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A thread on cumulative Fll inflows into India in the CY2020

Background : This was a widely shared link on social media and also tweeted by
FM @nsitharaman amid a lot of discussion around the strong foreign inflows in
Indian

India received ~1.6 lakh crore in Fll flows last calendar year when most Asian and emerging markets witnessed outflows.
This is encouraging stuff one would say. However, this is not the complete story.

Only India saw equity inflows from Flls in 2020
12M foreign inflows by market

India | 23.0
Indonesia (3.2) II_
Philippines (2.5) |:_
Malaysia (5.8) I:
South Africa (74) | D12MFlows (Jan'20
to Dec'20)
Thailand (83 [
Brazil (8.5) :_
Taiwan (15.6) | -
South Korea (20.1) | 3 (US$bn)
(25) (15) (5) 5 15 25

Source: Bloomberg, CLSA


https://buzzchronicles.com
https://buzzchronicles.com/b/finance
https://buzzchronicles.com/CodyyyGardner
https://twitter.com/amitgupta0310/status/1347792276928438277
https://twitter.com/amitgupta0310
https://twitter.com/amitgupta0310
https://twitter.com/amitgupta0310

The total flows in Secondary markets (Debt + Equity but not including FDI deals in primary markets) are marginally positive.
It means as yields collapsed, FlIs switched from Indian debt to Indian equities.

In fact, last 6 CYs (2015-2020) net flow in debt & equity is negligible.
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Now one may ask what suddenly changed in 2020. Well, Central banks kept the tap open. That's easy answer.

But still the flows became aggressive only in last two months of 2020 - Nov & Dec
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Why in last two months?

Two technical things happened:

(a) MSCI Annual review on Nov 10 brought fresh inflows. This happens every year, so was not surprising.

https://t.co/b0O0dkWvyyX

(b) MSCI also implemented change in foreign ownership limit (FOL) for Indian securities i.e merging the FDI+FII limit to
sectoral limit.

PS : This was supposed to happen in June-20 but thanks to Babugiri and C19 lockdown was postponed to Nov-20

Apart from this, licking wounds from Nov-16 US elections experience, many FllIs raised cash in two months leading up to the
election date. As the event unfolded, money poured leading to the money tsunami.

In short, Nov & Dec 20 flows were exceptional due to technical adjustments & may or may not continue.

Idea that this will continue without any improvement in earnings outlook is fraught with risks. Any hint of liquidity withdrawn in
any form from anywhere can prick the bubble.

Thanks to @mystockedge for the charts.
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