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Abstract—This empirical study examines the regulatory 

compliance challenges faced by Paytm from 2022 to 2025 

as it transitioned into a full-scale fintech player in India. 

Regulatory scrutiny by RBI, SEBI, and ED arose due to 

violations such as non-compliance with KYC norms, 

related-party transactions worth ₹360 Cr without board 

approval, and failure to report ₹611 Cr in foreign 

investments. Using secondary data and financial tools, 

the study analyses Paytm’s operational and financial 

impacts, highlighting a revenue peak of ₹7,661 Cr in 

FY24 followed by a 28% drop in FY25, and a reduction 

in net losses from ₹-3,960 Cr in FY19 to ₹-789 Cr in 

FY25. Share prices fell from ₹780 to ₹500 following 

regulatory action, reflecting investor concern. The 

findings show that regulatory compliance is a strategic 

necessity for fintech firms, and recommend Paytm and 

similar entities adopt RegTech tools, improve board 

governance, and establish a proactive compliance culture 

to ensure long-term sustainability and stakeholder trust. 
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I. INTRODUCTION: 

 

In recent years, India’s fintech sector has emerged as 

a powerful force reshaping the financial services 

landscape through innovation and digital 

transformation. Among the pioneers of this revolution 

is Paytm, which evolved from a mobile recharge 

platform into a multifaceted fintech company offering 

digital payments, banking, lending, insurance, and 

investment services. This rapid expansion, however, 

has also exposed Paytm to increased regulatory 

oversight by key authorities such as the Reserve Bank 

of India (RBI), Securities and Exchange Board of 

India (SEBI), and the Enforcement Directorate (ED). 

The company has faced multiple compliance 

challenges, including violations related to KYC 

norms, related-party transactions, and foreign 

investment disclosures. This empirical study 

investigates the impact of these regulatory lapses on 

Paytm’s operational continuity, financial health, and 

stakeholder trust between 2022 and 2025, while 

emphasizing the growing importance of robust 

compliance frameworks in ensuring sustainable 

growth and credibility within India’s digital financial 

ecosystem. 
 

II. LITRATURE REVIEW: 

 

Verma (2024) analyzed the strategic journey of Paytm 

within India’s evolving fintech ecosystem. The study 

emphasized how Paytm’s rapid diversification into 

digital banking, lending, and commerce was 

accompanied by ethical lapses and weak regulatory 

foresight. Verma concluded that the company’s 

aggressive scaling, without establishing a strong 

compliance foundation, led to governance challenges 

and loss of consumer trust highlighting the importance 

of embedding compliance into core strategy for long-

term sustainability. 

 K.J. (2020) explored the role of regulatory sandboxes 

introduced by the Reserve Bank of India to foster 

fintech innovation while managing risks. The study 

noted that such frameworks enable fintech firms to test 

products under regulatory supervision, balancing 

innovation with compliance. It emphasized that clear 

regulatory boundaries and dialogue between 

innovators and regulators are essential to avoid 

disruptions and legal uncertainties, particularly for 

firms like Paytm operating in sensitive sectors. 

Sharma (2024) provided a focused analysis of the 

RBI’s enforcement actions against Paytm Payments 
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Bank for persistent non-compliance with KYC norms 

and cybersecurity lapses. The study highlighted how 

such regulatory interventions reflect the critical need 

for financial institutions to establish proactive and 

transparent compliance systems. Sharma argued that 

Paytm’s case serves as a warning for other fintechs 

about the repercussions of neglecting regulatory 

requirements in pursuit of growth. 

Utkarsh Verma (2024) conducted a case study on 

Paytm’s regulatory framework in digital payments, 

identifying the gaps in compliance practices related to 

customer verification, foreign exchange management, 

and corporate governance. The study pointed out how 

the dynamic nature of fintech regulations in India 

makes it imperative for companies to continuously 

adapt and invest in compliance technology and 

training to avoid reputational and operational risks. 

Mukherjee (2024) focused on the financial and 

reputational impact of regulatory actions on Paytm, 

analyzing investor confidence, share price volatility, 

and operational strategy changes. The study concluded 

that compliance is not just a statutory requirement but 

a determinant of business resilience, especially in 

heavily regulated fintech environments. It further 

suggested that companies must adopt RegTech 

solutions and board-level governance reforms to 

mitigate future risks. 

 Shamraev (2019) article offers a comparative review 

of payment and e-money regulatory frameworks 

across BRICS nations. It underlines the diverse yet 

overlapping approaches of central banks in regulating 

non-bank payment providers and promoting financial 

inclusion through legal infrastructure. 

Vershney (2024) study investigates the regulatory 

challenges faced by digital payment systems in India, 

focusing on Paytm. It discusses the impact of evolving 

regulations, technical complexities, and the firm’s 

struggle to align with RBI’s compliance mandates in a 

rapidly digitizing financial ecosystem. 

 

III. OBJECTIVE OF THE STUDY 

 

• To understand the importance of regulatory 

compliance in the fintech space.  

• To analyse the regulatory issues faced by Paytm 

and their impacts.  

• To identify strategic lessons and compliance 

frameworks beneficial to emerging fintech firms. 

 

IV. RESEARCH METHODOLOGY 

 

Type of Research: Descriptive and analytical, focusing 

on Paytm’s regulatory compliance issues. 

Approach: Case study-based, using qualitative and 

quantitative methods. 

Data Source: Exclusively secondary data from 

Paytm’s official website (e.g., www.paytm.com or 

investor relations portal of One97 Communications 

Ltd.). 

Scope: Focused on Paytm’s compliance challenges 

from 2022–2025, with insights applicable to the Indian 

fintech sector. 

Methodology: Analysis of regulatory issues, financial 

performance, and strategic responses using data from 

Paytm’s website, including annual reports, investor 

presentations, and public disclosures. 

 

 

V. ANALYSIS 

 

 
Financial Performance Analysis (FY2016 – FY2025) 
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This study focuses on Paytm’s financial trajectory 

over a 10-year period to assess how regulatory 

compliance affected its business growth, profitability, 

and market perception. The company’s revenue grew 

significantly from ₹449 Cr in FY16 to ₹7,661 Cr in 

FY24 demonstrating strong market capture through its 

diversified fintech offerings including digital 

payments, lending, insurance, and banking. However, 

the momentum was disrupted in FY25 when the 

Reserve Bank of India (RBI) issued a directive to 

Paytm Payments Bank to cease operations due to KYC 

and governance lapses. Consequently, Paytm's 

revenue declined by 28.14% to ₹5,505 Cr in FY25. 

Despite the top-line growth, Paytm remained loss-

making throughout the period, posting a peak net loss 

of ₹–3,960 Cr in FY19. These losses were primarily 

driven by aggressive spending on marketing, human 

resources, and technology infrastructure. Over the 

years, cost control improved gradually, and net losses 

narrowed to ₹–789 Cr by FY25. This steady decline in 

losses signals better operational efficiency, but 

profitability remains elusive. 

Sales and Net Profit Trends (FY16–FY25) 

The line chart below illustrates the disconnect between 

revenue growth and net profitability: 

Interpretation: While sales show a positive long-term 

trend, the consistent negative profits reveal the 

structural cost issues and the drag caused by regulatory 

penalties and restructuring costs. 

 

 

Impact of Regulatory Actions on Stock Price and Business Strategy 

Period Regulatory Event Actioning Body Stock Price (₹) Impact 

Q1 FY2022 
RBI flags compliance concerns at 

Paytm Payments Bank 
RBI ₹880 

Stock remained stable; early 

warning phase 

Q1 FY2023 
Ban on onboarding new customers 

due to KYC failures 
RBI ₹820 

Minor dip; market begins 

reacting 

Jan 2024 

(Q4 FY24) 

Order to wind down PPBL 

operations by March 2024 
RBI ₹780 

Major drop starts; loss of 

banking operations 

Jul 2024 

(Q1 FY25) 

SEBI warning for ₹360 Cr related-

party transactions 
SEBI ₹630 

Governance concerns rise; 

market reacts sharply 

Mar 2025 

(Q4 FY25) 

ED notice for ₹611 Cr FEMA 

violation 
ED ₹500 

Investor confidence weakens; 

legal pressure 

 

The regulatory environment intensified for Paytm 

between 2022 and 2025. Major events include: 

• RBI’s ban on onboarding new customers in 2022, 

followed by a complete operational ban on Paytm 

Payments Bank in March 2024. 

• SEBI’s warning for unauthorized related-party 

transactions amounting to ₹360 Cr between 

Paytm and its banking subsidiary. 

• ED’s notice for FEMA violations related to 

unreported foreign investments worth ₹611 Cr. 

These events had a direct impact on Paytm’s stock 

price. The company witnessed a sharp fall in market 

valuation following RBI’s directive. Stock price 

declined from approximately ₹780 in early FY24 to 

₹500 in FY25 a 36% drop clearly indicating negative 

investor sentiment tied to governance issues. 

Stock Price Comparison – FY24 vs FY25 

Interpretation: The stock price plunge reflects 

declining market confidence triggered by regulatory 

penalties, legal risks, and service disruptions. It 

underscores how governance failures can erode 

investor trust in a highly regulated sector like fintech. 

Strategic and Financial Learnings from Analysis 
 

Key Observations: 

• Revenue Performance: Strong top-line growth 

fueled by digital payment expansion and new 

business verticals. 

• Profitability Pressure: Continued net losses 

despite revenue growth, with improvements only 

after cost optimization post-2022. 

• Operational Risks: Regulatory actions caused 

disruption of core banking services, forcing 

Paytm to partner with external banks like Axis 

Bank. 

• Investor Impact: Regulatory events significantly 

affected market valuation and investor perception, 

as seen in stock price decline. 
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Strategic Recommendations: 

• Adopt RegTech Tools: Automate compliance 

monitoring to avoid future lapses and reduce 

manual risk. 

• Strengthen Board Oversight: Ensure independent 

governance on related-party transactions and 

FEMA reporting. 

• Embed Compliance Culture: Make compliance 

part of core strategy, not just a legal formality, to 

safeguard stakeholder trust. 

• Transparent Communication: Improve disclosure 

practices to rebuild investor confidence and 

public trust. 
 

VI. KEY FINDINGS 

 

This study highlights key insights into Paytm’s financial 

journey, regulatory hurdles, and market impact: 

• Financial Growth: Paytm’s revenue grew from 

₹449 crore in FY16 to over ₹7,600 crore in FY24. 

However, it continued to face net losses, though 

margins improved from −383% to −13.5%, 

showing better cost control. 

• Regulatory Challenges: RBI restricted Paytm 

Payments Bank over KYC, cybersecurity, and 

related-party issues. SEBI and the Enforcement 

Directorate also flagged governance and FEMA 

violations, escalating compliance scrutiny. 

• Strategic Impact: These setbacks caused stock 

price volatility and loss of investor trust. While 

some recovery occurred in 2025, Paytm lagged 

behind peers like PhonePe and Google Pay, 

emphasizing the importance of strong compliance 

practices. 
 

VII. CONCLUSION 

 

This empirical study concludes that regulatory 

compliance serves as a foundational requirement for 

the sustainable and credible operation of fintech 

enterprises such as Paytm. The analysis of Paytm’s 

challenges ranging from KYC non-compliance to 

unapproved related-party transactions and FEMA 

violations demonstrates how regulatory lapses can 

severely impact operational continuity, financial 

performance, and investor confidence. The findings 

reaffirm the necessity for integrating compliance into 

core business strategy through robust governance 

mechanisms and the adoption of advanced RegTech 

solutions. Strengthening internal controls and 

fostering a compliance-first culture are imperative not 

only for Paytm’s future but also for the broader fintech 

industry navigating India’s evolving regulatory 

environment. 
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