Parameter Foreign Direct Investment Foreign Portfolio Investment
Nature Direct investment and business ownership in a foreign [Indirect investment in a foreign
country. country's financial assets like stocks

and bonds.

Role Active role Passive role

Controland |FDI investors command a high degree of control over FPI investors do not exercise a high

Influence the management and business operations. degree of control over the company's
day-to-day operations.

Investment  |Physical assets of the foreign company (e.g., machinery, |Financial assets like stocks, bonds, and

Type buildings, etc.). ETFs.

Approach and
Time

A long-term approach is needed since it can take years
before the project progresses from planning to
implementation.

FPI investments have a shorter term
than FDlIs.

Motive Securing market access or strategic interests in a foreign |Short-term returns and market-linked
country for long-term gains. gains.
Risk Generally considered more stable. Risks include the host|Generally considered more volatile

country’s monetary and fiscal policies, political
environment, and regulatory norms.

due to fluctuations in asset prices.

Entry and Exit

Entry and exit are difficult.

Entry and exit are easy since financial
assets are highly liquid and widely
traded.

Investment  [Direct investment in assets made. Indirect investments in assets made.

Nature

Duration Investments made are long-term in nature. Investments made are short-term in
nature.

Volatility FDI is more stable in the market. FPI is more volatile in the market.

Investor FDIs are always active. FPIs are always inactive.

Activity
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