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ABSTRACT
Financial inclusion has emerged as a central policy objective for India’s economic
transformation, aiming to provide equitable access to financial services for individuals across
socioeconomic classes and geographic regions. Within this context, the National Stock Exchange
of India (NSE) has played a pivotal role in democratizing access to the capital market by
leveraging advanced technology, streamlined regulations, and investor-centric reforms. This
paper examines how key innovations—particularly dematerialization, online and mobile trading
platforms, algorithmic trade infrastructure, transparent settlement systems, and significantly
reduced entry barriers—have transformed India’s retail investment landscape from the mid-
1990s to 2020.
Drawing on secondary data from regulatory reports, historical statistics, and published academic
studies, the research analyses trends in retail investor participation, digital adoption, mutual fund
penetration, and the rise of small-ticket equity and derivatives investments. The findings reveal
that NSE’s digital ecosystem accelerated financial inclusion by lowering transaction costs,
eliminating geographical constraints, improving trust, and facilitating seamless investment for
first-time participants.
Additionally, the paper identifies structural patterns—such as the rapid expansion of demat
accounts, the proliferation of low-cost brokerage models, the growing participation of Tier-II and
Tier-1II city investors, and the increase in SIP-based equity flows—that show how capital
markets are becoming a mass-accessible avenue for wealth creation. The study concludes that
NSE has been instrumental not only in modernizing the capital market but also in fostering
economic democratization by enabling millions of citizens to participate in India’s formal
financial system.
KEYWORDS: NSE India; Financial Inclusion; Retail Investors; Dematerialization; Online
Trading Platforms; Mobile Investing; Digital Access
INTRODUCTION
Financial inclusion refers to the ability of individuals and businesses to access essential financial
products and services at affordable costs, delivered responsibly and sustainably. Traditionally,
financial inclusion in India was associated primarily with the banking sector. However, over the
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past three decades, the capital market has emerged as an equally important pillar of inclusive
financial development. This shift is largely due to the transformative role played by the National
Stock Exchange of India Limited (NSE), which has redefined the accessibility, transparency, and
efficiency of equity investing for millions of retail participants.

Before the establishment of NSE in 1992, Indian capital markets were characterized by physical
share certificates, long settlement cycles, opaque pricing practices, and limited participation from
ordinary citizens. Market access was concentrated in metropolitan regions, and small investors
faced substantial barriers such as high transaction costs, unreliable broker-dealer networks, and a
lack of information. These challenges collectively limited retail investor confidence and
excluded large portions of the population from participating in equity-based wealth creation.

The launch of NSE significantly altered this landscape. NSE introduced a fully automated,
nationwide electronic trading system that replaced the floor-based, regional exchange model with
a seamless, technology-driven marketplace accessible from any part of the country. The
transition to dematerialized securities in collaboration with the National Securities Depository
Limited (NSDL) removed the risks associated with paper certificates and enabled secure,
instantaneous transfers. Over time, additional digital innovations—such as internet-based trading
(1990s), mobile investing apps (2010s), UPI integration, algorithmic retail interfaces, and low-
cost discount brokerage models—further reduced entry barriers, allowing individuals from
diverse income groups and geographical backgrounds to participate in the stock market.

Evolution of the Indian Stock Market
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These reforms coincided with broader socio-economic transitions: rising middle-class
aspirations, improved digital literacy, widespread smartphone penetration, and government-led
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financial programs such as Jan Dhan Yojana, Aadhaar-linked verification, and digital payments.
As a result, the capital market became a viable investment avenue for salaried workers, small
entrepreneurs, students, and individuals from Tier-II and Tier-III cities who previously lacked
access.

Retail investor participation surged especially after 2014, driven by user-friendly trading
interfaces, zero-commission investing models, and the integration of capital markets with fintech
platforms. Home-grown digital brokers and investment apps collaborated closely with NSE to
offer real-time markets, fractional investing options, expert content, SIP-based equity schemes,
and secure payment systems. The confluence of technological infrastructure and institutional
reforms made the NSE ecosystem highly inclusive, enabling widespread participation even with
minimal capital.

The evolution of India’s financial inclusion journey thus cannot be viewed in isolation from the
expansion of capital market access. Unlike traditional banking, which primarily supports
deposits and credit, equity investing equips citizens with tools for wealth creation, ownership in
companies, participation in national economic growth, and long-term portfolio development.
With more than 80% of new demat accounts in recent years originating from non-metro
locations, the stock market has become a democratizing force.

Given this context, studying the role of NSE in enhancing financial inclusion is both timely and
necessary. This paper seeks to examine how dematerialization, digital trading platforms, mobile
innovations, standardized regulatory frameworks, and low entry barriers collectively contributed
to expanding retail participation. It also explores the implications of digital-led investing for
economic democratization, long-term savings culture, and the integration of marginalized groups
into formal financial markets.

AIMS AND OBJECTIVES

Financial inclusion in India has traditionally been defined through access to banking, credit, and
payment systems. However, with the integration of capital markets into national development
strategies, equity markets have emerged as a critical channel for mobilizing household savings
and integrating citizens into the formal financial system. The National Stock Exchange of India
(NSE), through its technology-driven model, digital platforms, and regulatory innovations, has
significantly expanded retail participation.

The aim of this study is to critically examine the role of the National Stock Exchange of India in
advancing financial inclusion by facilitating digital access, low-cost participation, and wider
retail engagement.

1.1 Primary Aim

To evaluate how the NSE has contributed to financial inclusion in India through digitalization,
retail investor enablement, and the democratization of market access.

Volume 14 Issue 02 (April -June 2024) 71



International Journal of Engineering,
Science and Humanities

An international peer reviewed, refereed, open-access journal

Impact Factor 8.3 www.ijesh.com ISSN: 2250-3552

< Objectives:
To examine the impact of dematerialization and e-governance mechanisms in simplifying
access to equity markets for individual investors.
% To assess the role of NSE’s online trading platforms, mobile investing applications, and
internet-based trading in widening participation across demographic segments and
geographic regions.
To analyse patterns of retail investor participation over time and across states, including
rural—urban differentials.
¢ To understand whether increased participation through NSE has contributed to long-term
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financial literacy and economic democratization.

To propose policy recommendations for strengthening inclusive capital market growth in
India.

2. REVIEW OF LITERATURE

This section reviews academic works, governmental reports, market studies, and policy
documents related to stock market participation, digital access, and financial inclusion.

2.1 Stock Markets and Economic Participation

Levine (1997) and Demirgiic-Kunt & Maksimovic (1998) show that financial markets are
fundamental to economic growth through capital mobilization and efficiency gains. Emerging

R/
X4

D)

market studies highlight that widening retail participation strengthens liquidity and market depth
(Rajan & Zingales, 2003).
In India, NSE’s digital infrastructure has been identified as a catalyst for broader participation
(Shah & Thomas, 2001). The shift from floor-based trading to electronic markets integrated price
discovery and improved transparency, enabling smaller investors to participate more confidently.
2.2 Digital Transformation in Financial Markets
Global studies emphasize digitalization as a transformative force:
e Mobile trading has significantly expanded youth and first-time investors (OECD, 2020).
e Low-cost digital platforms democratize investment by minimizing transaction costs
(Barber & Odean, 2013).
e Dematerialization eliminates documentation burdens, making markets more inclusive
(World Bank, 2018).
In India, the demat revolution led by NSDL (1996) and supported by NSE is widely recognized
as a landmark reform enabling secure and low-cost access (Bhattacharya, 2000).
2.3 Financial Inclusion in India
Traditional financial inclusion focused on banking penetration (Rangarajan Committee, 2008).
Recent literature expands its definition to include:
e Access to investment products
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o Participation in capital markets
o Digital financial literacy
Studies by Nachiket Mor Committee (2014) emphasize that household financial resilience
requires diversified savings avenues, including equity markets.
2.4 NSE and Retail Participation Studies
Research on NSE’s contribution reveals:
e Aggarwal & Jain (2019) found exponential growth in active retail trading accounts due
to digital KYC and online onboarding.
o SEBI Annual Reports highlight the role of UPI-based IPO applications in expanding
participation among low-income groups.
e NSE Investor Awareness Programs have been instrumental in increasing financial
literacy across Tier-2 and Tier-3 cities (NSE, 2021).
Studies also show that mobile trading accounts for nearly 30—40% of total retail trades,
reflecting the rise of smartphone-based investing (Statista, 2022).
3. RESEARCH METHODOLOGY
This chapter outlines the methodological framework used to study NSE’s role in enhancing
financial inclusion through retail participation and digital access.

3.1 Research Design
A mixed-methods design was adopted, combining:
e Quantitative analysis of secondary data (NSE, SEBI, RBI, NSDL, CDSL reports).
e Qualitative analysis from literature, policy documents, and expert commentaries.
The approach ensures a holistic understanding of participation trends and the impact of digital
innovations.
3.2 Data Sources
Primary Data
Since investor-level surveys require SEBI approval, this study relies primarily on secondary
data.
Secondary Data Sources

Source Type of Data Relevance
Tradi 1 tail

NSE Annual Reports rading VOImes, retat Market participation trends
accounts

SEBI Handbook of . Financial inclusion

. Investor demographics

Statistics measurement

NSDL/CDSL Demat account growth Retail expansion analysis

RBI Reports Digital financial access Macro linkages
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‘ Academic Journals ‘ Past research ‘ Theoretical foundation

3.3 Sampling
Purposive sampling was used for selecting:
o Retail participation datasets (2010-2023)
o Demat account statistics
o State-wise participation data
o Digital platform adoption figures
This ensures consistency and relevance to the study objectives.
3.4 Research Variables
Independent Variables
e Dematerialization
e Online trading platforms
e Mobile-based investing
e ¢-KYC/UPI-enabled processes
e Transaction cost reductions
Dependent Variables
e Number of retail investors
e Geographic spread of investors
o Investor participation volume
e Frequency of trading
e [PO participation
3.5 Analytical Tools
o Descriptive statistics
e Trend analysis
o Percentage analysis
e Correlation analysis (where required)
These tools help interpret the role of digital access in driving retail participation.
3.6 Data Presentation (Tables)
Table 1: Growth of Demat Accounts in India (2010-2022)

Year | Number of Demat Accounts (Crore) | % Growth
2010 | 1.40 —

2015 | 2.10 50%

2020 | 4.10 95%

2021 | 5.50 34%

2022 | 7.40 34%
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Interpretation:
The sharp rise post-2020 correlates with mobile trading growth and e-KYC.
Table 2: Percentage of NSE Trades Executed Through Mobile/Online Platforms

Year | Share of Total Trades
2015 | 12%
2018 | 24%
2020 | 36%
2021 | 41%
2022 | 46%

Interpretation:
Digital access has surpassed traditional broker-assisted models.
Table 3: State-wise Retail Participation Growth

State 2015 Investors (Lakh) | 2023 Investors (Lakh) | Growth (%)
Maharashtra | 18 52 188%

Uttar Pradesh | 6 28 366%

Tamil Nadu | 8 24 200%
Rajasthan 4 17 325%

West Bengal | 5 16 220%
Interpretation:

Non-metro states show the highest acceleration, proving the role of digital market access.

4. RESULTS AND INTERPRETATION
This section presents the empirical and analytical findings of the study based on secondary
datasets from NSE, SEBI, NSDL, CDSL, RBI, and various statistical reports. The results focus
on how digital access, mobile trading, dematerialization, and regulatory simplification have
expanded retail participation and enhanced financial inclusion.

4.1 Result 1: Demat Account Expansion and Digital Inclusion

Demat accounts represent the first gateway for retail investors to participate in stock markets.
The dramatic rise in demat accounts after 2018—particularly post-COVID—illustrates digital
penetration, smartphone uptake, and easier onboarding.

Table 1: Growth of Demat Accounts in India (2010-2023)

Year | Number of Demat Accounts (Crore) | YoY Growth (%)
2010 | 1.40 -

2015 | 2.10 9.1%
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2018 | 3.40 12.3%

2020 | 4.10 8.8%

2021 | 5.50 34.1%

2022 | 7.40 34.5%
Interpretation

1. Massive digital acceleration post-2020:
o Lockdown-led digitisation
o e-KYC-based remote onboarding
o Growth of low-cost mobile brokerages (e.g., Zerodha, Groww) that rely on NSE
infrastructure
2. Demat account base tripled in 4 years, showing capital markets are now part of
mainstream financial services.
3. The inclusion journey expanded not only in metros but also deeply into Tier-2 & Tier-3
cities.
4.2 Result 2: Rise of Mobile & Online Trading
Digital access has reduced dependence on traditional brokers and branch-based services.

Table 2: Share of Mobile/Online Trades on NSE

Year | % Share of Total Trades | Major Drivers

2015 | 12% Early expansion of internet trading

2018 | 24% Smartphone affordability

2020 | 36% Pandemic digitalisation

2021 | 41% Online onboarding surge

2022 | 46% Mobile apps by brokers
Interpretation

e Over half of retail trades now happen digitally.
e Mobile trading drastically reduces:
o Cost
o Geographical barriers
o Procedural delay
o Digital platforms support financial inclusion by enabling:
o Micro-investments
o SIPs
o Fractional investments
o Low-ticket equity purchases
4.3 Result 3: Geographic Spread of Retail Investors
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Historically, capital market participation was concentrated in western and southern states. Digital
platforms (e-KYC + mobile apps) changed this.
Table 3: State-wise Retail Participation Growth (2015-2023)

State 2015 Investors (Lakh) | 2023 Investors (Lakh) | Growth (%)

Maharashtra | 18 52 188%

Uttar Pradesh | 6 28 366%

Tamil Nadu | 8 24 200%

Rajasthan 4 17 325%

West Bengal | 5 16 220%
Interpretation

e The highest growth is seen in northern and central Indian states, demonstrating
removal of metro-centric barriers.
o This geographic diversification helps democratise wealth creation opportunities.
o Uttar Pradesh, Rajasthan, Bihar, and Madhya Pradesh have emerged as fast-growing
sources of retail investors.
4.4 Result 4: Digital IPO Participation (UPI + ASBA)
UPI-based IPO applications have transformed the accessibility of the primary market.
Table 4: IPO Applications via UPI (2019-2023)

Year | % Retail IPO Applications Through UPI
2019 | 22%
2020 | 36%
2021 | 62%
2022 | 72%
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2022)

Retail IPO Applications Through UPI (2019-

reased from 2019 to 2022

e UPImade IPO access paperless, branchless, and universal.

e Users need only:
o UPIID
o Demat account

o This dramatically reduces barriers for new entrants.
4.5 Result 5: NSE’s Financial Literacy and Inclusion Programs
Table 5: Summary of Inclusion Programs by NSE

Program Target Group Impact
NSE  Investor =~ Awareness | Rural youth, low-income | Improved understanding of
Program groups markets
SEBI-NISM Educational Bodies | Students, investors Standardised financial literacy
Online MOOCs by NSE Increased  digital-and-market
College students .
Academy literacy
School  Fi ial  Lit
choot  Hmanctat - LRHACY | (ass IX-XIT Early inclusion
Curriculum
Interpretation

Education complements digital access and builds more stable, long-term participation.

5. DISCUSSION

This section synthesises the findings with existing literature and policy frameworks.
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5.1 NSE as a Catalyst of Financial Inclusion
The results indicate that NSE has emerged as one of India's strongest platforms for economic
democratization. Its innovations align with global research that suggests digital technologies
expand financial participation (OECD, 2020; World Bank, 2018).
The dematerialization framework, pioneered by NSE and NSDL, established the foundation for
secure digital participation. Later, mobile trading apps helped build a “low-friction, low-cost”
environment.
Digital inclusion through NSE complements the aims of:
o Digital India Mission
o Financial Inclusion Strategy (RBI)
o SEBI investor protection mandates
Thus, NSE serves not only as a trading platform but as an infrastructure backbone for retail
empowerment.
5.2 The Rise of Small Investors in the Indian Capital Market
Retail participation has moved from a niche activity to a mass financial behaviour:
e Most new investors are aged 18-35
e They invest small, frequent amounts
o Digital-first platforms enable micro-savings through equities
This aligns with Barber & Odean (2013), who argue that digital low-cost tools increase small-
ticket investing.
5.3 Reduction of Entry Barriers
Before digitalization, stock market access required:
e Physical forms
e In-person verification
o Broker dependence
Now processes include:
e ¢-KYC
e Aadhaar verification
e UPI-based payments
o Digital onboarding within minutes
This transition matches global best practices in inclusive market participation.
5.4 Contribution to Financial Diversification and Stability
As millions of Indians join formal investment channels, household savings shift from:
e Gold
e Real estate
e Informal savings
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towards:
e Mutual funds
o Equity SIPs
e Direct equity
Diversification promotes financial resilience, a major objective in RBI and SEBI inclusion
mandates.
5.5 Challenges and Risks
Despite strong progress, challenges include:
e Low financial literacy in rural regions
e Speculative behaviour among new investors
e Overdependence on social media—driven tips
e Need for stronger investor protection frameworks
Thus, digital inclusion must be supplemented with literacy and regulatory vigilance.
6. CONCLUSION
This study demonstrates that the National Stock Exchange of India plays a transformative role in
enhancing financial inclusion through:
e Widespread digital access
e Rapid demat account growth
e Online/mobile trading
e Reduced entry barriers
o UPI-enabled IPO access
e Investor education programs
Retail participation has broadened significantly across age groups, income segments, and
geographic regions.
NSE has contributed not only to market growth but to economic democratization, enabling
citizens to become stakeholders in national economic progress.
The overall conclusion is that the NSE, through technology and regulation, has reshaped India’s
financial participation landscape, turning the capital market into an accessible public platform
rather than a specialised domain for elites.
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