S

. | acr 7104 s
(A o Imp o o & Iodexed | E- ISSN -2347-856X
S~q=2  Peer Reviewed & Indexed Journa ISSN -2348-0653

www.iibarr.com
FINTECH ECOSYSTEM IN INDIA-AN EXPANDING HORIZONS

Dr.T.Hymavathi Kumari
Associate Professor, 1AM B-School,Visakhapatnam.

The Indian FinTech ecosystem has become a powerful worldwide force and is one of the biggest
FinTech markets in the world. Incredible growth in consumer and SME digital credit access, one of the
greatest digital payments ecosystems in terms of value and volume, and thehigh level of participation
of retail investors in the stock market are all signs that Indian FinTech companies are headed in the
right direction.

Fintech is a fascinating field to observe, and it is truly broadening its frontiers. Over the past ten years,
the industry has grown rapidly due to advancements in technology, innovation, andshifting consumer
preferences.

We may anticipate that sustainable, profitable growth will become a key area of focus as the fintech
industry develops further. The necessity for fintech companies to adjust to a more difficult fundraising
climate and stricter regulatory standards is what is causing this change. FinTech's revolutionary role in
promoting inclusion, bolstering sustainable growth, and influencing the direction of finance is
becoming more widely acknowledged.

In the past, banks and other financial institutions were the main source of financial products like
payments, deposits, insurance, and loans. However, technological developments have made it possible
for non-financial organizations to provide financial services, which are generally referred to as FinTech
innovations. By providing underprivileged populations with access to crucial financial services, this
change has reduced gaps in inclusion (World Bank, 2023). Mobile money is widely acknowledged as a
useful instrument for reducing significant social and economic inequalities by extending financial
access outside of traditional banking (Della Peruta, 2018; Senyo and Osabutey, 2020).

Innovation and technical advancements have propelled the fintech industry from the periphery to the
forefront of financial services within the last ten years. The banking industry's strong expansion,
digitization's quick speed, shifting consumer preferences, and the growing backing of regulators and
investors have all contributed to the explosive rise. With their creative, unique, and customer-focused
value propositions, cooperative business structures, and cross-skilled and agile teams, fintech
companies have significantly transformed some sectors of financial services during the past ten years.
Fintech in India is generating value through the four E's. Enablement, efficiency, expansion, and
expansion. Top 10 FINTECH Companies in India are PHONEPAY, PAYTM, BILLDESK, CAPITAL
FLOAT, MSWIPE, MOBIKWIK, LENDINGCART,RAZORPAY ,NEOGROWTH, CLEARTAX.

As of July 2023, publicly traded fintech’s represented a market capitalization of $550 billion,a
two-times increase versus 2019.
1. Positive Demographics
In 2020, 55% of India's working population, or 68% of the country's population, is between the
ages of 20 and 59. By 2025, this percentage is expected to rise to 56% of the entire population.
The demand and expansion of the Indian FinTech sector will be fueled by the country's
projected 140 million middle-class and 21 million high-income households by 2030.
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2. Initiatives for Financial Inclusion
Programs for financial inclusion including PMJDY, DAY-NRLM, Direct Benefit Transfer, and

Atal Pension Yojana, among others, have sped up the digital revolution and expanded access to
digital financial services for more people, particularly in rural areas. One of the
Fintech markets with the quickest rate of growth in the globe is India. In 2022, the Indian
FinTech market was valued at $584 billion, and by 2025, it is projected to reach over

$1.5 trillion.

3rd largest fintech ecosystem globally

Over 3000 fintech startups are registered by DPIIT in India

India accounted for 46% of all real-time transactions worldwide in 2022Key

Growth Areas

oW

Market size:The Indian fintech market is expected to reach around $2.1 trillion by 2030.
CAGR:Estimated CAGR for the Indian fintech market is around 18%.

Dominant sectors:Digital payments and lending are the most prominent segments within the
Indian fintechindustry.

UPI adoption:India's Unified Payments Interface (UPI) has seen tremendous growth, with daily
transactions potentially reaching 1 billion by 2025.

Funding landscape:India ranks high in terms of global fintech funding, with a significant portion of
investmentdirected towards Indian fintech startups.

Important factors contributing to India's fintech growth:

Digital infrastructure:The "India Stack™ - a set of APIs enabling easy integration of digital

services - plays acrucial role.
High smartphone penetration:India has a large population with access to smartphones, facilitating

digital paymentsadoption.
Tech-savvy population:A young and tech-literate population readily adopts new fintech solutions
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Source: Statista Market Insights
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Challenges of Indian Fintech Industry
-Data Security and Privacy Risks: With the increasing use of digital payments and online financial
services, there is a growing concern about data security and privacy risks.

1. Regulatory Challenges: The fintech sector in India is subject to various regulatory
requirements, which can be challenging for startups and new entrants.

2. The core drivers of innovation-the bigger challenge lies in managing operational costs,
compliance burdens and most crucially, achieving profitability.

3. Financial Inclusion: Despite the growth of fintech, there is still a significant portion of the
population that lacks access to formal financial services.

4. Competition: The Indian fintech market is highly competitive, with numerous players operating
in the space.

Opportunities

1. Digital Payments: India has seen a significant growth in digital payments, driven by the
government's push for a cashless economy.

2. Financial Inclusion: Fintech companies have the opportunity to provide financial services tothe
underserved and unbanked population.

3. Innovation: The Indian fintech sector is witnessing a lot of innovation, with companies
leveraging technologies like artificial intelligence, blockchain, and the Internet of Things (1oT).

4. Partnerships and Collaborations: There is a growing trend of partnerships and collaborations
between fintech companies, banks, and other financial institutions.

5. Overall, the Indian fintech sector has tremendous potential for growth and innovation, but it
also needs to address the challenges and risks associated with it.
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