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FINANCIAL SERVICES OFFERED IN INDIA 

 

INTRODUCTION 

 

India is diverse and comprehensive financial services industry is growing rapidly, owing to 

demand drivers (higher disposable incomes, customized financial solutions, etc.) and supply 

drivers (new service providers in existing markets, new financial solutions and products, etc.). 

The Indian financial services industry comprises several key subsegments. These include, but 

are not limited to- mutual funds, pension funds, insurance companies, stock-brokers, wealth 

managers, financial advisory companies, and commercial banks- ranging from small domestic 

players to large multinational companies. The services are provided to a diverse client base- 

including individuals, private businesses and public organizations.  

India has a diversified financial sector undergoing rapid expansion, both in terms of strong 

growth of existing financial services firms and new entities entering the market. The sector 

comprises commercial banks, insurance companies, non-banking financial companies, co-

operatives, pension funds, mutual funds and other smaller financial entities. The banking 

regulator has allowed new entities such as payment banks to be created recently, thereby adding 

https://www.investindia.gov.in/sector/bfsi-fintech-financial-services
https://www.investindia.gov.in/sector/bfsi-insurance


to the type of entities operating in the sector. However, financial sector in India is 

predominantly a banking sector with commercial banks accounting for more than 64% of the 

total assets held by the financial system. 

 

 

 

 

 

 

 

 



 

 

 

The Government of India has introduced several reforms to liberalise, regulate and enhance 

this industry. The Government and Reserve Bank of India (RBI) have taken various measures 

to facilitate easy access to finance for Micro, Small and Medium Enterprises (MSMEs). These 

measures include launching Credit Guarantee Fund Scheme for MSMEs, issuing guideline to 

banks regarding collateral requirements and setting up a Micro Units Development and 

Refinance Agency (MUDRA). With a combined push by Government and private sector, India 

is undoubtedly one of the world's most vibrant capital markets. 

 

 

MARKET SIZE 

 

As of August 2021, AUM managed by the mutual funds industry stood at Rs. 36.59 trillion 

(US$ 492.77 billion) and the total number of accounts stood at 108.5 million. In May 2021, the 

mutual fund industry crossed over 10 crore folios. Inflow in India's mutual fund schemes via 

systematic investment plan (SIP) were Rs. 96,080 crore (US$ 13.12 billion) in FY21. Equity 

mutual funds registered a net inflow of Rs. 8.04 trillion (US$ 114.06 billion) by end of 

December 2019. 

 

Another crucial component of India’s financial industry is the insurance industry. Insurance 

industry has been expanding at a fast pace. The total first year premium of life insurance 

companies reached Rs. 2.59 lakh crore (US$ 36.73 billion) in FY20. 



Furthermore, India’s leading bourse, Bombay Stock Exchange (BSE), will set up a joint 

venture with Ebix Inc to build a robust insurance distribution network in the country through a 

new distribution exchange platform. 

 

 

In FY21, US$ 4.25 billion was raised across 55 initial public offerings (IPOs). In FY21, the 

number of listed companies on the NSE and BSE were 1,920 and 5,542, respectively. 

 

 

According to the statistics by the Futures Industry Association (FIA), a derivatives trade 

association, the National Stock Exchange of India Ltd. (NSE) emerged as the world’s largest 

derivatives exchange in 2020 in terms number of contracts traded. NSE was ranked 4th 

worldwide in cash equities by number of trades as per the statistics maintained by the World 

Federation of Exchanges (WFE) for CY2020. 

 

 

Financial services offered in India are as follows; 

1. BANKING 

The banking industry is the backbone of India’s financial services industry. The country has 

several public sector (27), private sector (21), foreign (49), regional rural (56) and urban/rural 

cooperative (95,000+) banks. The financial services offered in this segment include: 

 Individual Banking (checking accounts, savings accounts, debit/credit cards, etc.) 

 Business Banking (merchant services, checking accounts and savings accounts for 

businesses, treasury services, etc.) 

 Loans (business loans, personal loans, home loans, automobile loans, working-capital 

loans, etc.) 

 

The banking sector is regulated by the Reserve Bank of India (RBI), which monitors and 

maintains the segment’s liquidity, capitalization, and financial health. 

 

https://www.investindia.gov.in/sector/bfsi-banking


 

 

 

 

 

 

 

2. PROFESSIONAL ADVISORY  

India has a strong presence of professional financial advisory service providers, which offer 

individuals and businesses a wide portfolio of services, including investment due diligence, 

M&A advisory, valuation, real-estate consulting, risk consulting, taxation consulting. These 

offerings are made by a range of providers, including individual domestic consultants to large 

multi-national organizations.  

https://www.investindia.gov.in/team-india-blogs/foreign-direct-investments-top-50-countries-india-2014-20


 

 

 

 

 

 

 

 

 

 

 

 

3. WEALTH MANAGEMENT  

Financial services offered within this segment include managing and investing customers’ 

wealth across various financial instruments- including debt, equity, mutual funds, insurance 

products, derivatives, structured products, commodities, and real estate, based on the clients’ 

financial goals, risk profile and time horizons.  



 

 

 

 

 

 

4. MUTUAL FUNDS 

Mutual fund service providers offer professional investment services across funds that are 

composed of different asset classes, primarily debt and equity-linked assets. The buy-in for 

mutual fund solutions is generally lower compared to the stock market and debt products. These 

products are very popular in India as they generally have lower risks, tax benefits, stable returns 

and properties of diversification. The mutual funds segment has witnessed double-digit growth 

in assets under management over the last five years, owing to its popularity as a low-risk wealth 

multiplier. 

 

 

https://www.investindia.gov.in/team-india-blogs/foreign-direct-investments-top-50-countries-india-2014-20


 

 

 

 

 

 

 

 

 

 



5. INSURANCE  

Financial services offerings in this segment are primarily offered across two categories: 

 General Insurance (automotive, home, medical, fire, travel, etc.) 

 Life Insurance (term-life, money-back, unit-linked, pension plans, etc.) 

Insurance solutions enable individuals and organizations to safeguard against unforeseen 

circumstances and accidents. Payouts for these products vary across the nature of the product, 

time horizons, customer risk assessment, premiums, and several other key qualitative and 

quantitative aspects. In India, there is a strong presence of insurance providers across life 

insurance (24) and general insurance (39) categories. The insurance market is regulated by the 

Insurance Regulatory and Development Authority of India (IRDAI).  

 

 

 

 

 



6. STOCK MARKET 

The stock market segment includes investment solutions for customers in Indian stock markets 

(National Stock Exchange and Bombay Stock Exchange), across various equity-linked 

products. The returns for customers are based on capital appreciation – growth in the value of 

the equity solution and/or dividends – and pay-outs made by companies to its investors. 

 

 

 

 

 

 

 

https://www.investindia.gov.in/team-india-blogs/foreign-direct-investments-top-50-countries-india-2014-20


7. TREASURY/DEBT INSTRUMENTS  

Services offered in this segment include investments into government and private organization 

bonds (debt). The issuer of the bonds (borrower) offers fixed payments (interest) and principal 

repayment to the investor at the end of the investment period. The types of instruments in this 

segment include listed bonds, non-convertible debentures, capital-gain bonds, GoI savings 

bonds, tax-free bonds, etc. 

 

 

 

 

 

 

 

 

8. TAX/AUDIT CONSULTING 

This segment includes a large portfolio of financial services within the tax and auditing domain. 

This services domain can be segmented based on individual and business clients. They include: 

 Tax – Individual (determining tax liability, filing tax-returns, tax-savings advisory, etc.) 

https://www.investindia.gov.in/team-india-blogs/foreign-direct-investments-top-50-countries-india-2014-20


 Tax – Business (determining tax liability, transfer pricing analysis and structuring, GST 

registrations, tax compliance advisory, etc.) 

In the auditing segment, service providers offer solutions including statutory audits, internal 

audits, service tax audits, tax audits, process/transaction audits, risk audits, stock audits, etc. 

These services are essential to ensure the smooth operation of business entities from a 

qualitative and quantitative perspective, as well as to mitigate risk. You can read more 

about taxation in India. 

 

 

 

 

 

 

 

 

 

 

 

https://www.investindia.gov.in/taxation


9. CAPITAL RESTRUCTURING 

These services are offered primarily to organizations and involve the restructuring of capital 

structure (debt and equity) to bolster profitability or respond to crises such as bankruptcy, 

volatile markets, liquidity crunch or hostile takeovers. The types of financial solutions in this 

segment typically include structured transactions, lender negotiations, accelerated M&A and 

capital raising.  

 

 

 

 

 

10. PORTFOLIO MANAGEMENT 

This segment includes a highly specialized and customized range of solutions that enables 

clients to reach their financial goals through portfolio managers who analyze and 

optimize investments for clients across a wide range of assets (debt, equity, insurance, real 

estate, etc.). These services are broadly targeted at HNIs and are discretionary (investment only 

at the discretion of fund manager with no client intervention) and non-discretionary (decisions 

made with client intervention).  

https://www.investindia.gov.in/team-india-blogs/foreign-direct-investments-top-50-countries-india-2014-20


 

 

 

11. LEASE FINANCING 

A lease is an agreement under which a firm acquires a right to make use of a capital asset like 

machinery etc. on payment of an agreed fee called lease rentals. The person (or the company) 

which acquires the right is known as lessee. He does not get the ownership of the asset. He 

acquires only the right to use the asset. The person (or the company) who gives the right is 

known as lessor.  

 



 

 

12. HIRE PURCHASE AND CONSUMER CREDIT 

Hire purchase is an alternative to leasing. Hire purchase is a transaction where goods are 

purchased and sold on the condition that payment is made in instalments. The buyer gets only 

possession of goods. He does not get ownership. He gets ownership only after the payment of 

the last instalment. If the buyer fails to pay any instalment, the seller can repossess the goods. 

Each instalment includes interest also.  

 

 

 



 

 

 

13. BILL DISCOUNTING 

Discounting of bill is an attractive fund based financial service provided by the finance 

companies. In the case of time bill (payable after a specified period), the holder need not wait 

till maturity or due date. If he is in need of money, he can discount the bill with his banker. 

After deducting a certain amount (discount), the banker credits the net amount in the customer’s 

account. Thus, the bank purchases the bill and credits the customer’s account with the amount 

of the bill less discount. On the due date, the drawee makes payment to the banker. If he fails 

to make payment, the banker will recover the amount from the customer who has discounted 

the bill. In short, discounting of bill means giving loans on the basis of the security of a bill of 

exchange.  

 

 



 

 

14. VENTURE CAPITAL 

Venture capital simply refers to capital which is available for financing the new business 

ventures. It involves lending finance to the growing companies. It is the investment in a highly 

risky project with the objective of earning a high rate of return. In short, venture capital means 

long term risk capital in the form of equity finance.  

 

 

 



 

 

 

 

15. HOUSING FINANCE 

Housing finance simply refers to providing finance for house building. It emerged as a fund 

based financial service in India with the establishment of National Housing Bank (NHB) by 

the RBI in 1988. It is an apex housing finance institution in the country. Till now, a number of 

specialised financial institutions/companies have entered in the filed of housing finance. Some 

of the institutions are HDFC, LIC Housing Finance, Citi Home, Ind Bank Housing etc  

 

 

 

 



 

 

 

 

 

16. FACTORING 

Factoring is an arrangement under which the factor purchases the account receivables (arising 

out of credit sale of goods/services) and makes immediate cash payment to the supplier or 

creditor. Thus, it is an arrangement in which the account receivables of a firm (client) are 

purchased by a financial institution or banker. Thus, the factor provides finance to the client 

(supplier) in respect of account receivables. The factor undertakes the responsibility of 

collecting the account receivables. The financial institution (factor) undertakes the risk. For 

this type of service as well as for the interest, the factor charges a fee for the intervening period. 

This fee or charge is called factorage.  



 

 

 

 

17. FORFAITING 

Forfaiting is a form of financing of receivables relating to international trade. It is a non-

recourse purchase by a banker or any other financial institution of receivables arising from 

export of goods and services. The exporter surrenders his right to the forfaiter to receive future 

payment from the buyer to whom goods have been supplied. Forfaiting is a technique that helps 

the exporter sells his goods on credit and yet receives the cash well before the due date. In 

short, forfaiting is a technique by which a forfaitor (financing agency) discounts an export bill 

and pay ready cash to the exporter. The exporter need not bother about collection of export bill. 

He can just concentrate on export trade.  



 

 

 

 

18. MERCHANT BANKING 

Merchant banking is basically a service banking, concerned with providing non-fund based 

services of arranging funds rather than providing them. The merchant banker merely acts as an 

intermediary. Its main job is to transfer capital from those who own it to those who need it. 

Today, merchant banker acts as an institution which understands the requirements of the 

promoters on the one hand and financial institutions, banks, stock exchange and money markets 

on the other. SEBI (Merchant Bankers) Rule, 1992 has defined a merchant banker as, “any 

person who is engaged in the business of issue management either by making arrangements 

regarding selling, buying or subscribing to securities or acting as manager, consultant, advisor, 

or rendering corporate advisory services in relation to such issue management”.  



 

 

 

 

 

 

 



19. CREDIT RATING 

Credit rating means giving an expert opinion by a rating agency on the relative willingness and 

ability of the issuer of a debt instrument to meet the financial obligations in time and in full. It 

measures the relative risk of an issuer’s ability and willingness to repay both interest and 

principal over the period of the rated instrument. It is a judgement about a firm’s financial and 

business prospects. In short, credit rating means assessing the creditworthiness of a company 

by an independent organisation.  

A credit rating is a measurement of a person or business entity's ability to repay a financial 

obligation based on income and past repayment histories. Usually expressed as a credit score, 

banks and lenders use a credit rating as one of the factors to determine whether to lend money. 

 

A credit rating is an opinion of a particular credit agency regarding the ability and willingness 

an entity (government, business, or individual) to fulfill its financial obligations in 

completeness and within the established due dates. A credit rating also signifies the likelihood 

a debtor will default. 

 

Credit ratings are generally expressed using a letter-based system or alphanumeric system with 

symbols, for example A-, AA+, AAA, A1+, A1- etc. 

 

7 Different Kinds of Credit Rating are Listed Below; 

 (1) Bond/debenture rating: 

 (2) Equity rating: 

 (3) Preference share rating: 

 (4) Commercial paper rating: 

 (5) Fixed deposits rating: 

 (6) Borrowers rating: 

 (7) Individuals rating: 

 



 

 

 

 

 

 

 



20. STOCK BROKING 

Stock broking has emerged as a professional advisory service. Stock broker is a member of a 

recognized stock exchange. He buys, sells, or deals in shares/securities. It is compulsory for 

each stock broker to get himself/herself registered with SEBI in order to act as a broker. As a 

member of a stock exchange, he will have to abide by its rules, regulations and bylaws.  

 

 

 

 

 

 



 

 

21. CUSTODIAL SERVICES 

The services provided by a custodian are known as custodial services (custodian services). 

Custodian is an institution or a person who is handed over securities by the security owners for 

safe custody. Custodian is a caretaker of a public property or securities. Custodians are 

intermediaries between companies and clients (i.e. security holders) and institutions (financial 

institutions and mutual funds). There is an arrangement and agreement between custodian and 

real owners of securities or properties to act as custodians of those who hand over it. The duty 

of a custodian is to keep the securities or documents under safe custody. The work of custodian 

is very risky and costly in nature. For rendering these services, he gets a remuneration called 

custodial charges. Thus custodial service is the service of keeping the securities safe for and on 

behalf of somebody else for a remuneration called custodial charges.  

 

 



 

 

 

22.  LOAN SYNDICATION 

Loan syndication is an arrangement where a group of banks participate to provide funds for a 

single loan. In a loan syndication, a group of banks comprising 10 to 30 banks participate to 

provide funds wherein one of the banks is the lead manager. This lead bank is decided by the 

corporate enterprises, depending on confidence in the lead manager. A single bank cannot give 

a huge loan. Hence a number of banks join together and form a syndicate. This is known as 

loan syndication. Thus, loan syndication is very similar to consortium financing.  

 

 

 



 

 

 

23. SECURITISATION (OF DEBT) 

Loans given to customers are assets for the bank. They are called loan assets. Unlike investment 

assets, loan assets are not tradable and transferable. Thus loan assets are not liquid. The problem 

is how to make the loan of a bank liquid. This problem can be solved by transforming the loans 

into marketable securities. Now loans become liquid. They get the characteristic of 

marketability. This is done through the process of securitization. Securitisation is a financial 

innovation. It is conversion of existing or future cash flows into marketable securities that can 

be sold to investors. It is the process by which financial assets such as loan receivables, credit 

card balances, hire purchase debtors, lease receivables, trade debtors etc. are transformed into 

securities. Thus, any asset with predictable cash flows can be securitised. 



 

 

 

 

 

 



24.  UNDERWRITING OF SHARES OR DEBENTURES 

‘Underwriting’ refers to the functions of an under-writer. An under-writer may be an 

individual, firm or a joint stock company, performing the under-writing function. Under-

writing may be defined as a contract entered into by the company with persons or institutions, 

called under-writers, who undertake to take up the whole or a portion of such of the offered 

shares or debentures as may not be subscribed for by the public. Such agreements are called 

‘Under-writing agreement’. 

A newly formed company enters into an agreement with an under-writer to the effect that he 

will take up shares or Debentures offered by it to the public but not subscribed for in fully by 

the public. Such an agreement may become necessary when a company issues shares or 

debentures for the first time to the public, or subsequently when it is in need of working capital. 

 

 

 

 

 



 

 

25.  INVESTMENT SERVICES 

“Investment services” is a general term used to describe a whole range of activities related 

to investments in financial instruments. Typically, the most common forms of investment 

services are the following: 

 The provision of investment advice whereby investors are provided with 

personal recommendations on the investments products that would be 

suitable for them (also known as an advisory service);The purchase or sale 

of financial products on an execution only basis (therefore without receiving 

investment advice); or 

 The provision of portfolio management services (collective or discretionary). 

 

 

 



 

 

 

 

26.  DEPOSITORY SERVICES 

Depository services are services in which the securities of investors are kept in an electronic 

form just as bank keeps all your cash in its account and provides all services related to the 

transaction of cash,similarly we help you out in performing the service through a demat 

account. 

 

A depository is a facility or institution, such as a building, office, or warehouse, where 

something is deposited for storage or safeguarding. Depositories may be organizations, banks, 

or institutions that hold securities and assist in the trading of securities. 

 



Services provided by the Depository Participants to the Stock Investor; 

 Opening a Demat account; 

 Dematerialization of securities, i.e. converting physical securities into electronic form; 

 Rematerialization of securities, i.e. converting electronic securities balances into 

physical form; 

 

At present, India has only two depositories: National Securities Depository Ltd (NSDL) and 

Central Depository Services Ltd (CDSL). NSDL is the first depository to have started in India, 

whereas CDSL followed them. However, most of the services offered by both these 

depositories are similar. Today almost all the companies listed in dematerialized form with 

NSDL are available with CDSL. 

 

 

 

 



 

 

 

 

27.  CREDIT CARD SERVICES 

Credit Card Services are any products, credit services and/or financial accommodations 

relating to credit cards and/or other cash management services previously, now, or hereafter 

provided to Borrower or any of its Subsidiaries by Lender or any Lender Affiliate. 

 

They can offer flexibility with your finances whether it's to help spread the cost of an expensive 

purchase, help with paying off debts, building your credit score, or even earning cashback and 

rewards. 



Credit card is a thin rectangular piece of plastic or metal issued by financial institutions, 

which lets you borrow funds from a pre-approved limit to pay for your purchases. The limit is 

decided by the institution issuing the card based on your credit score and history. 

 

 

 

 

 

 



28.  FOREIGN EXCHANGE MANAGEMENT 

Foreign exchange management requires its participants to enter the market to deliver and 

accept currencies at fluctuating exchange rates. From there, individuals may either hold foreign 

currency in reserve to make payments or return overseas profits back home in the form of 

domestic banknotes. 

 

 

 

 

 



 

 

 

 

 

 

 

 



Government Initiatives on Financial Services; 

 On September 30, 2021, the Reserve Bank of India communicated that the 

applicable average base rate to be charged by non-banking financial company - 

micro finance institutions (NBFC-MFIs) to their borrowers for the quarter beginning 

October 1, 2021, will be 7.95%. 

 On September 30, 2021, the IFSC Authority constituted an expert committee to 

recommend approach towards development of sustainable finance hub and provide 

road map for the same. 

 In August 2021, Prime Minister Mr. Narendra Modi launched e-RUPI, a person and 

purpose-specific digital payment solution. e-RUPI is a QR code or SMS string-based 

e-voucher that is sent to the beneficiary’s cell phone. Users of this one-time payment 

mechanism will be able to redeem the voucher at the service provider without the 

usage of a card, digital payments app, or internet banking access. 

 In July 2021, Rajya Sabha approved the Factoring Regulation (Amendment) Bill in 

2020, enabling ~9,000 NBFCs to participate in the factoring market. The bill also 

gives the central bank the authority to establish guidelines for improved oversight 

of the US$ 6 billion factoring sector. 

 In July 2021, India's largest commodities derivatives exchange, Multi Commodity 

Exchange of India Ltd., and European Energy Exchange AG (EEX) signed a 

memorandum of understanding (MOU) with the goal of knowledge sharing and 

expertise exchange on electricity derivative products. This MoU will make it easier 

for the two exchanges to collaborate in areas including knowledge sharing, 

education and training, and event planning in the field of electricity derivatives. 

 The government has approved 100% FDI for insurance intermediaries and increased 

FDI limit in the insurance sector to 74% from 49% under the Union Budget 2021-

22. 

 In January 2021, the Central Board of Direct Taxes launched an automated e-portal 

on the e-filing website of the department to process and receive complaints of tax 

evasion, foreign undisclosed assests and register complaints against ‘Benami’ 

properties. 

 

Road Ahead 

 India is expected to be the fourth largest private wealth market globally by 2028. 



 India is today one of the most vibrant global economies on the back of robust 

banking and insurance sectors. The relaxation of foreign investment rules has 

received a positive response from the insurance sector, with many companies 

announcing plans to increase their stakes in joint ventures with Indian companies. 

Over the coming quarters, there could be a series of joint venture deals between 

global insurance giants and local players. 

 The Association of Mutual Funds in India (AMFI) is targeting nearly five-fold 

growth in AUM to Rs. 95 lakh crore (US$ 1.47 trillion) and more than three times 

growth in investor accounts to 130 million by 2025. 

 India's mobile wallet industry is estimated to grow at a Compound Annual Growth 

Rate (CAGR) of 150% to reach US$ 4.4 billion by 2022, while mobile wallet 

transactions will touch Rs. 32 trillion (USD$ 492.6 billion) during the same period. 
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