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India's FinTech sector is currently witnessing a 
remarkable surge, with digital lending emerging as 
a frontrunner in driving this transformative wave. 
In collaboration with Ernst & Young (EY), the Digital 
Lenders Association of India (DLAI) is delighted to 
present the report titled "Unleashing potential: the 
next phase of digital lending in India”.

Over the past 8 to 10 years, digital lending has 
traversed a remarkable journey. The sphere has 
seen substantial growth driven by factors, such as 
embedded lending, data-driven loan targeting, and 
innovative business models. Regulatory support 
from the Reserve Bank of India (RBI) has also been 
instrumental in fostering this success, with recent 
guidelines further recognizing and facilitating 
digital lending.

This report provides an in -depth analysis of the 
digital lending landscape in India, addressing 
challenges and opportunities. 

As we embark on a journey to explore the next 
phase of digital lending in India, we invite you to 
discover the immense potential and navigate the 
intriguing challenges that await.
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India is one of the fastest -growing nations with 
household consumption projected to increase to 
~INR224 lakh crore (US$ 3 trillion) by FY26, 
across all income levels. The growing 
consumption pattern is creating massive 
opportunities for financial services, particularly 
credit. However, there continues to be a huge 
gap in the demand and supply of credit. Credit 
availability to households and MSMEs in India 
remains among the lowest compared to global 
averages.

While scheduled commercial banks have been 
the pioneers in meeting credit needs, there is a 
rapid influx of new technology -led players that 
are driving digital lending transformations. 
Digital lending in India is at a nascent stage 
compared to traditional lending. However, it is 
expanding rapidly with total digital lending 
disbursement expected to surpass
INR47.4 lakh crore by 2026.

Socio-economic factors, demographics, 
technological advancement, infrastructure, and 
surge in credit demand are factors unique to 
India and are driving the growth of digital lending 
in the country. Digital lending players 
(LendTechs) are growing beyond boundaries and 
constitute a significant portion of the overall 
Indian FinTech market. Their market share is 
further expected to rise to 60% of the total 
FinTech market by 2030.

Infrastructure development initiatives, such as 
eKYC, Open Network for Digital Commerce, Open 
Credit Enablement Network, etc., and policy -led 
initiatives such as First Loss Default Guarantee 
(FLDG) program approval are being targeted 
towards the promotion of digital lending and are 
helping solve persistent challenges of Indian 
lending market. There is also a concerted 
attempt on the part of the government and 
regulators to push financial institutions to scale 
up green/ sustainable digital lending and 
financial inclusion via collaboration among 
FinTechs, banks, and NBFCs.

Technology innovation is flourishing across the 
digital lending value chain. The use of artificial 
intelligence (AI) can further reorient processes 
and encourage good lending practices.

However, funding inflows are decelerating, and 
investors are becoming increasingly cautious of 
the cash-burning business models of 
LendTechs. Reassessing existing business 
models with a focus on increasing scale and 
profitability is the need of the hour. 

Business imperatives can help in mitigating 
ecosystem challenges. Additionally, the CODE 
framework has been designed to provide 
indicative pathways to help LendTechs 
strategize and build their business models of 
the future with an inclination towards 
innovative disruption.
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