
Vajiram & Ravi

Global Investors Reimagine India’s Financial Sector
October 30, 2025  •  vajiramandravi.com

India’s Financial Sector 2025 Latest News

India’s financial landscape is undergoing a major transformation as global giants — from Emirates
NBD, Blackstone, Zurich Insurance, SMBC, Abu Dhabi’s IHC to Bain Capital — are acquiring significant
stakes in Indian banks, insurers, and NBFCs. 
This marks a new phase of foreign capital infusion into a sector once considered over-regulated and
closed, highlighting a strategic shift amid capital liberalisation.

Evolution of India’s Financial Sector

From protectionism to liberalisation:

Historically, India’s financial sector was tightly regulated with limited foreign participation.
Gradual policy reforms by the Reserve Bank of India (RBI) and the government have allowed
greater foreign ownership – 

Up to 100% in insurance companies.
Up to 74% in private banks (with approval).
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Examples: 
Fairfax (Canada) was given special approval to hold a majority stake in CSB Bank for five years — a
deviation from the 40% foreign cap, considering it a strategic revival investment.
Foreign portfolio investors (FPIs) hold 48.39% stake in HDFC Bank, the second largest bank in the
country. 

Recent Big-Ticket Investments

Blackstone Inc, the world’s largest alternative asset manager, has acquired a minority stake of 9.99% in
Federal Bank Ltd for Rs 6,196 crore.
Bain Capital will be investing Rs 4,385 crore to acquire an 18.0% stake on a fully diluted basis via
preferential allotment of equity and warrants in Manappuram Finance.
Dubai-based Emirates NBD announced a $3 billion acquisition of a 60% stake in RBL Bank, making it one
of the largest foreign takeovers in India’s financial sector. 
Japan’s SMBC acquired about 25% in Yes Bank, investing over $1.6 billion.
Zurich Insurance bought a 70% majority stake in Kotak General Insurance for $670 million. 
Abu Dhabi’s International Holding Company also entered the fray with a nearly $1 billion investment in
Sammaan Capital (formerly Indiabulls Housing), an NBFC.
These deals mark the largest wave of foreign takeovers in India’s financial history.

Why Global Giants Are Investing

Robust growth fundamentals:
India’s economy is growing at 6.8% (RBI estimate).
The banking sector generated $46 billion net income (2024) with 31% YoY growth — higher than
global average (McKinsey report).
Credit growth is driven by small businesses, retail and housing sectors.

Structural strengths:
Low corporate leverage and focus on secured retail lending.
India presents a vast, untapped and rapidly expanding financial market with over 400 million
underbanked population, and a vast informal credit system.
Digital infrastructure (UPI, Aadhaar, Jan Dhan) enables penetration and cost-efficient service
delivery.

Global context:
Stagnation in developed markets (US, Europe).
China’s tightening regulations and geopolitical risks have diverted capital toward India.
India offers scale, political stability, demographic advantage, and credible regulation.

Regulatory Approach and Market Valuation

The RBI maintains a “positive but cautious” stance, ensuring fit-and-proper ownership and domestic
control.
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Despite high performance, Indian banks remain undervalued — indicating market scepticism about long-
term sustainability.
The measured liberalisation of ownership ensures capital inflow while keeping regulatory sovereignty
intact.

Post-Crisis Sector Cleanup

Past decade challenges: IL&FS and DHFL collapse, Yes Bank rescue, and NBFC liquidity crisis.
Reforms implemented:

Insolvency and Bankruptcy Code (IBC) for resolution.
RBI’s supervisory tightening and bad-loan cleanup.

Result: Mid-sized banks and NBFCs have become stable and attractive acquisition targets.

Opportunities and Strategic Advantages

Global investors gain immediate access to licenses, branch networks, and customer bases — saving years
of setup.
For India, it brings foreign capital, innovation, and best practices in risk management and governance.
Aids India’s march toward becoming a $7 trillion economy by early 2030.

Risks and Concerns

Financial sovereignty: Majority foreign ownership could shift strategic control offshore. Policy alignment
during crises may not match domestic priorities.
Exposure to global shocks:

Rising global interest rates or liquidity tightening could lead to capital withdrawal, straining domestic
credit flows.
Lehman Brothers collapse (2008) serves as a reminder of global contagion risk.

Competitive distortions: Foreign-owned entities may access cheaper global capital, disadvantaging
domestic banks under tighter norms.
Need for regulatory clarity: Larger and complex deals call for clearer frameworks on foreign control
thresholds and compliance protocols.

Way Forward

Maintain calibrated liberalisation — attract capital while preserving regulatory autonomy.
Develop a comprehensive framework for foreign ownership limits and voting rights.
Strengthen macroprudential oversight to insulate from global volatility.
Encourage domestic capital formation through sovereign and retail participation.
Promote financial inclusion to reduce reliance on foreign investors in credit delivery.

Conclusion
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India’s financial sector stands at a turning point — transitioning from protectionism to global integration. 
The surge in foreign investments underscores international confidence in India’s macroeconomic
fundamentals, digital infrastructure, and regulatory credibility.
However, balancing openness with sovereignty will define India’s success in becoming a $7-trillion,
financially independent economy.
The challenge for policymakers lies in ensuring that this capital inflow strengthens, rather than
compromises, India’s financial stability and autonomy.
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