PRIME

The Rise of Retail Investors in Indian
Equities: Opportunities and Challenges

India’s capital market has, over the last six years, undergone a change in character that
few would have predicted at the start of the decade. What was once a market dominated
by institutional flows and a thin, urban sliver of retail participants has become one of the
most broad-based retail investing stories anywhere in the world. Demat accounts have
grown nearly six-fold since March 2020, mutual fund folios have crossed 27.6 crore,
and individual investors now own a bigger share of India’s listed companies than at any
point in over two decades. The emergence of the retail investor is no longer a cyclical
phenomenon driven by buoyant markets; it represents a fundamental shift in India’s
savings and investment landscape.

The Scale of the Shift

The headline numbers tell their own story. Taken together, the demat account base
across CDSL and NSDL India now stands at close to 23 crore, up from roughly 4 crore
in March 2020. NSE’s unique registered investor base crossed 12.2 crore in October
2025, and total investor accounts (unique client codes, since many investors hold
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accounts with more than one broker) crossed 24 crore in the same period.
The mutual fund industry tells a complementary story. Industry AUM stood at Rs.
81.58 lakh crore in May 2026, with total folios at 27.66 crore. Systematic Investment

Plans (SIPs) have become the backbone of retail participation: monthly SIP inflows
have stayed above Rs. 30,000 crore for three consecutive months through May 2026, an all-time high of Rs. 32,087
crore was recorded in March 2026, and SIP assets of Rs. 17.12 lakh crore now account for nearly 21% of total industry
AUM. Equity mutual fund schemes have recorded net inflows every single month since March 2021, a streak of over

five years through periods of considerable market volatility.

Metric Then Now Period
Demat accounts (CDSL + NSDL) ~4.0 crore (Mar 2020) ~22.9 crore (May 2026) 6 years
NSE unique registered investors 3.6 crore (Mar 2020) 12.2 crore+ (Oct 2025) 5.5 years
Mutual fund folios 8.97 crore (Mar 2020) 27.66 crore (May 2026) 6 years
Mutual fund industry AUM 2323)23 lakh crore (Mar 2&2)1.58 lakh crore (May 6 years
Monthly SIP contribution 2&&’641 crore (Mar 2&2)0,954 crore (May 6 years
Individual ownership of NSE market cap | 10.9% (2014) :]%Z)S% (EopEies, 2257 |y years

Sources: HDFC Securities, Industry Reports

The growth is remarkable not merely because of the numbers, but because of the changing profile of investors.

A significant proportion of new investors now come from Tier-II, Tier-lll, and smaller towns. Women investors are
participating in greater numbers, while younger investors are beginning their wealth creation journey much earlier than
previous generations. Digital onboarding, paperless KYC, affordable investing options, and widespread smartphone
penetration have substantially lowered entry barriers.

India’s Equity Culture is Maturing
Every developed economy has experienced a phase where households gradually shifted from physical assets to
productive financial assets. India appears to be entering that phase. This transition benefits multiple stakeholders. For
households, equities offer an opportunity to participate in India’s long-term growth story. For companies, a wider retail
investor base improves access to domestic capital. For the economy, deeper capital markets reduce dependence on
foreign portfolio flows and strengthen financial resilience.

Importantly, domestic investors have increasingly emerged as a stabilising force during periods of global uncertainty.
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Consistent SIP inflows and long-term investing behaviour have provided continuity even when foreign institutional flows
have turned volatile. This reflects the growing maturity of Indian investors and the increasing acceptance of disciplined
investing as a wealth creation strategy.

The Opportunity

Deeper, more resilient domestic capital

The most consequential opportunity is structural: India’s capital market is becoming less dependent on foreign capital
for its stability. Individual investors, directly and through mutual funds, now own 18.75% of NSE-listed companies by
value (around Rs. 83-84 lakh crore), a 22-year high. Over the same period, FPI ownership has fallen to 16.9%, its
lowest level in over 15 years, as foreign investors turned net sellers through much of 2025. Domestic mutual funds
have posted 18 consecutive quarters of positive inflows. This means Indian markets absorb foreign selling with far less
volatility than they once did — a genuine structural maturing of the market, and one that gives Indian corporates a more
stable base of long-term capital for growth.

Democratisation beyond the metros

Retail growth is no longer confined to Mumbai and Delhi. NSE data shows Maharashtra still leads with roughly 4
crore investor accounts (17% of the national total), followed by Uttar Pradesh, Gujarat, West Bengal, and Rajasthan.
Smaller cities and towns (the so-called ‘B30’ markets) are now meaningful contributors to new account growth, aided
by vernacular apps, simplified onboarding, and expanding broker and distributor networks. One in four investors today
is a woman, a marked shift from a decade ago. For a full-service, distribution-led franchise, this is precisely where the
next leg of growth in accounts, advisory relationships, and product cross-sell will come from.

A widening product shelf and capital formation engine

A larger, more aware investor base has allowed a much wider set of products — index funds, factor and thematic ETFs,
SIFs, REITs, and InvITs — to find genuine retail demand rather than remaining institutional curiosities. It has also
strengthened the primary market: mainboard IPOs worth tens of thousands of crores now regularly find anchor and
retail demand within days, giving Indian companies a deep, reliable domestic route to raise growth capital, a channel
that used to lean far more heavily on foreign anchor investors.

A structural, not cyclical, savings shift

Perhaps the most durable opportunity is behavioural. SIP flows have proven strikingly sticky through volatile phases,
including the geopolitical and currency turbulence of early 2026, suggesting that a meaningful share of India’s household
savings pool has now structurally reallocated from physical assets and low-yielding deposits toward market-linked
instruments. That reallocation, still in its early stages relative to more mature markets, represents a multi-decade
tailwind for wealth managers, asset managers, and broking franchises alike.

The Challenges

Speculative losses remain large

The most sobering data point in this entire story comes from SEBI’s own research. Individual traders in the equity
derivatives (F&O) segment posted aggregate net losses of Rs. 1.05-1.06 lakh crore in FY25 alone, up 41% from
Rs. 74,812 crore in FY24, and roughly 91% of individual traders lost money, a proportion that has stayed broadly
unchanged across years of study. Over FY22—-FY24, cumulative losses exceeded Rs. 1.8 lakh crore, with an average
loss of around Rs. 2 lakh per trader.

Engagement is shallow for a meaningful minority

Growth in accounts has not always translated into sustained engagement. The SIP stoppage ratio (the proportion of
SIPs discontinued relative to those newly registered) crossed 100% in both March and April 2026, meaning more SIP
accounts closed than opened in those months, even as the rupee value of contributions stayed near record highs.
Retail participation in the cash equity market has also cooled: unique retail traders active in the cash segment fell from
3.81 crore in 2024 to 3.51 crore in 2025, and retail’'s share of cash market turnover slipped to 33.6%.

A persistent advice and literacy gap

Much of the recent growth has been self-directed, occurring through apps rather than through an advisor relationship.
That works well in a rising market; it is untested at scale through a prolonged drawdown. Anecdotal and survey evidence
consistently points to weak understanding of risk, diversification, and product suitability among large segments of new
investors — the same investors most exposed to the derivatives losses described above. The industry has not yet built
distribution and advisory capacity at the pace at which new investors have arrived.

The Next Phase: From Participation to Preparedness
The task ahead for regulators, exchanges, and market intermediaries is not to slow retail participation — that would be
neither desirable nor achievable — but to make it safer and more durable. A few priorities stand out:
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¢ Suitability over accessibility: Distributors and platforms need to be as good at steering unsuitable investors
away from complex products as they are at onboarding new ones. Risk-based nudges and product gating for first-
time derivatives traders deserve continued regulatory attention.

¢ Advice at scale: Technology-enabled, low-cost advisory (not just execution) needs to reach the first-time investors
that broking platforms have so successfully acquired. This is where full-service franchises with a research and
RM-led model have a structural advantage over pure execution platforms.

* Investor education tied to actual behaviour: Generic literacy campaigns matter less than targeted interventions
at the moments of highest risk: a first F&O trade, a market correction, a viral social media tip.

Looking Ahead

India’s retail investing journey is still in its early stages. Despite the impressive growth in investor accounts, equity
ownership remains modest relative to India’s population and compared with many developed markets. This indicates
substantial headroom for future expansion.

The next decade is likely to witness greater adoption of professionally managed investment solutions, increasing
participation from smaller cities, wider use of digital advisory platforms, and deeper integration of financial planning into
household decision-making.

The rise of retail investors is one of the defining characteristics of India’s evolving financial ecosystem. It reflects
growing confidence in the country’s economic prospects, increasing financial inclusion, and the democratisation of
wealth-creation opportunities. As participation broadens, the emphasis must gradually shift from simply investing to
investing with purpose, discipline, and perspective.
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