF(Advance Remittance Form) FIRC

Issuing authority is bank which confirms the receipt of
funds from foreign country with the details of UTR

within 30
number, account number, amount of transfer,
currency of transfer, purpose, name of transferor &
transferee.

days of receipt of inward remittance.

Form LLP-1 Form LLP-2

within 30 days from the within 60 days from the date of
date of receipt of the amount of consideration. receipt of funds.

Form DI FC-TRS

within 30
days from the date of allotment of capital within 60 days from the date of transfer or receipt of
instruments. funds, whichever s earlier.

FC-GPR Form ESOP

within 30 days from
the date of issue. within 30 days from the date of issue of ESOPs.

Form DRR Form CN

within 30 days within 30 days of
of close of the issue/program. issue/transfer.



https://firms.rbi.org.in/firms/faces/pages/login.xhtml
https://firms.rbi.org.in/firms/faces/pages/login.xhtml

Since FDI is a capital account transaction, the FEMA's penal provisions apply to any infraction of
FDI rules. Reserve Bank of India administers the FEMA and the Directorate of Enforcement (ED)
under the Ministry of Finance has the authority to enforce the FEMA. The Directorate launches
inquiries into any FEMA violations.

Prohibited Sectors

FDI is prohibited in-

. Lottery Business, including Government/private lottery, online lotteries, etc.

. Gambling and Betting, including casinos etc.

. Chit funds

. Nidhi company

. Trading in Transferable Development Rights (TDRs)

. Real Estate Business or Construction of Farm Houses ‘Real estate businesses shall not include
the development of townships, construction of residential /commercial premises, roads or
bridges, and Real Estate Investment Trusts (REITs) registered and regulated under the SEBI
(REITs) Regulations 2014.

7. Manufacturing of cigars, cheroots, cigarillos and cigarettes, of tobacco or tobacco substitutes

8. Activities/sectors not open to private sector investment, e.g., Atomic Energy and (ll) Railway

operations (other than permitted activities mentioned in FDI Policy).

o Ul A~ WN

Foreign technology collaboration in any form, including licensing for franchise, trademark, brand
name, or management contract, is also prohibited for Lottery Business, Gambling and Betting
activities.

Investment by Foreign Nationals
through Investment Vehicles

Foreign nationals are permitted to invest through a variety of investment vehicles. The venture
capital companies, real estate investment trusts (REITs), Infrastructure Investment Trusts (InVIT)
and alternative investment funds are briefly described below.

1. Alternate Investment Funds (AIF)

AlFs are privately pooled investment vehicles established in India under the Securities and
Exchange Board of India (SEBI) Regulations. These regulations were enacted to ensure that
money was properly collected from investors and used for their benefit in accordance with
defined investment policy of the Fund.

AlFs are incorporated as trusts, limited liability partnerships (LLPs), companies, or other corporate
entities. However, 97 percent of AlFs prefer to be organized as Trusts, according to data currently
available. The AIF that an applicant may submit an application under has been divided by SEBI
into three categories, each of which has further subcategories:



CATEGORY-I CATEGORY-II CATEGORY-III

Venture Capital Fund Funds not following « Hedge Funds
Category | and Category llI

Angel Funds are permitted Hedge Funds * Private Investment in
Private under this Category. Public Equity Funds

SME Funds Some of the Funds are:

* Instruments which

Social Venture Funds * Private Equity Funds employ complex and
diverse trading strategies

* Real Estate Funds like derivatives, hedge
funds etc.

Infrastructure Funds

Sectors which are
considered socially and
economically desirable by
the government.

« Funds for Distressed
Assets

* Registration: According to the SEBI (Alternative Investment Funds) Regulations, 2012, any
organization or individual wishing to serve as an Alternative Investment Fund must obtain a
Certificate of Registration from SEBI under this regulation.

o Investment Conditions:
I. Minimum Investment size in an AlF is ¥ 1 Crore (Subject to certain exceptions).
11. AlFs raise funds through private placement by the issue of an information memorandum or
placement memorandum, by whatever name called.

« Tenure: Minimum tenure of Category I'll AIF is 3 years which may be extended for a further
period of 2 years only with the approval of 2/3rd of the unit holders by value of their
investment. However no minimum tenure is prescribed for Category Ill AIF.

2. Venture Capital Fund (VCF)

Venture Capital is generally equity investments made by Venture

Capital funds, at an early stage in privately held companies, primarily engaged in the
development of new goods, services, technologies, or business models having potential to
provide high returns. Generally Venture Capital firms look for a return of five to ten times the
original investment. Venture capital funds (including Angel funds) must register as AlFs under
category-I.

AlFs may raise funds from any investor, whether Indian, foreign or non-resident Indians, by way
of issue of units.

The investor or its underlying investors contributing twenty-five per cent or more in the corpus of
the investor is not the person(s) mentioned in the Sanctions List notified from time to time by
the

United Nations Security Council and is not a resident in the country identified in the public
statement of Financial Action Task Force as:

I. a jurisdiction having a strategic Anti-Money Laundering or Combating the Financing of
Terrorism deficiencies to which countermeasures apply; or



I1. a jurisdiction that has not made sufficient progress in addressing the deficiencies or has not
committed to an action plan developed with the Financial Action Task Force to address the
deficiencies.

3. Foreign Venture Capital Investor

Foreign investors must satisfy the below conditions before they can start making investments in
India’s venture capital enterprises:

I. It must have been established and incorporated in a country other than India; and

I1. It must be registered with SEBI as an FVCI; and

111. While making investments in VCFs and VCUs in India, it must act in accordance with FVCI
Regulations.

IV. It shall disclose its investment strategy to SEBI.

« Eligibility Criteria to Get FVCI certificate from SEBI: The SEBI has specified the following
eligibility conditions to obtain registration as a FVCI-

I. The applicant’s track record, professional competence, financial soundness, experience, and
general reputation of fairness and integrity;
11. Necessary approvals received from RBI;
I11. Type of applicant entity incorporated outside India, i.e., investment company, investment
trust, investment partnership, pension fund, mutual fund, endowment fund, university fund,
charitable institution or any other entity incorporated outside India;
IV. whether the applicant is an asset management company, investment manager or investment
management company or any other investment vehicle incorporated outside India;
V. whether the applicant is a fit and proper person.

In order to determine whether an applicant or the intermediary is a ‘fit and proper person’, the
SEBI may take into account any consideration or criteria as it deems fit, including but not limited
to the following criteria in relation to the applicant or the intermediary, the principal officer and
the key management persons by whatever name called:

I. integrity, reputation and character;

11. absence of convictions and restraint orders;

111. competence, including financial solvency and net worth

« Investments by FVCI: an FVCI shall follow the following investment guidelines specified by
SEBI:

I. A minimum of 66.67% of the investible funds must be invested in the equity-linked instruments
or the unlisted equity shares of a VCU or investee company.
I1. It may invest up to 33.33% of the total investible funds (and not more than that) in:
- Subscribing to the initial public offer (IPO) of a VCU whose shares are proposed to be listed on
a Recognized Stock Exchange.
- The Debt or debt instrument of a VCU if the investor has already made an investment in that
VCU by way of equity.
- In the Preferential Allotment of equity shares of a listed company which are subject to lock-in
period of 1 year.
- Investment in the equity shares/equity-linked instruments of a listed company that is financially
sick or financially weak.
- Special-purpose vehicles (SPV) which are created with an objective of promoting investments
under these Regulations



FVCI is permitted to invest 100% of its total investible funds in a domestic VCF registered under
SEBI. FVCI must disclose its investment strategy to the SEBI before making any investments in
India.

4. Real Estate Investment Trusts (REITs)

A REIT is a trust that owns and typically operates income-producing real estate or related assets
out of the pooled capital of its investors. It basically accepts funds from the investors make a
large corpus and then invest that corpus mostly in completed and revenue generating real estate
assets like offices, shopping malls, hotels, residential apartments etc.

It is governed by SEBI (Real Estate Investment Trusts) Regulations, 2014. As per the regulation
REIT is mandated to invest at least 80% of the value of the REIT assets in completed and revenue
generating properties.

REIT Owners can earn return on their investment by two ways:
« Through Periodic Returns in the form of Dividend.
« By way of Capital Appreciation (Increase in market value of REITs due to increase in market
value of underlying properties).

REIT is mandated to distribute at least 90% of its net distributable income after tax as dividends
to the unit holders at least on half yearly basis. The minimum Subscription Size in REIT is between
the range of X 10,000 to X 15,000 (Like the Main Board IPO of Equity Shares).

Foreign Nationals are permitted to invest in REITs subject to compliance with FEMA Regulations
and RBI Guidelines.

5. Infrastructure Investment Trusts (InVITs)

Similar to mutual funds, infrastructure investment trusts (InviTs) allow for direct investments of
small sums of money from potential individual and institutional investors in infrastructure sector
companies in exchange for a tiny percentage of the income as return. In certain ways, InviTs
operate similarly to mutual funds or real estate investment trusts (REITs). InvITs can be thought of
as a modified form of REITs created to fit the unique requirements of the infrastructure industry.

It is governed by SEBI (Infrastructure Investment Trusts) Regulations, 2014. As per the regulation,
InVIT is mandated to invest at least 80% of the value of the InVIT assets in completed and
revenue-generating infrastructure projects.

Minimum investment size in an InVIT is ¥ 10,000 to X 15,000 only. Foreign nationals are permitted
to invest in InVITs, subject to compliance with FEMA Regulations.

Business Structure in India
for a Foreign Company

Let's say a foreign company wants to gain some experience in India’'s market before making a
significant investment. In that situation, the foreign business must have a set-up that makes it
simple to enter and exit.



Testing the Water Long-Term

Liaison Office Branch Office Project Office Wholly Owned Subsidiary
(LO) (BO) (PO) (WoS)

1. Liaison Office

Liaison Offices are representative offices that carry out liaison tasks and serve as a line of contact
between parties in India and the Head Office abroad. All costs for these offices must be met by
inward remittances of foreign currency from the Head Office outside India. Initially the
permission to establish such an office is granted for a period of three years which may be
extended on reasonable grounds.

A Liaison Office shall undertake the following tasks in India:
* Representing in India the Parent company.
« Promoting export/import from/to India.
« Promoting technical/financial collaborations between main companies and Indian companies.
 Acting as a communication channel between the parent and the Indian companies.

2. Branch Office

Foreign Companies engaged in manufacturing or trading activities are allowed to set up Branch

Offices in India with RBI's approval. Branch Office undertake the following actions in India:
 Export / Import of goods.

» Rendering professional or consultancy services.

« Carrying out research work in areas where the parent company is engaged.

« Promoting technical or financial collaborations between Indian companies and parent or
overseas group companies.

» Representing the parent company in India, acting as buying/selling agent in India, rendering
services in information technology and development of software in India, and rendering
technical support to the products supplied by parent/group companies.

* Foreign airline/shipping company.

3. Project Office

If a Foreign Company has secured any contract in India, they are allowed to establish a project
office to carry out project-related activities in India. Approval of RBI is required to establish such
an office in India. Registration of project office in India is executed as per the FEMA Guidelines.



Indian Business Culture

India is a welcoming nation. Spending a lot of time cultivating relationships with individuals in
the business, government, community, or politics is necessary when conducting business in India.
Indians prefer long-lasting personal relationships over corporate partnerships because
relationships are based on mutual trust and respect. A reference for introduction is always good
to start and has immediate credibility in India.

Senior management, business owners, and staff in India frequently put in more than 10 hours a
day to work, including weekends. Making a call to business contacts on a Sunday or even at 8
o'clock in the evening is not unusual. This technique is, nonetheless, changing with time.
With the advancement of technology, a person in the USA can interact virtually with Indians and
eventually meet them in person when traveling to India. Since Indians are known for their warm
hospitality, it is important to be respectful of their culture and country whenever one is trying to
build relationships with them. They may, however, diplomatically express their constructive
criticism of India. Below are the few major cultural differences between Indian and American
society:

1. Individual Versus Group

For Indians, the group comes first, and individual identity is frequently deeply entwined with the
group. Young adults are less likely to leave home, extended families are more likely to live
together, and employees prefer to stay with the same employer for much longer periods of time
resulting is low employee turnover. Team achievements are more welcomed than individual
awards. Americans tend to focus more on oneself than on the group or the team.

2. Explicit versus Implicit

Indians frequently exhibit significantly more implicit behavior than Americans or other foreign
nationals. Indians are more prone than other people to express themselves non-verbally and
through body language and gestures. They anticipate that their counterparts will read between
the lines and deduce meaning.

3. Harmony versus Honesty

The directness of the feedback could be quite offensive to an Indian, who is more likely to seek
harmony, unlike to an American who appreciates directness, and for them what their colleague
stated directly is probably not offensive.

4. Cultural/business hierarchical structure

Indian businesses frequently have a rigid hierarchy. The person at the top is highly regarded, and
his/her judgments are not contested. To question the leader is considered to treat him with
contempt. The roles and positions of the company’s employees are clearly defined, and those
reporting to the leader will adhere to his directions. A lot of Indians are at ease with some degree
of micromanagement. These eventualities are, however, changing every day as time passes.
Strong hierarchy still exists today, but younger people are now permitted to voice their opinions.
Top-ranking individuals continue to have the authority to make decisions.

5. The ideal approach to greet someone in India

The Indian salutation “Namaste” is done by pressing the palms together while pointing the
fingers skyward. Sometimes a small bow is added to this salutation. Verbal greetings vary by
geography and also depend on the relationship between the individuals. Shaking hands is
generally acceptable between men and women. But it's best to wait till a woman extends her



hand first. Some Hindu or Muslim men and women are a bit hesitant to touch someone of the
opposite gender. Avoid giving a kiss or a hug. Show extra respect to elders.

6. Taboos in India

Indian culture is vibrant yet complex. Therefore, while establishing a relationship with an Indian, a
few issues require particular consideration. These include failure, women smokers, divorce,
menstruation, sex and LGBTQ.

—Risks Involved in investing in India——

India is a desirable location for foreign investors because of its booming economy and rapid
growth. However, due to a number of circumstances, investing in India can also be risky.

The political unrest in India is one of the main investment risks. Investors may encounter
difficulties because of unpredictability in the political environment of the nation and policy and
regulatory changes.

Corruption is a danger factor as well. Despite efforts to reduce it, corruption is still rampant
across the nation and can have an impact on investment choices. To reduce this risk, investors
must perform extensive due diligence prior to entering into any business transactions or joint
ventures.

India’s lack of infrastructure raises further concerns. Even though there have been recent
advances, poor infrastructure continues to impede economic growth, which could affect the
investment return.

Additionally, for international investors who are unfamiliar with Indian conventions and norms,
cultural differences may present difficulties. During commercial talks, language hurdles could
potentially cause communication problems that could result in misunderstandings or
misinterpretations.

Regulatory risk is another major risk faced by a foreign investor investing in India. However with
due analysis of the existing rules and regulations this risk can be avoided altogether. The rules
and limitations governing the repatriation of profits and dividends to foreign investor’'s home
countries should be understood carefully before investing.

The domestic and international economies and the micro and macro-economic factors both have
a significant impact on India’s primary capital market and secondary financial market, which can
be unstable at times. Investors need to be ready for corrections and consolidations in the stock
market and other financial markets. However, post covid increase in participation by retail
investors in financial market has increased significantly, which is consequently giving a strong
support to Indian markets at time when foreign investors took their money out from the market.
This is visible from the fact that Indian markets have recovered from the impact of covid and are
trading at all-time high while NASDAQ, NYSE, SGX NIFTY are still struggling to find the grip.

While there are prospects for substantial financial benefits when investing in India, it is essential
for international investors to conduct adequate research and comprehend the potential dangers
involved before putting their money on the line.



Conclusion

Even while foreigners investing in India may face some risks, the potential rewards are significant.
India being the fifth largest economy of the world and having a GDP growth rate of above 7%
has become a hotspot for foreign investors. According to a report of Goldman Sachs, the second
largest investment bank in the world, India is set to surpass the United States to become the 2™
largest economy of the world by 2070. With a booming economy, a sizable consumer market,
and a variety of business options, India has swiftly gained appeal to foreign investors.

Working closely with local specialists who are familiar with the complexities of doing business in
the nation can help you achieve success while investing in India. Indian law is incredibly
expansive. You may invest in one of the most dynamic economies in the world and create long-
term wealth by adopting a strategic approach and thoughtfully weighing your options.

Disclaimer

This report is a copyright of Businezexcellence.com. No reader should act on the basis of any
statement contained herein without seeking professional advice. The authors and the firm
expressly disclaim all and any liability to any person who has read this report, or otherwise, in
respect of anything, and of consequences of anything done, or omitted to be done by any such
person in reliance upon the contents of this report
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Contact Us

For any help or assistance, please feel free to write us at our Email or visit our website for more.

ﬂ contact@businezexcellence.com

IM https://businezexcellence.com/
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About Businezexcellence

To support entrepreneurs and business owners, we have designed this platform where you can
discuss and find out the solutions for all your corporate & business law worries and queries. We
are your consultancy and execution partner for growth. We provide services across India related
to Company/LLP/Business Registrations, Compliance and Contract Management, Business
Advisory.

We specialize in:

» Start-up Deal Documentation and Due-Diligence.

« Technology, Commercial and Employment Contracts drafting and negotiation.

« ESOPS and Shareholder Agreements.

+ Data Privacy and Protection.

 Block Chain, Virtual Digital Assets, Crypto Currencies, SaaS, and IOT related advisory and
Compliances.

« PMLA, RBI, FEMA, IPR, MCA, Labour & Environment Law Compliances.



