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Abstract 

The real estate sector in India serves as a crucial pillar of economic development, contributing 
substantially to the national GDP, generating employment, and fostering urbanization. Over the last 
two decades, India's policy landscape on Foreign Direct Investment (FDI) in real estate has undergone 
a significant transformation. Initially characterized by stringent restrictions, the sector gradually 
witnessed liberalization, aimed at enhancing capital inflow, improving regulatory transparency, and 
bolstering infrastructural growth. This study critically examines the regulatory framework that governs 
FDI in India’s real estate sector, tracing its evolution through major policy shifts and reforms. 

The research highlights landmark developments, such as the relaxation of sectoral caps, the 
introduction of Real Estate Investment Trusts (REITs), and the enactment of the Real Estate (Regulation 
and Development) Act, 2016 (RERA). These reforms have played a pivotal role in building investor 
confidence and redefining the investment climate. An in-depth analysis of the current regulatory 
environment identifies both opportunities and structural challenges, particularly in relation to 
minimum capitalization requirements, exit norms, and sector-specific investment channels. 

Furthermore, the paper investigates recent trends and patterns of FDI inflows into different segments 
of the real estate sector, including residential, commercial, and infrastructure projects. It identifies 
major source countries—such as Singapore, Mauritius, and the United States—and highlights 
emerging investment destinations within India. The research also evaluates key factors influencing FDI 
flows, including economic liberalization, urban expansion, regulatory reforms, and global financial 
conditions. 

Recent policy initiatives, such as easing FDI norms in affordable housing and infrastructure, the Smart 
Cities Mission, and the increasing formalization of the sector, are analyzed for their long-term 
implications. The study concludes that while regulatory liberalization has undoubtedly enhanced FDI 
participation, maintaining policy stability, strengthening governance frameworks, and aligning with 
global best practices will be critical for sustaining investor interest and accelerating growth in the 
coming years. Strategic recommendations are offered to ensure that the real estate sector remains 
an attractive destination for foreign investment. 

Keywords: Foreign Direct Investment (FDI); Indian Real Estate Sector; Regulatory Framework; Real 
Estate (Regulation and Development) Act, 2016 (RERA); Real Estate Investment Trusts (REITs); 
Commercial Real Estate; Residential Real Estate; Infrastructure Development; FDI Trends; Investment 
Destinations in India. 
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I. REGULATORY FRAMEWORK OF FDI IN INDIA’S 
REAL ESTATE SECTOR  

The legal and regulatory framework plays a 
crucial role in governing Foreign Direct 
Investment (FDI) and significantly shapes its 
impact on the real estate sector of any country. 
A well-defined and effectively implemented 
regulatory framework can foster investor 
confidence, promote sustainable development, 
and ensure that the benefits of FDI are 
distributed equitably. Conversely, a complex, 
opaque, or poorly enforced regulatory 
environment can deter investment, create 
inefficiencies, and lead to negative 
consequences. This chapter analyzes the 
evolution, current state, and impact of the 
regulatory framework governing FDI in India’s 
real estate sector. It examines the historical 
progression of policies, the key regulatory 
changes, and the rationale behind these shifts, 
while also providing a comprehensive overview 
of the present legal landscape and its 
implications for foreign investment.999 

1. Introduction 

The real estate sector in India is governed by a 
complex web of laws and regulations at both 
the central and state levels. These regulations 
have evolved significantly over time, reflecting 
the changing economic landscape, political 
priorities, and social concerns. This chapter 
aims to: 

 Provide a historical overview of the 
evolution of FDI policy in India’s real 
estate sector. 

 Describe the current legal and 
regulatory framework governing FDI in 
the sector. 

 Analyze the impact of key regulations on 
FDI inflows and sector development. 

                                                           
999 Rustomjee Editor, How FDI Policies Shape NRI Property Investment in India, 
Rustomjee Blog (Mar. 12, 2025), https://www.rustomjee.com/blog/impact-
fdi-policies-nri-property-investment/. 

 Discuss recent developments and the 
future outlook for FDI regulation in Indian 
real estate.1000 

2. Evolution of FDI Policy in Indian Real Estate 

The evolution of FDI policy in India’s real estate 
sector can be broadly divided into three phases: 
pre-liberalization, post-liberalization, and the 
contemporary period.1001 

i. 1 Pre-Liberalization (Before 1991) 

 Prior to 1991, India followed a restrictive 
economic policy regime, characterized by 
high tariffs, import substitution, and a 
dominant role for the public sector. FDI in 
most sectors, including real estate, was 
severely restricted, with only limited 
exceptions for specific industries and 
projects. The primary concern was to 
protect domestic industries and prevent 
foreign control of key sectors. 

 During this period, the real estate sector was 
largely underdeveloped and dominated by 
local players with limited access to capital 
and technology. The lack of foreign 
investment hindered the growth of the 
sector and prevented the introduction of 
modern construction practices and 
international quality standards. 

ii. Post-Liberalization (1991-2000s) 

 In 1991, India initiated a series of economic 
reforms aimed at liberalizing the economy, 
promoting private sector participation, and 
attracting foreign investment. This marked a 
significant shift away from the earlier 
restrictive policies. While the initial reforms 
focused on sectors such as manufacturing 
and services, the real estate sector 
remained relatively closed to FDI for some 
time. 

                                                           
1000 HCG, Chapter 6: Challenges & Investor Overview of India's Real Estate Sector, 
Wright Research (Aug. 14, 2024), 
https://www.wrightresearch.in/encyclopedia/chapter-report/chapter-6-
challenges-and-investor-overview-of-indias-real-estate-sector/. 
1001 Gulshan Akhtar, Inflows of FDI in India: Pre and Post Reform Period, Int'l J. 
Human. & Soc. Sci. Invention, Feb. 2013, at 1, 
https://www.researchgate.net/publication/353718982_Inflows_of_FDI_in_
India_Pre_and_Post_Reform_Period. 
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 However, as the Indian economy grew and 
the demand for real estate increased, the 
government gradually began to relax 
restrictions on FDI in the sector. Key policy 
changes during this period included 
allowing FDI in specific segments such as 
integrated townships and commercial 
projects, subject to certain conditions. 

iii. Contemporary Period (2000s-Present) 

 The 2000s witnessed a major turning point 
in FDI policy in the real estate sector, with 
significant liberalization measures 
introduced to attract greater foreign 
investment. In 2005, the government 
permitted 100% FDI in construction 
development projects under the automatic 
route, subject to certain conditions such as 
minimum capitalization and area 
requirements. 

 This policy change marked a significant 
departure from the earlier restrictive regime 
and led to a substantial increase in FDI 
inflows into the sector. Subsequent policy 
amendments have further relaxed these 
conditions, such as reducing minimum 
built-up area and capital requirements, and 
easing exit norms for foreign investors. 

 The introduction of Real Estate Investment 
Trusts (REITs) in recent years has also 
created new avenues for foreign investment 
in income-generating real estate assets. 
REITs are similar to mutual funds and allow 
investors to pool their funds to invest in a 
portfolio of properties. 

3. Current Regulatory Framework 

The current regulatory framework governing FDI 
in India’s real estate sector is complex and 
involves various central and state-level laws, 
regulations, and notifications.1002 

 

 

                                                           
1002 YAGAY andSUN, Foreign Direct Investment (FDI) in India: An In-Depth 
Overview, Tax Mgmt. India (Mar. 12, 2025), 
https://www.taxmanagementindia.com/visitor/detail_article.asp?ArticleID=
13774. 

i. Key Legislation and Regulations 

 Foreign Exchange Management Act 
(FEMA), 1999: FEMA provides the overarching 
legal framework for all cross-border 
financial transactions, including FDI. It 
outlines the rules and procedures for foreign 
investment in India and governs the 
repatriation of profits and capital. 

 FDI Policy: The Department for Promotion of 
Industry and Internal Trade (DPIIT), Ministry 
of Commerce and Industry, formulates the 
FDI policy, which provides sector-specific 
guidelines and conditions for foreign 
investment. The FDI policy is notified through 
press notes and circulars, which are 
updated periodically. 

 Real Estate (Regulation and Development) 
Act (RERA), 2016: RERA aims to bring 
transparency and accountability to the real 
estate sector by establishing state-level 
regulatory authorities, mandating project 
registration, and protecting the interests of 
homebuyers. While RERA primarily focuses 
on regulating developers and transactions 
within the domestic market, it also has 
implications for FDI, as it creates a more 
transparent and organized environment for 
investment. 

 SEBI (Real Estate Investment Trusts) 
Regulations, 2014: These regulations, issued 
by the Securities and Exchange Board of 
India (SEBI), govern the establishment and 
operation of REITs in India. They provide a 
framework for the listing and trading of REIT 
units on stock exchanges, allowing both 
domestic and foreign investors to invest in 
income-generating real estate assets. 

ii. Permitted and Prohibited Activities 

 The FDI policy specifies the types of real 
estate activities in which foreign investment 
is permitted. These typically include: 

o Development of integrated 
townships, comprising housing, 
commercial establishments, and 
infrastructure facilities. 

https://ijlr.iledu.in/
https://iledu.in/
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https://www.taxmanagementindia.com/visitor/detail_article.asp?ArticleID=13774


 

 

722 | P a g e             J o u r n a l  H o m e  P a g e  –  h t t p s : / / i j l r . i l e d u . i n /   

INDIAN JOURNAL OF LEGAL REVIEW [IJLR – IF SCORE – 7.58] 

VOLUME 5 AND ISSUE 7 OF 2025  

APIS – 3920 - 0001 (and)   ISSN - 2583-2344 

Published by 

Institute of Legal Education 

https://iledu.in 

o Construction of residential and 
commercial premises, including 
apartments, office buildings, 
shopping malls, and hotels. 

o Investments in Real Estate 
Investment Trusts (REITs). 

 However, FDI is prohibited in certain 
activities, such as: 

o "Real estate business," which is 
defined as dealing in land and 
immovable property with a view to 
earning profit. 

o Construction of farmhouses. 

o Trading in transferable development 
rights (TDRs). 

iii. Entry Routes for FDI 

 FDI in India can be made through two entry 
routes: 

o Automatic Route: Under this route, 
FDI is allowed without prior approval 
from the Reserve Bank of India (RBI) 
or the government, subject to certain 
sector-specific conditions. Most of 
the permitted real estate activities 
fall under the automatic route. 

o Government Route: Investments in 
certain activities or exceeding 
specified thresholds require prior 
approval from the government. This 
route involves a more detailed 
scrutiny of the investment proposal. 

iv. Sector-Specific Regulations and Conditions 

 In addition to the general FDI policy, there 
are sector-specific regulations and 
conditions that apply to foreign investment 
in real estate. These may include: 

o Minimum capitalization and area 
requirements: Earlier policies 
stipulated minimum capital 
investment and built-up area 
requirements for construction 
development projects. While these 

have been relaxed over time, some 
conditions may still apply. 

o Lock-in periods and exit norms: To 
ensure the long-term nature of FDI, 
investments may be subject to lock-
in periods, restricting the repatriation 
of funds for a certain duration. Exit 
norms specify the conditions under 
which foreign investors can divest 
their investments. 

o Restrictions on the sale of 
undeveloped plots: To prevent land 
speculation, there may be 
restrictions on the sale of 
undeveloped plots by foreign 
investors. 

v. Role of Regulatory Authorities 

 Several regulatory authorities play a role in 
governing FDI in the real estate sector: 

o Reserve Bank of India (RBI): The RBI 
is responsible for administering FEMA 
and regulating foreign exchange 
transactions related to FDI. 

o Department for Promotion of 
Industry and Internal Trade (DPIIT): 
DPIIT formulates the FDI policy and 
issues guidelines and clarifications 
on FDI regulations. 

o Securities and Exchange Board of 
India (SEBI): SEBI regulates REITs and 
ensures that they operate in a 
transparent and investor-friendly 
manner. 

4. Analysis of Key Regulations and their 
Impact 

Several key regulations have significantly 
impacted FDI inflows and the development of 
India's real estate sector.1003 

i. Liberalization of FDI Norms: The progressive 
liberalization of FDI norms, particularly the 
introduction of the automatic route for 

                                                           
1003 India Brand Equity Foundation, Foreign Direct Investment (FDI) in India, 
IBEF, https://www.ibef.org/economy/foreign-direct-investment. 

https://ijlr.iledu.in/
https://iledu.in/
https://www.ibef.org/economy/foreign-direct-investment


 

 

723 | P a g e             J o u r n a l  H o m e  P a g e  –  h t t p s : / / i j l r . i l e d u . i n /   

INDIAN JOURNAL OF LEGAL REVIEW [IJLR – IF SCORE – 7.58] 

VOLUME 5 AND ISSUE 7 OF 2025  

APIS – 3920 - 0001 (and)   ISSN - 2583-2344 

Published by 

Institute of Legal Education 

https://iledu.in 

construction development projects, has been a 
major driver of increased foreign investment in 
the sector. By removing the need for prior 
government approval, these reforms have 
reduced bureaucratic hurdles and made it 
easier for foreign investors to enter the Indian 
market. 

ii. Real Estate (Regulation and Development) 
Act (RERA): RERA has brought greater 
transparency and accountability to the real 
estate sector, enhancing investor confidence 
and attracting both domestic and foreign 
investment. By mandating project registration, 
requiring developers to provide detailed 
information to buyers, and establishing 
mechanisms for dispute resolution, RERA has 
reduced the risks associated with real estate 
investment and made the sector more 
organized and professional. 

iii. Real Estate Investment Trusts (REITs) 
Regulations: The introduction of REITs has 
created a new avenue for foreign institutional 
investors to participate in the Indian real estate 
market. REITs offer a stable source of income 
and diversification benefits, attracting long-
term investors such as pension funds and 
insurance companies. The regulatory 
framework for REITs, by providing a clear 
structure for their establishment and operation, 
has facilitated their growth and contributed to 
the development of a more mature and 
sophisticated real estate market. 

5. Recent Developments and Future Outlook 

The regulatory framework governing FDI in 
Indian real estate continues to evolve, with 
recent developments reflecting the 
government’s ongoing efforts to further 
liberalize the sector and attract more foreign 
capital. The future outlook for FDI regulation will 
likely be shaped by a number of factors, 
including:1004 

 The need to balance the objectives of 
attracting foreign investment with those of 

                                                           
1004 Press Information Bureau, India offers a transparent, predictable and 
comprehensive FDI Policy Framework for investments, PIB (Feb. 11, 2025), 
https://pib.gov.in/PressReleasePage.aspx?PRID=2101785. 

promoting sustainable and inclusive 
development. 

 The ongoing efforts to improve the ease of 
doing business in India and streamline 
regulatory processes. 

 The increasing focus on affordable housing 
and the development of urban 
infrastructure. 

 The need to address emerging challenges 
such as climate change and the growing 
importance of environmental, social, and 
governance (ESG) factors in investment 
decisions. 

As India’s real estate sector continues to grow 
and mature, the regulatory framework will play 
a critical role in shaping its future trajectory and 
determining the extent to which it can attract 
and benefit from foreign investment. 

6. Challenges in the Regulatory Framework 

While the liberalization of FDI policy has 
significantly boosted foreign investment in 
Indian real estate, several challenges remain in 
the regulatory framework. 

i. Complexity and Overlapping Regulations: 
The regulatory landscape is complex, with a 
multitude of laws and regulations at the central, 
state, and local levels. This often leads to 
overlapping jurisdictions, inconsistencies, and a 
lack of clarity, creating confusion and 
increasing compliance costs for investors, 
particularly foreign investors who may not be 
familiar with the intricacies of the Indian 
regulatory system. 

ii. Bureaucratic Delays: The process of 
obtaining approvals and clearances for real 
estate projects can be lengthy and time-
consuming, involving numerous government 
agencies and departments. This can lead to 
significant delays, project cost overruns, and 
increased uncertainty for investors, 
discouraging them from undertaking large-
scale or time-sensitive projects. 

iii. Lack of Transparency: Opaque and 
discretionary decision-making by regulatory 

https://ijlr.iledu.in/
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authorities can create opportunities for 
corruption and rent-seeking. A lack of 
transparency in areas such as land allocation, 
environmental clearances, and building permits 
can undermine investor confidence and deter 
legitimate foreign investment. 

iv. Land Acquisition Issues: Land acquisition 
remains a major challenge for real estate 
development in India. The process is often 
complex and contentious, involving issues such 
as inadequate land records, disputes over 
ownership, and difficulties in obtaining consent 
from landowners. The Right to Fair 
Compensation and Transparency in Land 
Acquisition, Rehabilitation and Resettlement Act, 
2013, while intended to protect the rights of 
landowners, has also been criticized for making 
land acquisition more difficult and time-
consuming. 

II. TRENDS & PATTERNS of FDI INFLOWS IN INDIAN 
REAL  

This chapter shifts the focus to a quantitative 
analysis of Foreign Direct Investment (FDI) 
inflows into India's real estate sector. It 
examines the historical trends, fluctuations, and 
key patterns in FDI, providing a data-driven 
perspective on the flow of foreign capital into 
this market. The analysis covers overall FDI 
trends in India to provide context, followed by a 
detailed examination of sector-specific inflows, 
major source countries, and the primary 
destinations of this investment within the real 
estate sector. Finally, the chapter discusses the 
key economic and policy factors that have 
influenced these trends. The data presented 
here is gathered from the Department for 
Promotion of Industry and Internal Trade (DPIIT) 
and the Reserve Bank of India (RBI). 

1. Introduction 

This chapter focuses on analyzing the 
quantitative trends and patterns of Foreign 
Direct Investment (FDI) inflows into the Indian 
real estate sector. It aims to provide a data-
driven overview of how foreign capital has 
flowed into this sector over a specific period, 

identifying key trends, fluctuations, and 
dominant patterns. This analysis is crucial for 
understanding the dynamics of foreign 
investment in the sector and its implications for 
the Indian economy.  

This chapter shifts the focus to a quantitative 
analysis of Foreign Direct Investment (FDI) 
inflows into India's real estate sector. It 
examines the historical trends, fluctuations, and 
key patterns in FDI, providing a data-driven 
perspective on the flow of foreign capital into 
this market. The analysis covers overall FDI 
trends in India to provide context, followed by a 
detailed examination of sector-specific inflows, 
major source countries, and the primary 
destinations of this investment within the Indian 
real estate sector. Finally, the chapter discusses 
the key economic and policy factors that have 
influenced these trends. The data presented 
here is gathered from the Department for 
Promotion of Industry and Internal Trade (DPIIT) 
and the Reserve Bank of India (RBI).1005 

The dissertation from a qualitative examination 
of the regulatory landscape and the broad 
impacts of FDI to a more quantitative analysis, 
centered on the trends and patterns of FDI 
inflows into the Indian real estate sector. While 
the previous chapters have established the 
policy context and the multifaceted nature of 
FDI's influence, this chapter seeks to provide a 
detailed empirical picture of how foreign capital 
has entered the sector over time. A rigorous 
understanding of these investment flows is 
crucial for several reasons. 

 First, it allows for an assessment of the 
effectiveness of the policy reforms 
discussed in Chapter 3. By analyzing the 
trends in FDI inflows following major 
regulatory changes, it is possible to gauge 
the extent to which these reforms have 
succeeded in attracting foreign investment. 
For instance, did the liberalization of FDI 
norms in 2005 lead to a significant and 

                                                           
1005 Deepak Kumar Adhana & Neelam Gulati, An Analysis of Foreign Direct 
Investment Inflows in India, Int'l J. Res. Eng'g App. & Mgmt., Apr. 2019, at 122, 
https://www.researchgate.net/publication/342163014_An_Analysis_of_For
eign_Direct_Investment_Inflows_in_India. 
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sustained increase in investment in the 
years that followed? Examining the data on 
FDI inflows before and after such policy 
shifts can provide valuable evidence of their 
impact. 

 Second, understanding the patterns of FDI 
inflows can reveal the key drivers of foreign 
investment in the sector. By examining the 
relationship between investment flows and 
macroeconomic variables, policy changes, 
and other relevant factors, we can gain 
insights into what makes the Indian real 
estate sector attractive to foreign investors. 
For example, is FDI primarily driven by India's 
high GDP growth, its large and growing 
urban population, or specific policy 
incentives offered by the government? A 
thorough quantitative analysis can help to 
disentangle the relative importance of these 
different factors. 

 Third, analyzing the sectoral and 
geographical distribution of FDI inflows can 
help to identify the areas within the real 
estate sector that are most favored by 
foreign investors. This information can be 
valuable for policymakers seeking to target 
investment promotion efforts and for 
investors looking to identify promising 
investment opportunities. For instance, is FDI 
concentrated in the commercial real estate 
segment in major metropolitan areas, or is it 
more evenly distributed across different 
segments and regions? Understanding 
these patterns can inform strategies for 
attracting and channeling investment to 
maximize its developmental impact. 

 Finally, a quantitative analysis of FDI inflows 
provides a baseline for evaluating the 
impact of FDI on the Indian real estate 
sector, which will be the focus of Chapter 5. 
By establishing the magnitude and direction 
of investment flows, this chapter lays the 
groundwork for understanding the 
economic, social, and technological effects 
of FDI. It allows us to move beyond 
anecdotal evidence and to assess the 

actual contribution of foreign capital to the 
growth and transformation of the sector. For 
example, we can examine whether higher 
FDI inflows are associated with increased 
construction activity, higher property prices, 
or the development of new types of real 
estate projects. 

To provide a more detailed and comprehensive 
understanding, this chapter will delve into the 
following aspects of FDI inflows: 

 Historical Trends in Overall FDI: The chapter 
will begin by examining the overall trends in 
FDI inflows into India over the past two 
decades. This will provide the broader 
economic context within which FDI in the 
real estate sector has evolved. 

 Sector-Specific Inflows: A key focus will be 
on analyzing FDI inflows into the different 
segments of the real estate sector, such as 
residential housing, commercial real estate, 
and infrastructure projects. This will reveal 
which segments have been most attractive 
to foreign investors and how investment 
patterns have varied across different 
sectors. 

 Major Source Countries: The chapter will 
identify the primary countries from which FDI 
in the Indian real estate sector originates. 
This analysis will shed light on the global 
investment dynamics and the factors that 
motivate investors from specific countries to 
invest in Indian real estate. 

 Destination of Investments: An examination 
of the geographical distribution of FDI within 
India will be undertaken. This will help to 
understand which states and cities have 
been the major recipients of foreign 
investment in real estate and the reasons 
for this concentration or dispersion. 

 Impact of Policy Changes: The chapter will 
also analyze the impact of key policy 
changes on FDI inflows into the real estate 
sector. This will involve examining how 
specific regulatory reforms have affected 

https://ijlr.iledu.in/
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the volume and composition of foreign 
investment. 

By answering these questions, this chapter aims 
to provide a comprehensive and data-driven 
overview of the dynamics of foreign investment 
in the Indian real estate sector. 

2. Overall FDI Inflows in India 

India has emerged as a significant destination 
for FDI in recent decades, driven by its large and 
growing economy, expanding middle class, and 
ongoing economic liberalization efforts. 
According to the DPIIT, total FDI inflows into India 
have increased substantially since the early 
2000s, reflecting the country's growing 
attractiveness as an investment destination. 
While FDI flows have been directed into various 
sectors, including manufacturing, services, and 
telecommunications, the real estate sector has 
also attracted a notable share, reflecting its 
growth potential and importance to the Indian 
economy. The growth of FDI in India can be 
attributed to factors such as the removal of 
investment barriers, the simplification of 
regulatory procedures, and the government's 
proactive efforts to promote investment.1006 

3. Sector-Specific FDI Inflows 

FDI inflows into the Indian real estate sector 
have exhibited specific trends and patterns, 
influenced by a combination of 
macroeconomic factors, policy changes, and 
global economic cycles. Data from sources 
such as the Department for Promotion of 
Industry and Internal Trade (DPIIT) and the 
Reserve Bank of India (RBI) indicate 
considerable fluctuations in investment 
volumes over the years. For instance, the period 
following the 2008 global financial crisis saw a 
decline in FDI inflows into the sector, as investors 
became more risk-averse and global capital 
flows contracted. However, subsequent years 
witnessed a recovery, with inflows rebounding 
as the Indian economy regained momentum 
and the government implemented further 
                                                           
1006 Vision IAS, Foreign Direct Investment (FDI), Vision IAS (Jan. 22, 2025), 
https://visionias.in/current-affairs/monthly-magazine/2025-01-
22/economics-(macroeconomics)/foreign-direct-investment-fdi-2. 

policy reforms. It is important to analyze the 
major trends, peaks, and troughs in these 
inflows, identifying the specific periods that 
experienced significant growth or decline in 
FDI.1007 

i. Trends in Residential Segment 

The residential segment has historically been a 
major recipient of FDI, driven by the country's 
rapid urbanization, increasing housing demand, 
and the growth of affordable housing projects. 
India's urban population has been growing at a 
rapid pace, leading to a surge in demand for 
housing, particularly in metropolitan areas. This 
demand has been further fueled by rising 
income levels and changing lifestyles, making 
the residential segment an attractive 
investment destination for foreign investors. 
Government initiatives, such as the "Housing for 
All" program, have also played a significant role 
in promoting investment in this segment, 
particularly in the affordable housing sector. 
Foreign investors are increasingly interested in 
large-scale residential projects, including 
integrated townships and apartment 
complexes that offer modern amenities and 
cater to the needs of urban dwellers.1008 

ii. Investments in Commercial Real Estate 

Commercial real estate, including office spaces, 
shopping malls, and business centers, has also 
attracted substantial foreign investment, driven 
by the expansion of the services sector, the 
growth of multinational corporations, and rising 
demand for Grade A office spaces. India's 
services sector has emerged as a major 
contributor to its economic growth, leading to 
increased demand for office spaces, 
particularly in key cities like Mumbai, Delhi-NCR, 
and Bangalore. The influx of multinational 
corporations, attracted by India's large talent 
pool and growing economy, has further fueled 
the demand for high-quality office spaces. This 

                                                           
1007 Civilsdaily, FDI in Indian Economy, Civilsdaily (July 9, 2024), 
https://www.civilsdaily.com/story/fdi-in-indian-economy/. 
1008 Brickwork Ratings, Residential Real Estate Sector in India – July 2024, 
Brickwork Ratings (July 2024), 
https://www.brickworkratings.com/Research/Residential%20Real%20Estate
%20sector%20in%20India-Jul2024.pdf. 
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has created attractive opportunities for foreign 
investors seeking stable rental income and 
long-term capital appreciation. The growth of 
e-commerce and organized retail has also led 
to increased investment in shopping malls and 
retail spaces, although this segment has faced 
some challenges in recent years due to the rise 
of online shopping. 

iii. FDI in Real Estate Infrastructure Projects 

FDI has played a crucial role in the development 
of real estate infrastructure projects, such as 
integrated townships, special economic zones, 
and urban infrastructure, contributing to the 
growth of organized real estate development. 
Integrated townships, which combine 
residential, commercial, and social 
infrastructure in a single development, have 
become increasingly popular in India, offering a 
self-contained and modern living experience. 
These projects require large-scale investments 
and have attracted the interest of foreign 
developers and investors. Special economic 
zones (SEZs), which offer fiscal incentives and a 
favorable regulatory environment, have also 
attracted FDI in real estate, particularly in the 
development of industrial parks and 
commercial facilities. Furthermore, foreign 
investment has contributed to the development 
of urban infrastructure, such as roads, utilities, 
and transportation networks, which are 
essential for supporting the growth of the real 
estate sector. 

4. Source Countries of FDI 

A significant aspect of understanding FDI 
inflows is identifying the primary countries that 
invest in India's real estate sector. Certain 
countries have consistently been major sources 
of FDI, driven by factors such as strong 
economic ties, favorable investment climates, 
and strategic partnerships. For instance, 
countries with large institutional investors, such 
as pension funds and sovereign wealth funds, 
have shown a growing interest in Indian real 
estate due to its long-term growth potential. 
Analyzing the source countries provides insights 
into the global investment dynamics and the 

factors that make India an attractive 
destination for specific foreign investors. 

5. Destination of FDI 

In addition to analyzing the overall inflows, it is 
crucial to examine the specific segments within 
the real estate sector that attract the most FDI. 
Different segments, such as residential, 
commercial, retail, and hospitality, offer varying 
risk-return profiles and growth prospects, 
influencing investment decisions. For example, 
commercial real estate may offer more stable 
rental income, while the residential segment 
may provide higher growth potential. 
Understanding the destination of FDI helps to 
identify the most attractive areas within the 
sector and the factors driving investment in 
these segments. 

6. Factors Influencing Trends 

Several key economic and policy factors have 
influenced the trends and patterns of FDI inflows 
in the Indian real estate sector. Macroeconomic 
variables, such as GDP growth, interest rates, 
and inflation, play a significant role in shaping 
investor sentiment and investment decisions. 
Strong GDP growth signals a healthy economy 
and increases the demand for real estate, 
making it an attractive investment destination. 
Stable interest rates and low inflation also 
create a favorable environment for long-term 
investments in the sector. 

Government policies, including FDI regulations, 
tax incentives, and initiatives to promote 
affordable housing and infrastructure 
development, also have a substantial impact 
on the flow of foreign capital. The liberalization 
of FDI norms has been a major driver of 
increased investment in the sector, as it has 
removed barriers and simplified procedures for 
foreign investors. Tax incentives, such as tax 
holidays and deductions, can also make real 
estate investment more attractive. Furthermore, 
government initiatives to promote affordable 
housing and develop urban infrastructure have 
created new investment opportunities for 
foreign players. 
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Global economic conditions, such as financial 
crises and economic downturns, can also 
significantly affect FDI flows into emerging 
markets like India. During periods of global 
economic uncertainty, investors tend to 
become more risk-averse and may reduce their 
exposure to emerging markets, including India. 
However, India's strong economic fundamentals 
and long-term growth prospects have helped 
to mitigate the impact of these global shocks 
and maintain a steady flow of FDI into the real 
estate sector. 

Conclusion 

The trajectory of Foreign Direct Investment (FDI) 
in India's real estate sector underscores a 
transformative journey marked by progressive 
liberalization, regulatory reforms, and evolving 
market dynamics. From the initial restrictive 
policies to the current framework that permits 
100% FDI in construction development projects 
under the automatic route, the sector has 
witnessed significant policy shifts aimed at 
attracting foreign capital. 

Key legislative interventions, notably the Real 
Estate (Regulation and Development) Act, 2016 
(RERA), and the introduction of Real Estate 
Investment Trusts (REITs), have enhanced 
transparency, accountability, and investor 
confidence. These reforms have not only 
streamlined the investment process but have 
also aligned the sector with global best 
practices. 

Empirical data indicates a consistent uptick in 
FDI inflows, particularly in commercial real 
estate and infrastructure projects. Major urban 
centers like Mumbai, Bengaluru, and Delhi-NCR 
have emerged as prime destinations, reflecting 
the sector's robust growth potential. However, 
challenges persist, including bureaucratic 
delays, land acquisition complexities, and 
infrastructural bottlenecks, which necessitate 
continuous policy refinement. 

Looking ahead, the real estate sector's ability to 
sustain and enhance FDI inflows will hinge on 
several factors: 

i. Policy Stability and Clarity: Ensuring 
consistent and transparent policies will be 
crucial in maintaining investor trust and 
facilitating long-term investments. 

ii. Infrastructure Development: Investments in 
supporting infrastructure, such as 
transportation and utilities, will enhance the 
viability of real estate projects. 

iii. Technological Integration: Embracing 
technological advancements, including 
digital land records and construction 
technologies, can improve efficiency and 
reduce project timelines. 

iv. Sustainable Practices: Incorporating 
environmentally sustainable practices will 
not only meet global standards but also 
cater to the growing demand for green 
buildings. 

In conclusion, while significant strides have 
been made in attracting FDI to India's real 
estate sector, a concerted effort involving policy 
makers, industry stakeholders, and investors is 
essential to address existing challenges and 
harness the sector's full potential. By fostering a 
conducive investment climate, India can 
position its real estate sector as a global 
investment hub, contributing substantially to 
economic growth and urban development 
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