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Bustling metros, serene 
rural landscapes, and 
everything in between—
over the last couple 
of decades, I have 
closely observed the 
shifting sands of India’s 
socioeconomic fabric. At 
the start of the millennium, 
the gulf between urban 
India and the rest of 
the country was stark. 
While that gap hasn’t 
entirely disappeared, 
one cannot miss the 
visible convergence in 
aspirations and consumer 
behavior. Fifteen years 
ago, the odds of finding a 
smartphone user in India’s 

hinterlands—interacting with someone across the globe 
on social media—were as slim as spotting a coconut tree 
in the Rann of Kutch. Today, it’s far more difficult to find 
someone without a smartphone or access to the internet.

With rising incomes, aspirations are evolving. Indians, 
even in Tier-3 and Tier-4 towns, are reaching beyond 
basic needs—seeking to enhance quality of life and 
access urban-style conveniences. The proliferation of 
digital technology, coupled with these rising aspirations, 
has transformed not just consumption habits, but also 
financial awareness. This has accelerated the adoption of 
formal investment options like mutual funds.

Today, mutual funds are quite literally at the fingertips of 
investors. From Know Your Customer (KYC) compliance 
to onboarding, investing, and tracking portfolios—
everything can be done digitally. Financial literacy is 
expanding, aided by AMFI’s “Mutual Funds Sahi Hai” 
campaign, which has resonated deeply across segments. 
The inclusion of regional language content is helping 
dismantle linguistic and conceptual barriers, making 
investing more accessible than ever.

One of the most visible outcomes of this shift is the 
rise of Systematic Investment Plans (SIPs). Monthly SIP 
contributions have nearly tripled in the last five years. 
Mutual fund assets under management (AUM) have 
grown from ₹24.55 trillion in May 2020 to ₹72.20 trillion 
in May 2025—a reflection of growing investor trust and 
confidence in mutual funds.

This transformation in investor behavior is reminiscent 
of the United States in the 1980s, when the introduction 
of 401(k) plans revolutionized how Americans saved and 
invested. Much like the U.S. then, India today is riding 
structural tailwinds driving capital market participation: 
a young and expanding workforce, regulatory reforms 
focused on “less government, more governance,” and an 
emphasis on ease of doing business. The RBI’s inflation 
targeting framework—through both conventional and 
unconventional tools—echoes the policy playbook of the 

U.S. Federal Reserve from that era.
In the U.S., the rise of 401(k) plans created a vast 

reservoir of patient, long-term capital. This not only 
powered financial innovations—from mutual funds 
to REITs—but also supported a prolonged period of 
economic expansion, often referred to as NICE: Non-
Inflationary Continuous Expansion. India may well be on 
the cusp of a similar phase.

A strong, efficient capital market is vital to realizing 
the benefits of our demographic dividend. India’s capital 
markets have evolved significantly. The National Stock 
Exchange (NSE) is now the world’s largest derivatives 
exchange and ranks among the global leaders in cash 
market transactions. More importantly, India’s equity 
markets are increasingly recognized for being transparent, 
well-regulated, and digitally forward.

Strengthening this ecosystem is the rise of GIFT City—
India’s first International Financial Services Centre (IFSC). 
Designed as a global financial hub, GIFT City offers cutting-
edge infrastructure, regulatory clarity, tax incentives, and 
seamless cross-border access. The registration of the 
200th fund in December 2024 marked a major milestone. 
The city’s appeal is growing, with fund relocations from 
traditional offshore jurisdictions like Singapore, Mauritius, 
and Dubai gaining pace. With supportive regulation, 
sovereign participation, and robust industry engagement, 
GIFT City is not just an experiment—it is becoming a 
formidable player in the global AIF ecosystem.

This momentum is also reflected in the rise of Alternative 
Investment Funds (AIFs), which are witnessing growing 
participation from High Net Worth Individuals (HNIs)—a 
segment expected to expand significantly. AIF assets 
have grown more than eightfold between March 2018 
and March 2025, underlining the asset class’s rising 
prominence.

The rise of AIFs is also aligned with India’s startup 
boom—now the world’s third largest. With over 100 
unicorns and a vibrant innovation landscape, AIFs are 
acting as a bridge between entrepreneurial ambition and 
patient capital. They are instrumental in transforming 
ideas into world-class businesses. Global investment 
giants, alongside a maturing domestic capital base, are 
increasing their allocations—reinforcing confidence in 
India’s innovation and market depth.

Private credit, too, is quietly reshaping India’s alternative 
investment landscape. What began as a niche offering 
has now become a strategic pillar. Globally, the 2008 
financial crisis created an opening for private credit as 
banks pulled back from riskier lending. India saw a similar 
inflection point in 2018, when the IL&FS crisis triggered 
a liquidity crunch, particularly affecting NBFCs, MSMEs, 
and real estate. As traditional lenders retreated, private 
credit funds stepped in—offering tailored, flexible capital 
solutions. This marked the beginning of India’s own private 
credit cycle, with Category II AIFs becoming the vehicle of 
choice for structured and special situation financing. Once 
again, disruption paved the way for innovation.
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SEBI has played a pivotal role in nurturing this 
ecosystem. Since introducing AIF regulations in 2012, 
it has steadily brought structure and transparency. The 
classification of funds into Categories I, II, and III clarified 
market contours. Measures like stricter disclosure norms, 
independent valuations, higher sponsor commitments, 
and most recently, the dematerialization of AIF units, have 
enhanced credibility and investor confidence.

Looking Ahead
With the powerful forces of democracy, demographics, 
demand, and digitization on its side, India is emerging 

as one of the most attractive investment destinations 
globally. Victor Hugo once wrote, “Nothing is more 
powerful than an idea whose time has come.” Today, India 
stands at a moment of global relevance and domestic 
transformation—a moment that feels reminiscent of 
America’s inflection point in the early 1980s.

As our capital markets deepen, digital infrastructure 
strengthens, and investor participation broadens, we 
are laying the foundation for long-term, inclusive wealth 
creation. What was once a vision—wealth creation for 
every Indian—is now within reach.


