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[bookmark: _Toc213098764]1. Introduction
1.1 Research Background 
“Foreign direct investment (FDI)” plays an instrumental role in the “world economy” with almost $2 trillion investment during the past decade with over one-half being invested in emerging economies (World Bank, 2025). External capital is instrumental for “emerging markets and developing economies (EMDEs)” for bridging their “investment gaps” for an additional 1.4% addition to GDP for addressing areas such as “climate change” and energy transition. Ofosu-Mensah Ababio et al. (2022) mentions that FDI plays a “multifaceted role” in the financial markets of emerging economies by acting as a source of “non-debt capital” that has a positive relation with financial development.    
1.2 Research Problem 
The global FDI investments in “emerging economies” have fallen by 2% since the financial crisis in the year of 2008-09 globally with “FDI-to-GDP ratios” in emerging economies declining to about 60% (World Bank, 2025).
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Figure 1: Decline in FDI investment in Emerging Economies 
(Source: World Bank, 2025)
FDI inflows in emerging economies is positively correlated to “output growth” and international trade while “trade fragmentation” and “rising tariffs” are often associated with weaker FDI investments (World Bank, 2025). For instance, the recent tariffs imposed by the “US Government” range from 10% to 25% and have significantly impacted the “emerging economies” globally.  
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Figure 2: Challenges to FDI investments in Emerging Economies
(Source: World Bank, 2025)
Brazil, a major exporter of steel, has seen a drop in their export numbers while South Africa, a major exporter of aluminium, saw a decline of its “aluminium exports” to the US and other developed countries (Andersen, 2025). These factors emerge as formidable challenges for ensuring effective inflow of FDI in the emerging economies, negatively impacting its financial markets.  
1.3 Research Rationale 
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Figure 3: FDI Prioritisation in Emerging Economies 
(Source: World Bank, 2025)
The research of Al Mustofa et al., (2025) has shown that FDI plays a negative impact (-0.31) on the developed economies globally while it positively impacts the “financial markets” of emerging economies by −0.02. Moreover, a report by “World Bank” has indicated that the EMDEs significantly lag developing economies in creating an amicable “investment climate” for investors resulting in barriers for ‘international trade’ and investments (World Bank, 2025). The rationale and significance of the proposed study is established as aimed at defining “interventional measures” that can be implemented by the governments of EMDEs to enhance the growth of their “financial markets” through FDI.   
1.4 Research Aims, Objectives and Questions
Aim 
The aim of the proposed researchis to evaluate the importance of FDI and the role that it plays in the financial markets of emerging economies 
Objectives
· To evaluate the importance of FDI and the role that it plays in the “financial markets” of the emerging economies 
· To access the positive impacts that FDI has on the “financial markets” of the “emerging economies”
· To highlight the specific challenges faced by “emerging economies” in garnering “stable FDI” from external sources for maintaining its financial markets
· To suggest effective interventional policies and strategies that companies in “emerging economies” can implement to attract FDI for maintaining its financial markets       
Questions 
Q1: What role does FDI play in maintaining stability in the financial markets of the emerging economies?
Q2: What are the multi-faceted impacts of FDI on the financial markets of emerging economies?
Q3: What are the challenges faced by emerging economies while sourcing FDI from investors into their financial markets?
Q4: What policies and strategic interventions can be implemented by companies in emerging economies for maintaining their financial markets?
1.5 Intend on exploring research objectives
The proposed study intends on the exploration of the objectives through the evaluation of secondary sources such as “peer-reviewed journal articles”, articles from news portals, government published reports and FDI “company publications”. Underlying themes in the data derived will be explored to gain critical understanding of FDI’s role in the financial markets of emerging economies.    
[bookmark: _4bcq4u6wp8in][bookmark: _Toc213098765]2. Literature Review
2.1 Scope of review and areas of focus 
The literature review discusses the role and importance of “FDI inflows” for the financial markets of only emerging economies globally and not taking developed countries into contention. The themes in the review include the ‘prominent impacts’, challenges faced along with the “interventional strategies” that can be implemented by companies in the emerging markets. The discussion is underpinned through the OLI Paradigm along with identification of a gap in the body of knowledge that effectively addresses the proposed research questions.  
2.2 Importance and Role of FDI 
“FDI plays a crucial role” in serving as a source of “private capital”, especially for economies that do not possess or have scarce capital reserves, serving as a key supporter of their economy (Nazzal et al. 2025). Conversely, FDI is instrumental in the “market expansion” of companies as a result of which investing activities can significantly accelerate market capitalisation in emerging markets (Vujanović et al. 2022). Further, “economic stimulation” is a major aspect that aids FDI investments in “emerging markets”, positively impacting the financial markets of the region. Moreover, it results in the positive development of “human capital” along with providing access to managerial and expertise skills for the emerging economies.   
2.3 Impact of FDI on the financial markets of “emerging economies”
Al-Kasasbeh et al. (2022) highlights increased capital inflows, higher liquidity of local stock markets along with enhanced “financial market development” as the positive implications of FDI in emerging economies. The continuous flow of FDI aids the central bank of an emerging economy in maintaining a healthy reserve of “foreign exchange” along with maintaining a “stable exchange rate”. Conversely, Vu et al. (2023) expresses that “profit repatriation” is a significant negative implication of FDI on “emerging economies”, in which the “expanding company” takes a substantial portion of their profits back to their country leading to less investments. Moreover, increased market volatility along with the "herding behaviour" of companies is additional negative implications of FDI on financial markets of emerging economies.      
2.4 Challenges faced by emerging economies for garnering FDI   
Musa et al. (2024) establishes “political volatility” and instability of ‘economic markets’ as major challenges surrounding the aspect of FDI investments in emerging economies. Alongside this, “regulatory complexities” and weak governance are institutional barriers that surround the aspect of FDI in emerging markets. Conversely, structural and “operational challenges” such as inadequate “digital infrastructure” along with poor skill level of the employees acts as major barriers to FDI procurements in the financial markets of emerging economies (Utouh and Kitole, 2024). Inadequate financial markets along with “high financing costs” related to maintenance of profitability in the emerging economies results in formidable barriers for emerging economies to attain FDI inflows.          
2.5 Strategic interventions for emerging economies to gain effective FDI
Remodelling investment policies and regulatory structure through initiatives like “Investment Promotion Agencies (IPAs)” can be effective arrays for investors to streamline procedures and encourage re-investments (Zreik et al. 2022). Implementing policy changes such as tax exemptions for companies and ensuring R&D commitments for building the essential infrastructure can encourage FDI investors (Musa et al. 2024). Encouraging “vocational training programs” and tailoring education interventions for the skill training of employees can be effective arrays for human development, encouraging FDI investment, human resource development and innovation.   
2.6 Theoretical Underpinning 
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Figure 4: “Eclectic Paradigm/OLI Framework"  
(Source: Influenced by Batschauer da Cruz et al. 2022)
The “OLI Framework” or “Eclectic Paradigm” is a decision-making framework that evaluates the factors enticing “multinational enterprises (MNEs)” in engaging FDI investments in the region (Batschauer da Cruz et al. 2022). The aspects of the OLI Framework include ownership, location and internalisation that enable companies in ensuring FDI investments in foreign/emerging countries. The Eclectic Paradigm serves as a foundation for accessing the region for international expansion of a company, ultimately deciding whether the decision can lead to long-term profitability (Batschauer da Cruz et al. 2022). This can be beneficial in estimating the effect that such measures can have on the “national financial markets” of emerging economies.
2.7 Conceptual Framework
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Figure 5: “Conceptual Framework” 
(Source: Self-Developed)       
2.7 Literature Gap  
The existing literature has a plethora of sources that evaluates the prospects of FDI inflows in emerging economies. Conversely, there exists a substantial gap in the “existing body of knowledge” regarding the implication of FDI specifically to the “financial markets” of “emerging economies”. The proposed study thereby aims at garnering effective “interventional measures” that can be implemented by the policymakers of emerging economies to ensure robust procurement of FDI in the emerging economies.       
[bookmark: _h7ibh45eb31h][bookmark: _Toc213098766]3. Methodology
3.1 Research Approach and Strategy
The proposed research will be “qualitative-based”, garnering information from secondary sources relating to the impact that FDI has on the “financial markets” of emerging economies. Qualitative data is effective for ensuring the flexibility of the data along with ensuring the ability to uncover “unexpected findings” to gain a holistic view of the subject matter (Taherdoost, 2021). Alongside this, interpretivism philosophy and an inductive approach will be followed to garner “essential information” and “new opinions” in relation to FDI’s impact on the “financial markets” of “emerging economies”.   
3.2 Data Collection and Sampling Strategy 
“Secondary qualitative data” will be garnered from 12 sources through the “non-probability convenience sampling" technique to evaluate the repercussions of FDI on the “financial markets of emerging economies”. The secondary sources include “peer-reviewed journal articles”, news articles, company reports and government publications. Convenience sampling is an effective array for preliminary research that aids in gaining “effective information” in a short amount of time along with being less resource-intensive (Zhang, 2024). The keyword strategy will be used through the Google and Google Scholar search engines to identify sources that are more relevant to the research objectives.    
3.3 Data Analysis   
The secondary data collected will be interpreted through the “thematic analysis” process to ascertain 4 effective themes related to the “impact of FDI” on the financial markets of emerging economies. Thematic analysis process is effective for uncovering “underlying meanings”, recurring patterns and themes that can be helpful for gaining a “nuanced outlook” of the subject matter (Braun and Clarke, 2023). The identified themes will be in alignment to the proposed research objectives resulting in substantial conclusions regarding FDI investments in emerging markets.     
3.4 Ethical Considerations 
The “ethical considerations” related to secondary studies such as plagiarism, misrepresentation of data along with not providing the necessary credit to the original author will be taken into contention in the proposed study. Information will be paraphrased to avoid “plagiarism” along with ensuring that the original messaging of the information is not changed to avoid misrepresentations. In-text citations and credits will be provided to the authors to ensure due credit to the original source of information.   
[bookmark: _4qzughpa257c][bookmark: _Toc213098767]4. Expected Findings
The proposed study aims at identifying the role that FDI plays in the “financial markets” of “emerging economies”. The expected findings of the “proposed study” can be that FDI is attracted by developed financial markets. The implication of the proposed study might “inform practice” and policy through development of incentives and the infrastructure of the emerging economy to encourage greater FDI inflows.  
[bookmark: _22a2us62s25g][bookmark: _Toc213098768]5. Limitations
The limitation of the study includes the innate time and resource constraints that can affect the “scope of the proposed study”. Further, the absence of primary data collection through a survey or interview is determined as a key limitation. The lack of primary data can affect the results due to lack of quantitative backing of claims along with the “lack of triangulation” of existing information with first-hand sources.   
[bookmark: _quc9hsdq3mc7][bookmark: _Toc213098769]6. Timeframe
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Figure 6: “Timeline for the Proposed Study”
(Source: Self-Developed) 
The proposed study is predicted to span for a period of 16 weeks indicating the cross-sectional nature of the study. Chapters such as Literature Review and conducting thematic analysis are expected to take the most amount of time.  
[bookmark: _s4pyddxdr22j][bookmark: _Toc213098770]7. Conclusion
The proposed study aims at pinpointing the importance of FDI and the role it plays in the “financial markets” of “emerging economies”. Moreover, challenges faced by emerging economies along with strategic interventions will also be evaluated in the proposed study. The outcomes of the study can inform the decision-making process of the policymakers of companies from emerging economies to formulate desirable incentives and infrastructural changes to encourage FDI inflows. The strategic interventions uncovered can be helpful in addressing real-life challenges to procurement of FDI for emerging economies. 
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