Difference between domestic & foreign institutional holdings at 25-yr high in July-Sept
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Mumbai: The gap between domestic
and overseas institutional investment
in Indian stocks widened to the most
in 25 years in the September quarter,
‘underscoring the divergence in flows.
Domestic institutional investor (DII)

holdings as a proportion of all listed
NSE companies rose by 44 basis points
t018.26 % —thehighestever, according
toastudy based on Prime Databaseda-
ta since 2009. Overseas ownership ed-
ged down 34 bps t016.71% — the lowest
inl3years.

DII holdings in NSE companies had
surpassed those of foreign portfolio

investors (FPIs) in the March quarter.

The gap has increased since local in-
stitutionsflush with flows from indivi-
duals continue to pump money into
the stock market, while overseas fund
managers have opted to take a step
back due to uncertainty over growth
and valuations.
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“The widening gap between FII and
DII holdings indicates the ‘retailisa-
tion’ of corporate India,” said Sid-
darth Bhamre, head of research,
Asit C Mehta Intermediates. “A ma-

jor chunk of mutual fund flows is -

driven by retail investors, while in-
stitutional money is deployed thro-
ugh trusts and family offices.”

Mutual fund ownership of Indian
companies rose to an all-time high
of 10.9% this quarter, from 10.56 % in
the June quarter, driven by strong
retail flows throughrecord systema-
tic investment plan (SIP) contribu-
tions every month.

Foreign investors sold stocks
worth Rs1.021akh crore between Ju-
ly and September this year. Domes-
tic investors purchased shares
worth Rs 2.211akh crore in the same
period.

“Overseas investors have been sel-
lers for a major part of the year, pre-
ferring US and other emerging mar-
ketslike China, Taiwan and Korea,”
said Sriram Velayudhan, senior vice
president, ITFL Capital Services Ltd.

Foreign holdings in Indian compa-
nies have been on a slide since De-
cember 2020 but the pace of the cuts
in their holdings has quickened sin-
ce June 2023, when they held 18.96%
of NSE-listed companies. In Decem-
ber 2020, their ownership was
21.21%.

Despite the risk-off sentiment
among foreign funds, Indian equiti-
es have managed to hold up, thanks
to unabated domestic flows. “Earli-
er, a pullback from global investors
would resultinamarketcrash,” said
Pranav Haldea, managing director,
Prime Database Group. “That is not
the case any more, as the domestic
inflows provide support.”

'-"} L2853 ﬁ

Selling by overseas investors points
to caution about prospects.

“Mutual funds are mandated to de-
ploy funds irrespective of valua-
tions, while foreign investors have
the option of deploying funds to lu-

crative markets globally,” said
Bhamre.

Overseas investors have, though,
pumped money into domestic initial
public offerings (IPOs). In October,
they invested $1.2 billion (Rs 10,708
crore) in the primary market, which
was the second-highest amount in

" the current calendar year after $1.7

billion (Rs 14,247 crore) in July. It was
also the fourth consecutive month
when FPIs invested more in the pri-
mary market than the secondary
market.

“While global investors are selling
in secondary markets, they have par-
ticipated in the primary market issu-
ances, which is a good sign,” said Ve-
layudhan.

Despite inflows into primary mar-
kets, global investors have remained
bearish on India overall as they con-
sider valuations expensive, Bhamre
said. “When the markets correct or
witness time consolidation, FIIs are
expected tolend supportasretailmo-
ney could move out in such a scena-
rio,” hesaid.
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