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Abstract - The Indian financial services sector has witnessed

a profound transformation over the last decade, driven largely
by the emergence and rapid expansion of startups leveraging
digital technologies. From mobile payments and peer-to-peer
lending to digital insurance and wealth management platforms,
financial technology (FinTech) startups have reshaped how
financial services are produced, delivered, and consumed in
India. This research paper examines the performance of Indian
startups operating in the financial services sector using
secondary data sources such as industry reports, regulatory
publications, company disclosures, and academic literature.
The study analyses growth trends, financial performance
indicators, funding patterns, innovation outcomes, and market
penetration levels of selected FinTech startups. It also explores
the role of regulatory support, digital infrastructure, and
consumer adoption in shaping startup performance. The
findings reveal that Indian financial services startups have
demonstrated strong growth and innovation capabilities,
though challenges such as profitability, regulatory compliance,
and market competition continue to influence long-term
sustainability. The study contributes to the existing literature by
offering a comprehensive sector-level assessment of startup
performance in India’s evolving financial ecosystem.

Keywords: Indian startups, Financial Services, FinTech,
Secondary data Analysis, Startup Performance

Introduction

1.1 Background of the Study

In the early years of India’s liberalized economy, financial
services were dominated by traditional banks, insurance
companies, and non-banking financial institutions operating
through physical branches and paperwork-heavy processes. For
decades, financial inclusion remained an elusive goal,
constrained by geography, infrastructure, and procedural
rigidity. However, the last ten to fifteen years have marked a
dramatic shift in this narrative.

The rise of startups in the financial services sector has
coincided with India’s rapid digitization. Affordable
smartphones, expanding internet access, and government-
backed digital initiatives have created fertile ground for
innovation. Startups entered spaces long considered exclusive

domains of large financial institutions and reimagined them
through technology, speed, and customer-centric design.

What distinguishes financial services startups from their
counterparts in other sectors is the critical role they play in
economic development. Payments, credit, insurance, and
investments are not merely commercial activities; they are
mechanisms that shape livelihoods, entrepreneurship, and
social mobility. Thus, analyzing the performance of startups in
this sector is not just a business inquiry but a socio-economic
one.

1.2 Indian Financial Services Startup Ecosystem

India today hosts one of the largest startup ecosystems globally,
with financial services emerging as one of the most vibrant
segments. FinTech startups have flourished across diverse
verticals such as digital payments, lending platforms, personal
finance management, insurtech, and wealth-tech. Their
performance is often measured not only by revenue growth but
also by user adoption, transaction volumes, and technological
innovation.

The Indian ecosystem is uniquely positioned due to the
presence of public digital infrastructure such as the Unified
Payments Interface (UPI), Aadhaar-based identification, and
open banking frameworks. Regulatory institutions like Reserve
Bank of India and National Payments Corporation of India have
played pivotal roles in enabling and supervising this growth.

1.3 Statement of the Problem

Despite impressive growth and widespread adoption, the long-
term performance and sustainability of Indian financial services
startups remain subjects of debate. While several startups have
achieved unicorn status and massive user bases, many continue
to struggle with profitability, regulatory pressures, and intense
competition. Existing studies often focus on individual firms or
specific sub-segments, leaving a gap in comprehensive sector-
level performance analysis.

This study addresses this gap by examining the overall
performance of Indian startups in the financial services sector
using secondary data, focusing on growth trends, funding,
innovation, and operational outcomes.

1.4 Objectives of the Study

© 2026, JOIREM  |www.joirem.com| Page 1

ISSN (0) 3107-6696



SN
‘ Y
& \
2\ 3V
.

‘-{
L

j\/

IR

L&

/

)

1=
Y
e
\ Z
s
\

Journal Publication of International Research for Engineering and Management (JOIREM)

Volume: 04 Issue: 02 | Feb-2026
ISSN (0) 3107-6696

The primary objectives of this research are:

e To analyze the growth trajectory of Indian startups in
the financial services sector

To evaluate their financial and
performance using secondary data

operational

To examine funding patterns and investor interest in
FinTech startups

To assess the role of regulation and digital
infrastructure in shaping startup performance

e Toidentify key challenges and prospects for the sector

1.5 Scope of the Study

The study is confined to Indian startups operating within the
financial services domain. It relies exclusively on secondary
data sources such as industry reports, regulatory publications,
company websites, and research articles. The analysis focuses
on the period from approximately 2015 to 2024, a phase
marked by rapid FinTech expansion in India.

Review Of Literature

PwC (2023) PwC’s study on Indian FinTech startups found that
performance varies across segments such as payments, lending,
and insurance technology. The report concluded that while
revenue growth and funding inflows are strong, many startups
struggle to achieve profitability. The study suggested that
future performance will depend on sustainable business models
and regulatory alignment.

Reserve Bank of India (2021) RBI publications emphasized the
role of regulation in balancing innovation and financial
stability. The reports noted that regulatory sandboxes and
digital payment frameworks have positively influenced the
performance of financial services startups. At the same time,
RBI highlighted risks related to cybersecurity and governance
that could impact startup performance.

KPMG (2022) According to the KPMG FinTech report, Indian
financial services startups have shown consistent growth in
funding, valuations, and customer base. The report stated that
regulatory initiatives and digital payment systems have
significantly enhanced startup performance. However, it also
pointed out challenges such as intense competition and
regulatory compliance costs affecting long-term sustainability.

Gupta and Xia (2019) Gupta and Xia studied FinTech adoption
in developing economies and found that startups play a major
role in improving financial inclusion. Their research showed

that startups offering digital payments and lending services
achieved strong user growth, even when profitability was low.
This study highlights the importance of user adoption and
market penetration as key performance measures.

Thakor (2020) Thakor examined the impact of FinTech on
financial intermediation and performance. The study concluded
that FinTech startups outperform traditional institutions in
customer reach and operational efficiency but face challenges
related to profitability and risk management. The research
supports the view that startup performance should be measured
using both financial and non-financial indicators.

Arner, Barberis, and Buckley (2017) This study focused on the
evolution of FinTech in emerging economies. The authors
argued that FinTech startups perform better in countries with
strong digital infrastructure and supportive regulation. The
research emphasized that public digital systems enable startups
to scale rapidly, which is highly applicable to the Indian
financial services startup ecosystem.

Lee and Shin (2018) Lee and Shin analyzed the FinTech
ecosystem and identified key components such as startups,
technology developers, regulators, and financial institutions.
The study revealed that collaboration between startups and
traditional banks significantly improves startup performance.
Their findings are relevant to India, where regulatory support
and partnerships play a crucial role in the success of financial
services startups.

Gomber et al. (2018) Gomber et al. examined the global growth
of FinTech firms and highlighted how technology-driven
startups are transforming traditional financial services. The
study found that digital platforms improve efficiency, reduce
transaction costs, and enhance customer experience. Their
research suggests that startup performance in financial services
is closely linked to innovation capability and technological
adoption rather than short-term profitability.

2.1 Concept of Startup Performance

Startup performance is a multidimensional concept
encompassing financial indicators such as revenue growth and
profitability, as well as non-financial metrics like customer
acquisition, innovation, scalability, and market impact.
Scholars argue that in technology-driven sectors, early-stage
performance is often reflected more in user growth and market
penetration than in immediate profits.

2.2 FinTech Growth in Emerging Economies

Several studies highlight that emerging economies provide
unique opportunities for FinTech startups due to unmet
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financial needs and lower legacy infrastructure constraints.
Research on India emphasizes how digital payment platforms
and alternative lending models have filled gaps left by
traditional financial institutions.

2.3 Indian FinTech Ecosystem

Existing literature notes that India’s FinTech ecosystem
benefits  from regulation, public digital
infrastructure, and a large unbanked population. Studies
focusing on companies such as Paytm and PhonePe emphasize
how scale and transaction volumes often precede profitability
in determining startup success.

supportive

2.4 Research Gap

While prior research provides insights into specific FinTech
segments, a comprehensive performance analysis of Indian
financial services startups using secondary data remains
limited. This study attempts to bridge this gap by synthesizing
data across multiple dimensions.

2.5 Conceptual Framework of the Study

The conceptual framework explains the relationship between
the key factors influencing the performance of Indian startups
in the financial services sector. Startup performance is treated
as the dependent variable, while factors such as digital
infrastructure, funding availability, regulatory support, and
technological innovation are considered independent variables.

The availability of strong digital infrastructure, including
internet connectivity, mobile usage, and public digital
platforms, enables financial services startups to scale
operations efficiently. Adequate funding and investor support
allow startups to invest in technology, customer acquisition,
and product development. Regulatory support from institutions
such as the Reserve Bank of India plays a crucial role in
maintaining financial stability while encouraging innovation.
Technological innovation enhances service delivery, risk
management, and customer experience. The combined effect of
these factors determines the overall performance of startups in
terms of growth, market penetration, and sustainability.

Research Methodology

3.1 Research Design

The study employs a descriptive-analytical research design
based on secondary data analysis. This approach enables an
objective assessment of sector-wide performance trends
without the limitations of primary data collection.

3.2 Sources of Data
Secondary data has been collected from:

e Annual reports of FinTech startups
e Industry reports published by consulting firms

e Publications from regulatory bodies such as the
Reserve Bank of India

e Academic journals and research papers
e News articles and financial databases
3.3 Analytical Framework

The performance of Indian financial services startups is
evaluated using indicators such as:

e Revenue and valuation growth
e Funding inflows and investor participation
e User base expansion and transaction volumes
e Innovation and product diversification
3.4 Performance Indicators Used in the Study

The performance of Indian financial services startups in this
study is evaluated using the following indicators based on
secondary data:

e Revenue Growth — Measures the increase in income
generated by startups over time.

e  Funding and Investment Inflows — Indicates investor
confidence and financial strength.

e User Base Expansion — Reflects customer adoption
and market acceptance.

e  Transaction Volume and Value — Shows the scale of
operations, especially in digital payments.

e Innovation and Product Diversification — Assesses the
ability of startups to introduce new services and adapt
to market needs.

e  Market Penetration — Examines the extent to which
startups reach underserved and unbanked populations.

These indicators provide a comprehensive view of both
financial and operational performance.

3.5 Limitations of the Study

The study relies solely on publicly available secondary data,
which may not capture firm-specific operational challenges or
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confidential financial details. Additionally, performance
metrics vary across startups, limiting direct comparability.

Overview Of Indian Financial Services Startups

4.1 Evolution of FinTech Startups in India

The Indian FinTech journey began modestly with digital
wallets and online payment gateways. Over time, startups
expanded into lending, insurance aggregation, robo-advisory,
and neobanking services. Each phase of evolution reflected
changing consumer behavior and regulatory openness.

4.2 Major Segments in Financial Services Startups

e Digital Payments: Wallets, UPI-based apps, and
merchant payment solutions

e Lending Platforms: Peer-to-peer lending, digital
NBFCs, BNPL models

e InsurTech: Online insurance distribution and claims
management

e  WealthTech: Investment platforms, robo-advisors,
and trading apps

4.3 Role of Technology and Innovation

Technology lies at the heart of startup performance. Artificial
intelligence, big data analytics, and cloud computing enable
startups to assess credit risk, personalize offerings, and scale
rapidly with lower costs.

Performance Analysis of Indian Financial Services

Startups

5.1 Growth Trends

Secondary data indicates exponential growth in transaction
volumes and user adoption among Indian FinTech startups.
UPI-based platforms, in particular, have recorded consistent
year-on-year increases, reflecting strong consumer acceptance.

5.2 Trend Analysis of Indian Financial Services Startups

Secondary data reveals a consistent upward trend in the growth
of Indian financial services startups between 2015 and 2024.
The number of startups, transaction volumes, and user adoption
rates have increased significantly during this period. Digital
payment platforms, in particular, have experienced rapid
growth due to increased smartphone penetration and the
widespread adoption of UPI. Funding inflows also show an
overall positive trend, indicating strong investor confidence in

the sector. However, growth rates vary across different
segments such as payments, lending, insurance technology, and
wealth management.

5.3 Financial Performance

While revenue growth has been significant, profitability
remains uneven. Many startups prioritize scale over short-term
profits, reinvesting revenues into technology and customer
acquisition. This strategy has resulted in high valuations but
delayed breakeven points.

5.4 Funding and Investment Patterns

Indian financial services startups have attracted substantial
venture capital and private equity funding. Global investors
view India as a high-growth market, driven by demographic
advantages and digital adoption.

5.5 Market Penetration and Inclusion

Startups have played a crucial role in expanding financial
access to underserved populations. Digital lending and micro-
insurance platforms have reached customers previously
excluded from formal financial systems.

Regulatory Environment and Challenges

6.1 Role of Regulation

Regulatory oversight by the Reserve Bank of India ensures
financial stability while encouraging innovation. Sandbox
initiatives and progressive policies have allowed startups to
experiment within controlled environments.

6.2 Key Challenges

Despite growth, startups face challenges such as regulatory
compliance costs, cybersecurity risks, intense competition, and
customer trust issues. Sustainability depends on balancing
innovation with prudent risk management.

Future Prospects and Implications

7.1 Emerging Trends

The future of Indian financial services startups lies in
embedded finance, open banking, and deeper integration with
traditional financial institutions. Collaboration rather than
competition is expected to define the next phase.

7.2 Implications for Policymakers and Investors
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Policymakers must continue fostering innovation while
ensuring consumer protection. Investors, meanwhile, may
increasingly focus on profitability and governance rather than
growth alone.

7.3 Policy Implications

The findings of the study have important implications for
policymakers. Regulatory authorities should continue to
promote innovation while ensuring consumer protection and
financial stability. Strengthening digital infrastructure,
simplifying compliance procedures for startups, and supporting
regulatory startup
performance. Policies aimed at improving cybersecurity and

sandbox initiatives can enhance
data protection are also essential to build customer trust and
ensure sustainable growth in the financial services startup

ecosystem.
Conclusion

The performance of Indian startups in the financial services
sector reflects a dynamic interplay of innovation, regulation,
and market demand. Secondary data analysis reveals a sector
characterized by rapid growth, technological sophistication,
and expanding financial inclusion. While challenges persist, the
overall trajectory remains positive, positioning Indian FinTech
startups as key drivers of economic transformation. Sustained
performance will depend on strategic adaptation, regulatory
alignment, and a gradual shift toward sustainable profitability.
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