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Foreign Investment 

● Foreign investments will play a crucial role in aiding the 

government’s goal of a $5 trillion economy by the end of the 

financial year 2025-26. 

● But, in order to attract foreign investment, it is essential to 

remove all the bottlenecks for the Indian companies receiving 

this investment, and also foreign investors who are willing to bet 

on the India growth story.

● Amendment conundrum The amendment to the Indian Foreign 

Exchange Management (Non-debt Instruments) Rules, 2019 

(“FEMA NDI”) through the press note number 3 of 2020, has 

posed a significant challenge for Indian companies, especially 

start-ups and smaller enterprises seeking foreign investments. 
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● This amendment stipulates that any investments in Indian 

companies, whether direct or indirect, originating from 

entities located in countries that share land borders with India 

(“Neighbouring Countries”), or where the “beneficial owner” 

of the said Indian investment is situated in, or is a citizen of 

any of these Neighbouring Countries would necessitate prior 

government approval (“PN3 Requirement”). 



● While the aim of the amendment which was promulgated during 

the COVID-19 pandemic was salutatory — i.e., to curb 

opportunistic takeovers or acquisitions of Indian companies by 

Neighbouring Countries during difficult times created by a black 

swan event — it created vast incertitude as the term ‘beneficial 

owner’ has not been explained or defined, and other laws that 

have a definition of the term are context-specific.



What is PN3??

● On April 17, 2020, the Government of India (“Government”) issued 

Press Note No. 3 (2020 Series) (“PN3”) with an objective to limit 

‘opportunistic’ foreign direct investments (“FDI”) from countries 

sharing land border with India (“Neighbouring Countries”).

● The PN3 mandated that where an investing entity is situated in a 

country sharing land border with India or where the beneficial owner 

of an investment into India is situated in or is a citizen of any such 

country, FDI shall be permitted only with prior Government 

approval.

● Against the backdrop of the pandemic and concerns of Chinese 

consolidation of investment in Indian entities, the PN3 aims to 

protect vulnerable Indian companies from foreign takeovers.
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Buddhavanam

● Buddhavanam is a tourism project in Nagarjuna Sagar, 

Telangana created by the Telangana State Tourism Development 

Corporation.

● The project was sanctioned by the Government of India viz., 

Integrated Development of Nagarjunasagar as part of Lower 

Krishna valley Buddhist circuit with a view to attract large 

number of domestic and foreign tourists particularly from the 

South-East Asian countries.

https://en.wikipedia.org/wiki/Nagarjuna_Sagar_Dam
https://en.wikipedia.org/wiki/Telangana
https://en.wikipedia.org/wiki/Telangana_State_Tourism_Development_Corporation
https://en.wikipedia.org/wiki/Government_of_India
https://en.wikipedia.org/wiki/Krishna_River
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Nastaliq

● . Nastaliq also romanized as Nastaʿlīq or Nastaleeq, is one of the 

main calligraphic hands used to write the Perso-Arabic script

and it is used for some Indo-Iranian languages, predominantly 

Classical Persian, Kashmiri, Punjabi (Shahmukhi) and Urdu.

● It is often used also for Ottoman Turkish poetry, but rarely for 

Arabic.

● Nastaliq developed in Iran from naskh beginning in the 13th 

century and remains widely used in Iran, Afghanistan, India, 

Pakistan, and other countries for written poetry and as a form of 

art.

https://en.wikipedia.org/wiki/Romanization_of_Persian
https://en.wikipedia.org/wiki/Book_hand
https://en.wikipedia.org/wiki/Arabic_script
https://en.wikipedia.org/wiki/Indo-Iranian_languages
https://en.wikipedia.org/wiki/Persian_language#Classical_Persian
https://en.wikipedia.org/wiki/Kashmiri_language
https://en.wikipedia.org/wiki/Punjabi_dialects_and_languages
https://en.wikipedia.org/wiki/Shahmukhi
https://en.wikipedia.org/wiki/Urdu
https://en.wikipedia.org/wiki/Ottoman_Turkish
https://en.wikipedia.org/wiki/Arabic
https://en.wikipedia.org/wiki/Iran
https://en.wikipedia.org/wiki/Naskh_(script)
https://en.wikipedia.org/wiki/Iran
https://en.wikipedia.org/wiki/Afghanistan
https://en.wikipedia.org/wiki/India
https://en.wikipedia.org/wiki/Pakistan
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Wholesale price index

● .Definition: Wholesale Price Index (WPI) represents the price of goods 

at a wholesale stage i.e. goods that are sold in bulk and traded 

between organizations instead of consumers. WPI is used as a 

measure of inflation in some economies.

● Description: WPI is used as an important measure of inflation in India. 

Fiscal and monetary policy changes are greatly influenced by changes 

in WPI. In the United States, Producer Price Index (PPI) is used to 

measure inflation.

● WPI is an easy and convenient method to calculate inflation. Inflation 

rate is the difference between WPI calculated at the beginning and 

the end of a year. The percentage increase in WPI over a year gives 

the rate of inflation for that year
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All about G7

.What is the G7?

● The G7 (Group of Seven) is an organisation of the world's seven largest 

so-called "advanced" economies, which dominate global trade and the 

international financial system.

● They are Canada, France, Germany, Italy, Japan, the UK and the United 

States.

● Russia joined in 1998, creating the G8, but was excluded in 2014 for its 

takeover of Crimea.

https://www.bbc.co.uk/news/world-us-canada-52885178


● China has never been a member, despite its large economy and having 

the world's second-largest population.

● Its relatively low level of wealth per person means it is not seen as an 

advanced economy in the way the G7 members are.

● Both these nations are in the G20 group of developed and developing 

nations.

● The EU is not a member of the G7, but attends the annual summits.

● Throughout the year, G7 ministers and officials hold meetings, form 

agreements and publish joint statements on global event



. What is Italy's agenda for the 2024 summit?

● The 2024 G7 summit will be held from 13 to 15 June in Apulia, in 

Italy.

● It will be the first major international forum hosted by the Italian 

prime minister, Giorgia Meloni, since she took office in October 

2022.

● As well as the wars in Ukraine and Gaza, Italy says it wants the 

summit to focus on Africa and migration, economic security, and 

international co-operation on artificial intelligence (AI).

https://www.bbc.co.uk/news/articles/c888jmpv2pko
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. How could the G7 work with developing nations?

● Italy says "the relationship with developing nations and emerging 

economies will be central" to the G7 summit, and that it "will work to build a 

co-operation model based on mutually beneficial partnerships".

● It has invited leaders from 12 developing countries in Africa, South America 

and the Indo-Pacific region.

● Under the the Mattei Plan, Italy will give grants and loans worth 5.5bn euros 

(£4.6bn) to several African countries, to help develop their economies.

https://www.g7italy.it/en/
https://www.atlanticcouncil.org/blogs/new-atlanticist/italys-mediterranean-pivot-whats-driving-melonis-ambitious-plan-with-africa/


● . The scheme would also position Italy as an energy hub, building gas and 

hydrogen pipelines between Africa and Europe.

● In December 2023, Italy pulled out of the Belt and Road Initiative - a scheme to 

expand China's ports and transport routes worldwide to boost trade.

● Ms Meloni said that joining had been "a serious mistake". The US has called 

the initiative "debt-trap diplomacy" on China's part.

● It is thought that the US is keen for G7 leaders to take further action on 

economic security at the summit in Italy.

● The safety of AI was raised at the 2023 summit in Japan and resulted in the 

Hiroshima AI Process, intended to promote "safe, secure, and trustworthy AI 

worldwide".

https://www.bbc.co.uk/news/world-europe-67634959
https://www.csis.org/analysis/previewing-italian-g7-presidency
https://www.mofa.go.jp/files/100573473.pdf


. Does the G7 have any power?

● The G7 cannot pass laws. However, some of its past decisions have had 

global effects.

● For example, the G7 played a crucial role in setting up a global fund to 

fight malaria and Aids in 2002.

● Ahead of the 2021 G7 summit in the UK, the group's finance ministers 

agreed to make multinational companies pay more tax.

https://www.theglobalfund.org/en/
https://www.bbc.co.uk/news/world-57368247


PN3 Requirement

The amendment to the Indian Foreign Exchange Management (Non-debt 

Instruments) Rules, 2019 (“FEMA NDI”) through the press note number 3 of 2020, 

has posed a significant challenge for Indian companies, especially start-ups and 

smaller enterprises seeking foreign investments. 

This amendment stipulates that any investments in Indian companies, whether 

direct or indirect, originating from entities located in countries that share land 

borders with India (“Neighbouring Countries”), or where the “beneficial owner” of 

the said Indian investment is situated in, or is a citizen of any of these 

Neighbouring Countries would necessitate prior government approval (“PN3 

Requirement”). 



While the aim of the amendment which was promulgated during the COVID-19 

pandemic was salutatory — i.e., to curb opportunistic takeovers or acquisitions of 

Indian companies by Neighbouring Countries during difficult times created by a 

black swan event — it created vast incertitude as the term ‘beneficial owner’ has 

not been explained or defined, and other laws that have a definition of the term 

are context-specific.



When the PN3 requirement was first introduced, the industry in general was comfortable taking a 
lenient view, relying on the beneficial ownership thresholds that were legislated in other laws. 

But since the latter half of 2023, the Reserve Bank of India (RBI) has begun taking a more 
conservative view concerning issues on which the law was silent, especially under FEMA NDI. 

For example, last year, numerous Foreign Owned or Controlled Companies (“FOCCs”) began 
receiving notices from the RBI regarding their downstream investments. 

The industry has since taken the view that FOCCs will be placed under the same restrictions as 
non-residents on the aspects on which the law is silent. However, when this notion was challenged 
by the RBI recently, investors began to question other industry practices on which the FEMA NDI 
was silent.



Steps needed

There is a pressing need to amend the PN3 Requirement to de•ne “bene•cial 

owners” comprehensively, including ownership thresholds and control 

tests. Second, defining ‘Beneficial Owners’. 

The definition of ‘beneficial owner’ should specify a precise threshold for 

ascertaining beneficial ownership, potentially ranging from 10% (as 

provided under the Indian company law) to 25% (as recommended by the 

Financial Action Task Force).



Third, consultation mechanism. 

Even with the clarification of control-conferring rights in the definition, some 

ambiguity may persist due to the skilful drafting of peculiar clauses in the charter 

documents. 

To mitigate this issue, FEMA NDI, akin to Indian competition law, could be 

amended to incorporate a time-bound consultation mechanism with regulatory 

authorities, to determine whether specific clauses are control-conferring.



● It is a mechanism that was constituted to support Centre-State and Inter-State coordination and cooperation in India.

● Article 263: The Inter-State Council was established under Article 263 of the Constitution, which states that the President 

may constitute such a body if a need is felt for it.

● Objective: The Council is basically meant to serve as a forum for discussions among various governments.

● Sarkaria Commission: In 1988, the Commission suggested the Council should exist as a permanent body, and in 1990 it 

came into existence through a Presidential Order.



Functions:

● To investigate and discuss subjects in which the states or the centre have a common 

interest.

● To make recommendations upon any such subject for the better coordination of policy and 

action on it, and

● To deliberate upon such other matters of general interest to the states as may be referred 

to it by the chairman.

● It also facilitates consideration of all pending and emerging issues of the Centre-State and 

inter-State relations by the zonal councils and inter-State council

● It develops a sound system of monitoring the implementation of the recommendations of 

the inter-State council and zonal councils.



● The Prime Minister is the chairman of the Council.

● Members include the:

○ Chief ministers of all the states

○ Chief ministers of union territories having legislative assemblies

○ Administrators of union territories not having legislative assemblies

○ Governors of States under President’s rule.

○ Six Central cabinet ministers, including the home minister, are to be nominated by the Prime Minister.

○ Ten Ministers of Cabinet rank / Minister of State (independent charge) nominated by the Chairman of the Council (i.e., 

Prime Minister) are permanent invitees to the Council.
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