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Why in the News

An analysis published in The Indian Express on 6 November 2026 raised questions about
the growing overseas investment by Indian individuals and the capital flows linked to it.
Citing RBI data, the report states that under the Liberalised Remittance Scheme (LRS),
$1.73 billion was invested in foreign equity and debt during April-August 2026, compared

with $823 million in the same period last year.

Keep the dates and figures distinct: 6 November is the publication day of this analysis;

the investment figures are for April-August. The expectation that investment will cross $4
billion in the full financial year 2026-27 is the report's estimate, not the outcome of a
completed year. The original monthly RBI table has not been independently recompiled in
this article; the figures are given with an explicit citation of the news report. This is not any

new LRS limit increase of 6 November.
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What is LRS

The Liberalised Remittance Scheme provides a framework for resident individuals to
send money abroad for permitted current and capital account transactions. According to
the RBI's available Master Direction, the general limit is $250,000 per person per
financial year. The financial year runs from April to March. This is the combined limit for

all permitted purposes, not a separate amount of this size for each purpose.

The scheme is for resident individuals, which include minors; for a minor there is a

condition relating to a guardian's declaration. Companies, partnership firms, HUFs and
trusts do not come under this individual scheme. Permitted purposes and FEMA rules
continue to apply; the limit does not mean that every kind of transaction is automatically

permitted.

Difference Between Investment and Total Remittances

Investment in foreign equity/debt: creating a financial asset abroad, whose
value and return can change.

Current account purposes: permitted payments such as travel, studies, medical

treatment and maintenance of relatives. Do not treat these as equal to the figure for

foreign share investment.

Outward direct investment by companies: a subject with separate rules for
companies. It cannot be added to individuals' LRS investment to make a figure of a
single category.

Therefore the report's figure of $1.73 billion is not total LRS payments but the stated figure
for the equity and debt portion within it. While reading a figure, note the differences of
period, individual/company, gross/net and investment/expenditure.

Why Overseas Investment May Rise

Diversification: an investor may want to reduce dependence on a single country, region
or currency. Access to certain industries and assets abroad can be its attraction.

Relative returns: the expectations of domestic and foreign markets, interest rates and
currency movements can influence investment. But past returns do not guarantee future
gains.

Risk: losses are possible from a fall in foreign markets, an adverse movement in the
exchange rate, fees, taxes and a different regulatory system. A gain in dollars and a gain in
rupees are not the same. This article is an economic study, not advice to invest in any

product or share.
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Impact on the Economy and the Rupee

Outward investment can increase the demand for foreign currency. But it would be wrong
to explain the rupee's movement through LRS alone. Imports and exports, oil prices,
foreign investment, companies' external payments, interest differentials and the global
perception of risk also work together.

The challenge for economic policy is the balance between individuals' legitimate global
participation and external stability. The benefit of liberalisation can be better

opportunities; on the other hand, monitoring of weak disclosure, illegal money flows and
sudden large outflows is necessary. Calling every outward investment capital flight
without evidence is also not appropriate.

Significance for the Examination

In GS-III, connect the balance of payments, foreign exchange management and financial
liberalisation. For the Prelims, LRS's resident-individual eligibility, the annual combined

limit and the difference from companies' outward investment are important. In case of a
conflict, the applicable notification/Master Direction should be given priority over the RBI's

FAQs.

Mains Practice Question

Growing overseas investment by individuals can be both an opportunity for

financial diversification and a challenge for external stability. Discuss in the
context of India. (150 words, 10 marks)

Answer Outline

Introduction: Explain the concept of LRS and outward investment.

Main Body: Write about diversification, global opportunities, currency/market risks,
foreign currency demand and the relationship with other capital flows. Among measures,

include transparent data, investor education, appropriate disclosure and compliance with
rules.

Conclusion: Suggest a balance between legitimate global participation and stability.
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Prelims Practice Questions

Question 1. Which of the following statements about LRS is correct?

(a) It is only for companies.

(b) The general limit is a separate $250,000 for each permitted purpose.

(c) It is a framework for permitted current and capital account transactions of resident
individuals.

(d) FEMA rules do not apply to any transaction under this scheme.

Answer and Explanation
Answer: (c) LRS is for resident individuals. The general annual limit is the combined limit

for permitted purposes; rules and prohibitions continue to apply.

Question 2. While forming an estimate for the full financial year from
the April-August investment figures, what is correct?

(a) The estimate should be written as the final actual figure.

(b) The period and the status of the estimate should be made clear.

(c) Investment by companies and individuals should be treated as one category without
distinction.

(d) All outward payments are foreign share investment.

Answer and Explanation
Answer: (b) The actual amount for the part-year and the estimate for the full year are

different. Comparison should be made only with the category and period kept the same.
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