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1. Macroeconomic overview  

India, China and Southeast Asia expected to grow faster than global GDP   

As per IMF’s latest forecasts in January 2022, World GDP is expected to grow at 5.9% and 4.4% in 

2021 and 2022 after falling 3.1% in 2020, on the back of following drivers: 

1. Weak base: GDP contracted 3.1% in 2020, providing a statistical push to growth this fiscal 

2. Global upturns: Lifting to travel restrictions and easing down of lockdowns should uplift 

exports in the medium to long term 

3. Covid-19 curve: An active vaccination rollout and, at the same time, learning to live with the 

virus should broaden growth, especially in the services and unorganised sectors 

4. Fiscal push: Fiscal measures implemented by economies around the world and focus on capex 

are expected to have a multiplier effect on growth. 

Trend and Outlook - World Real GDP growth (% on-year) 

 

 

Note: E: Estimates; P: Projected  

Source: World economic Outlook update January 2022 by IMF CRISIL Research 
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Real GDP growth trend for selected economies 

 

 

 

Note: E: Advance estimates; P: Projected  

Source: World economic Outlook update January 2022 and October 2021 by IMF, CSO, MOSPI, CRISIL 

Research 

Note: For India, Data and forecasts are presented on fiscal year basis, CY20/FY21 

 

While recovery in global economies is visible, the current war between Russia and Ukraine poses a 

significant downside risk to global growth.  

 

Key downside risks to the global outlook  

1. The war between Russia and Ukraine could dent the incipient global recovery and result in a 

further spike in oil and commodity prices, thereby exacerbating already existing inflationary 

pressures    

2. Supply demand mismatch on account of the ongoing pandemic has resulted in increased 

inflation rates across key economies. Further rise in inflation could lead to extended price 

pressures.    

3. Emergence of new covid variants 
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4. Vaccine access and spread: While vaccination programs across the globe are underway, 

lower than expected rate of vaccination remains a key monitorable 

 

 

 

 

 

1.2 India’s economic overview  

India’s GDP growth is expected to rebound to 9.2% in fiscal 22 from a decline of 6.6% in fiscal 21 due 

to the impact of COVID-19. We believe India is one of the world’s largest and fastest growing 

economies, with a large middle class population, increasing disposable income and a rapidly growing 

online consumer segment. 

India is getting back on its feet slowly, with divergent growth trends. Though data suggests there has 

been some pick-up in recent months, recovery is weak and uneven. And indeed, the scars of the 

pandemic continue to run deep for small businesses, the urban poor and most of the services sector. 

Fiscal 2022 is also seen emerging as a story of two halves. The first half has been characterized by a 

base effect-driven recovery with over 1.6 billion Covid-19 vaccine doses administered till 20th January 

2022. Real GDP rose to Rs 35.7 lakh crore in the second quarter of this fiscal from Rs 32.4 lakh crore 

in the first quarter and Rs 32.9 lakh crore in the second quarter of the previous fiscal. However, we 

note that even as the economy rebounds, it has barely crossed the level it was at two years back (i.e., 

Rs 35.6 lakh crore in the second quarter of fiscal 2020 But the second half should see a more broad-

based growth, as vaccine rollout and herd immunity support sectors that are lagging. The gains made 

by the economy in the fourth quarter of fiscal 2021 seem to have fizzled out in the first quarter of fiscal 

2022 because of the fierce second wave of Covid-19, leading to localised lockdowns in most states. 

At the same time, monetary policy has begun normalising, and some tightness in domestic financial 

conditions is inevitable. Against this backdrop, policy support remains critical, apart from action in the 

external environment.  

India’s real GDP is expected to grow at a CAGR of 6.5-7.5% CAGR between fiscal 2021 and fiscal 

2026. Fewer supply disruptions and a fuller resumption of activity in the coming fiscal backed by 

government capex should support growth. That, in turn, should help improve consumption demand 

and crowd in private investment. 

Macroeconomic outlook for Fiscal 2023 

Macro variables FY22P FY23P Rationale for outlook 

GDP (y-o-y) 9.2*% 7.8% 

Lower growth next fiscal would be mainly due to this fiscal’s high base Growth 

will continue to be supported by investments (largely government, but also 

private in some pockets, and driven by PLI scheme to an extent). 

Consumption will revive only gradually. 

Consumer price 

index (CPI) inflation 

(y-o-y) 

5.5% 5.2% 

Inflation is expected to remain elevated – above the midpoint of the RBIs 

target of 2-6% for the third year in a row. Firms are expected to pass on cost 

pressures to a greater extent as domestic demand strengthens next fiscal. 
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While higher crude oil price will add pressure, it will be partially offset by lower 

excise duties on petroleum products relative to last year. 

10-year Government 

security yield  

(fiscal-end) 

6.8% 7.0^% 

Increase in gross market borrowing by the Government, rate hikes by the 

RBI and the Fed, and surging crude oil price will impose pressure on yields 

next fiscal  

CAD (Current 

account 

balance)/GDP (%) 

-1.4% -1.8% 

The current account balance is expected to slip further into deficit as trade 

deficit widens, with imports increasing as Brent crude oil prices rise and 

domestic demand improves. External demand may not support exports next 

fiscal to the extent seen it happened this fiscal, as global growth is seen 

slowing 

Rs/$ (March 

average) 
75.0 76.0 

The Fed’s tapering of its assets purchases and raising its policy rate are 

expected to impose downward pressure on the rupee as demand for the 

dollar increases. Further, widening of the current account deficit will add to 

the depreciation pressure on the rupee 

 

Note: *NSO estimate, ^ with upside risk, P – Projected 

Source: Reserve Bank of India (RBI), National Statistics Office (NSO), CRISIL Research 

 

Trend on sector-wise share in total GVA  

India’s GVA, at constant prices, increased at 6.4% CAGR over fiscals 2012-20 to Rs 132.7 trillion. 

Over the long term, sectoral contribution has also evolved, with India moving from being an 

agricultural to a services-led economy. 

Industry, which clocked 5.2% CAGR in the period, maintained its share in the GVA, while the Pay 

Commission revisions at the central and state levels helped supporting demand across segments 

such as automobiles and fast moving consumer goods (FMCG). Good monsoons over the past three 

years have also propped up rural demand. 

Broader service sectors (trade, hotels, transport, communication and services related to broadcasting; 

financial, real estate and professional services; and public administration, defence and other services) 

grew at a healthier 7-8% CAGR, increasing their share in the GVA. 

 

GVA Trend in India  
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Source: MoSPI, CRISIL Research 

 

 

 

 

 

 

 

Sector wise share of GVA in India  

 

 

Note: RE: Revised estimates; 
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Source: MoSPI, CRISIL Research 

Share of hotels and restaurants in GVA increased a tad from 1.1% in FY13 to 

1.2% in FY20 

The contribution of hotels and restaurants at constant prices increased at 7.7% CAGR over fiscals 

2013-2020, compared with 6.5% CAGR of total GVA over the same period. This translates into a 

slight increase in the share of hotels and restaurants in GVA from 1.1% in fiscal 2013 to 1.2% in fiscal 

2020. 

GVA of hotels and restaurants was driven by rising disposable incomes, growing middle class, and 

evolving lifestyle of the Indian population with an inclination towards higher discretionary spending on 

services such as hotels and restaurants. 

Share of hotels and restaurants in GVA (at constant prices) 

 FY13 FY14 FY15 FY16 FY17 FY18 FY19 
FY20 CAGR 

(%) 

GVA of hotels & 

restaurants (Rs 

trillion) 

0.9 0.98 1.0 1.1 1.2 1.3 1.4 1.56 7.7 

Total GVA (Rs 

trillion) 

85.5 90.6 97.1 104.9 113.2 120.3 127.4 132.7 6.5 

Share of hotels & 

restaurants in GVA 

(%) 

1.1 1.0 1.0 1.1 1.1 1.1 1.1 1.2 - 

Note: The values have been rounded off to the nearest decimal. 

Source: National Accounts Statistics 2021, MoSPI, CRISIL Research 

Share of transport in GVA 

The contribution of transport (air, railways, road, water, and services incidental to transport) at 

constant prices increased at 5.9% CAGR over fiscals 2013-2020, with air transport growing the 

fastest at 11.8% CAGR. 

The share of transport in GVA slipped to 4.8% in fiscal 2020 from ~5% in fiscal 2013, exhibiting 

slightly lower growth than that of total GVA during the period. GVA of transport was driven by the 

government’s focus on transportation infrastructure, resulting in improved connectivity, healthy 

income growth and consequent affordability across different means of transport. 

Share of transport in GVA (at constant prices) 

 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 
CAGR 

(%) 

GVA of transport (Rs 
trillion) 

4.3 4.6 4.9 5.2 5.5 5.8 6.2 6.4 5.9 

GVA of railways (Rs 
billion) 

0.69 0.74 0.81 0.85 0.82 0.88 0.91 0.94 4.6 

GVA of road transport 
(Rs billion) 

2.82 3.00 3.21 3.43 3.62 3.96 4.17 4.31 6.3 
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GVA of water 
transport (Rs billion) 

0.07 0.07 0.08 0.08 0.09 0.12 0.13 0.13 9.1 

GVA of air transport 
(Rs billion) 

0.04 0.05 0.05 0.06 0.07 0.08 0.09 0.09 11.8 

GVA of services 
incidental to transport 
(Rs billion) 

0.66 0.70 0.76 0.81 0.87 0.84 0.89 0.91 4.6 

Total GVA (Rs trillion) 85.5 90.6 97.1 104.9 113.2 120.3 127.4 132.7 6.5 

Share of transport in 
GVA (%) 

5.0 5.0 5.0 5.0 4.8 4.9 4.9 4.8 - 

Note: The values have been rounded off to the nearest decimal. 

Source: National Accounts Statistics 2021, MoSPI, CRISIL Research 

 

Share of Financial Service in GVA remained range bound between 6-6.5% 

between FY13 to FY20 

 

 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 

GVA of Financial Service 
(Rs trillion) 5.3 5.8 6.3 6.7 7.0 7.3 7.6 7.9 

Total GVA (Rs trillion) 85.5 90.6 97.1 104.9 113.2 120.3 127.4 132.7 

Share of Financial 
Service in GVA (%) 6.2% 6.4% 6.5% 6.4% 6.1% 6.1% 6.0% 6.0% 

Note: The values have been rounded off to the nearest decimal. 

Source: National Accounts Statistics 2021, MoSPI, CRISIL Research 

 

Key macro trends 

Review of population growth and urbanization  

By 2030, India’s population is projected to touch 1.5 billion 

India’s population clocked a ~1.6% CAGR from 2001 to 2011 to ~1.2 billion and comprised nearly 246 

million households, as per Census 2011.  

According to the ‘World Urbanization Prospects: The 2018 Revision’ by the United Nations, India and 

China, the top two countries in terms of population, accounted for nearly 37% of the world’s 

population in 2015. The report projects India’s population to increase at 1% CAGR to 1.5 billion by 

2030, making it the world’s most populous country, surpassing China (with 1.4 billion people by 2030). 



 

12 

 

India’s population growth 

 

P: Projected  

Source: World Urbanization Prospects: The 2018 Revision, United Nations, CRISIL Research 

Favourable demographics  

As of calendar year 2020, India has one of the largest young populations in the world, with a median 

age of 28 years. CRISIL Research estimates that approximately 90% of Indians are still below the age 

of 60 in calendar year 2021 and that 63% of them are between 15 and 59 years. In comparison, in 

calendar year 2020, the United States (US), China and Brazil had 77%, 83% and 86%, respectively, of 

their population below the age of 60. 

India’s demographic dividend 

 

Note: P: Projected 

Source: United Nations Department of Economic and Social affairs1, CRISIL Research 

 

                                           

1 https://population.un.org/wpp/ 
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Rising Middle India population to propel economic growth 

Proportion of Middle India (defined as households with annual income of between Rs 0.2 to 1 million) 

has been on a rise over the last decade and is expected to grow further with continuous increase in 

the GDP and household incomes  

To illustrate, CRISIL Research estimates that there were 41 million households in India in this 

category as of fiscal 2012, and by fiscal 2030, they are projected to increase to 181 million 

households translating into a CAGR of 9% over this time period. This growth in the number of middle-

income households is expected to lead to enhanced opportunities for retail and MSME financiers as 

well as consumer goods marketers. A large number of these households, which have entered the 

Middle-Income bracket in the last few years, are likely to be from semi-urban and rural areas. The rise 

in incomes in these areas is also evident when one observes the trend in share of deposits coming 

into banks. As of March 2021, districts outside the top 200 districts, accounted for 30% of total 

deposits, up from the 25% share as of the same period in 2015.  

Consistent improvement in the literacy levels, increasing access to information and awareness, 

increase in the availability of basic necessities such as electricity, cooking gas, toilets and 

improvement in road infrastructure has led to an increase in aspirations of Middle India, which is likely 

to translate into increased opportunities for financial service providers. In fact, some of these trends 

are already visible. Smart phone ownership, internet users and the proportion of users accessing 

social media is increasing at a breakneck speed. Smaller cities and towns (with population less than 1 

million) account for a significant portion of sales of e-retailers.  

Middle India households to witness high growth over fiscal 2012 to fiscal 2030 

 

Note: E: Estimated, P: Projected 

Source: CRISIL Research 

Urbanisation likely to reach 40% by 2030 

According to ‘World Urbanization Prospects: The 2018 Revision by the United Nations’, in 2018, 

China had the largest urban population, with 837 million urban dwellers, accounting for 20% of the 

global total. China was followed by India, with 461 million urban dwellers, and the US, with 269 million 

urban dwellers. The share of India’s urban population, in relation to its total population, has been 

rising over the years and it was ~31% in 2010. This trend will continue, with the United Nations report 

projecting nearly 40% of the country’s population will live in urban areas by 2030. 
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India’s urban versus rural population  

 
P: Projected 

Source: World Urbanization Prospects: The 2018 Revision, United Nations, CRISIL Research 

 

People from rural areas move to cities for better job opportunities, education and quality of life. The 

entire family or only a few individuals (generally an earning member or students) may migrate, while 

the rest of the family continues to live in the native, rural house. 

Review of private final consumption growth 

Private final consumption expenditure to maintain dominant share in GDP 

Private final consumption expenditure (PFCE) at constant prices clocked 6.7% CAGR between fiscals 

2012 and 2020, maintaining its dominant share in the GDP pie, at ~57% or Rs 82.6 trillion. Factors 

contributing to this growth included good monsoons, wage revisions due to the implementation of the 

Pay Commission’s recommendations, benign interest rates, and low inflation. PFCE declined in fiscal 

2021 on account of the pandemic, where consumption demand was impacted on account of strict 

lockdown, employment loss, limited disposable spending and disruption in demand-supply dynamics. 

PFCE (at constant prices) 
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RE: Revised Estimated 

Source: First revised estimates of national income 2020-21, CSO, MoSPI, CRISIL Research 

 

Per Capita Net National Income (NNI) grew at 5% CAGR between fiscal 2012 to 
fiscal 2020 

Per Capita Net National Income (constant prices) 

 

RE: Revised Estimated 

Source: First revised estimates of national income 2020-21, CSO, MoSPI, CRISIL Research 

 

1.3 Consumption and Internet trends in India  

Internet subscription trend in India 

Growth of 7-9% CAGR in internet subscribers expected over fiscals 2020-2025 

The internet subscriber base reached 252 million in fiscal 2014, translating to an annual growth of 

35% between fiscals 2012 and 2014, led mainly by rolling out of networks using third generation (3G) 

and broadband wireless access (BWA) spectrum, which was started in fiscal 2012. Between fiscals 

2014 and 2018, the subscriber base expanded ~18% annually, driven by the launch of fourth 

generation (4G) services, which increased accessibility and was significantly cheaper. Falling prices 

of smartphones also aided growth.  

Note: *A wireless internet subscriber makes use of infrared or radio frequency signals to share information and 

resources between devices and a wireline internet subscriber uses physical cables to transfer data between 

different devices and computer systems. 

 

 

Trend and outlook in the number of internet users in India  

CRISIL Research expects the growth in broadband subscriber base to continue to replace 

narrowband subscribers. Within broadband, we expect the number of subscribers accessing internet 

through wireless modes to be significantly higher than those accessing through wired, although the 

latter would also see a jump in subscriber growth in the near term due to the pandemic-induced 

needs. Growing demand for wireless services is largely due to the rising penetration of smartphones, 
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lower data tariffs, better service coverage, and ease of access. Of the total ~825 million internet 

subscribers (in Fiscal 2021), ~799 million are wireless subscribers and the balance wired. 

Also, in the medium to long term, wireless 4G and 5G subscriber additions will drive internet 

subscriber growth as companies try to hasten the upgradation of 2G/3G users to 4G or higher 

network. Therefore, CRISIL Research expects internet subscriber base to log 7-9% compound annual 

growth rate over fiscals 2021-2025. This will swell internet subscriber base in India to ~1,070-1,100 

million by fiscal 2025.  

Wireline broadband will comprise the bulk of the wired internet subscriber base because of the  

Internet subscriber growth over fiscals 2020-2025 

 

Note: P: Projected 

Source: TRAI, CRISIL Research 

 

Trend in mobile phone usage 

Low rural teledensity to drive mobile subscriber growth  

The wireless subscriber base in India stood at ~1,181 million in March 2021, rising by ~24 million in 

the fiscal year, of which urban areas added 7 million, while rural added  ~17 million. The subscriber 

base remained flat at ~1181 million in quarter ending June'21 despite the second wave of pandemic 

owing to lesser impact on economic activities. A Majority of the subscriber base increase in fiscal 21, 

was driven by rural areas, where the teledensity improved from 58.5% to ~60% driven by increased 

usage of phones due to online classes and work from home.  
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In the long term, we expect the number of wireless subscribers to touch ~1,205-1,210 million by fiscal 
2025, mainly driven by rural areas, given their low teledensity of 60%. The launch of 5G services, 
expected in fiscal 2023, will be a key monitorable. 

 

Mobile phone (wireless) subscriber base in India 

 

Note: P: Projected 

Source: TRAI, CRISIL Research 

 

As per ITU, internet penetration in India lower than that of BRIC nations in 2019  

Global internet penetration, as reported by International Telecommunication Union (ITU - a United 

Nations specialised agency for information and communication technologies) was 51% in 2019. ITU 

defines internet penetration as individuals using the internet per 100 inhabitants. Globally, ~72% of 

households in urban areas had access to the internet at home in 2019, almost twice as much as in 

rural areas (nearly 37%). The urban-rural gap was small in developed countries, but in developing 

countries urban access to the internet was 2.3 times as high as rural access. In Africa, only 28% of 

households in urban areas had access to the internet at home, but that was still 4.5 times as high as 

the percentage in rural areas, which was 6.3%. In other regions of the world, household internet 

access in urban areas was between 70% and 88%, while access in rural areas ranged 37-78%. At the 

end of 2019, just over half of the world population was using the internet, but this proportion was over 

69% among youth (aged 15-24 years).  

As per a TRAI report, the country’s internet subscriber base is 825 million as of March 2021. Despite 

the large base, India lags peer countries in internet penetration. According to the latest ITU database 

(2019), internet penetration in India was 41%, lower than that of the other BRIC nations -- Brazil 

(74%), Russian Federation (83%) and China (65%). Also, developed countries such as Japan, 

Germany, the UK and the US recorded significantly higher internet penetration at 93%, 88%, 93% and 

89%, respectively, during the said period. The untapped market presents a significant opportunity for 

growth in internet penetration and usage in India.  
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Internet penetration (2019): Global data 

  
Note: The values have been rounded off to the nearest decimal.  

Source: International Telecommunication Union (ITU) statistics, CRISIL Research 

India’s internet penetration likely to reach ~75% by fiscal 2025 led by 4G, FTTH 

services 

India has witnessed a significant surge in internet users over the past few years with internet 

penetration as a percentage of total population crossing 60% in fiscal 2021 compared with less than 

20-25% in fiscal 2015. CRISIL Research expects the total number of internet subscribers in the 

country to reach 1,000 million by fiscal 2025, resulting in ~75% internet penetration. By 2025, we 

expect complete transition of 2G and 3G data services to 4G. This can be attributed to increased 

demand for data, competitive pricing of 4G services and availability of affordable handsets. 

Consequently, narrowband is expected to decline as better speed is available to users at lower price 

points. 

Trend of internet penetration in India 

 

Note: P: projected 

Source: TRAI, CRISIL Research Estimates 
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2. Overview of software products industry in India  

The Indian information technology (IT) industry can be categorised into four major segments: software 

products and engineering services, IT services, IT-enabled services (ITeS) and hardware. The 

industry derives majority of its revenues from exports with IT services and ITeS being dominant 

segments.   

Over fiscals 2016 to 2021, the industry is estimated to have grown at a ~5-7% CAGR to reach 190-

195 $ Billion in fiscal 2021, driven by export volume, primarily to the US. Economies around the world 

are expected to show positive growth in 2022 with world GDP expected to grow 4.4%, as per 

IMF. Clients, especially in manufacturing, retail and logistics that took hit in 2020 and 2021, are 

expected to improve their spends in the current fiscal and revive deferred projects. Increased focus on 

automation to reduce repetitive tasks and improve supply chain should also aid recovery in the 

sectors. Digital momentum to continue with a strong demand in areas such as cloud led front to back 

digitization, customer experience, data analytics, work place transformation, omni-channel & supply 

chain automation, remote plant operation and 5G network based modernization. 

 

Within the Information Technology industry in India, Software products industry has witnessed an 

accelerated growth over the last decade. The software products industry grew from an estimated 1.4-

1.5$ Billion in fiscal 08 to 8.5-9.5$ Billion in fiscal 20 witnessing an estimated annual growth of 16-18%. 

Growth in the early years was driven by increased demand from both domestic services as well as 

exports.   

Software products industry in India expected to grow by 20-25% CAGR between fiscal 20-25; 

increased demand from exports to fuel growth 

 

Trend and Outlook of Software Products Industry in India  

 

Source: CRISIL Research  

E: Estimated, P: Projected  
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Increased spending towards digitisation by enterprises to drive growth for software products industry in 

India 

 

Key drivers for growth of software products industry: 

 

The Ministry of Electronics and Information Technology has come up with National Policy on 

Software Products – 2019, which has been approved by the Union Cabinet on February 28, 2019 

to develop India as a Software Product Nation. 

 

To achieve the vision of NPSP-2019, the Policy has the following five Missions: 

 To promote the creation of a sustainable Indian software product industry, driven by intellectual 

property (IP), leading to a ten-fold increase in India share of the Global Software product market 

by 2025. 

 To nurture 10,000 technology startups in software product industry, including 1000 such 

technology startups in Tier-II and Tier-III towns & cities and generating direct and in-direct 

employment for 3.5 million people by 2025. 

 To create a talent pool for software product industry through (i) up-skilling of 1,000,000 IT 

professionals, (ii) motivating 100,000 school and college students and (iii) generating 10,000 

specialized professionals that can provide leadership. 

 To build a cluster-based innovation driven ecosystem by developing 20 sectoral and 

strategically located software product development clusters having integrated ICT 

infrastructure, marketing, incubation, R&D/testbeds and mentoring support. 

 In order to evolve and monitor scheme & programmes for the implementation of this policy, 

National Software Products Mission will be set up with participation from Government, 

Academia and Industry 
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Setting up of Indian Software Product Registry (ISPR) 

Indian Software Product Registry has been created to promote Software Product Business ecosystem. 

This registry would be a single window portal for collation of Indian Software Product Industry database 

and will act as a common pool of Indian Software Products thereby providing a trusted trade 

environment in various emerging software products. This will also bring the visibility at national and 

international level to all the scattered efforts going on in the country in the development of software 

products onto a single platform.  

 

The registry will serve the following purpose: 

 Indian Software product registry acts as a common pool of Indian Software Products thereby 

providing a trusted trade environment; 

 Serving as a gateway to the Indian Software Product Company (ISPC) with exposures to 

millions of global players; 

 Core Identity base for the ISPC’s to be a part of Government e-Marketplace (GeM); 

 Facilitation of Indian Software Product Industry for providing fiscal incentives, if any, at a later 

stage; 

 Database for the Indian Software Product Companies, products developed in India with any 

analytics around what kind of domains, sectors, geo-regions are currently serves; 

 List Products Industry-wise, Technology-wise, intended audience (B2B, B2C, B2G), product 

stage etc. Updates on latest news/events 
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Overview of global SaaS (Software as a Service) Industry  

Global SaaS Industry grew by an estimated 30-32% CAGR between 2015-20 led by new product 

development, emerging business models, and government initiatives. Highest share driven by Americas 

region and by BFSI industry. Adoption of data driven analytics and data security solutions further 

supported growth of global SaaS solutions. Digital transformation initiatives amid the covid-19 pandemic 

by enterprises further accelerated demand for SaaS services.  

 

Global SaaS Industry trend 

 

Source: CRISIL Research  

 

Review of SaaS industry in India 

Growing at 25-30% CAGR between FY18 to FY20, India’s SaaS revenue reached $3.3-3.5 billion as of 

FY2020, with over 70% estimated from global sales. Within the overall SaaS industry in India, pureplay 

SaaS services accounted for 2.3 to 2.5 $ Billion in FY20. Majority of SaaS revenues were driven by 

exports at an estimated 70-75% in FY20. 
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Note: Pure play companies refer to Indian SaaS companies. Others include global SaaS players selling SaaS 

products in India and Indian service providers developing and selling SaaS Products 

Source: CRISIL Research 

 

BFSI had the highest SaaS spend among key industries in Fiscal20         

While BFSI continued to hold the highest share among key industries for SaaS spending, rising adoption 

of E-learning in education, tele-medicine healthcare and digital adoption in travel and hospitality 

supported growth of SaaS solutions. 

 

Pureplay SaaS industry in India expected to grow by 40-45% CAGR by Fiscal 2025 

 

Note: Images not to scale.  

Source: CRISIL Research 
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Review and outlook of ITeS industry in India 

 

The Indian IT enabled services (ITeS) market is estimated at $37 billion in fiscal 2020 with 

approximately 90% share driven by exports while the rest 10% was accounted by domestic market. The 

Indian ITeS market is estimated to have declined marginally by 1-3% in fiscal 2021 over the previous 

year  

Over the medium term, the ITeS industry is estimated to grow at 5-7% CAGR between fiscals 2020 to 

2025. Increase in digitization is expected to aid steady increase in revenues up to fiscal 2025, in both 

exports and domestic segments, as companies shift towards non-voice and multi-channel customer 

relationship management, along with continued traction in knowledge services (mainly analytics) 

segment. 

 

Domestic spends to rebound in fiscal 2022; digital initiatives and BFSI to drive growth 

In fiscal 2022, spends are expected to be rebound with verticals like travel and retail expected to be 

revive their deferred spends. The customer relationship management (CRM) segment (~81% of 

revenues) witnessing recovery in volumes due to healthcare and government spends. 

 

CRISIL Research projects the domestic revenue of information technology-enabled services (ITeS) 

companies to grow at a compounded annual growth rate (CAGR) of 3-5% between fiscals 2020 to 2025, 

driven by an increase of volumes due to digitization, to reach ~Rs 360-380 billion by fiscal 2025. 

Sectoral volumes are expected to be driven by the banking, financial services and insurance (BFSI) 

and government segments.  
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Source: CRISIL Research 

 

The domestic market has been dominated by CRM services, which accounted for 81% of domestic 

ITeS revenue in fiscal 2020. Knowledge services, however, has been the fastest growing vertical with 

its domestic revenue share improving from 6% in fiscal 2013 to 7% in fiscal 2021, propelled by analytics. 

In the near future, too, we do not expect shares to change significantly as sufficient volumes are 

available across sectors such as BFSI, travel, government and retail for CRM to retain its share. 

 

Export revenues of the Indian ITeS industry 

 

Source: CRISIL Research 
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Over the medium term, the ITeS exports industry from India is estimated to grow at 5-7% CAGR 

between fiscals 2021 to 2025 to reach ~$40-45 billion by fiscal 2025.  

Key growth drivers of ITeS exports growth: 

1. Moving up the value chain by providing analytics services and augmenting transaction business 

with automation and AI  

2. Integration of IT and BPO services to create higher value  

3. Long standing relationships with clients and understanding of their business needs 

Key challenges / risk factors for ITeS:  

1. Competition from Philippines and near shore destinations in the voice space  

2. Political uncertainties like anti-outsourcing sentiments in USA and Brexit uncertainty can result 

in lower spending by clients  

Risks faced by companies in the overall Information Technology industry  

With an increasing number of organisations adopting the global delivery model, they are confronted 

with new challenges and risks. Organisations work in diverse environments with varied cultures, laws 

and regulations. This not only requires organisations to be adept at people skills, but also calls for an 

increased awareness of legal and regulatory regimes in the host country, besides the ability to foresee 

and manage various risks. 

Types of risks faced by companies 

Billing rate risk 

Billing rate risk refers to the possibility of re-negotioations from clients, thereby impacting revenue. This 

risk could emanate from concentration in: 

 Verticals: Verticals refer to various industries from which a firm derives its revenue. For a firm 
focused on a limited number of verticals, a downturn in any of those verticals, or structural 
changes that the industry goes through, may affect its revenue. The US mortgage sub-prime 
crisis is an example that impacted players specialising in the banking and financial services 
industry. To counter this risk, it is imperative for a firm to closely monitor the sectors it 
operates in and ensure diversity in verticals as sources of revenue. 

 Service offerings: Changes in the service mix can impact a company's overall performance. 

Traditionally, Indian firms have focused on providing application development and 
maintenance services. Commoditisation of these service lines could affect billing rates and 
revenue. To mitigate this risk, firms need to ensure that they operate in a variety of service 
lines. Besides, they also need to ensure that they gradually move to higher-end service lines, 
such as package implementation and systems integration, to command a higher price. 

 Geographies: Geographical concentration refers to the amount of revenue that comes from 
any particular region/country. If a firm derives a major portion of its revenues from a particular 
region, an economic slowdown or downturn in the region could adversely impact the firm's 
revenue. For e.g.., the slowdown in the US economy affected Indian players, because most of 
their revenue was derived from the US. To mitigate this risk, firms are actively diversifying into 
European and Asian markets. 
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 Clients: Client concentration refers to the proportion of revenue a firm derives from any of its 
clients. If a firm derives the majority of its revenue from any large client with a high repeat 
business, it could lead to predictable revenue growth and lower marketing costs. However, 
this could jeopardise a firm's ability to negotiate higher prices. The firms revenue could be 
affected by any changes in the client's IT spending, IT strategy or deterioration in its 
creditworthiness. Hence, firms strive to strike the right balance by ensuring that not more than 
10-15% of the revenue is derived from one client. 

Risks associated with financial operations 

Over the past two years, the Indian rupee has exhibited prolonged volatility against the dollar. Currency 

fluctuations put the margins of players at risk. This has been a major cause for worry to Indian players, 

as the US accounts for over 60% of the Indian IT industry's revenue. In addition, the majority of contracts 

from Europe and Asia-Pacific had been priced in dollars. 

To mitigate this risk, companies need to undertake proactive hedging strategies, such as purchasing 

foreign-exchange forward contacts to cover a portion of their receivables when the rupee appreciates, 

or selling a forward contract when it depreciates.  

Legal and regulatory risks 

 Contractual compliance: Indian firms are trying to increase revenue streams from other 
geographies. This involves entering into contracts with global vendors that have varying legal 
and regulatory environments. Firms need to ensure that they do not violate the laws 
governing contracts in geographies within which they operate. 
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3. Indian Financial Services Industry 

Consistent growth in financial services with economic growth and 
increase in adoption by consumers 

Total insurance premium to cross Rs 14 trillion by fiscal 2025 

The total insurance premium, including life and general insurance, has grown at 12% CAGR from 

fiscals 2015 to 2021. The double-digit growth in premium can be attributed to expansion in the 

distribution network, introduction of different government schemes and financial inclusion drive 

(Jan Dhan Yojana, etc.). These factors have increased awareness about the need for insurance and 

propelled industry growth. Additionally, the onset of Covid-19 pandemic has made consumers much 

more cognizant of the need to have adequate life and health insurance coverage, which is reflected 

in the enhanced popularity of term life insurance plans and retail health covers since the onset of 

the pandemic. 

CRISIL Research forecasts the total premium for insurers to grow at 14-16% CAGR over FY21 to 

FY25. Consequently, the total premium is expected to grow from Rs 8,274 billion in fiscal 2021 to 

close to Rs 14,343 billion by fiscal 2025. At this level of premium, total insurance as a proportion of 

GDP is projected to touch 4.7% by fiscal 2025, up from 4.2% in fiscal 2021. 

Projected growth in total insurance premium over next four years (Rs billion) 

 

Source: IRDAI Annual report, GIC Council reports, CRISIL Research 

Key growth drivers –  

 Continuous growth in the economy and rising income levels  

 Increasing product portfolio with innovative products 

 Favourable demographics and rapid urbanisation  

 Rise in demand from semi-urban and rural areas  

 Increasing preference towards financial savings with rising financial literacy  

 Government policies to support insurance penetration     
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Systemic credit growth to revive in fiscal 2022 and 2023 

Overall systemic credit (Systemic credit includes domestic banking credit, NBFC credit, commercial 

papers, external borrowings, corporate bonds excluding those issued by Banks and NBFC) in the 

country grew at 8.5% CAGR between fiscal 2015 and 2021. Systemic credit grew ~15% YoY in fiscal 

2019, primarily driven by corporate credit. However, in fiscal 2020, the slowdown in economic 

activity, coupled with heightened risk aversion among lenders post liquidity crisis, tightened the 

overall credit growth to ~6% on year in fiscal 2020.  

Overall systemic credit growth took a hit in first half of fiscal 2021 on account of a significant 

slowdown in retail credit and intensifying Covid-19 pandemic which triggered a national lockdown. 

The pandemic came as a jolt for an already slowing economy with a decadal low growth in GDP, 

low private consumption, cautious lending by financial institutions, poor capital expenditure (capex), 

and in turn, weakening credit growth. However, with a slew of government and regulatory measures 

announced, Indian economy started to revive in the second half of the fiscal. In fiscal 2021, credit 

grew by ~6% supported by disbursements to MSMEs under the Emergency Credit Line Guarantee 

Scheme (ECLGS) and an uptick in economic activity post the Covid lockdown. Retail credit growth 

declined significantly to ~2% YoY in fiscal 2021 as compared to ~14% YoY growth in fiscal 2020, 

mainly on account of economic slowdown amid Covid-19.  

Systemic credit growth to bounce back 2022 onwards 

 

Note: P: Projected; Systemic credit includes domestic banking credit, NBFC credit, commercial papers, external borrowings, 

corporate bonds excluding those issued by Banks and NBFC 

Source: RBI, Company Reports, CRISIL Research 

In fiscal 2022 as well, the systemic credit growth has picked up despite the second wave of Covid 

hurting economic growth in the first quarter of the fiscal as a result of the government pushing 

investments, some pick-up in private investment, and business activity also slowly humming back 

to pre-Covid levels. We estimate systemic credit growth to be around 8-10% level in fiscal 2022. In 

the fiscal 2023, we project systemic credit growth to be a tad lower than expected nominal GDP 

growth (~12% YoY growth). 
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 Pick up in economic activity after the Covid induced slowdown 

 Technological adoption by players coupled with change in consumer habits to give a fillip 

to retail credit 

 Increasing penetration in smaller cities (tier-3 cities and below) 

 Rising number of new players, especially in the retail segment  

 Rise in disposable income and rapid urbanisation   

Mutual Funds AUM to sustain double-digit pace between 2022 and 2025 

CRISIL Research expects the mutual fund industry’s quarterly average AUM (QAAUM) to grow ~23% 

on-year in fiscal 2022. In the long term, i.e. between March 2021 and March 2025, the overall 

industry’s AUM is projected to sustain a high growth trajectory of 14-16 CAGR, reaching ~Rs 56 

trillion.  

Key growth drivers -  

 Pick-up in corporate earnings following stronger economic growth 

 Higher disposable income and investable household surplus 

 Increase in aggregate household and financial savings 

 Deeper regional penetration as well as better awareness of mutual funds as an investment 

vehicle 

 Continuous improvement in ease of investing, with technological innovations and expanding 

internet footprint 

 Continuing increase in the popularity of investment vehicles such as systematic investment 

plan (SIP) used to invest regular sums in mutual funds  

 Rising number of new players entering the space 

 Perception of mutual funds as long-term wealth creators, driven in part by initiatives like 

‘Mutual Fund Sahi Hai’ campaign 

The announcement in Union Budget 2021-22 taxing contributions over Rs 250,000 per annum in 

unit-linked insurance plans, which is in-line with equity mutual funds, is also expected to partly aid 

inflows into mutual funds.  
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Note: E - Estimated, P – Projected, AUM is the average of last quarter for each fiscal 

Source: AMFI, CRISIL Research  

Wealth management industry to grow at 15-17% CAGR over fiscal 2021 and 

fiscal 2025 

Depending on the goals and constraints of clients, the wealth management industry provides 

professional investment advice, financial planning and management services to clients. The wealth 

management industry in India is still at a very nascent stage. It has huge potential to become a 

high-growth market supported by a young affluent investor base, rising wealth levels, strengthening 

regulatory environment, and an increasing share of organized players, including banks, independent 

wealth advisors, and brokers, who act as financial advisors. The thrust on customization, technology 

dependence, rising awareness, and thrust on financial assets as against physical assets is also 

creating large opportunities for the wealth management industry in India. In terms of offerings, 

family office solutions and estate planning have been seeing increasing demand in recent years.  

CRISIL Research estimates India’s wealth management industry (including only banks and broking 

companies offering such services) assets to be at around Rs 25 trillion as of fiscal 2022. We project 

the market to grow at a CAGR of 15-17% over Mar-21 to Mar-25 and touch ~Rs 39 trillion by fiscal 

2025 supported by significant under penetration compared to other developed economies, 

increasing population of affluent clients, increase shift from physical assets to financial assets and 

increasing complexity of assets amid rising competition. 

Wealth management industry to grow at 15-17% CAGR over fiscals 2021 to 2025  
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Note: E - Estimated, P – Projected 

Source: CRISIL Research estimates  

Key growth drivers - 

 Increasing population of affluent clients with rising income levels 

 Increase shift from physical assets to financial assets  

 Increase in wealth allocated towards financial products 

 Increasing complexity of products requiring advice 

 

Stock Broking industry likely to register 12-14% CAGR in the next four fiscals 

The domestic stock broking Industry registered 17.1% CAGR growth during fiscal 2016 to fiscal 2021 

aided by the staggering performance in Fiscal 2021 and a staggering increase in new client 

acquisitions by brokers as reflected in the demat account additions. The total number of demat 

account holders grew at a CAGR of 17% in between FY16 to FY21. As of October, 2021 the total 

number of demat account holders was 73.8 million which is more than double the account as of 

fiscal 2019. The growth in broking industry during fiscal 2016 to fiscal 2020 was lower at ~11% 

CAGR. 

Even though the turnover growth was significantly higher (26.7% for cash markets and 55.1% CAGR 

for equity derivatives segment) during the five year period ending Fiscal 2021, the pressure on 

pricing due to increasing penetration of discount brokers impacted revenue growth. CRISIL Research 

expects the industry to grow at 12-14% CAGR during the next four years ending fiscal 2025. 

Broking Industry to continue its robust growth driven by rising retail penetration  
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Source: CRISIL Research 

India’s Demat account holders more than double in 3 years to 73.8 million in October 2021 

 

 Source: SEBI, CRISIL Research 

Key growth drivers -  

 Increasing smartphone penetration in the country will drive growth in mobile trading 

 Penetration in Tier-2 Cities and beyond rising further with the enhanced ease of investing 

and greater awareness  

 Preference for do-it yourself models and higher risk tolerance of Millennials aiding growth 

 New type of companies and new-age business models tapping the primary markets, leading 

to expansion in market capitalisation to GDP ratio and rising investor interest.   

Insurance broking industry  

Insurance intermediaries facilitate the placement and purchase of insurance, and provide services 

to insurance companies and consumers that complement the insurance placement process. 

Insurance intermediaries can be categorized as either insurance agents or insurance brokers. The 

distinction between the two relates to the manner in which they function in the marketplace.  

An insurance agent is one duly licensed by IRDA to sell insurance policies to the public and 

provide after-sales service including assisting at the time of a claim. On the other hand, insurance 

brokers represent their customers, work for the policy holder in the insurance process and are 
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licensed to give policies from any insurance company (i.e. they are not a representative of an 

insurance company and work independently in relation to the insurers). They provide expert 

advice on the insurance policies suitable for their customers and are paid a brokerage by the 

company whose policy their customers finally choose.  

Thus as players with broad knowledge of the insurance marketplace, the intermediaries play an 

important and unique roles and increase the availability of the insurance services. 

Role of insurance brokers 

The role of insurance brokers is, essentially, one of making insurance – and other risk 

management products – widely available, thereby increasing the positive effects of insurance 

generally – risk-taking, investment, provision of basic societal needs and economic growth.  

The role of insurance brokers is not just limited to intermediation between a client and an insurer. 

In fact, they act as the representatives and advisors of their customers first, and in addition also 

provide a plethora of services to insurers against a fee. The role of an insurance broker is varied 

and it ranges from bringing innovative marketing practices to the insurance marketplace, reducing 

the search costs of insurance buyers looking for the right coverage and the right insurer, and to 

provide customers with the necessary information required to make educated purchases/ 

informed decisions. 

Source: CRISIL Research 

Insurance premium through brokers has grown at a 20% CAGR over Fiscals 2016 and 2021 

Amongst the various segments in insurance, insurance brokers are more deeply embedded in the 
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insurance in line with their needs. The share of brokers in the total premium garnered across the 

general and health insurance segments has increased from 22% in Fiscal 2016 to 28% in Fiscal 

2021. Total premium through the insurance broking channel across general, health and life 

insurance has increased from Rs 236 billion in Fiscal 2016 to Rs 594 billion in Fiscal 2021, 

registering a CAGR of 20% during this period. 

Trend in insurance premium through brokers 

 

Note: The above data is for insurance premium through brokers in life insurance, general insurance and health insurance 

Source: IRDAI, CRISIL Research 
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Along with an expanding economy, annual income of households in India is also growing. 

Proportion of middle-income households (as households with annual income of between Rs 0.2 to 

1 million) has been on a rise over the last decade as is expected to grow further.  

Growth in household incomes and, consequently, disposable incomes are critical to the overall 

growth in demand for financial services industry in India. The share of households falling in middle-

income bracket of Rs 0.2 million to Rs 1 million is estimated to have increased from 16% in fiscal 

2012 to 32% in fiscal 2022 providing potential target segment for financial service providers. Due 

to rise in income levels, the investible assets of households are also growing, and this will also lead 

to greater demand for insurance and wealth products. 

Household distribution by income  

 

Note: E: Estimated, P: Projected, The boxes on top of each bar in the chart represent the total  number of households in 
millions 

Source: CRISIL Research 

Increasing financial savings 

CRISIL Research expects India to remain a high savings economy. Household savings as a 

percentage of GDP declined over fiscals 2012-2016, falling significantly from 23.6% in fiscal 2012 to 

18.0% in fiscal 2016. Since then, the household savings as a percentage of GDP rose slightly to 

19.6% in fiscal 2020. CRISIL Research estimates the household savings rate to have increased further 

in fiscal 2021 on account of the decline in discretionary spending amid the pandemic.  

The increase in financial savings will aid investment in financial products across segments. The rising 

folios in mutual fund industry at 15.7% CAGR from Fiscal 2016 onwards further re-emphasis the 

trend. Further, the benign interest rates in the economy is likely to have led many savers to re-

calibrating their risk profiles in search of higher yield and look beyond traditional financial products 

such as Bank FDs. 

Financial savings rate stood at 11.2% for fiscal 2020 and RBI estimates for April to December 2020 

indicate that the financial savings rate increased further to 15.5% in the aftermath of the pandemic. 

Further, the savings in insurance products increased by 440 basis points from fiscal 2020 to nine 

months ended of fiscal 2021, as compared to a 720 basis points decrease in bank deposits during 

the same period.  
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Going forward, with the economic growth expected to gradually revive, CRISIL Research expects 

India’s household savings rate to also increase at a modest pace. Furthermore, given their experience 

during the pandemic, households will focus on saving more to be better prepared to tackle future 

exigencies.   

Financial Inclusion Initiatives 

The Central government launched the Pradhan Mantri Jan Dhan Yojana with an objective to widen 

financial inclusion by bringing the unbanked population into the formal banking system. Accounts 

opened under the PMJDY scheme had a cumulative deposits of Rs 1,423 billion as of March 2021. 

As the base gets larger, more sections of the society will get introduced to the concept of financial 

savings and products. This scheme along with other changes such as simplification of account 

opening through e-KYC have benefited capital market players. Over time, these new banking 

customers are also expected to utilise other financial sector activities such as investing in capital 

markets through mutual funds. Other government and regulatory initiatives aimed at widening the 

formal financial system will also aid this growth. 

Pradhan Mantri Jeevan Jyoti Bima Yojana (PMJJBY) was launched in May 2015 to create a universal 

social security system, especially for the poor and the under-privileged. PMJJBY is a one-year life 

insurance scheme that can be renewed each year, which offers a life cover of Rs 0.2 million for 

death due to any reason and is available to people in the age group of 18-50 years (life cover up 

to 55 years) at a premium of Rs 330 per annum per member. This scheme is offered/administered 

through LIC and other Indian private life insurance companies. Due to such government-focussed 

schemes and expansion in the distribution network, insurance penetration, especially in rural and 

semi-urban regions, is expected to increase. 

Favourable Demographics 

For 2021, India has one of the largest share of young population in the world, with a median age 

of 28 years. About 90% of Indians will still be below the age of 60 by calendar 2021. CRISIL Research 

estimates that 63% of India’s population will be between the age of 15 and 59. In comparison, in 

2021, the United States (US), China and Brazil had 77%, 82% and 86%, respectively, of their 

population below the age of 60.  

India’s demographic dividend 
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Note: P: projected 

Source: United Nations Department of Economic and Social affairs, CRISIL Research 

Increasing financial awareness 

Overall literacy in India is at 77.7% as per the results of recent NSSO survey conducted in 2018 

which is still below the world literacy rate of 86.5%. However, according to the National Financial 

Literacy and Inclusion Survey (NCFE-FLIS) 2019, only 27% of Indian population is financially literate 

indicating huge gap and potential for financial services industry. The survey defines financial literacy 

as combination of awareness, knowledge, skill, attitude and behaviour necessary to make sound 

financial decisions and ultimately achieve individual financial wellbeing.  

On the lending side, the retail loans outstanding credit of banks increased considerably in the urban 

& semi-urban as well as rural areas at 15.7% and 16.4% CAGR, respectively, during fiscal 2016 to 

2021. The Demat Accounts in the country have grown at 15.8% CAGR from Fiscal 2016 onwards. 

Further, the active client base on NSE grew at staggering 28.9% CAGR during the period. Moreover, 

the SEBI has directed AMCs to annually set aside at least 2 bps of their daily net assets for investor-

education initiatives such as boosting awareness about capital market investment products. 

The above data points suggest the increasing awareness and willingness of the people to participate 

in the financial services industry and capital markets. The increasing use of organised channel by 

consumers increases customer awareness and also provides opportunities for players to cross-sell 

other products. Going forward, CRISIL expects financial penetration to increase on account of 

increasing financial literacy. 

Digitisation and technology adoption 

Technology is expected to play a pivotal role in taking the financial sector to the next level by 

helping overcome the challenges stemming from India’s vast geography. Financial sector players 

are finding it commercially unviable to have dense physical footprints in smaller locations. India’s 

demographic structure, with the median age at 28 years, is also favourable for technological 

advancement in the sector. The younger population is expected to be able to use seamless 

technological platforms to meet their financial requirements. Increasing smartphone penetration 

and improved data speed are expected to support digitalisation of the sector, which will aid financial 

service providers to lower their cost and improve overall efficiency. Service providers with better 

mobile and digital platforms will be better positioned to acquire new customers entering the 

industry. 

Data on the channel used by investors to make investments and secure loans clearly indicates an 

increase in the significance of digital and online channels. Within mutual fund SIPs, for example, 

15% of the AUM as of December 2021 was under direct SIPs where the investment is predominantly 

through online channels (Source: AMFI). The online channel contributed to 1.5-2.0% of total (life, 

general and health) insurance premiums in fiscal 2021 (Source: IRDAI). Share of digital lending for 

banks is lower at 2% and for NBFCs is higher at 11% as of December 2020 (Source: RBI Report of 

the Working Group on Digital Lending including Lending through Online Platforms and Mobile 

Apps). 
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Reserve Bank of India's Digital Payments Index rose to 270.59 in March 2021, from 153.47 two years 

ago and compared with a base score of 100 in March 2018 when the central bank started compiling 

the data As of September 2021, the index further rose to 304.06. The rise in digital payment index 

indicates the increasing trend of customers using online channels for their banking needs. 

 Despite strong growth, penetration of financial services remains low in India 

indicating high potential in the industry 

While the financial services industry is growing at a strong pace in India, penetration of financial 

services remains much lower compared to other major economies in the world across all the 

segments in the industry, indicating opportunities for both service providers and distributors with 

increase in per capita incomes.  

Insurance penetration in India stands at 4.2% as per calendar year 2020 compared to the world 

average of 7.4%. In terms of the credit to GDP ratio as well, India has a low credit penetration of 

70% compared with other developing countries, such as China indicating the significant growth 

potential ahead with growth in incomes. India’s mutual fund penetration (AUM-to-GDP) is 

significantly lower at 15% compared to the world average of 63% and also lower than many 

developed economies such as the US (120%), Canada (81%), France (80%) and the UK (67%) and 

key emerging economies such as Brazil (68%) and South Africa (48%). 

Insurance penetration lower compared to most major economies - 2020 

 

Note:  Insurance penetration - Total premium as a % of country GDP  

Source: Swiss Re, sigma No 3/2021, CRISIL Research 
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Note: Credit penetration – Total credit (financing from all sources including domestic banks, other domestic financial 
corporations, non-financial corporations and non-residents) as percentage of country GDP.  

Data is represented for calendar year 2020 for all countries except India. For India, numbers are for fiscal year 2020 

Source: Bank of International Settlements, CRISIL Research 

Mutual funds penetration in India is also the lowest among major economies 

 

Note: Mutual funds penetration – MF AUM as % of country GDP 

AUM data as of CY 2020: Q4 for all countries; only open-ended funds have been considered. Includes, equity, debt and others. 

Source: World Bank, IIFA, CRISIL Research 

Growth in financial services to portend opportunities for service 
providers and distributors alike   

Across all the major financial products, CRISIL Research observes that a considerable proportion of 

customers are sourced through third party market intermediaries (such as Direct Selling Agents 

(DSAs), third party agents, distributors).  

Within retail asset classes, CRISIL Research estimates the proportion of business being sourced 

through DSAs for housing finance companies (HFCs) focused on the home loans space to be in the 

region of 25-30%. For NBFCs in the personal loans space, the proportion of business coming 

through open market is much higher and in the range of 40-50%. In the credit cards segment also, 

banks, on an average, source 25-30% of their customers from the open market. The higher share 

of third-party market intermediaries in retail asset classes is mainly because they understand and 
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assess the requirement of the customers and match them with right financiers in line with their 

credit risk profile and need.  

In Insurance category too, the share of business generated through market intermediaries (individual 

agents, brokers, micro agents and web aggregators) lies in the range of 60-85% in fiscal 2021 for 

life and general insurance products aimed at retail customers. Whereas in mutual funds, the share 

of business generated through these market intermediaries was ~37% in fiscal 2021.The higher 

share of third party market intermediaries in insurance and mutual funds can be attributed to the 

fact customers have a plethora of products to choose from and often require help in choosing the 

right policy or schemes in line with their needs and preferences.     

CRISIL Research believes that the growth in financial services industry and uptick in the demand for 

financial products will provide more opportunities to these third party market intermediaries.  

Category Products 
Proportion of originations from third party market 

intermediaries (FY21) 

Retail loans 

Home loans* 25-30% 

Personal loans* 40-50% 

Credit cards^ 25-30% 

Insurance 

Life insurance^^ ~62% 

General Insurance 

(Retail)^^ 
~83% 

Mutual funds Mutual funds** ~37% 

  

Note - * Include non-banks business, ^ - Only banks business, ^^ - Include Individual agents, brokers, micro agents and 

web aggregators, ** - Include share of IFAs and National distributors,  

Source – Industry, IRDAI, company reports, CRISIL Research estimates  

   

Emergence of fintech players for distribution of financial services 

Fintechs today are on top of the mind of traditional financial institutions as they watch traditional 

business models change, and increasingly deliberate whether to collaborate or compete with fintech. 

The term fintech is used to describe firms that leverage technology, data, and business insights to 

provide various financial products and services to customers.  

Digital payments landscape has the highest number of fintechs in India and now other financial 

segments like lending, insurance, wealth are also attracting fintechs. A number of fintechs are also 
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focusing on distribution of financial services. For example, aggregators are gaining popularity in 

insurance distribution, lending and investment advisory by proving an easy-to-use platform for 

comparing different offerings and solution providers, and also enabling consumers to transact in a 

seamless manner. 

Players using digital medium across different financial and business segments 

Financial segments Business segments 
Examples of such players 

present in the segment 

Payments 

Payment banks 

Payment aggregators 

P2P  Payment solutions 

Prepaid payment instruments 

Fino Payments Bank, Pine 

labs, PayTM, Razorpay, 

BillDesk, MSwipe, PayNearby, 

PhonePe, GooglePay, 

Mobikwik, PayU, EbixCash 

Lending 
Digital lenders 

Intermediaries 

LendingKart, Capital Float, 

Bankbazaar, EarlySalary, 

LazyPay 

Wealth tech 

Investment platforms 

Robo advisors 

Thematic Investing 

Discount brokers 

Zerodha, Kuvera, FundsIndia, 

Upstox, Groww, PayTM Money 

Insure tech 
Digital Insurers 

Digital insurance advisors 

Acko, Digit, Policy Bazaar, 

VahanCheck, Coverfox 

Reg tech 
Accounting 

Tax compliance 
Fintellix, FixNix 

Open/ Neo banking Neo banking platforms Niyo, Open, Jupiter 

Note: The above list is illustrative 

Source: Company websites, Company reports, CRISIL Research 
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Technology to play an important role in financial services industry 

Over the years, there has been tremendous growth in technology across the world. Exponential 

growth in information technology has prompted companies to leverage digitization to transform 

their business processes. SaaS (Software as a service) has become increasingly popular and many 

industries like travel, financial services, tourism and hospitality have adopted technology solutions 

for their business processes. Progressive financial services companies are constantly on the lookout 

for new technologies to improve efficiency, scale up business and facilitate game-changing 

innovation while also lowering costs and continuing to support legacy systems. Meanwhile, India 

has also witnessed a number of fintechs trying to establish their presence in the financial services 

market by offering customer friendly solutions using technology effectively. With technology 

marking it presence across industries, customers are also demanding better services, smoother 

experience, and more value for their money in the financial services industry.  

Key technologies impacting the value chain across financial services industry 

 

Source – CRISIL Research  

Currently, CRISIL Research estimates that spending on technology (includes software and services 

only) by financial service providers in India is 1.5-2.0% of the revenue earned by the companies. In 

aggregate, the overall spending on technology is estimated to be in the range of Rs 500-650 billion 

in fiscal 2021 (please refer to below picture for estimation methodology). While the technology 

spends are increasing at a strong pace, especially post the onset of Covid-19 that forced companies 

to reimagine their business models, the technology spends of financial service providers in India is 

still much lower than their counterparts in advanced markets, who are spend an estimated 7-10% 



 

44 

 

of revenues on technology. This indicates considerable scope for enhancing the technology spends 

as the market evolves and the revenue and profit pool expands. 

Methodology for estimating technology spends by financial service providers in India  

 

Note- (*) Key segments include Banking, Insurance, NBFCs, Broking, AMCs, and Distributors  

Source – CRISIL Research  

 

Going forward, service providers will increase focus on technology in order to drive efficiency, 

provide seamless customer experience and compete with the fin-techs entering the industry 

landscape. Hence, spending on technology is expected to increase. 

Opportunities for providing technology solutions to financial service providers 

Many financial service providers are trying to bring a digital transformation in the way they operate 

across various functions such as Front office and client onboarding (involves account setup and 

compliance checks), Middle-office services (involves cloud services, Robotic Process Automation and 

Data management), Channel management (brokerage computation & pay-outs) & reconciliation 

services. Across different segments in financial services industry the extent of digital adoption varies 

in different value chains.  

In the lending business, for example, with the steep rise in the availability of data with digital trails, 

many players in the industry have designed solutions to automate few of their existing processes 

or deploy RPA for the same. Players are also adopting Artificial Intelligence, advanced data analytics 

and machine learning in order to improve their credit appraisal process. The extent of digital 

adoption is higher in customer onboarding, document collection and credit underwriting as 

compared to other parts of the lending value chain.  

Life insurers have implemented automated processes to validate death certificates and reduce the 

turnaround time in claim settlement. Further, players have digitalised their on-boarding process 

enabling customers to use multiple digital enablers like WhatsApp, mobile app or websites where 

customer can register, download and upload documents without needing any physical assistance. 

Also, Lead management system (LMS) with data analytical models has enabled sales team to tap 

into existing opportunities in a more efficient manner. 
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Extent of digital adoption in different value chain across different segments in financial services 

industry   

 

Extent of digital adoption  

Very low Low Medium High Very high 

Source – CRISIL Research  

CRISIL Research believes that financial service providers are becoming more comfortable and open 

towards outsourcing the digitisation of their processes to derive the below potential benefits: 

 Obtaining necessary expertise at lower cost than what might be possible by hiring internal 

staff, and allowing financial entities to focus on their core area of business 

 Automate and speed up tasks, reduce the need for manual intervention and assist in 

minimising operational risks arising out of data management and compliance 

 Provide flexibility in their business models, by enabling them to rapidly adjust both the 

scope and scale of their activities to meet client and market needs. 

CRISIL Research believes, the pace of digital transformation and need for automating the value 

chain will unlock and provide a huge opportunity for technology solution providers to provide their 

technical expertise and infrastructure to multiple clients and achieve economies of scale. 

Players providing technology solutions 

There are a number of technology companies that provide solutions to the BFSI industry in areas 

of retail banking, lending, payments, transaction banking, wealth management, fund management, 

treasury and capital markets. These players compete among themselves in terms of the range of 

services offered, robustness of the solution, ability to satisfy customers and pricing.  

According to the IBS intelligence Sales League Table Report 2021, MoneyWare Wealth Management 

product of EbixCash ranked fourth in terms of deals made in the year 2020 in the Global Private 

Banking and Wealth Management segment. Similarly, Fundware Compliance and MoneyWare Asset 

Management products of EbixCash also ranked fourth in terms of deals made in the year 2020 in 

the Global Investment and Fund Management segment. Within the domestic Private Banking and 

Wealth Management segment, MoneyWare Wealth Management by EbixCash is ranked number 1 

in terms of sales according to IBS intelligence Sales League Table Report 2021. 

EbixCash’s Financial Technologies division also won the Wealth Segment of the IBSi- NeoChallenger 

Bank Awards 2021. The company won this award for project implementation at the National Bank 

of Oman and Standard Chartered Bank. 
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IBSI Sales League Table 2021 – Private Banking & Wealth Management 

Sr No. Product Supplier Deals 

1 Avaloq Banking Software Avaloq 6 

2 Intellect Wealth Qube Intellect Design Arena 3 

3 Prospero Wealth Management Finartis 3 

4 ANT - Audit Objectway 2 

5 CapitalPrivate Capital Banking Solutions 2 

6 Axia Profile Software 1 

7 Eximius PMS Objectway 1 

8 Finacle Digital Banking Solution Suite Infosys Finacle 1+ 

9 Helios Objectway 1 

10 MIMICS Financial Software MIMICS, Inc 1 

11 MoneyWare Wealth Management EbixCash Financial Technologies 1+ 

12 Standalone crypto assets platform Avaloq 1 

13 OLYMPIC Banking System ERI Bancaire 0 

14 Finacle Wealth Management Solution Infosys Finacle 0 

15 Altimis Objectway 0 

16 Eximius Objectway Objectway 0 

17 Extend Objectway 0 

18 IMSplus Profile Software  

19 Intellect Wealth Management Intellect Design Arena 0 

Source: IBS Intelligence Sales League Table Report 2021 

 

IBSI Sales League Table 2021 – Investment and Fund Management 

Sr No. Product Supplier Deals 

1 TCS BaNCS TCS Financial Solutions 8 

2 Axia Profile Software 4 

3 Quartz TCS Financial Solutions 2 

4 Fusion Invest Finastra 2 

5 AutoFT Autosoft Dynamics 1 

6 Avaloq Banking Software Avaloq 1 

7 Fundware Compliance EbixCash Financial Technologies 1 

8 iDEAL Wealth & Funds Credence Analytics 1 

9 Moneyware Asset Management EbixCash Financial Technologies 1 

10 Volante Designer Volante Technologies 1 

11 Helios + BPO Objectway 0 

12 MoneyWare Wealth Management EbixCash Financial Technologies 0 

13 Temenos Funds and Securities Temenos 0 

14 Helios Objectway 0 

15 Hexagon mPower Hexagram (Hexagon) 0 

16 IMS Gateway ECS 0 

17 MIMICS Investment System MIMICS, Inc 0 

18 iMAL Path Solutions 0 

19 Intellect Capital Intellect Design Arena 0 
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20 SMIT Objectway 0 

Source: IBS intelligence Sales League Table Report 2021 

Inward Remittance industry in India 

Size of global remittance inflows expected at $751 billion in 2021, with low- and middle-
income countries accounting for 78%  

Inward remittance is the receipt of funds either locally or from offshore through digital or non-

digital channels and it plays an important role for many economies. These remittances provide 

support for family members back home and are also a source of foreign exchange reserves for 

developing countries. As migration to developed economies increased, remittance has also 

witnessed a steep rise to reach $722 billion in 2019 from $433 billion in 2009, translating into a 5% 

CAGR over a 10-year period. 

Defying predictions, remittance flows have proved to be resilient during the COVID-19 crisis. In 

2020, remittance flows reached $706 billion, only 2.3 percent below the $722 billion seen in 2019. 

The fall in remittance could be attributed to weak oil prices, high cases of Covid-19 in many migrant-

hosting countries like United States, European countries, and Gulf Cooperation Council (GCC) 

countries which adversely impacted the employment of foreign workers. 

According to the IMF (January 2022), in 2021, the world output witnessed a growth of 6% after 

declining by 3% in 2020. In 2022 as well, IMF projects the world output to grow at 4.4% with some 

advanced economies such as United Kingdom growing at a higher rate of 4.7%. The emerging 

market and developing economies are expected to grow at 4.8% in 2022.   

With that, incomes and employment of foreign-born workers are also expected to recover, which 

would lead to an increase in remittance flows to low and middle-income countries. Based on recent 

trends in remittance flows, and assumption that the international migrant stock will not change 

much in the near-term, and that economic growth will be stronger this year and the next, the World 

Bank has estimated the overall remittance flows to increase by 6.5 percent to $751 billion in 2021 

and projected a growth of 3.1 percent to $774 billion in 2022. 

The increase in remittance flows in 2021 and 2022 is projected across most regions except East Asia 

and Pacific where the remittance flows are expected to decline at 4.0% and 0.3% respectively. The 

Latin America and Caribbean region is expected to witness the steepest increase of 21.6% and 4.4% 

in 2021 and 2022 respectively, followed by Middle East and North Africa (9.7% and 3.6%), South 

Asia (8.0% and 1.8%), Sub-Saharan Africa (6.2% and 5.5%) and Europe and Central Asia (5.3% and 

3.8%). 

Size and growth trend in remittance flows  
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Note: E: Estimated, P: Projected, CAGR is between 2015 and 2021 

Source: World Bank‘s report “Migration and Remittances (Recent Developments and Outlook)-November 2021”, CRISIL 
Research 

 

Region-wise share in remittance flows to low- and middle-income countries expected in 2021 

 

Source: World Bank‘s report “Migration and Remittances (Recent Developments and Outlook)-November 2021”, CRISIL 

Research 

Region-wise growth in remittance flows to low- and middle-income countries 
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World 751 3.8% 3.1% India 

Source: World Bank‘s report “Migration and Remittances (Recent Developments and Outlook)-November 2021”, CRISIL 

Research 

Remittance flows to South Asia to increase in 2021 and 2022   

In 2020, contrary to expectation, while the number of outbound migrant workers declined due to 

the COVID-19 pandemic, recorded remittances to the region remained resilient, perhaps partly due 

to a shift from informal to formal remittance channels (given restrictions on international travel), 

additional transfers to support families and friends in need (countercyclicality), and returning 

migrants choosing to make bulk transfers of savings. It is also possible that the greater use of digital 

money transfer mechanisms, due to drops in transaction costs and changes in tax policy on 

remittances, may have encouraged a greater volume of remittances.  

These trends are expected to continue and as per the World Bank, inward remittance flows to South 

Asia are estimated to increase by around 8% in 2021 and 1.8% in 2022.  

Size and growth trend in remittance flows in South Asia  

 
Note: E: Estimated, P: Projected 

Source: World Bank‘s report “Migration and Remittances (Recent Developments and Outlook)-November 2021”, CRISIL 
Research 

 

The cost for remittance services varies significantly depending on the region where the money is 

being sent to. According to World Bank‘s Migration and Development Briefs, the average cost 

globally for sending remittances was 6.4% of the total remittance value in Q2 2021. During the 

same period, the cost of sending remittances was much lower at 4.6% of the remittances value in 

the South Asian region.  In fact, across the years 2018 and 2021, South Asia still has the lowest 

average remittance costs compared to any world region.   
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Source: World Bank‘s Migration and Development Briefs, CRISIL Research 

India retained top position in remittances with US$ 87 billion in 2021 

In 2021, India is expected to have received US$ 87 billion in remittances followed by China (US$ 60 

billion). The top five remittance recipients were India, China, Mexico, the Philippines, and Egypt in 

terms of absolute amount. The share of the top five countries was 44% and the share of the top 

10 was 65% in remittance flows to low- and middle-income countries. 

Inward remittances into India fell by just 0.2 percent in 2020 to $83 billion. Much of decline was 

due to a 17 percent drop in remittances from the United Arab Emirates, which somewhat offset 

resilient flows from United States and other host countries.  

India retains top position in inward global remittances (CY 2021) 

 

Source: World Bank‘s report “Migration and Remittances (Recent Developments and Outlook)-November 2021”, CRISIL 

Research 

In the East Asia and Pacific region, after China, which has experienced decline in remittance flows 

in the last two years, Philippines is the largest market with 3.3% CAGR between 2015 and 2021. 

Inflows to the Philippines are estimated to grow by 3.8 % in 2021 after declining by 0.7 % in 2020. 

The United States remains by far the primary source of remittances for the Philippines (almost 40 
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% in 2020). Remittance flows from the United States to the Philippines remain resilient, growing by 

7 % in the first eight months of 2021 compared to the same period of 2020. The sharp fall in 

remittances from the GCC observed in 2020 (11.2 %) appears to be recovering, with an increase of 

0.7 % observed during the first eight months of the year. 

Trend in inward remittances for top 5 countries 

Country 2015 2016 2017 2018 2019 2020 2021 E CAGR (2015-2021) 

India 69 63 69 79 83 83 87 4.0% 

China 64 61 64 67 68 60 53 -3.1% 

Mexico 26 29 32 36 39 43 53 12.3% 

Philippines 30 31 33 34 35 35 36 3.3% 

Egypt 18 19 25 26 27 30 33 10.5% 

Source: World Bank‘s report “Migration and Remittances (Recent Developments and Outlook)-November 2021”, CRISIL 

Research 

According to RBI, based on the fourth round of the survey of authorised dealers on India’s inward 

remittances in 2016-17, 82% of the total remittances received by India originated from seven 

countries, viz., the United Arab Emirates (UAE), the United States (US), Saudi Arabia, Qatar, Kuwait, 

the United Kingdom (UK) and Oman. 

UAE accounts for majority of the remittance inflows in India – (2016-17) 

 

Source: RBI, CRISIL Research 

Within India, according to the fourth round of the survey of authorised dealers on India’s inward 

remittances in 2016-17, 58.7 per cent of total remittances were received by four states namely 

Kerala, Maharashtra, Karnataka and Tamil Nadu. The flows of remittances broadly mirrors the state-

wise composition of the stock of overseas migrants. The Southern States dominated with a 

combined share of 46 per cent in total remittances. 

Top four states received ~59% of the inward remittances 

UAE
27%

US
23%Saudi Arabia

12%

Qatar
6%

Kuwait
6%

Oman
3%

UK
3%

Malaysia
2%

Canada
1%

Others
17%



 

52 

 

 

Source: RBI, CRISIL Research 

Indian remittance flows expected to grow by 3% in 2022 

In 2021, flows to India are expected to reach $87 billion, a gain of 4.6 percent with the severity of 

COVID-19 caseloads and deaths during the second quarter playing a prominent role in remittance 

inflows to the country. Higher oil prices also enabled stronger remittance payments from expatriate 

workers among the GCC economies. Also, economic recovery in the United States, which is the 

source of ~ 20% of India’s remittances was also instrumental in recovery of remittance flows to 

India in 2021. 

According to the World Bank, remittances in India are projected to grow 3% in 2022 to $89.6 billion, 

reflecting a drop in overall migrant stock, as a large proportion of returnees from the GCC await 

return.  

Remittance flows to India expected to reach USD 90 billion in 2022 

 

Note: E-Estimated, P-Projected 

Source: World Bank, CRISIL Research 

Main players in the remittance business in India 

Remittance through banks 
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On the senders’ side, banks have operations in many foreign countries and are leveraging their 

branch networks abroad to source remittances. They also enter into tie-ups with foreign banks and 

non-bank partners to source remittances. On the recipient side, the banking system through its 

branches covers all states and the districts in the country, with the network covering many rural 

and semi urban areas as well. Many banks also offer remittances services as agents of Money 

Transfer Operators (“MTOs”), wherein they disburse cash to the recipient from their branches. 

Remittances processed by banks are mainly credited to the account of the recipient. Remittances 

initiated using bank-operated schemes tend to be larger in size and less frequent than those 

initiated through the MTOs.  

Remittance by MTOs  

Major MTOs in India are Western Union, MoneyGram, Xpress Money, Ria, and Transfast. They have 

operations in multiple countries. Each country has a defined set of regulations and license 

requirements for allowing remittance operations in the country. Due to this reason, MTOs operate 

through a network of principal agents in the sending country. Moreover, these principal agents 

have wide network in their respective countries, making it easier for the MTOs to increase their 

reach. In India, MTOs have a two-tiered agent network, including principal agents of MTOs and 

subagents appointed by the principal agent.  

This service is typically a fully cash-based mechanism, that is, cash pay-in and cash pay-out. The 

sender visits the outlet of the overseas principal or its agents in the sending country and pays the 

cash. The recipient visits an agent location in the receiving country; and after due identification 

using a government-issued photo identification, unique transaction number, and passcode, receives 

the payment in cash. If the receipt amount is more than Rs 50,000, the amount is transferred 

electronically to a bank account.  

Ebix Cash, Supreme Securities, India Post, and Muthoot Fincorp are the main principal agents in 

India, appointed by MTOs. These players are deeply integrated with the network of the MTOs and 

are involved in managing the entire transfer of money (cash-to-cash) from abroad to India. Of these 

players, Ebix Cash is the largest player, and enjoys a lion’s share of business emanating from Western 

Union, which is the largest MTO.  

Inward remittance market of MTOs is estimated at USD 8.5-9 billion in fiscal 2020 

CRISIL Research estimates, based on interactions with industry participants, indicate that banks 

account for the largest share of remittance inflows to India (~90%, including Internet-based 

remittances), and MTOs account for the rest.  Pre-Covid, the aggregate quantum of inward 

remittances into India flowing through the MTO route is estimated at USD 9 billion. Out of this, 

EbixCash processed USD 6.5 billion, accounting for 70% of the market. The market for MTOs 

however shrunk sharply in the aftermath of reduction in remittances from migrant workers after the 

Covid-19 pandemic. With global growth rebounding and pace of vaccinations increasing and travel 

restrictions also easing, the market is expected to bounce back.  

Share of banks and MTOs in inward remittance market 
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Source: CRISIL Research Estimates 

Revenue in MTO model of remittance transfer  

The revenue source for the MTO is the exchange rate margin and the fee paid by the senders. The 

revenue source for the principal agent is the fee (foreign exchange revenue share + transaction fee 

share) paid by the MTO. Sub-agents usually receive 50-60% of commission earned by principal 

agents. 

The scale of operations of the MTO on the send side is a critical part of the business. The scale 

enables the MTOs to charge the customers more and, in turn, pass the same benefits to partners 

such as the principal agents and sub agents. The scale and reach of the principal agent on the 

receive side ensures closer proximity to the customer touch point, thereby providing the much-

needed convenience to the recipient of the remittance transactions. Further, the scale enables the 

principal agent to get a higher commission revenue from the MTOs. 

Strong entry barriers benefit existing MTOs and principal agents 

Since this industry is highly regulated, the MTOs demand a very high level of compliance standards 

from the principal agents and the sub agents. The cost to manage and maintain compliance and 

audit in such a stringent regulated market prohibits many entrants in this industry. 

This industry therefore has a handful of principal agents on the receive side. Barriers to entry for 

new entrants benefit existing players. Advantages enjoyed by existing principal agents: 

1. Possession of the requisite licenses from the RBI 

2. The existing principal agents have already established wide sub-agent network throughout the 

length and breadth of the country which provide them strong advantage.  

3. Given the presence of the existing companies in this industry for long, the trust and familiarity 

of the recipient folk with their sub agent locations stands out. 

Principal agents with large retail network have advantage over players with small network 

The scale and reach of the principal agent on the receive side ensures closer proximity to the 

customers, thereby providing the much-needed convenience to the recipient. Further, the scale 

Banks, 90%

MTOs, 10%
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enables the principal agent to get a higher commission revenue from the MTOs. Given that 

recipients would perform cash-to-cash transactions with only those who are perceived as 

trustworthy, principal agents with an older and well-established network of branches/touch points 

have an advantage over new entrants. Since this industry is highly regulated, MTOs demand a very 

high level of compliance standards from the principal agents and sub-agents. Principal agents with 

a large network have the requisite experience in managing and maintaining compliance and audit 

of their network branches, effectively and economically. For example, EbixCash has more than 

100,000 live locations in India as of fiscal 2021 EbixCash serviced and processed more than USD 

7.02 billion annual remittances in India in fiscal 2019. 

Regulations governing remittance business in India 

Under the Foreign Exchange Management Act (FEMA), authorised dealers in three different 

categories (ADs) of the Reserve Bank of India (RBI) and full-fledged money changers (FFMCs) can 

undertake the remittance business with approval from the central bank.  

Categories of licenses who could offer remittance services: 

● Foreign exchange dealers: These are banks licensed by the RBI and allowed to offer all foreign 

exchange-related services (both current and capital account transactions), including processing 

and disbursement of international remittances. Licensing category: AD I. 

● Money transfer agents and foreign exchange companies: These agents are allowed to operate 

inward and outward remittances, and can undertake the purchase of foreign exchange and sale 

or remittance of foreign exchange for specified nontrade current account transactions. Licensing 

category: AD II 

● Specialised financial institutions: These institutions include export and import companies and 

other similar institutions, and can provide foreign exchange services for designated activities 

such as foreign trade. They can undertake transactions incidental to the foreign exchange 

activities undertaken by these institutions. Licensing category: AD III 

● Full-fledged money changers: This category includes money changers authorised to purchase 

foreign exchange from non-residents visiting India and residents, and to sell foreign exchange 

for private and business travel purposes only. Licensing category: FFMC. 

The maximum amount that can be received by an Indian beneficiary at a time, the number of 

transactions that can be undertaken in a year, mode of payment, know your customer (KYC) 

documentation required, and any reporting to the Financial Intelligence Unit (FIU) are all governed 

by the RBI’s Money Transfer Service Scheme (MTSS) and Prevention of Money Laundering Act 

(PMLA).  

Under the present regulations, the principal agent should have an authorisation provided under 

FEMA. The remittance service should be used only for remittances for family or personal expenses 



 

56 

 

in India. One recipient can receive a maximum of $2,500 per remittance, and can receive only 30 

remittances in a calendar year. Pay-outs up to Rs 50,000 can be made in cash, beyond which a 

cheque or demand draft is needed. The principal agent is responsible for all anti-money laundering 

(AML) and KYC requirements at its own outlets and its subagents. AD I, ADs II, and FFMCs (which 

can become Indian agents under MTSS) are required to fulfil minimum capital requirements for 

their respective AD categories. The minimum capital requirement for subagents is Rs 500,000. 

Nonbanking entities licensed under AD II or FFMC need to offer remittance services in conformity 

with the MTSS (which is also open to banks or ADs I), and they need express approval from the 

RBI’s foreign exchange department. The entities licensed under the MTSS typically offer remittance 

services in partnership with international money transfer operators (MTOs) such as Western Union, 

MoneyGram, or other foreign MTOs. They also can engage other entities as subagents to disburse 

remittances. In addition, many banks in India have partnered with MTOs to offer remittances services 

under the MTSS. 

These entities are subject to regular oversight and supervision by the RBI’s foreign exchange 

department. They are required to submit monthly or quarterly information about volumes and value 

and, for certain transactions, the details of individual transactions. Moreover, they are subject to 

strong suspect transaction-reporting requirements in line with the AML/Combating the Financing 

of Terrorism (CFT) legislation.  

Outward remittance industry in India 

Outward remittances registered strong growth till fiscal 2020, before being impacted 
by pandemic in 2021 

Overall outward remittances from India under the Liberalised Remittance Scheme (LRS) were at a 

record high of $18.8 billion in fiscal 2020. Outward remittances clocked a 70% compound annual 

growth rate (CAGR) over fiscal 2015 to 2020. Growth was particularly strong after fiscal 2015, driven 

by the RBI increasing the outward remittance limit from $125,000 to $250,000 per financial year in 

June 2015. In fiscal 2021, due to the impact of pandemic, travel to and from India declined as well 

as students had to stall their abroad study plans. In fiscal 2021, outward remittances declined by 

32% to $12.7 billion.  

In fiscal 2022, till December the outward remittances have crossed $13 billion and are estimated to 

reach $18.3 billion in the fiscal year. In medium term, as economies revive and all the travel 

restrictions are removed, international travel to and from India will gain pace as well as students 

will continue to pursue their studies abroad. CRISIL Research expects outward remittances to 

continue to grow at a buoyant pace in the medium-term with continued economic growth, rising 

aspirations, and favourable demographics. Demonetisation, Black Money Act, introduction of 

Aadhaar and GST over the past years, and the shift towards digitisation have led to a lot of 

formalisation in the economy and increased the potential market for authorised money exchangers 

in India. The government’s effort to reduce black money and hawala transactions in the economy 

and any positive change in the Liberalised Remittance Scheme (LRS) scheme by the RBI will further 

support growth in this market. 
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Outward remittances under the LRS for resident individuals 

 
Source: RBI, CRISIL Research estimates 

Foreign exchange for the purpose of studying, travel and maintenance of close relatives accounts 

for more than 75% of India’s overall individual outward remittance market. CRISIL Research expects 

growth of outward remittances for travel and education purposes to increase at a faster pace than 

the overall individual outward remittance market as increasing affordability, favourable 

demographics and lifestyle changes lead to more Indians to opt for overseas vacations and foreign 

education. In the near-term, however, the impact and the spread as well as the intensity of the 

Covid-19 pandemic and travel restrictions imposed by other countries would influence the quantum 

of outward remittances, especially for the purpose of business or leisure travel and students going 

to study abroad. 

Individual outward remittances split across various purposes (FY21) 

 

Source: RBI, CRISIL Research 

While overall outward remittance industry is estimated to be at USD 18 billion in fiscal 2022, the 

addressable market for AD category-II players includes outward remittances towards studies abroad, 

travel and other purposes like medical treatment. These players provide outward remittance services 

for other purposes too, but through tie-ups with banks, against which they pay a referral fee. 

Between fiscal 2015 and 2021, while the overall outward remittances grew at a 70% CAGR, the 

addressable market for AD category-II players grew at even higher CAGR of 93% over fiscal 2015 
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and 2021. In fiscal 2021, students going abroad declined and travel across the world also came to 

a halt due to the pandemic, leading to 41% decline in the outward remittances. Outward remittances 

addressable market for AD category-II players grew 77%, reaching USD 8.7 billion in first nine 

months of Fiscal 2022 from USD 4.9 billion in the same period in Fiscal 2021. In fiscal 2022, the 

addressable market for AD category-II players is estimated to be about USD 11 billion.  

Under the studies abroad segment, which accounts for majority of the outward remittances in India, 

AD category II players like EbixCash have partnered with international payment processors such as 

Western Union, Flywire, TransferMate, Cohort Go, Paymytutiton which have direct association with 

universities. These international payment aggregators have evolved as disruptors in education 

remittance with their direct association with universities. 

Amongst AD category-II players, Thomas Cook, EbixCash, Paul Merchants, Supreme Securities and 

Transcorp International are main players in the market. Within the addressable market of USD 12 

billion in fiscal 2020, EbixCash had a market share of 18% as  compared to 14% market share in 

Fiscal 2019. With pre-COVID volumes of USD 900 million in the studies abroad segment, EbixCash 

had a 1/5th market share in this segment. During April-December 2021, its market share in outward 

remittances towards studies abroad by Indian residents was 17%.   

Outward remittances addressable market for AD category-II players 

 

Source: RBI, CRISIL Research estimates 

 

Regulations pertaining to outward remittances 

Under the LRS, an individual is allowed to remit for the purpose of personal and leisure visits, 

business visits, employment abroad, gifts and donations, maintenance of close relatives abroad, 

expenses in connection with medical treatment abroad, and studies abroad cumulatively up to a 

limit of USD 250,000 in one financial year. Any amount greater than the prescribed limit will require 

prior permission from the RBI. In case of medical treatment abroad, the authorised dealer may 

release foreign exchange up to the LRS limit on the basis of self-declaration; any amount above 

this limit requires an estimate from a doctor in India or abroad.  

Regulations for outward remittance for various purposes (pre and post-May 2015) 
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Purpose Before May 2015 (pa) Post May 2015 (pa) 

Travel leisure USD 10,000 Cumulative limit of 

USD 250,000 for all 

purposes under LRS 

 

Business travel Up to USD 25,000 (to any country other than Nepal and 

Bhutan) 

Study Estimate given by an institution abroad or USD 30,000 per 

academic year, whichever is higher 

Medical USD 25,000 (if additional money required then should be 

approved by the doctor) 

Emigration 

USD 5,000 or amount prescribed by the country of 

emigration 

Source: RBI, CRISIL Research 

Travellers going to all countries other than the Islamic Republic of Iran, Russian Federation and 

other Republics of Commonwealth of Independent States (CIS) are allowed to purchase foreign 

currency notes / coins only up to USD 3000 per visit. Balance amount can be carried in the form of 

store value cards, travellers cheque or banker’s draft. Travellers proceeding to Iraq and Libya who 

can draw foreign exchange in the form of foreign currency notes and coins up to USD 5000 or its 

equivalent per visit. 

International debit cards and storage cards (forex cards) can be issued by authorised dealers and 

the use of such cards is limited to permissible current account transactions and subject to the 

prescribed limits under the FEM (CAT) Rules, 2000, as amended from time to time. 

If a remitter has a bank account but hasn’t maintained it for a year or more, he/she is required to 

provide the latest income-tax assessment order or return filed. One need these documents when 

approaching a channel to remit money. 
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Foreign Exchange industry in India 

Evolution of foreign exchange industry in India 

Par value system of exchange rate 

Between 1947 and 1971, India maintained a par value exchange rate system. Initially, the external 

par value of the rupee was set at 4.15 grains of fine gold. The Reserve Bank kept the rupee's par 

value within the allowed margin of 1% by using pound sterling as the intervention currency. Because 

the US monetary authority maintained a stable sterling-dollar exchange rate, the rupee's exchange 

rates in terms of gold, the dollar, and other currencies were indirectly maintained. The rupee's 

devaluation in September 1949 and June 1966 in terms of gold reduced the rupee's par value to 

2.88 and 1.83 grains of fine gold, respectively. Between 1966 and 1971, the rupee's exchange rate 

remained constant. 

Breakdown of Bretton woods system in 1971 

Globally, foreign exchange market operations began in earnest following the collapse of the Bretton 

Woods system in 1971, which also marked the beginning of several countries' floating exchange 

rate regimes. As of December 1971, the rupee was pegged to the pound sterling. Due to the 1971 

Smithsonian Agreement's fixation of sterling in terms of the US dollar, the rupee also remained 

stable against the dollar. To overcome the disadvantages of a single currency peg and to ensure 

exchange rate stability, the rupee was pegged to a basket of currencies beginning in September 

1975. The Reserve Bank was given discretion over currency selection and weighting. To discourage 

speculation, the currencies included in the basket, as well as their relative weights, were kept secret. 

Around this time, Indian banks developed an interest in foreign exchange trading. 

The origin of the foreign exchange market in India  

The Indian foreign exchange market dates all the way back to 1978, when banks were permitted to 

conduct intra-day foreign exchange trading and were required to comply with the stipulation of 

maintaining ‘square’ or ‘near square’ position only at the close of business hours each day. The 

rupee's exchange rate was officially determined by the Reserve Bank during this period in terms of 

a weighted basket of currencies representing India's major trading partners, and the exchange rate 

regime was characterised by the Reserve Bank's daily announcement of its buying and selling rates 

to Authorised Dealers (ADs) engaged in merchant transactions. The spread between the buying and 

selling rates was 0.5%, and the market immediately began trading actively within this range. 

Additionally, ADs were permitted to trade in cross currencies (one convertible foreign currency to 

another convertible foreign currency). However, no such 'position' could originate in international 

markets. 

Partially floating to fully floating exchange rate of Indian rupee 

After the Gulf crisis in 1990-91, the broad framework for reforms in the external sector was laid out 

in the Report of the High-Level Committee on Balance of Payments. The rupee's exchange rate, 

which had previously been pegged, was floated partially till March 1992. In March 1993, the dual 
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exchange rate system was replaced by a unified exchange rate system, which allowed for the 

conversion of all foreign exchange receipts at market-determined exchange rates. With the 

unification of exchange rates, the nominal exchange rate of the rupee was adjusted lower against 

both the US dollar and a basket of currencies, effectively cancelling out the effect of the previous 

inflation differential. Numerous other restrictions on current account transactions have been relaxed. 

Deepening and widening the forex market 

In June 1995, the Expert Group on the Indian Foreign Exchange (Known as Sodhani Committee) 

offered various recommendations for deepening and broadening the Indian foreign exchange 

market. As a result, beginning in January 1996, the Indian foreign exchange market underwent 

extensive reforms.  

Banks were permitted to set their own trading limits, to borrow and invest in foreign markets within 

specified limits, to determine interest rates on FCNR deposits within specified ceilings, and to use 

derivative products for asset-liability management purposes. Similarly, corporates were allowed to 

book forward cover based on historical revenue and to use a variety of instruments in the 

international forex market, including interest rates and currency swaps, caps/collars, and forward 

rate agreements. The rupee-foreign currency swap market has grown significantly in recent years 

as a means of hedging longer-term exposure. 

Foreign exchange market is huge in India; physical notes forex market 

estimated at USD 7-8 billion pre-Covid 

Globalisation and liberalisation in forex outward remittances has provided a fillip to the overall 

foreign exchange industry in India. The foreign exchange market has grown multi-fold over the past 

decade with many non-traditional players entering the industry. Authorised dealers involved in the 

foreign exchange market, depending on their respective licensing category, provide services like the 

release (sale) of foreign currencies, travellers’ cheques and foreign currency prepaid cards, as well 

as the issue of foreign currency drafts and wire transfers. 

Foreign exchange players purchase foreign currencies from other forex players and retail clients, 

which they then sell to other parties in the form of various products, making fees and commissions 

in the process. They facilitate the sale of foreign currency in the form of travellers’ cheques, wire 

transfers, forex cards, foreign currency demand drafts, etc. Banks with an AD1 license can deal in 

all current and capital account transactions (including trade transactions), whereas the forex business 

of most non-banks are bifurcated into retail and wholesale segments. 

Snapshot of customer segments in forex business 

Business Retail Wholesale 

Customers / parties 

 Walkin customers 

 Non-stock agents (travel agents) 

 Corporate customers 

 Students 

 Authorised dealers (banks) 

 Full-fledged money changers 

 Restricted money changers (hotel 
franchise/emporium shops) 
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Key Products / services 

 Physical currency 

 Traveller’s cheques 

 Forex cards 

 Money transfers 

 Physical currency 

Remarks 

 Lower volume but higher 
margin, business 

 Volume is directly 
proportional to branch 
presence, brand trust, 
conversion rates, quality of 
services and the tech 
platform on offer 

 High volume, low margin business 

Source: CRISIL Research 

 

In India, foreign exchange market for physical foreign currency notes is estimated at USD 7-8 billion 

in fiscal 2020. In fiscal 2021 and 2022, however, the transactions in this segment have declined on 

account of a steep reduction in travel following the covid-19 pandemic. In fiscal 2022, CRISIL 

Research estimates this market at USD 3.5-4.0 billion. With expected rise in international departures 

and tourists arrival over medium to long term, CRISIL Research expects a rebound in the physical 

foreign currency notes market. 

Foreign exchange market for physical foreign currency notes 

  

Source: CRISIL Research Estimates 

Types of foreign exchange products/services 

Wire transfers: A Wire transfer is a fast and simple way to execute an outward remittance. It uses 

the Society for Worldwide Interbank Financial Telecommunication (SWIFT) code to transfer funds 

from one bank account to another across the globe. It usually takes 1-3 days to transfer money. 

Remittance limits are subject to limits prescribed via the Foreign Exchange Management Act (FEMA) 

and the whole transaction can be done online. Even though many non-bank institutions offer foreign 

exchange services, they eventually have to go through a bank to route the transfer. 
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Foreign currency demand draft: Banks issue foreign currency demand drafts in major foreign 

currencies in the name of a particular beneficiary, who can then directly deposit the foreign currency 

demand draft into his/her overseas saving or checking account. It is mostly used to pay college 

fees for students studying abroad, to send money to friends or relatives, etc.  

Forex cards: These are prepaid cards powered by Visa/MasterCard which can be used to make 

payments when traveling abroad. They can be loaded with multiple currencies and used at virtually 

every global store and website accepting payments. It can also be used to withdraw foreign currency 

from automated teller machines (ATMs). Forex cards are also known as prepaid, travel, travel money, 

or prepaid travel money cards. The major benefits of forex cards are that they are widely accepted, 

are safe to carry, serve as a hedge against currency fluctuations, and are cheaper than using 

international credit/debit cards or buying foreign currency. Travel cards are very popular these days 

and people travelling abroad are increasingly opting for them. Some players offering this product 

are HDFC Bank, ICICI Bank, Axis Bank, EbixCash, etc. 

Currency exchange: Buying or selling foreign currency notes while travelling abroad or returning 

to India is necessary for daily needs like paying for a taxi, buying from local vendors, etc. All AMCs 

provide these services, with many offering door-step services for the delivery of currency notes. 

Travellers’ cheques: An alternative to carrying foreign exchange in hard currency, they are available 

in all major currencies like United States dollars (USD), Great Britain pounds (GBP), euros, Japanese 

yen (JPY), Australian dollars (AUD), Canadian dollars (CAD), etc. These cheques are accepted 

worldwide in more than 400,000 locations across 200 countries and can be encashed or used at 

exchange bureaus, banks, hotels, shops, restaurants, and other establishments. A big advantage of 

travellers’ cheques is that they are secured even if lost or stolen. 

International debit and credit cards: Banks issue international credit and debit cards to their clients, 

to be used worldwide to carry out any transactions or withdraw cash. However, these instruments 

are considerably more expensive when compared to the others listed above. 

Competitive scenario 

Authorised money changers (AMCs) are entities, authorised by the Reserve Bank of India (RBI) under 

Section 10 of the Foreign Exchange Management Act, 1999. The different types of AMCs are 

Authorised Dealers Category -I Banks (ADs Category–I Banks), Authorised Dealers Category - II (ADs 

Category–II), Authorised Dealers Category - III (ADs Category–III) and full-fledged money changers 

(FFMCs). 

AMC categories in India and their functions 

AMC category Institutions Functions 

Authorised Dealers 

Category – I  

(ADs- I ) 

All commercial and scheduled banks  

Urban co-operative banks 

For example: HDFC Bank, Yes bank, 

Axis Bank 

Deal in all current and capital account 

transactions, as per the norms laid down 

by the RBI 
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Authorised Dealers 

Category – II  

(ADs- II ) 

Various types of non-banking financial 

entities who operate in the open 

market, upgraded FMCC players 

For example: EbixCash, Delphi World 

Money, Thomas Cook, Paul Merchants 

Deal in non-trade foreign exchange 

transactions 

Authorised Dealers 

Category – III  

(ADs- III ) 

EXIM Bank, SIDBI, IFCI, Clearing 

Corporation of India and various 

factoring agents 

Deal with international trade-related 

activities  

Full-fledged money 

changers (FFMCs) 

Entities related to the finance sector, 

including NBFCs 

Authorised to purchase foreign exchange 

from residents of India and non-residents 

visiting India, and to sell the same for 

certain approved purposes 

Source: RBI, CRISIL Research 

Foreign exchange market in India is highly regulated by the RBI. There are five channels available 

to send money abroad, namely banks, exchange houses, travel companies, a few NBFCs and online 

aggregators. While these channels provide almost all types of forex products, they have differing 

charges and convenience levels. The foreign exchange business is highly competitive and industry 

barriers to entry are very high.  

 

Banks: All banks fall under the Authorised Dealers (ADs) category 1 of the AMCs approved by the 

RBI under FEMA. Banks are the most popular route to send money out of India, transferring 

money abroad through wire transfers, net banking, foreign currency cheques and demand drafts 

(DDs). Some private banks are also very aggressive in the forex cards business. The cost of 

transfers vary across banks, though private banks are usually more expensive than public sector 

unit (PSU) banks. The time taken for the money to reach a recipient varies across banks with wire 
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transfers done through SWIFT taking the least amount of time while cheques and demand drafts 

take a few days.  

Exchange houses: These are specialised institutions mainly catering to forex needs and facilitating 

inward and outward remittances of retail and corporate clients. Their wholesale business is a high-

volume low-margin one, while their retail business is low-volume with a relatively higher margin.  

Travel companies: These players provide forex and payment solutions for leisure and business 

travellers, students going abroad for higher studies, and people travelling abroad for employment, 

medical treatment, emigration or film shoots. Travel companies leverage their synergies with their 

core travel business and strong branch presence. While they have a relatively longer know your 

customer (KYC) process when compared with banks, their charges are almost on par with that of 

private banks. Travel companies cater to corporate clients in addition to high margin retail clients. 

NBFCs: There are very few NBFCs that provide foreign exchange services, and facilities offered by 

them are similar to those offered by exchange houses.  

Online aggregators: Players like buyforex.com, bookmyforex.com, etc. have come up in the last 

couple of years and offer services like money transfers, currency notes and travel cards. They offer 

complete digital and doorstep services (in the case of currency exchange) and offer their clients 

very competitive rates. Many of these online aggregators are Full-fledged money 

changers (“FFMCs”) and usually have to tie-up with other AD II licence holders for smooth 

operations. 

Forex companies compete with each other on the following factors: 

● Ability to offer forex at a competitive rate, which, in turn, is influenced by reach and scale   

− Reach, which enables procurement of currencies at more competitive rates, and scale, which 

enables procurement of currencies through imports   

● Ability to offer doorstep services to customers through delivery executives  

● Wide network of branches and proximity to potential clients 

● Brand strength  

● Ease of transacting and convenience  

● Range of products/services offered  

● Existing client base 



 

67 

 

Within the physical foreign currency market, non-banks are estimated to account for 40% of the 

market., with banks accounting for the rest of the market. Major banks participating in the market 

include HDFC Bank, ICICI bank, Yes Bank and Axis Bank. Within the non-bank players, EbixCash is 

one of the major players with every 11th international passenger travelling out of the country 

during April-December 2021 being an EbixCash customer. Other major non-bank players include 

Thomas Cook, Paul Merchants and Supreme Securities. 

Players trying to offer foreign exchange services through an omni-channel 

presence 

Technology continues transforming people’s lives around the world with a clear shift towards digital 

adoption. Over the last few years, with customers in India as well as globally getting comfortable 

with the online channel, players in the foreign exchange market are also trying to offer services 

through various modes (physical through convenient touch points or online) to create an 

omnichannel approach. For example, Thomas Cook enables its customers to smoothly traverse the 

physical and digital worlds through its branches, website, mobile application, virtual branches as 

well as call centres. Ebix Cash also serves its customers through various modes in order to improve 

efficiency, reach and customer service. Its online portal offers safe and convenient options of easy 

payment and door-step delivery to the customers. Recently, Ebix Cash’s forex division has 

collaborated with Paytm to provide forex services to its customers through the Paytm platform.  

Players in the forex market compete on the basis of their presence in key destinations such as 

airports, retail network, number of currencies dealt in and relationships with corporates, besides the 

fees charged. Amongst non-bank players in the Indian forex market, EBIX and Thomas Cook are the 

largest players. Both these entities are present in the wholesale as well as the retail segment. Ebix, 

for example, has more than 2,200 corporate relationships, and is also present in 16 international 

airports. Considering large private banks as well, EBIX has the highest number of currency coverage  

among the compared peers with 65 currencies. Thomas cooks offer forex cash services in 25 

currencies followed by HDFC Bank (22 currencies). Some of the other non-banks in the market 

include Unimoni Fin Services and Paul Merchants 

Additionally, EBIX covers the 16 airports which is highest among the compared peers followed by 

Thomas Cook which covers 4 airports. In 2022, EbixCash runs forex operations, which are physically 

based, primarily through 81 retail branches, 62 retail kiosks in 16 international airports, 12 seaports 

and over 250 franchise partners. 

Comparison of select players in Forex Business  

Airports Currencies covered 
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Source: Company Website, Company reports, CRISIL Research 
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Payments industry in India 

Evolution of India’s payment system over the decade 

2010 

 

2021 

 

Note: NEFT- National Electronic Fund Transfer, RTGS – Real Time Gross Settlement, MICR- Magnetic ink character recognition, 

IMPS – Immediate Payment Service, NACH – National Automated Clearing House, BHIM – Bharat Interface for Money, USSD 

– Unstructured Supplementary Service Data, PPI – Prepaid Payment Instrument, UPI – Unified Payment Interface, AePS – 

Aadhaar Enabled Payment System, BBPS – Bharat Bill Pay Service, NETC – National Electronic Toll Collection ; Data in the 

chart shows the types of payment modes and not the market share 

Source: RBI – Payment & Settlement System in India, NPCI, CRISIL Research 
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With the advent of various innovative electronic systems and payments products, the Indian 

ecosystem has witnessed a shift in the payment preference. The share of paper based clearing in 

terms of volume has reduced from 60% of the total retail payments in FY11 to just 2% of total retail 

payments in FY21. In terms of value, the share of paper based clearing has declined from 89% in 

FY11 to 14% in FY21.  

Share of retail payment system by volume and value  

 

Note: Numbers in the boxes above each bar represent total transaction volume and value in respective years. Retail electronic 

include credit transfers (NEFT, IMPS, UPI) and direct debit transfers (ECS & NACH) 

Source: Payment and Settlement System in India - RBI, CRISIL Research 

Retail electronic payment mix by volume and value 

 

Note: Numbers in the boxes above each bar represent total transaction volume and value in respective years 

Source: Payment and Settlement System in India - RBI, CRISIL Research 

With changing dynamics, banks and other financial institutions have also adopted newer business 

models. Payment infrastructure, which earlier used to be a cost centre for banks, has now turned 

into a core offering and a point of creating differentiation. The customers are now seeking ease of 
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transaction at cost effective prices across various platforms. This has also led to strong collaboration 

between banks and fintechs to enable payments modernization and financial inclusion.  

Digital Payments in India 

Surge in digital transaction volumes reflected in rising share  

While usage of cash remains high, particularly in person-to-merchant transactions in India, we have 

observed a surge in digital transactions in the past few years, led by government and regulatory 

initiatives and changing consumer preferences. JAM (Jan Dhan, Aadhaar and Mobile), 

demonetisation of high-value currency notes in November 2016, implementation of GST in July 

2017 and unveiling of the Unified Payments Interface, or UPI, are some of the notable regulatory 

initiatives that have spurred growth in the space. Digital payment volumes (digital transactions 

includes, Retail Electronic Clearing, Prepaid Payment Instruments, RTGS – excluding interbank 

clearing, ECS, NEFT, IMPS, NACH and card transactions at ATM) have more than tripled in the last 

three years ending FY20.   

In volume terms, digital payments transactions have logged a CAGR of 49% from fiscal 2015 to 

fiscal 2021 owing to factors such as a younger population, rising smartphone penetration, increasing 

mobile internet users, convenience of transacting digitally, and booming ecommerce sector. The 

transaction value of digital payments witnessed a CAGR of 9% to reach Rs. 1,379 trillion in fiscal 

2021 from Rs 823 trillion in fiscal 2015. The growth rate came down slightly in the immediate 

aftermath of changes in KYC norms, including voluntary use of Aadhaar identification, being made 

applicable to prepaid payment instrument (PPI) companies in March 2018, but has bounced back 

since then. In fiscal 2021 as well, while digital payments transaction volume grew by 14%, transaction 

value declined by ~15%, mainly owing to a sharp contraction of RTGS payments as a result of 

Covid-19.  

Rapid growth in number of digital payments transactions in India  

 

Note: Digital transactions includes Retail Electronic Clearing, PPIs, RTGS – excluding interbank clearing, ECS, NEFT, IMPS, UPI, 

Mobile Banking, NACH & card transactions at ATMs, YTD FY22 number include data for April to November months 

Source: RBI, CRISIL Research 

Digital payments transactions growth (in value terms) mirrors the rise in volumes  
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Note: Digital transactions includes Retail Electronic Clearing, PPIs, RTGS – excluding interbank clearing, ECS, NEFT, IMPS, UPI, 

Mobile Banking, NACH & card transactions at ATMs, YTD FY22 number include data for April to November months 

Source: RBI, CRISIL Research 

In fiscal 2021, retail electronic digital transaction such as UPI, AePS, NETC and BBPS saw a sharp 

rise in transaction volumes as people preferred to transact via contactless payments system, owing 

to outbreak of Covid-19, However, the usage of debit and credit cards at POS machines at retail 

shops saw a decline as most of shops selling non-essential goods, remained shut for almost first 

half of the year. In fiscal 2021, retail digital payment transaction volume and value grew by 14% 

and 13% respectively to reach 40.8 billion and Rs. 353 trillion. Going forward as well, the convenience 

of digital payments, ease of usage, and recipients also increasingly preferring digital payments 

would result in some sections of consumers continuing to prefer this medium. This, along with the 

continuous rise in retail spends, will drive growth for digital transactions. 

Retail digital payment transaction volumes have grown at 53% CAGR between 2015 and 2021… 

 

 

Note: Retail digital payments include all digital payments except RTGS and Paper Clearing, YTD FY22 number include data 

for April to November months 

Source: RBI, CRISIL Research 
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Note: Retail digital payments include all digital payments except RTGS and Paper Clearing, YTD FY22 number include data 

for April to November months 

Source: RBI, CRISIL Research 

In terms of volume, UPI payment modes accounts for the highest share of 57% in retail digital 

payments, followed by pre-paid instruments (13%) and IMPS transactions (7%). However, in terms 

of values, NEFT accounts for a major 69% of the transactions followed by UPI (14%) and IMPS 

(8.1%). 

Split of Retail digital payments (FY21) 

Transactions volume – 40.8 billion Transaction value – Rs. 353 trillion 

  

Source: RBI, NPCI, CRISIL Research 

Domestic Remittances in India 

Domestic remittance transfers predominantly refers to migrant workers sending money from the 

places where they work to their homes in other states/regions for meeting the needs and day-to-

day expenses of their family members.  

As the urban population in India has consistently been increasing, we are witnessing an increasing 

trend of migration from villages and smaller semi-urban areas to larger cities and towns As per the 

81 96 
140 

203 
274 

312 
353 

274 

-100

100

300

500

FY15 FY16 FY17 FY18 FY19 FY20 FY21 YTD FY22

Retail Digital Payments Value

UPI, 
57%

NETC, 
3%

BBPS, 
1%

Cards, 
6%

AePS, 
2%

PPI, 13%

IMPS, 
7%

NEFT, 
6%

NACH, 
5%

UPI, 
14.2%

NETC, 
0.1%BBPS, 

0.1%
Cards, 
1.8%

AePS, 
0.8%

PPI, 
0.7%

IMPS, 
8.1%

NEFT, 
69.1%

NACH, 
5.1%



 

74 

 

census 2011 data, India had 456 million migrants (38% of the total population) as compared to 307 

million migrants (30% of the total population) in 2001. The number of migrants who moved from 

rural to urban areas also increased from 52 million in 2001 to 78 million in 2011, leading to a rise 

in share of rural to urban migrant in the population from 5.1% in 2001 to 6.5% in 2011. The number 

of migrants in the total population is expected to have further increased over the last decade, 

leading to strong growth in the domestic remittances market. While recent data on the number of 

migrants in India is not available, the Economic Survey 2021 noted that 6.31 million migrant workers 

travelled to their hometowns through Shramik Special trains from May to August 2020 after the 

onset of the Covid-19 pandemic and nation-wide lockdown. 

In India, Bihar, Madhya Pradesh, Rajasthan and Uttar Pradesh are major recipients of domestic 

remittances and Maharashtra, Delhi, Haryana, West Bengal and Gujarat are the major originators of 

domestic remittances.  

CRISIL Research estimates the total domestic remittances market to be Rs 2.1 trillion in fiscal 2021. 

Between fiscal 2017 and 2020, the trend in migration of population continued, leading to an double-

digit growth in the domestic remittance market. In fiscal 2021, the covid-19 pandemic and the 

nationwide lockdown plummeted the remittance flow in the first half of the year, triggered by 

sudden job loss and the migrants returning to their home states. However, the remittances picked 

up in the second half of fiscal 2021 on account of government schemes such as Prime Minister 

Garib Kalyan Yojana and resumption of economic activities.  

Going forward, CRISIL Research expects remittances to gradually increase as the economic situation 

comes back to normal. In the long term, digital India and financial inclusion initiatives in the country 

is expected to support remittances growth, with more and more people availing remittance services 

for funds transfers to remote areas. We project the market to touch Rs 3.4 trillion by FY25, translating 

into a ~12-13% CAGR in remittances during FY21-25. 

Domestic remittance market to grow at a 12-13% CAGR between fiscal 2021 and fiscal 2025  
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Note: E: Estimated, P: Projected  

Source: Economic Survey 2017, CRISIL Research estimates  

Growth drivers 

Urbanisation and migration of population to urban regions to drive growth 

Urbanisation is one of India’s most important economic growth drivers as it will drive substantial 

investments in the country, which, in turn, is expected to lead to job creation, development of 

modern consumer services and increased ability to mobilise savings. The country’s urban population 

has been rising consistently over the decades. In 1950, it was 17% of total population. As per the 

2018 revision of World Urbanization prospects, the proportion of urban population in India was 

estimated at 34% as of 2020. This is expected to reach 37% by 2025, which will drive growth in the 

domestic remittances market in the times to come. 

Urban population as a percentage of total population (%) 

 

Note: P - Projected 

Source: Census 2011, World Urbanization Prospects: The 2018 Revision (UN)  

Revival of economy to aid remittances 

According to the first advance estimates released by the National Statistical Office (NSO) in January 

2022, India’s GDP growth is expected to clock 9.2% in fiscal 2022 after declining in fiscal 2021 . 

Further improvement in activities such as infrastructure and real estate development will see 

labourers returning back to city to take up their jobs. This is expected to result in a rebound in 

remittance services in the medium term. 

Improvement in financial system infrastructure to drive remittances 

According to the G20 National Remittance Plans of 2019, India is committed to increase remittances 

market competitiveness, improve financial infrastructure and pursue policies to reduce remittance 

rates. Thus, the government is expected to continue to focus towards deepening of financial 

infrastructure in the remote parts of the countries through product innovation and harnessing of 

new technologies. This will enhance the outreach of payments systems including remittances service, 

through active participation and co-operation with regional players for establishing standard 

protocols for larger systemic benefit. For example, within a short span of time, we have witnessed 
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UPI becoming a very popular payment system, across platforms and applications due to strong 

government focus, increase in use cases, and the convenience offered. 

Emphasis on Direct benefit transfer (DBT) by the government  

The transfer of government subsidies and payments directly into the bank accounts of beneficiaries 

has helped cut out middlemen and enable better targeting of subsidies. The DBT scheme has 

achieved greater effectiveness with the help of Jan Dhan accounts. The government is targeting to 

bring all government schemes gradually under the ambit of DBT, which will cut leakages and 

improve the transparency in the system. Customers availing of government subsidies, on their part, 

will be required to avail of remittance services to withdraw funds deposited into their accounts 

instead of relying on unorganised middlemen. Till February 18, 2021, the government has 

transferred more than Rs 4.7 trillion in fiscal 2022 through 312 schemes.  

 
Note: YTD data includes funds transferred up to February 18, 2022 

Source: DBT, CRISIL Research 

 

Growing BC penetration and emergence of newer channels for remittance 

The channels use for remittance vary largely as companies use channels like NEFT, IMPS, RTGS, PPIs 

and new modes of payments like NPCI’s enabled Aadhaar enabled payment system (AePS). Much 

of the domestic remittance in India currently happens through agents or touchpoints who acts as 

business correspondent (BCs) for banks and provide a range of basic banking services. As more and 

more payment based fintechs are entering the industry, digital wallets are increasingly becoming 

popular for P2P transactions. Compared to traditional methods, they’re also faster, cheaper and 

convenient. Sending money from one digital wallet to another account is instantaneous, wherein 

the sender just require the phone number of the recipient. The recipient can link the mobile wallet 

for credit directly into the bank account or cash out the remittance at any other convenient time.  

Revenue model of service providers in the remittance business  

The market for domestic remittance was once dominated by India Post and a multitude of informal 

service providers. However, over the past decade, the banks have developed various models to 

provide remittance services and acquire a larger share of this market opportunity. Domestic money 

remittance (DMR) enables a walk in customer to transfer funds to any bank account, anywhere in 

the country. The customer just has to deposit the amount to be transferred to the DMR agent or 
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the agent at the banking touchpoint, who would then transfer the amount using NEFT or IMPS to 

the beneficiary.  The majority of the costs associated with the remittance is towards API usage and 

commission paid to the agents who facilitate the transactions. The customer can also choose to 

remit funds directly through the mobile based platform using the phone number of the beneficiary.  

The revenue source for the DMR providers is primarily dependent on the volume of transaction. 

They earn a fee, which is paid by the sender. The domestic remittance charges are set as an absolute 

amount, which varies across different slabs of amount transferred. Overall, as a proportion of the 

amount remitted, the charges vary between 0.5-1.0% of the fund transferred. The scale of operations 

of the DMR providers, availability of touchpoints, trust and convenience offered to the customer is 

also forms a critical part of the remittance business. 

Players in the domestic money transfer business compete on the basis of reach, ease of access for 

the customer, convenience as well as fees charged. While banks have a strong presence in the 

market, non-banks also have created a strong positioning for themselves by catering to customers 

who are relatively unserved or underserved through the banking channel and those seeking ease 

of access to domestic money transfer services through a trusted partner near their locations. For 

example, Ebix’s money transfer service is available at over 2.6 lakh retail touch points from Tier I to 

Tier IV cities. Ebix has a franchise-based retail network; these franchise owners are trained to offer 

convenient transfer of money into the recipient’s bank account at a convenient time even beyond 

banking hours.  

Pre-paid instruments gaining traction over the years 

As per RBI definition, PPIs are instruments that facilitate the purchase of goods and services, conduct 

of financial services, enable remittance facilities, etc., against the value stored therein. These 

instruments have been in the market since 2002, but its usage has been limited to gift cards, foreign 

exchange cards and meal cards (Eg: Sodexo cards) for general usage.   While consumers have 

benefitted from this convenient payment option, the merchants have also adopted PPIs due to 

relatively lower cost associated in setting up infrastructure and processing payments. Over last few 

years, transactions through pre-paid instruments have recorded a high growth in terms of volume 

as well as value. In fiscal 2021, transaction volume through these instruments reached 4.9 billion 

amounting to Rs 1.97 trillion. 

In April 2021, RBI announced making interoperability mandatory for full KYC PPIs and for all 

acceptance infrastructure and also allowed cash withdrawals from full KYC PPIs. In order to 

incentivize the migration of PPIs to full-KYC, the RBI also increased the upper limit that customers 

can store in PPIs from the earlier level of Rs. 1,00,000 to Rs 2,00,000. In addition, PPIs will also have 

access to NEFT and RTGS channels. While these measures are expected to enhance the functionality 

of wallets, the requirement of full KYC may continue to limit the uptake of PPIs. Players also will 

have put in place appropriate incentives and use-cases to propel PPI adoption. 

RBI’s measures to enhance the functionality of PPIs  
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Source: CRISIL Research 

Owing to the increasing penetration of smartphones and internet, India has witnessed significant 

growth in the e-commerce industry in the last decade, which has catalyzed the growth of online 

payments using prepaid instruments. The growth has also been driven by demonetization and the 

government’s encouragement towards cashless economy. In addition to this, increasing number of 

organized retailers has also contributed to the growth of the prepaid instruments market in India. 

The prepaid cards market has gained traction over the last few years. During the second wave of 

Covid-19 pandemic, value of transactions done through prepaid cards exhibited strong growth. In 

terms of volume as well, growth in transactions in December 2021 compared to December 2020 is 

quite strong at 138%. Going forward, the pre-paid cards market is expected to witness strong 

growth with increasing penetration of financial services, internet, and e-commerce industry.  

Transaction volumes indicate rising traction towards pre-paid cards 
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Note: Data on Prepaid cards are only those that are processed by card networks. 

Source: RBI – Daily settlement data on Payment Systems, CRISIL Research 

Pre-paid card transactions value on a rise; high growth witnessed during second wave of 

pandemic 

  

Note: Data on Prepaid cards are only those that are processed by card networks. 

Source: RBI – Daily settlement data on Payment Systems, CRISIL Research 

Amongst players compared in the prepaid instrument business, EbixCash (with HDFC Bank) and Axis 

Bank have a tie-up with Visa, Mastercard and Rupay to offer prepaid cards, which has increased 

their coverage of market to all the local merchants, which accept debit cards as a payment option. 

Key players in this segment include EbixCash, Qwikcliver, Zaggle and Sodexo. 

Enablers for growth in digital transactions 

In India, the Central Bank has been the primary enabler of digital transactions in India. Over the 

years, it has laid emphasis on the development of digital payment ecosystem, right from 
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conceptualisation, to execution and propelling investments in technology to enable the customer 

to transact in a seamless manner while addressing security concerns. This, along with rising internet 

penetration, increasing usage of cards, acceptance and adoption of various payments infrastructure 

and e-commerce platforms and changing consumer behaviour is expected to enable and drive 

digital transactions in the country. 

Continuous rise in retail spending on goods 

Retail spending on goods and services in India has grown at a 5 year CAGR of 10% between fiscal 

2015 and fiscal 2020. But, in fiscal 2021, retail consumption saw a hit due to the implementation of 

nationwide lockdown. However, CRISIL Research expects retail spending to gradually recover in 

fiscal 2022, on account of low base, full year of store operations and waning impact of the pandemic. 

In the long run, retail spending is expected to reach Rs. 91 trillion by fiscal 2025, contributing to 

the digital payments growth in the country. 

Overall retail spending to grow at ~11-13% CAGR between fiscal 2021 and fiscal 2025 

 

Note:  P: Projected 

Source: CRISIL Research 

Ecommerce spending to drive digital transactions 

The Indian e-commerce sector has had a phenomenal run in the recent past. The sector has 

managed to attract consumers and has grown at a ~35% CAGR from Rs. 0.38 trillion fiscal 2015 to 

Rs. 1.72 trillion in fiscal 2020 on the back of rising internet penetration, increasing awareness of 

online shopping, penetration into tier 2 and tier 3 with the help of assisted model (where e-

commerce firms tie up with merchants to cater customers) and lucrative deals offered by well-

established players and start-ups. As a proportion of total organised retail (organised brick and 

mortar stores and e-commerce), the share of e-commerce has jumped from 9% in FY15 to 24% in 

FY20. In fiscal 2021, the e-retailing business is estimated to have grown by ~12%. Going forward, 

CRISIL Research expects e-commerce sector to grow at a four year CAGR of ~24% to reach close 

to Rs 4.5 trillion by fiscal 2025, which will necessitate the growth of digital payments in the country. 

E-retail continue to grow at a CAGR of ~23-25% between fiscal 2021 and fiscal 2025 
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Note: P: Projected 

Source: CRISIL Research 

Increase in cards and POS terminal to augment digital transactions 

Over the last decade, the usage of debit and credit cards in India has increased substantially. 

Between fiscal 2011 and 2021, the number of debit cards issued in the country has increased from 

230 million to 898 million, while issued credit cards has increased from 20 million to 62 million. As 

more cards are getting issued, there has been a growth in the acceptance infrastructure as well. As 

of March 2020, the POS infrastructure in the country has more than doubled over the past 5 years 

to reach 4.4 million terminals, which further increased to 4.7 million terminals at end of fiscal 2021. 

CRISIL Research expects this trend to continue, resulting in an increase in digital transactions. 

Deployment of POS terminals to continue to reach ~12 million by FY2025 

 

Note: P: Projected 

Source: RBI, CRISIL Research 

Low penetration of per-capita digital payments transactions 

According to Bank of International Settlements (CY 2019), non-cash payments transactions volume 

per capita in India is the lowest compared to other countries; which presents a strong headroom 

for growth. The government has taken multiple initiatives to give a fillip to digitalisation in the 

country. This includes biometric identification of all Indian citizens through the Aadhaar programme, 

financial inclusion initiatives, launch of UPII and other digital payment systems and giving a push 

to online tax filings. 

Number of non-cash payments transactions per capita, per annum (CY 2019) 
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Source: Bank of International Settlements, CRISIL Research 

 

Products like contactless and digital cards to enable greater digital transactions 

Introduction of contactless cards has enabled users to just tap and pay for transactions under Rs 

2,000 by using the card at a contactless payment machine. Payment service providers are exploring 

innovative payment infrastructure by leveraging host card emulation (HCE) for secure near field 

communication (NFC) payment transactions. This will enable customers to easily use their cards on 

their NFC enabled smartphones to make contactless payments. The card issuers are also innovating 

and have introduced digital or virtual cards in the last one year. The digital card arrives in the 

individual’s mobile application and has features like Touch ID or Face ID for authentication, which 

increases the convenience of transactions on e-commerce and other platforms. Further, significant 

growth in users over the last decade for payment apps and wallets such as PayTM, MobiKwik, and 

PhonePe are also enabling digital transactions in the ecosystem. 

Regulatory moves to also spur gradual shift from cash to digital payments  

Digital financial services (DFS) lies at the heart of financial inclusion in India. Despite the 

government’s effort to create interconnected digital infrastructure, the adoption of DFS, especially 

in rural India, is marred by digital literacy, which has a direct impact on the acceptance of digital 

products. The lack of trust in technology, limited awareness, inadequate payment infrastructure, and 

poor network connectivity has restricted digital transactions and discouraged people from using 

these payment modes. As a result, cash is still a preferred mode of payment in rural India. In the 

past, lack of documents has been a big deterrent in weaning rural customers away from traditional 

banking services. However, AePS has helped address this and rural citizens are now carrying out 

basic digital transactions using their biometric ID and AADHAR.  

In January 2021, RBI announced the creation of Payment Infrastructure Development Fund (PIDF) 

to boost digital payments in Tier 3 cities to Tier 6 cities. PIDF has a corpus of Rs. 3.45 billion, of 

which Rs. 2.5 billion is from RBI and the remaining from authorised cards networks in India. This 

fund will be used to subsidize banks and non-banks for deployment of payment infrastructure for 

those merchants, who still doesn’t have access to POS machines. This move is also expected to 

encourage deployment of point of sale infrastructure, improve digital payments and provide better 

access of financial services in under penetrated or unpenetrated areas.  

Offline payments mechanism to drive the push for digital transactions 
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While payment companies have been acquiring merchants and pushing them to move to digital 

payments platform, the RBI is prodding payment companies to develop offline solutions to help 

overcome network constraints, which has inhibited the spread of digital transactions particularly in 

rural areas. Offline payments are transactions that are either processed without a data connection 

or where the transaction is recorded offline and processed at a different point of time. In the offline 

mode using cards, the card details of the transaction are stored at the terminal which is used to 

generate a transaction response for receipt. Later, when the internet connection is established, the 

stored payment data is processed. Currently, NPCI has one such product – Unstructured 

Supplementary Services Data (USSD) in its repertoire, which allows non-internet based mobile 

devices (smartphones as well as basic mobile phones) to avail banking service by dialling 

option(*99#). But the product has not garnered traction, with just Rs 1.4 billion worth of transactions 

being recorded in fiscal 2021.  

In August 2020, the RBI proposed to allow a pilot scheme for small value payments in offline mode 

with built-in features for safeguarding the interest of users. Under this scheme, authorised Payment 

System Operators (PSOs) – banks and non-banks – were allowed to provide offline payment solution 

using cards, wallets or mobile devices for remote and proximity payments. Post the pilot testing, 

the Central Bank on January 3, 2022 introduced a framework for facilitating small value digital 

payments in the offline mode. Below are some of the key details on the framework.   

Parameter Details 

Channel of transaction • Any channel or instruments like cards, wallets, mobile devices, etc.  

• Transaction can be carried out in face to face mode only 

Cap on transaction size • Upper limit on transaction size of INR 200 

• The total amount that can be stored in any instrument for offline 

transaction cannot exceed INR 2,000  

Transaction security • Additional factor of authentication (AFA) not required 

• The issuer to send transaction alerts to payer and beneficiary after 

receiving the details of the transaction 

Grievance redressal 

mechanism 

• The acquirer/acquiring bank shall incur liabilities arising out of 

transaction security issues at merchant’s end 

• The customers will have recourse to Reserve Bank – Ombudsman 

scheme 

Source – RBI, CRISIL Research  

AePS transactions to grow at a fast pace between fiscal 2021 and 2025 

AADHAR Enabled Payment System (AePS) is a bank led model that uses Aadhaar authentication to 

allow interoperable transactions at Micro-ATMs (MATM) / POS terminals which was launched in 
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2016. Under this system, Aadhaar number is used not only to identify the beneficiary but also 

authenticate transactions. The financial services offered through AePS include cash withdrawal, cash 

deposit, balance enquiry, Aadhaar to Aadhaar fund transfer. The non-financial transactions include 

- demographic authentication, best finger detection (BFD) and e-KYC. Micro ATMs were introduced 

by NPCI to encourage cashless transaction in India.  

Over the past few years, AePS transaction over MATM has witnessed a strong growth, with 

transaction volumes increasing at a CAGR of 178% between fiscal 2017 and fiscal 2021. In terms of 

value, it has increased at a CAGR of 216% during the same period. The micro-ATMs have added 

impetus to the financial inclusion efforts as the banks can rely on the micro-ATM infrastructure to 

reach the unbanked and under-banked regions of the country, thereby allowing the customer to 

access secured banking facilities at their doorsteps. The micro-ATMs deployed in the country have 

also increased at a fast rate to reach 0.53 million as of October 2021 from 0.28 million as of May 

2020. The development also shows the government’s push towards digital technology for making 

banking services accessible to the masses. 

AePS transactions have seen an unprecedented and substantial surge in April 2020 in terms of 

transaction handled. In April 2020, AePS transaction volume and value increased by over 150% and 

45% over March 2020. This indicates that the outreach of the BC and micro-ATMs payment 

mechanism spread widely during and post the lockdown in the rural areas of the country. Direct 

Benefit Transfer Schemes (DBT) announced by the central government has also encouraged the 

rural populace to actively avail services to receive the cash supports transferred to their Aadhaar 

linked banked accounts. Further, the support from telecom operators to setup AePS infrastructure 

for last mile connectivity of BCs and micro-ATMs boosted enrolment numbers for use of AePS 

transactions.  

In fiscal 2021, AePS transactions (in value terms) rose by 92% to touch Rs 2,286 billion as compared 

to the same period last year. In H1FY22, AePS transactions volume has reached 534 million, 

registering a 2% growth as compared to same time in the last fiscal. AePS transaction value have 

also witnessed a growth of 35% to reach Rs. 1,455 billion as compared to Rs1,077 billion in H1FY21. 

Going forward, CRISIL Research expects AePS transactions volume and transactions value to grow 

at a 31% and 29% respectively between fiscal 2021 and fiscal 2025. Consequently, AePS transactions 

value are projected to touch Rs 6.4 trillion by fiscal 2025. The growth will be driven by increasing 

business correspondent and micro-ATM penetration to reach the remote regions of the country. 

Further, development of new use-cases and adoptions of steps such as biometric and iris 

authentication to curb transaction failures are also expected to drive transaction volumes and value 

in the coming years.  

AePS transactions volume to grow at 31% CAGR between fiscal 2021 and 2025 
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Note: P: Projected 

Source: NPCI, CRISIL Research 

AePS transactions value to grow at 29% CAGR between fiscal 2021 and 2025 

 

Note: P: Projected 

Source: NPCI, CRISIL Research 

Players in the AePS compete on the basis of the strength and depth of their retail network, ease of 

access to the customer, trust and relationships developed with the customer, and the fees charged.  
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B2B Cash Management Service (CMS) 

 

Market overview 

A cash management service can be explained as automated cash management solutions that help 

in managing the inflow and outflow of cash. Players in this industry have leveraged their deep 

distribution network in under banked regions to develop a cash management system for periodical 

(eg: monthly / quarterly) collection of cash for NBFCs/ MFIs/ Cab aggregators. The CMS enables 

faster realisation of funds at a reduced cost for these NBFCs / MFIs and customers to easily deposit 

their periodical repayments/ EMIs. By providing additional services like cash withdrawals, remittances 

and payments along with cash management services, the CMS providers balance their cash flows. 

In an ideal model, cash-in equals cash-out and the cash flows are perfectly balanced.  

A typical process involves a customer going to any CMS provider’s outlet to deposit the cash/ EMI 

by providing some loan details like mobile number or loan number, based on which the transaction 

is done. The same process also applies to agents of NBFCs and MFIs who can deposit the collected 

cash at a service provider’s outlet instead of travelling to a bank branch for depositing the collected 

cash, resulting in reduced costs of collection for these institutions. The financial institutions thus 

serviced by CMS providers pay a fee in exchange for these repayment collection transactions 

enabled by CMS providers. This cash management fee forms the revenue for CMS providers. The 

cash management charges are estimated to be in the range of 0.5-1.0% of the collections amount. 

Key players present in the cash management services market include Fino Payments Bank and Ebix. 

Typical cash management transaction 

 

Source: CRISIL Research 
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High proportion of cash based repayments of MFIs and NBFCs will support CMS growth 

While adoption of digital payment modes has been increasing in the country, the semi-urban and 

rural areas are still quite underpenetrated as far as digital payment modes are concerned, owing to 

lack of awareness and lower literacy levels leading to higher cash intensity. NBFCs and MFIs focused 

towards these geographical segments and those targeting customers with relatively poor financial 

literacy therefore deploy collection agents and/or deploy their own teams to collect repayment of 

loans due from their customers. CRISIL Research estimates that in fiscal 2021, cash collections as a 

proportion of overall NBFC retail credit repayments is around 28-30%, slightly lower as compared 

to 31-33% in fiscal 2018. This reduction in fiscal 2021 can be attributed to local restriction amid 

Covid, local increasing awareness, usage and penetration of electronic and digital modes of 

payments. Although the proportion of cash collections in the total repayments received by NBFCs 

and MFIs has reduced, the amount of repayment collection in cash, in absolute terms, is estimated 

to have increased from Rs 1.2-1.4 trillion in fiscal 2018 to Rs 1.7-1.9 trillion in fiscal 2021. This 

increase can be attributed to the growth in the loan book of NBFCs in the preceding years and 

higher cash collections in loan segments like microfinance loans, two wheeler loans, commercial 

vehicle loans, gold loans and MSME loans.  

Loan repayment collection in cash for NBFCs and MFIs (In Rs. Trillion) 

 
Source: CRISIL Research estimates 
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4. Trend in global travel and tourism industry 

Tourism industry accounted for 10.4% of global GDP in 2019 and 5.5% in 2020 

While nations across the world announced lockdowns to contain the spread of the Covid-19 

pandemic, the measures implemented worldwide have shattered the travel and tourism sector. While 

the overall world economy fell 3.7%, travel and tourism GDP declined by a significant 49.1% to USD 

4,498 billion in 2020. As of 2019, domestic travel continued to generate the majority of global travel 

and tourism expenditure (accounting for 71.7% of the total global spending), with the remaining 28.3% 

from international visitors. In 2020, the share of domestic travel increased to 82%, while that of 

international spending reduced to 18% amid Covid-19-led restrictions on international travelling. The 

domestic visitor spending reduced 45%, while the international spending declined 69.4%, resulting in 

increased share of domestic spending.  

Travel and tourism is a catalyst for economic recovery and growth and was responsible for 330 million 

jobs globally in 2019. Over the past five years (2014-2019), one in four of new jobs across sectors 

and industries worldwide, is estimated to have been in travel and tourism. The continued rise in the 

number of middle-class households, sustained low unemployment rates, and visa relaxations in 

several countries globally enabled the sector’s growth till 2019, surpassing the global economic 

growth for the ninth consecutive year. However, the share of travel and tourism in global GDP 

dropped from 10.4% in 2019 to 5.5% in 2020 due to travel restrictions amid the pandemic. Asia-

Pacific, Caribbean, Europe, the Middle East and Africa were the most affected regions with a 50-58% 

decline in travel and tourism GDP, while Latin and North America were relatively less affected with a 

41-42% decline.  

 

 

Source: World Travel and Tourism Council (WTTC), CRISIL Research 

P: Projected  
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Trend in Business & Leisure Spending  

 

Source: World Travel and Tourism Council (WTTC), CRISIL Research 

 

Share of Leisure travel spending increased from 77% in 2015 to 82% in 2020 while share of business 

spending declined from 23% to 18% on account of restricted travel movements because of covid 19. 

Popularity of workation, weekend breaks and staycation translated into some demand for the leisure 

segment during 2020 and 2021. Business spending is expected to improve in the medium term as 

corporate travel resumes. However, currently on going travel restrictions on account of the 

Omnicron variant of coronavirus remain a key monitorable. 

Recovery in the global travel and tourism industry will be led by domestic spending in the initial years 

including 2021 and 2022 followed by international spending in 2022 and 2023. Increased rate of 

vaccinations, easing of travel restrictions and pet up travel demand to result in 4-6% CAGR growth 

between 2019 to 2025. 
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Key regions travels and tourism contribution to GDP 

 

Source: World Travel and Tourism Council (WTTC), CRISIL Research 

Southeast Asia: Brunei Darussalam, Cambodia, Indonesia, Laos, Malaysia, Myanmar, Philippines, Singapore, 

Thailand, Vietnam 

Middle East: Bahrain, Iran, Iraq, Israel, Jordan, Kuwait, Lebanon, Oman, Qatar, Saudi Arabia, Syria, United Arab 

Emirates, Yemen 

North Africa: Algeria, Egypt, Libya, Morocco, Tunisia 

 

 

 

Travel and Tourism Contribution 

to GDP  
2019 (US$ Billion) 2020 (US$ Billion) CAGR 20 - 22P 

Southeast Asia  381 180.1 20-25% 

Middle East & North Africa  334 161.6 25-30% 

Source: World Travel and Tourism Council (WTTC), CRISIL Research 

Southeast Asia: Brunei Darussalam, Cambodia, Indonesia, Laos, Malaysia, Myanmar, Philippines, Singapore, 

Thailand, Vietnam 

Middle East: Bahrain, Iran, Iraq, Israel, Jordan, Kuwait, Lebanon, Oman, Qatar, Saudi Arabia, Syria, United Arab 

Emirates, Yemen 

North Africa: Algeria, Egypt, Libya, Morocco, Tunisia 

 

Thailand, Philippines and Indonesia combined formed almost 70% share of total travel and tourism 

contribution in Southeast Asia in 2019. The overall travel and tourism contribution to GDP in 

Southeast Asia declined from 381 US$ Billion in 2019 to 180 US$ Billion in 2020 on account of travel 

restrictions because of covid 19. Growth in the region is expected to be driven by improvement in 

leisure travel segment.   

 

In the MENA (Middle East and North Africa) region, Middle East and North Africa accounted for 81% 

and 19% of total travel and tourism contribution in MENA region in 2019. 
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Source: World Travel and Tourism Council (WTTC),year 2019 

Southeast Asia: Brunei Darussalam, Cambodia, Indonesia, Laos, Malaysia, Myanmar, Philippines, Singapore, 

Thailand, Vietnam 

Middle East: Bahrain, Iran, Iraq, Israel, Jordan, Kuwait, Lebanon, Oman, Qatar, Saudi Arabia, Syria, United Arab 

Emirates, Yemen 

North Africa: Algeria, Egypt, Libya, Morocco, Tunisia 
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A snapshot of the travel market in India 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Notes: 1. E: Estimated P: Projected 2. For gross bookings, CRISIL Research has considered airline ticketing 

(domestic and international), hotels (room revenues across premium, mid-market and budget accommodations) 

and railway ticketing (long distance train ticketing) segments of the travel industry in India. The market size 

includes tickets booked through offline and online modes and is estimated at the gross bookings level (defined as 

the total amount paid by customers for travel services and products booked through the company and/or agency, 

including taxes, fees and other charges, and these are net of cancellations, discounts and/or refunds). CRISIL 

Research has not included bus bookings under Indian travel industry in this section. 

3. For estimating the online travel agency (OTA) industry, CRISIL Research has considered net revenue i.e. 

typical commissions earned across segments (defined as gross bookings less procurement costs of relevant 

services and products for sale). 

Travel industry in India  

Overview of travel market in India  
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4. Business-to-customer (B2C) category includes direct or retail customers; business-to-business (B2B) category 

includes corporate clients and travel agents. 

5. Online travel industry includes bus bookings revenue, along with flight, rail and hotel bookings 

Source: Industry interactions, CRISIL Research 

 

 

 

The Indian travel industry is expected to grow at 4-6% CAGR, expanding to Rs 3,210-3,230 billion in 

fiscal 2025 from Rs 2,470-2,490 billion in fiscal 2020, driven by development of tourism infrastructure, 

rising income levels translating to higher discretionary spending on travel and tourism, and increase in 

frequency of travel for business and leisure purposes. Online penetration within the industry is 

expected to reach 71-72% in fiscal 2025. As a result, the online travel market in India is estimated to 

grow to Rs 2,270- 2,290 billion in fiscal 2025 from Rs 1,480-1,500 billion in fiscal 2020, or at 8-10% 

CAGR. Within the online travel market, share of online travel agencies (OTAs) is expected to increase 

faster in comparison with captive players.  

The OTA industry in India in gross booking revenue terms is estimated to grow at 9-11% CAGR 

between fiscals 2020 and 2025 to Rs 1,590-1,610 billion. In net revenue terms, it is likely to grow at 9-

11% to Rs 130- 150 billion by fiscal 2025, driven by changing customer preferences and technological 

advancements. Within the OTA market, the business-to-business (B2B) category is expected to grow 

faster than the business-to-customer (B2C) category through fiscal 2025. The B2B category is 

estimated to grow at 11-13% CAGR to Rs 60-62 billion in fiscal 2025 from Rs 33-37 billion in fiscal 

2020.  

Review of the travel market in India 

Indian travel industry to grow at 4-6% CAGR between fiscals 2020 and 2025 

The Indian travel industry was estimated at Rs 1,590-1,610 billion in fiscal 2015. Led by a growing 

economy, geographical and cultural diversity, and various government initiatives, the Indian travel 

industry grew at 8-10% CAGR between fiscal 2015 to 2020, to a size of Rs 2,470-2,490 billion. The 

growth momentum is expected to continue. We expect the industry to grow annually by 4-6% to Rs 

3,210-3,230 billion by fiscal 2025, driven by development of tourism infrastructure, rising income 

levels translating to higher discretionary spending on travel and tourism, increase in frequency of 

travel business and leisure purposes, reforms in visa and increase in connectivity across means of 

transport. 
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Trend and outlook for Indian travel industry 

 

Notes: 1. E: Estimated P: Projected 2. Market size for the Indian travel industry has been estimated at gross 

bookings. The Indian travel industry size does not include bus bookings, as total bus booking industry is largely 

unorganised. 3. Market size estimates take into consideration Covid-19 impact. FY21 market impacted due to 

COVID-19 

Source: CRISIL Research 

Air travel to retain majority share in Indian travel market as of fiscal 2025 

Trend in and outlook on segment-wise share in the Indian travel market 

 

Notes: 1. E: Estimated P: Projected 2. The Indian travel industry size does not include bus bookings, as total bus 

booking industry is largely unorganised. 3. Market size estimates take into consideration Covid-19 impact. 4. The 

numbers above the bar charts represent total Indian travel market for that year 

Source: CRISIL Research 
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Review of the online ticketing market in India  

Indian online ticketing market to grow at 8-10% CAGR between fiscals 2020 

and 2025 

The Indian online ticketing market was estimated at Rs 1,480-1,500 billion in fiscal 2020, more than 

doubling from Rs 670-690 billion in fiscal 2015. This translates to ~16-18% CAGR through these 

years. The growth could be attributed largely to the increasing penetration of internet and smart 

phones. Growth in share of low-cost airlines and increasing popularity of online railway ticket booking 

system owing to its convenience have further supported the growth. Hence, the Indian online ticketing 

market is estimated to register a 8-10% CAGR growing to Rs 2,270-2,290 billion in fiscal 2025. While 

increasing penetration of internet and smart phones will continue to aid growth in the medium to long 

term, the pent up demand after Covid 19 will support growth in the near term.  

That said, the industry also faces some challenges. Concern about security of travellers’ personal 

information and online financial frauds are the key concerns that require to be addressed effectively in 

order to ensure seamless transition from offline to online channels.  

Trend in and outlook on the online ticketing industry in India 

 

Notes: 1. E: Estimated P: Projected 2. Online ticketing industry includes bus bookings revenue along with flight, 

rail and hotel bookings. FY21 market impacted due to COVID-19 

Source: CRISIL Research 
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Airline ticketing accounts for a dominant share in the Indian online ticketing 

industry 

Sub-segments within online ticketing market over FY20-25 (based on gross revenue) 

 
Notes: 1. E: Estimated P: Projected 2. The numbers to the right of the bar charts represent total online ticketing 

market for that year 

Source: Industry interactions, CRISIL Research  

 

Overview of the Indian OTA market  

CRISIL Research defines OTAs as companies that specialise in sale of travel-related products and 

services such as booking of air tickets, hotel rooms, travel packages, bus tickets and railway tickets 

through their websites and applications.  These are typically third-party agents reselling products and 

services provided/organised by others for an agreed commission. While estimating the OTA industry 

size, CRISIL Research has considered net revenue i.e. typical commissions earned across segments, 

defined as gross bookings less procurement costs of relevant services and products for sale. 

It must be noted that metasearch engines function as search engines for travel needs across multiple 

sources and showcase them for ease of comparison. But a key difference between OTAs and 

metasearch engines is that the latter typically do not sell any inventory. 

CRISIL Research has not included metasearch engines while estimating the Indian OTA industry. 

Indian OTA market in gross bookings revenue terms expected to grow at 11-

13% CAGR from fiscals 2020 to 2025 

Based on gross booking revenue, CRISIL Research estimates Indian OTA market grew at 21-23% 

CAGR from Rs 350-360 billion as of fiscal 2015 to Rs 960-980 billion as of fiscal 2020, driven by rapid 

growth in affordable access to internet, rising internet penetration, growing awareness and comfort 

with online transactions, competitive prices offered by OTA players to attract consumers, and growing 

network of service providers on OTA platforms. The uptrend is estimated to continue in the medium 

term, with the market expected to grow at 9-11% CAGR to Rs 1,590-1,610 billion by fiscal 2025. 
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Indian OTA industry’s growth trend and outlook (based on gross booking revenue) 

  

Note: E: Estimated, P: Projected 

Market sizing of the Indian OTA industry is based on gross booking revenues, inclusive of bus booking revenue 

Source: CRISIL Research 

Indian OTA industry in net revenue terms expected to expand at 9-11% CAGR 

from fiscals 2020 to 2025 

The Indian OTA industry is estimated at Rs 85-87 billion as of fiscal 2020, growing from Rs 23-25 

billion at an estimated 28-30% CAGR from fiscal 2015. OTA platforms have gained popularity and 

acceptance driven by the rapid spread of internet services, smartphone usage and by providing a 

one-stop shop for travel-related bookings at competitive price points. The platforms have invested in 

technology to become more user friendly, which have helped them gain customer loyalty. Tie-ups with 

various banking and payment channels have ensured competitive pricing across segments. Going 

forward, the industry is expected to gain further traction as online bookings across segments 

increase. CRISIL Research estimates the industry to grow at 9-11% CAGR to Rs 130-150 billion by 

fiscal 2025 driven by changing customer preferences and technological advancements.  
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Indian OTA industry’s growth trend and outlook (based on net revenue) 

 

Notes: 1. E: Estimated, P: Projected 2. Market size estimates of the Indian OTA industry is based on net revenue, 

inclusive of bus booking revenue 

CRISIL Research has considered net revenues i.e. typical commissions earned across segments (defined as 

gross bookings less procurement costs of relevant services and products for sale). 

Source: CRISIL Research 

Air ticketing comprised dominant share of Indian OTA industry as of fiscal 

2020  

Segment-wise share in Indian OTA market, FY20 (based on net revenue) 

 
Source: CRISIL Research 
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B2B (business to business) share to reach 38-48% in fiscal 2025 

The OTA industry in India largely caters to two different categories of customers – retail customers 

under the B2C category and corporate clients and travel agents under the B2B category. Both 

segments vary in terms of booking requirements and rates offered. 

 B2C or business to customer: The largest category of customers of OTAs is the direct or retail 

customers who use the platforms for bookings. The rates offered to them are listed on the 

website/application. Apart from the OTAs’ discounts, they also receive certain rebates from 

banking and payment partners to promote higher usage of credit/debit cards and payment 

gateways 

 B2B or business to business: This model includes corporate clients and travel agents. The 

requirements of corporates are different from those of retail customers on account on 

cancellations, rescheduling, fixed budget allocated for the year on travel, shorter time-frame for 

bookings, etc. This requires a dedicated service component and OTAs typically have a separate 

team to serve this segment. This segment also includes TTAs, who, instead of investing in their 

own digital platforms, chose to collaborate with OTAs to reduce operational costs and to stay 

relevant in the increasingly digital era. Such TTAs typically do not operate on a fixed cost and 

inventory from airline companies or hotel chains and instead use OTA platforms to process the 

bookings.  

Share of customer categories in overall OTA industry (based on net revenue)  

   
 

 

Source: Industry interaction, CRISIL Research 
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Key players in the online travel market in India (Operational parameters) 

 

Note: 

1. Operational parameters for Ebix Cash are inclusive of operations in six countries: India, Singapore, 
Indonesia, Philippines, UAE and Thailand.  
For all other players the numbers are only for India.  

2. As of December 31, 2020, as per the company’s investor presentation 
3. As of October 31, 2021; Headcount/ Commercial team includes on- roll and off- roll independent consultants. 
4. MMT Includes 100 corporate accounts for Q2T (Quest to travel) and about 1000 key accounts and 15000 

small and medium enterprises from MyBiz program as per quarterly earnings  call transcripts 
5. Yatra Includes 700 large corporate clients and 41,000 SMEs as per investor presentation  

*.  Customers for: Easy Trip Planners Ltd: Defined as registered customers, i.e., customers that have provided 
their unique mobile number and/ or e-mail address, as applicable, on the company’s website and mobile 
applications MakeMyTrip Ltd: Defined as transacted customers (life to date) till the end of a given period as per 
company presentations Yatra Online, Inc: Defined as cumulative customers (excluding B2B business) as per 
company presentation. Ebix Cash: unique registered users as per company website  

 

 

 

 

 

 

 

 

 

 

Key Players 
Year of 

commencement 
of business 

Company 
headquarters 

Gross 
Booking 
Revenue 

FY 20 
(Rs 

Billion)  

Gross 
Booking 
Revenue 

FY 21 
(Rs 

Billion)  

Number of 
customers 
as of FY21 

(million)
*
 

Number 
of 

agents 
FY21 

Corporate 
Clients 
FY21 

Employee 
count 
(nos.) 
FY21  

Ebix Cash 
Travels1 

NA  
Noida,  
Uttar Pradesh  

66 NA  6 5,17,000 17,900 801 

Easy Trip 
Planners 
Ltd. 

2008 New Delhi 42 21.3 10.32 59,274 12,505 374 

MakeMyTrip 
Ltd. 

2000 
Gurugram, 
Haryana   

432 121.4 51 11,000 16,1004 3,256 

TBO Tek 
Limited 

2006 
Gurugram, 
Haryana   

121.6 30.8 NA  NA  NA  1200+3 

Yatra 
Online, Inc. 

2005 
Gurugram, 
Haryana   

85.3 14.7 11.71 27,000 41,7005 10,067 
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5.Overview of Education industry in India 

K-12 occupies a major share in the overall education industry 

In India, the education industry can broadly be classified into two categories: formal and non-formal. 

The formal category comprises K-12 school education, and higher education (including graduation 

and post-graduation courses). The formal category is heavily regulated by the government and profits 

earned here cannot be distributed to the providers of capital as dividend or otherwise. The non-formal 

category largely comprises segments such as pre-schools, coaching and test prep, vocational 

training, digital education, and publishing.  

K-12 is an abbreviation wherein K represents Kindergarten education and 12 stands for 12th standard 

which together constitute the primary and secondary education in India. The K-12 industry comprises 

private aided and unaided, public/government and digital education segments. While the government 

provides support to the public and private aided segments in the form of financial and non-financial 

aid, the private unaided segment is run and managed wholly by trusts/societies and private entities.  

India’s education industry (Fiscal 2021) 

 

Note: The share of K-12 mentioned above if from private aided and unaided and public/government segments  

Source: CRISIL Research 
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Outlook of K-12 industry in India 

Market size of K12 to be driven by enrollments in private unaided sector, 
restricted by limited/ no fee hike in FY22 

The overall K-12 industry has grown at a CAGR of 7-9% from FY18 to FY21 to ~Rs 3,300 to 3,800 

billion, primarily driven by the growth of the private unaided segment. 

Average spend per student in private schools (private unaided) is as high as 6-7 times that in public 

schools and 1.2-1.5 times that in private aided schools, as per the National Sample Survey 

Organisation (NSSO) Survey 2014 report. Going forward, we expect the gap to be in a similar range. 

This, coupled with rising private share in enrollments has marked the increasing share of the private 

unaided segment. 

Private players typically are characterised by good liquidity position and are likely to be unaffected. 

However, the HRD minister has advised schools not to increase fees during pandemic and most of 

the institutes have not increased fees for the academic year of FY22 too. The institutes have also 

provided flexile fee plans to parents during the pandemic period. Hence, management of funds while 

managing the delay in fee payments and additional cost due to online mode of education is critical. 

Going forward, during FY21 to FY23, we expect the growth to be at 5 to 10% CAGR leading to 

industry reaching Rs 4,200 to 4,700 billion in FY23. 

Trend and outlook for K-12 industry  

 
Note:  

 E: Estimated P: Projected 

 the above graph of K-12 market size includes private aided and unaided and public/government segments 

Source: CRISIL Research 
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Key growth drivers in K-12 education  

Rapid urbanisation 

India’s average annual urban population growth rate was almost double its overall population growth 

rate. Urban areas offer more job opportunities and higher pay. They provide better access to quality 

education inducing people to spend more on education. There are more schools in proximity to 

households in urban than in rural areas, resulting in higher enrollments and lower drop-outs.  

 

Low penetration in education gives room for growth and expansion 

India has low education penetration compared with the world, as indicated by low literacy rate and 

gross enrollment ratio (GER) across various grades. To address this lacuna, India will have to invest 

in educational institutes. CRISIL estimates the GERs at the overall K-12 level at 78.5% in 2020-21, 

which is significantly lower than that for other developing countries such as Brazil, China, Russia, and 

South Africa, which are in the range of 95-100% (United Kingdom's GER is higher than 100%). This 

provides for an opportunity of expansion in the K-12 industry. 

 

K-12: Number of institutions and segment's GER

 

Note: GER: Gross enrollment ratio; GER is the total enrollment in a specific level of education expressed as a percentage of the 
eligible school-age population to the number of students actually enrolled. 

Source: DISE, CRISIL Research 
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Outlook of digital education industry in India 

As per CRISIL Research, players in digital learning witnessed high growth in FY21 as many students 

explored this option in first few months of lockdown. CRISIL Research estimates the digital education 

industry in India to be worth about Rs 110-160 billion as of fiscal 2021.   

Over the period, digital education’s share is projected to rise in private schools. In contrast, demand 

for digital education from government schools is expected to decline, as players reduce their 

exposure to this low-margin segment. The e-learning segment’s revenue will outpace the other two 

segments as penetration cost declines with the decrease in the cost of high-speed internet access 

and smart devices, and the growth of online test prep and app-based learning. 

Going forward, the overall digital education segment is expected to reach Rs. 300-350 billion by fiscal 

2023 growing at CAGR of 50-60% from fiscal 2021. 

Trend and outlook of Indian digital education industry 

 

Note:  

E: Estimated P: Projected 

Source: CRISIL Research 

 

Key growth drivers and challenges in digital education industry 

Growth drivers in the industry 

Increasing internet penetration 

Internet and broadband penetration in India has sustained a rapid pace. The rising number of internet 

subscribers in the country is a positive sign for the digital education industry. The pandemic is 

expected to have further fueled the need for digital education as schools were shut down during the 

period. 
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Rising household spending on education 

Rising disposable income increases spending by households in all categories, but education has 

particularly benefitted from the rise. Households earmark a large portion of their monthly income for 

securing quality education for their children. According to NSSO reports, the average education 

expenditure per student has grown at a CAGR of 18% during 2008 and 2014 at a relatively faster 

pace than the growth in the incomes. 

Demographic profile 

By 2025, a significant share of India's population will be in working age group. As per UN world 

population prospects 2019, more than 38% of India's population is aged under 19, suggesting 

mammoth demand for education at all stages. The working age population, which is above 19 years, 

is expected to grow to ~0.85 billion by the end of 2025 growing at a CAGR of 1.5% from 2020.  

Gamification / incentive-based learning  

In order to increase adoption of digital education, Edtech players are using gamification techniques 

including incentive based learning. 

Introduction of content in regional languages 

Introduction of content in regional languages is helping Edtech players reach out to a larger audience 

 

Major challenges in the industry 

Abundance of free content 

With increased access to internet, a lot of educational content has been available online at free of 

cost. Platforms have free tutorials on wide array of topics that are provided by the e-learning at a cost 

basis. This availability of free content hinders the penetration of e-learning platforms as the availability 

of such content gets higher traction from the students 

Preference towards traditional means of education 

In spite of the growth in digital education in India, traditional means of education such as schools is 

still acts as the preferred choice. In addition, sometimes digital or online education is considered to be 

a substitute to the traditional education. This makes harder for the ed-tech companies which offer 

online course content to attract the customers towards their products or offerings. 
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Policies and Regulations in the Education industry 

National Education policy 2020  
 
The National Education Policy 2020 (NEP) lays down a high-level roadmap and goals for the country, 
for the next 20 years: “To achieve universal access to quality education”. This requires the 
development of digital infrastructure and the use of technology for access to and aiding learning. India 
is committed to attain Sustainable Development Goals by 2030 - the United Nations Sustainable 
Development Goal (SDG) 4 for Education requires countries to ensure “Inclusive and equitable quality 
education and promote lifelong learning opportunities for all”. The key principles of NEP 2020 are as 
follows:  

 Respect for Diversity & Local Context: In all curriculum, pedagogy, and policy 

 Equity & Inclusion: As the cornerstone of all educational decisions 

 Community Participation: Encouragement and facilitation for philanthropic, private and 
community participation 

 Focus: On regular formative assessment for learning. • Use of Technology: In teaching and 
learning, removing language barriers, for Divyang students, and in educational planning and 
management.  

 Emphasise Conceptual Understanding: Rather than rote learning and learning-for-exams.  

 Unique Capabilities: Recognising, identifying them in each student.  

 Critical Thinking and Creativity: To encourage logical decision-making and innovation. 

 Teachers and Faculty at the Heart of the Learning Process: Their recruitment, continuous 
professional development and service conditions.  

 A Light but Tight Regulatory Framework 
 
 
National Digital Educational Architecture (NDEAR) 
 

In the Union Budget 2021-22, the Indian government established the National Digital Educational 
Architecture (NDEAR) to strengthen digital infrastructure and support activities related to 
education planning. The NDEAR aims to offer distinct education ecosystem architecture for 
advancement of digital infrastructure in the country and guarantee autonomy of stakeholders, 
especially states and UTs. 
 

DIKSHA (Digital Infrastructure for Knowledge Sharing) 
 
DIKSHA is a national platform for school education, an initiative of the National Council for Education 
Research and Training (NCERT), MoE. DIKSHA was developed based on the core principles of open 
architecture, open access, open licensing, diversity, choice and autonomy as outlined in the Strategy 
and Approach Paper for the National Teacher Platform.2 DIKSHA was launched by the Honourable 
Vice President of India, Shri Venkaiah Naidu, on Sept 5th, 2017 and has since been adopted by 35 
States/ UTs across, as well as by CBSE, NCERT and crores of learners and teachers.3 

 

SWAYAM 

 

SWAYAM is a programme initiated by the Government of India and designed to achieve the three 
cardinal principles of education policy: access, equity and quality. This is done through a platform that 
facilitates hosting of all the courses, taught in classrooms from Class 9 till post-graduation. This can be 
accessed by anyone, anywhere, at any time. All the courses are interactive, prepared by the best 
teachers in the country and are available, free of cost to any learner. 
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PM eVidya 

 

PM eVidya programme was announced in May 2020 with the objective to unify efforts across physical/ 
digital education & enable equitable multi-modal access. 
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6. Competitive Landscape 

Data in this section is obtained from publicly available sources, including annual reports and investor 

presentations of listed players, regulatory filings, rating rationales, and/or company websites.  

In this section, we have compared EbixCash with players across various segments such as payment 

solutions and financial services, travel solutions and technology solutions, given the diversity in 

offerings and revenue streams of the company. 

Offerings across key competitors considered  

 Payment Solutions & Financial Services Travel Solutions 
Technology 
Solutions 

Key Players 

Remittance Payments 

Fore
x 

Airport 
Retail 

Insurance 
Broking and 
distribution 

B2C B2B 
Travel 

Insurance 
Financial 
Services 

Travel 
Services Inwar

d 
Outw
ard 

DMT / 
CMS 

Pre-Paid 
Instrument 
Business 

Bill 
Payments 

EbixCash 
Limited 

                      

Axis Bank*                  

HDFC 

Bank* 
                 

One97 
Communicat
ions Limited 

                      

One 
Mobikwik 
Systems 
Limited 

                     

Pinelabs 
Private 
Limited 

                     

Qwikcliver 
Solutions 
Private 
Limited 

                      

Zaggle 
Prepaid 
Ocean 
Services 
Private 
Limited 

                     

Unimoni 
Financial 
Services 
Limited 

                 

Sodexo 
India 
Services 
Private 
Limited 

                     

Paul 
Merchants 
Limited 

                  

Nearby 
Technologie
s Private 
Limited 

                     

Fino 
Payments 
Bank 

                   

Supreme 
Securities 
Limited 

                    

Wall Street 
Finance 
Limited 

                    

Prithvi 
Exchange 
(India) 
Limited 
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 Payment Solutions & Financial Services Travel Solutions 
Technology 
Solutions 

Key Players 

Remittance Payments 

Fore
x 

Airport 
Retail 

Insurance 
Broking and 
distribution 

B2C B2B 
Travel 

Insurance 
Financial 
Services 

Travel 
Services Inwar

d 
Outw
ard 

DMT / 
CMS 

Pre-Paid 
Instrument 
Business 

Bill 
Payments 

Transcorp 
International 
Limited 

                  

BFC Forex 
and 
Financial 
Services 
Private 
Limited 

                    

India Post                     

Muthoot 
Fincorp 
Limited 

                   

Thomas 
Cook (India) 
Limited 

 
   

 


     

Easy Trip 
Planners 
Limited 

        
     

MakeMyTrip 
Limited. 

     


      


TBO Tek 
Limited 

       
     



Yatra 
Online, Inc 

        
     

3i Infotech 
Limited 

          
 

 

Nucleus 
Software 
exports 
Limited 

          
 

 

Rategain 
Travel 
Technologie
s Limited 

            


IRCTC 
Limited 

        
     

Note: 

 DMT: Domestic Money transfer, CMS: Cash Management Services; 

 * : Freecharge and Payzapp which offer bill payment services are considered as a part of Axis Bank and HDFC Bank 

respectively. 

Source: CRISIL Research, company filings, company website 

 

Key observations 

 Among the peer set considered, EbixCash has the most diversified portfolio amongst non-

banks with a wide range of products and services across payment solutions & financial 

services, travel solutions and technology solutions segment. This enables it to offer various 

services such as payments, travel, forex and remittances under one roof through a combination 

of technology and physical distribution to customers. 
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Financials for key competitors considered  

1. Revenue  
 

Players 
Revenue (In Rs billion) CAGR %  

(FY19-FY21) 
FY19 FY20 FY21 

EbixCash Limited  18.9 21.7 41.5 48% 

One 97 Communications Limited (PayTM) 35.8 35.4 31.9 (6)% 

One Mobikwik Systems Limited* 1.3 3.3 2.9 50% 

Unimoni Financial Services Limited* 3.2 3.1 1.7 (27)% 

Paul Merchants Limited^ 1.0 1.3 1.3 11% 

Nearby Technologies Private Limited 2.7 5.3 6.3 51% 

Fino Payments Bank* 3.7 6.9 7.9 46% 

Supreme Securities Limited^ 0.8 1.1 0.9 9% 

Wall Street Finance Limited 0.3 0.4 0.2 (7)% 

Prithvi Exchange (India) Limited 0.1 0.1 0.0 (34)% 

Transcorp International Limited^ 0.3 0.4 0.3 4% 

BFC Forex and Financial Services Private 
Limited* 0.1^ 0.1 0.1 1% 

Thomas Cook (India) Limited 66.8 69.2 8.5 (64)% 

Easy Trip Planners Limited 1.0 1.4 1.1 3% 

MakeMyTrip Limited. 34.0 36.3 12.2 (40)% 

TBO Tek Limited 4.4 5.7 1.4 (43)% 

Yatra Online, Inc 9.6 7.3 1.3 (63)% 

3i Infotech Limited 11.3 7.1 6.2 (26)% 

Nucleus Software Exports Limited 4.8 5.2 5.2 3% 

Rategain Travel Technologies Limited 2.6 4.0 2.5 (1)% 

IRCTC Limited* 18.9 22.9 8.0 (35)% 

Note:  

 Makemytrip values are converted to INR at following conversion rates 

 2019: 1 USD = 69.229 

 2020: 1 USD = 70.897 

 2021: 1 USD = 74.225 

 Increase in operating income for Ebixcash in FY21 can be majorly attributed to increase in prepaid instruments and 

others segment of the company 

 NM - Not meaningful 

 * : Standalone financials 

 ^ Net sales considered as revenue 

Source: CRISIL Research, company website, company filings, RBI 

Key observations 

 In Fiscal 2021, amongst the peer set considered, EbixCash had the highest revenue of Rs 41.5 

billion followed by One97 Communications (Rs 31.9 billion) and MakeMyTrip (Rs 12.2 billion). 

The increase in revenues of EbixCash in fiscal 2021, a year that was heavily impacted on 

account of Covid-19, is largely attributable to a change in product focus, with the company 

focusing more on the prepaid cards segment with business from other segments going down. 

 Over fiscal 2019 and 2021, EbixCash had the third highest CAGR of 48% in terms of revenue 

after Nearby Technologies (51%) and One Mobikwik Systems (50%). 
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 In Fiscal 2020, amongst the peer set considered, Thomas Cook had the highest revenue of Rs 

69.2 billion followed by MakeMyTrip (Rs 36.3 billion) and One97 Communications (Rs 35.4 

billion). EbixCash ranked fifth with Rs 21.7 billion in revenues. 

 

2. Profit After Tax  

Players 
Profit After Tax (In Rs billion) CAGR %  

(FY19-FY21) FY19 FY20 FY21 

EbixCash Limited 4.58 2.42 2.43 (27)% 

One 97 Communications Ltd (PayTM) (17.01) (29.42) (42.26) NM 

One Mobikwik Systems Limited* (1.26) (1.02) (1.08) NM 

Unimoni Financial Services Limited* 0.09 (0.25) (0.10) NM 

Paul Merchants Limited 0.22 0.26 0.33 23% 

Nearby Technologies Private Limited 0.10 (0.03) 0.19 41% 

Fino Payments Bank* (0.62) (0.32) 0.20 NM 

Supreme Securities Limited 0.14 0.23 0.21 21% 

Wall Street Finance Limited 0.00 (0.01) (0.05) NM 

Prithvi Exchange (India) Limited 0.02 0.02 (0.02) NM 

Transcorp International Limited (0.10) (0.10) (0.05) NM 

BFC Forex and Financial Services Private 
Limited* 0.01 0.00 0.00 (59)% 

Thomas Cook (India) Limited 0.89 (0.18) (2.95) NM 

Easy Trip Planners Limited 0.24 0.33 0.61 59% 

MakeMyTrip Limited. (11.74) (31.73) (4.16) NM 

TBO Tek Limited 0.26 0.73 (0.34) NM 

Yatra Online, Inc (1.30) (0.84) (1.19) NM 

3i Infotech Limited 0.71 0.71 4.59 # 154% 

Nucleus Software Exports Limited 0.75 0.89 1.18 26% 

Rategain Travel Technologies Limited 0.11 (0.20) (0.29) NM 

IRCTC Limited* 3.08 5.27 1.89 (22)% 

Note:  

 Makemytrip values are converted to INR at following conversion rates 

 2019: 1 USD = 69.229 

 2020: 1 USD = 70.897 

 2021: 1 USD = 74.225 

 # For 3i infotech limited, higher net profit in fiscal 2021 is due to exceptional items generated from sale of business and 

IPR 

 NM - Not meaningful 

 * : Standalone financials 

Source: CRISIL Research, company website, company filings, RBI 

Key observations 

 EbixCash ranked second in terms of profit after tax with Rs 2.42 billion and Rs 2.43 billion in 

fiscal 2020 and 2021 respectively.  While IRCTC ranked first in Fiscal 2020 at Rs 5.3 billion, 3i 

Infotech ranked first in Fiscal 2021 at Rs 4.6 billion. The jump in profits of 3i Infotech in fiscal 

2021 was because of exceptional income earned during the year. 
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3. Earnings Before Interest, Tax, Depreciation and Amortization (EBITDA) 

Players 
EBITDA (In Rs billion) CAGR %  

(FY19-FY21) FY19 FY20 FY21 

EbixCash Limited 4.78 4.37 4.43 (4)% 

One 97 Communications Ltd (PayTM) (13.83) (23.74) (40.18) NM 

One Mobikwik Systems Limited* (1.18) (0.89) (0.99) NM 

Unimoni Financial Services Limited* NM NM NM NM 

Paul Merchants Limited 0.29 0.43 0.52 35% 

Nearby Technologies Private Limited 0.14 (0.03) 0.27 39% 

Fino Payments Bank* (9.90) (0.22) 0.30 NM 

Supreme Securities Limited 0.24 0.33 0.30 12% 

Wall Street Finance Limited 0.02 0.02 (0.04) NM 

Prithvi Exchange (India) Limited 0.04 0.03 (0.02) NM 

Transcorp International Limited (0.07) (0.04) 0.01 NM 

BFC Forex and Financial Services Private 
Limited* 0.01 0.01 0.00 -39% 

Thomas Cook (India) Limited 2.42 2.48 (2.68) NM 

Easy Trip Planners Limited 0.08 0.22 0.55 167% 

MakeMyTrip Limited. (8.50) (8.66) (1.74) NM 

TBO Tek Limited 0.38 0.94 (0.11) NM 

Yatra Online, Inc (1.53) (0.12) (0.47) NM 

3i Infotech Limited 1.65 0.57 0.78 (32)% 

Nucleus Software Exports Limited 1.07 1.31 1.69 26% 

Rategain Travel Technologies Limited 0.28 0.87 0.19 NM 

IRCTC Limited* 4.71 7.92 2.77 (23)% 

 

Note:  

 Makemytrip values are converted to INR at following conversion rates 

 2019: 1 USD = 69.229 

 2020: 1 USD = 70.897 

 2021: 1 USD = 74.225 

 NM - Not meaningful 

 * : Standalone financials 

Source: CRISIL Research, company website, company filings, RBI 

Key observations 

 Amongst the peer set considered, EbixCash ranked first in terms of EBITDA with Rs 4.43 billion 

in fiscal 2021. 
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4. EBITDA Margin and PAT Margin 

 
 

Players 

EBITDA Margin (%) PAT Margin (%) 

FY19 FY20 FY21 FY19 FY20 FY21 

EbixCash Limited 24.8 19.8 10.5 24.3 11.2 5.8 

One 97 Communications Limited (PayTM) (38.6) (67.1) (126.1) (47.5) (83.1) (132.6) 

One Mobikwik Systems Limited* (90.3) (27.2) (34.0) (96.5) (31.2) (36.9) 

Unimoni Financial Services Limited* NM NM NM 2.7 (7.9) (5.8) 

Paul Merchants Limited^ 28.0 32.2 41.0 21.6 19.8 26.4 

Nearby Technologies Private Limited 5.1 (0.5) 4.3 3.5 (0.6) 3.0 

Fino Payments Bank* (266.9) (3.2) (3.8) (16.8) (4.6) 2.6 

Supreme Securities Limited^ 30.6 30.1 32.3 18.4 20.9 22.7 

Wall Street Finance Limited 6.5 4.0 (18.3) 0.4 (1.4) (22.5) 

Prithvi Exchange (India) Limited 37.4 28.3 (44.0) 22.3 18.5 (39.3) 

Transcorp International Limited^ (27.2) (10.3) 2.6 (38.5) (24.4) (17.0) 

BFC Forex and Financial Services Private 
Limited* 

10.3^ 6.0 3.8 7.3^ 3.2 1.2 

Thomas Cook (India) Limited 3.6 3.6 (30.8) 1.3 (0.3) (34.7) 

Easy Trip Planners Limited 6.8 14.2 46.4 23.7 23.3 57.0 

MakeMyTrip Limited. (24.7) (23.7) (13.1) (34.5) (87.5) (34.0) 

TBO Tek Limited 8.5 16.3 (7.0) 6.0 12.8 (24.1) 

Yatra Online, Inc (15.9) (1.6) (33.5) (13.5) (11.4) (93.4) 

3i Infotech Limited 14.5 7.9 11.1 6.3 10.0 74.3# 

Nucleus Software Exports Limited 20.8 23.7 30.6 15.4 17.1 22.8 

Rategain Travel Technologies Limited 10.4 19.1 7.3 4.2 (5.0) (11.2) 

IRCTC Limited* 24.1 33.7 31.9 16.2 23.0 23.8 

Note: 

 # For 3i infotech limited, higher net profit margin in fiscal 2021 is due to exceptional items generated from sale of 

business and IPR 

 NM - Not meaningful 

 * : Standalone financials 

 ^ Net sales considered as revenue 

Source: CRISIL Research, company website, company filings, RBI 
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About CRISIL Limited 

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making 

markets function better. 

It is India’s foremost provider of ratings, data, research, analytics and solutions with a strong track 

record of growth, culture of innovation, and global footprint. 

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 

customers through businesses that operate from India, the US, the UK, Argentina, Poland, China, 

Hong Kong and Singapore. 

It is majority owned by S&P Global Inc, a leading provider of transparent and independent 

ratings, benchmarks, analytics and data to the capital and commodity markets worldwide. 

About CRISIL Research 

CRISIL Research is India's largest independent integrated research house. We provide insights, 

opinion and analysis on the Indian economy, industry, capital markets and companies. We also 

conduct training programs to financial sector professionals on a wide array of technical issues. We 

are India's most credible provider of economy and industry research. Our industry research covers 

86 sectors and is known for its rich insights and perspectives. Our analysis is supported by inputs 

from our large network sources, including industry experts, industry associations and trade 

channels. We play a key role in India's fixed income markets. We are the largest provider of 

valuation of fixed income securities to the mutual fund, insurance and banking industries in the 

country. We are also the sole provider of debt and hybrid indices to India's mutual fund and life 

insurance industries. We pioneered independent equity research in India, and are today the 

country's largest independent equity research house. Our defining trait is the ability to convert 

information and data into expert judgments and forecasts with complete objectivity. We leverage 

our deep understanding of the macro-economy and our extensive sector coverage to provide 

unique insights on micro-macro and cross-sectoral linkages. Our talent pool comprises 

economists, sector experts, company analysts and information management specialists. 

CRISIL Privacy Notice 

CRISIL respects your privacy. We may use your contact information, such as your name, address, 

and email id to fulfil your request and service your account and to provide you with additional 
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information from CRISIL. For further information on CRISIL’s privacy policy please visit 

www.crisil.com/privacy. 

Disclaimer 

CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing 

this Report based on the information obtained by CRISIL from sources which it considers reliable 

(Data). However, CRISIL does not guarantee the accuracy, adequacy or completeness of the Data / 

Report and is not responsible for any errors or omissions or for the results obtained from the use 

of Data / Report. This Report is not a recommendation to invest / disinvest in any company 

covered in the Report. CRISIL especially states that it has no financial liability whatsoever to the 

subscribers/ users/ transmitters/ distributors of this Report. CRISIL Research operates 

independently of, and does not have access to information obtained by CRISIL’s Ratings Division / 

CRISIL Risk and Infrastructure Solutions Limited (CRIS), which may, in their regular operations, 

obtain information of a confidential nature. The views expressed in this Report are that of CRISIL 

Research and not of CRISIL’s Ratings Division / CRIS. No part of this Report may be published / 

reproduced in any form without CRISIL’s prior written approval 
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