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This article investigates the impact of US tariffs under the Trump
administration on India's FinTech industry, with a focus on risks, spill
over effects and strategic solutions. While tariffs were primarily aimed
at trade in products, their indirect consequences such as global supply
chain disruptions, increased costs of technology imports and decreased
investor confidence had an impact on the growth trajectory of India’s
digital banking ecosystem. Three aspects are highlighted in the study.
1. risks associated with increased capital costs and technological
dependence; 2. spill over effects on digital payments, remittances and
investment flows across borders; 3. adaptive strategies used by Indian
FinTech companies, such as increased reliance on domestic digital
infrastructure, diversification of technology sourcing and resilience
measures driven by policy. Under President Donald Trump's trade
policies, the United States reinstated broad import tariffs in 2025.
These included a uniform 10% levy on all imports and higher
reciprocal levies on nations like India that have significant trade
surpluses with the United States. In order to protect growth and

resilience in this period of uncertain global commerce, this study
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explores these transmission routes, identifies risks and new
opportunities and suggests tactics that Indian fintech companies should
implement. Results indicate that while tariffs presented difficulties,
they also sped up India's drive for independence and innovative
regulations, making its FinTech industry more resilient and competitive

internationally.

Introduction

The Trump administration (2017-2021) marked a significant shift in U.S. trade policy,
characterized by tariff escalations aimed at reducing trade deficits and protecting domestic industries.
While these tariffs were not directly imposed on financial technology, they had profound ripple effects
across global markets. For India, one of the fastest-growing FinTech hubs, indirect consequences
included supply chain bottlenecks, higher costs of imported technology and uncertainties in capital flows.
Considering India’s reliance on cross-border partnerships, venture capital and digital payment
ecosystems, this paper investigates how tariffs created risks, generated spill over effects and shaped

strategic responses within the Indian FinTech sector.
Background of the study

The enforcement of Trump-era trade policies, particularly steep tariffs, has significantly reshaped
U.S.—India economic dynamics. In 2025, the Trump administration escalated import duties on Indian
goods—starting with a 25% “reciprocal tariff,” followed by an additional 25% penalty linked to India's
continuing purchase of Russian oil—bringing total tariffs to about 50%, one of the highest levied on any
nation (Trump Imposes 50% Tariff on India as Punishment for Buying Russian Oil | Trump Tariffs | The
Guardian, n.d.)Guardian Wikipedia. These measures target nearly two-thirds of India's $90 billion export
market to the U.S., potentially causing $40 billion in export losses and a reduction of GDP growth by
approximately 1% (Donald Trump Tariffs Target India’s $86.5B Exports: Here’s How the Country’s Key
Sectors May Respond, n.d.-a)The Wall Street Journallndiatimes.

Although these tariffs do not directly aim at the FinTech sector, their indirect effects are
substantial. Elevated tariffs have prompted U.S. clients to reduce discretionary IT and digital spending,
triggering delays and cancellations in tech projects—impacting Indian technology firms that rely heavily
on U.S. contracts (Trump’s Tariff May Hit Indian IT amid Al Shift, Slower Spending | Bengaluru News -

The Times of India, n.d.-a)The Times of India+1The Economic Times+1. Heightened trade tensions also
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threaten investor sentiment and global supply chains—critical foundations for FinTech innovation and

expansion (Trump, Tariffs, And Fintech, n.d.)Forbes+1Reuters.

Review of Literature

1. Global Tariff Impacts: Studies (Bown, C. P., & Kolb, M. (2019). Trumps Trade War Timeline
An Up-to-Date Guide. Peterson Institute for International Economics. - References - Scientific
Research Publishing, n.d.)argue that tariffs have widespread effects beyond goods trade,
influencing capital markets and global technology flows.

2. FinTech and Globalization: (Gomber et al., 2017) highlight FinTech’s reliance on global supply
chains and investor confidence, making it vulnerable to policy shocks.

3. India’s FinTech Growth: (Fintech in India - A Global Growth Story | Nasscom, n.d.)
emphasizes India’s emergence as a FinTech powerhouse, driven by UPI and Aadhaar-based
solutions, but also dependent on foreign investment.

4. Spillovers of Trade Policy: (HoSman, 2020) notes that trade restrictions have spillover effects on
financial services and digital innovation.

5. Strategic Responses: (Amalia, 2016) highlight adaptive strategies by FinTech firms, including

localization, regulatory innovation, and digital sovereignty.
Objectives of the study

e To investigate the direct and indirect implications of US tariffs on India's FinTech ecosystem.

e To detect the risks associated with rising technology costs, declining capital inflows, and global
trade disruptions.

e To assess the spill over impacts on cross-border digital payments, remittances, and investment

movements.
Research Methodology

Based on secondary data sources such as World Bank trade reports, IMF publications, NASSCOM
insights and industry studies (PwC, EY) this article employs a qualitative and exploratory methodology.

The research uses a three-tiered structure:

1. Risks: Evaluation of the risks that tariffs pose to capital inflows, investor sentiment and

technology imports.
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Spillovers: Analysis of indirect impacts on remittances, cross-border financial flows and digital
finance connections between the United States and India.
Strategic Reactions: Examination of FinTech adaptations in India, including localization,

diversification and regulatory assistance.

Risks to the Indian FinTech Sector

Technology Dependency: Indian FinTech companies rely heavily on imported cloud
infrastructure, Al tools and semiconductor hardware from the U.S. and China. The tariff war
indirectly raised costs, as firms had to pay higher for servers, chips and cloud services(7rump’s
Tariff May Hit Indian IT amid Al Shift, Slower Spending | Bengaluru News - The Times of India,
n.d.-b) (Times of India, 2025).

Capital Market Volatility: The uncertainty in global markets following Trump’s tariffs led to
reduced foreign portfolio and venture capital inflows, impacting early-stage Indian FinTech start-

ups that rely on global investors (Economic Times, 2025).

Regulatory Uncertainty: Tariff-induced global trade tensions pushed international regulators to
revisit compliance norms in cross-border digital finance, complicating adherence for Indian

FinTech firms (Reuters, 2025).

2. Spillover Effects

Cross-Border Digital Payments: Integration with U.S. payment networks slowed, increasing
transaction charges for cross-border settlements, which directly affected Indian exporters and

FinTechs handling international transactions (Forbes, 2025).

Remittances: India, being the world’s largest recipient of remittances, faced higher costs and
compliance issues for remittance flows from the U.S., threatening a key foreign exchange source

(World Bank, 2024).

Investor Attitude: Venture capital flows from the U.S. into Indian FinTechs temporarily slowed,

affecting valuations and delaying expansion plans (Economic Times, 2025).

3. Strategic Responses in India

Technology Localization: Indian FinTech firms shifted focus toward self-reliance by expanding
domestic platforms such as UPI, RuPay, and Aadhaar-enabled solutions, thereby reducing

dependency on foreign technology providers (IndiaTimes, 2025).
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Policy Push: Government initiatives under Atmanirbhar Bharat and Digital India strengthened

domestic digital infrastructure and emphasized data sovereignty, creating resilience against tariff

shocks (Economic Times, 2025).

Global Diversification: To mitigate U.S.-centric risks, Indian FinTech firms explored emerging

markets in Southeast Asia, Africa, and the Middle East, leveraging India’s competitive

advantage in digital payment solutions (Forbes, 2025).

Comparative Analysis of Trump’s Tariffs on FinTech Sectors in the U.S., China, and India

Aspect U.S. (Domestic Impact)||China (Primary Target)|| India (Indirect Impact on FinTech)
Not directly targeted but affected via
Aimed to protect U.S. |[Technology, electronics, ||global supply chains in IT and FinTech
manufacturing & reduce (steel, and consumer (Indian IT Sector Not Directly Hit by
Tariff Focus ) )
trade deficit (Reuters, ||goods were major targets ||US Tariffs, yet Ripple Effects Could Be
2019) (Forbes, 2019) Substantial: EY India - The Economic
Times, n.d.)(Economic Times, 2025)
Increased costs of imported FinTech
Higher costs for . infrastructure like cloud and Al tools
) Semiconductor and
Technology |[imported components _ (Trump’s Tariff May Hit Indian IT
‘ hardware exports/imports
Costs raised expenses for tech || ) amid Al Shift, Slower Spending |
hit hard (Guardian, 2019)
firms (Reuters, 2020) Bengaluru News - The Times of India,
n.d.-c)(Times of India, 2025)
Tariff tensions reduced |Decline in FDI and tech o
) ) Slower U.S. venture capital inflows
investor confidence in  |[transfers as U.S. ) ) )
Capital Flows ‘ o into Indian FinTech startups
U.S. markets (CNBC, [tightened restrictions
(Economic Times, 2025)
2019) (Forbes, 2019)
Push for digital sovereignty via UPI,
Push toward ‘
o Boosted domestic RuPay, and Aadhaar-based systems
Financial protectionism and . . _
. . champions like Huawei, |(Donald Trump Tariffs Target India’s
Ecosystem domestic reshoring ‘
o Alipay, and WeChat Pay (886.5B Exports: Here’s How the
Impact (“America First”) _
(Guardian, 2019) Country’s Key Sectors May Respond,
(Reuters, 2019) o
n.d.-b)(IndiaTimes, 2025)
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Aspect U.S. (Domestic Impact)||China (Primary Target)| India (Indirect Impact on FinTech)

New regulatory hurdles . . . .
_ _ Restricted access to U.S. |Spillovers on U.S.—India remittance
Cross-Border |slowed international o . .
digital and financial corridor and cross-border payments

Transactions |/digital payments
markets (Forbes, 2019) |(World Bank, 2024)

(CNBC, 2019)
Reshoring of supply
' o Strengthened domestic

Strategic chains, “America First” '

) ) ecosystems (Huawei
Response industrial push (Reuters, .

Cloud, Alipay,)
2019)

Table Interpretation

The table demonstrates that although China and the United States were directly involved in the trade
dispute, India's FinTech industry was significantly impacted in an indirect manner. India took advantage
of the challenge by boosting domestic technologies like UPI and growing FinTech footprints in emerging
countries, in contrast to China, which experienced direct shocks. This comparative analysis shows how

national digital finance policies might be reshaped differently by global trade disputes.

Conceptual Model of Trump's Tariffs' Effect on Indian FinTech

Conceptual Framework: Impact of Trump’s Tariffs on Indian FinTech

Risks -<Ehy' duced Capi Flows

-

Tariffs (Trum@)} Strategic Reponses (UP] — }]L cosystem in India

e

Figure 1: Conceptual Model of Trump's Tariffs' Effect on Indian FinTech
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The causal relationship between Trump-era tariffs and the Indian FinTech industry is
demonstrated by this approach. Tariffs caused Spillovers (such as interruptions in cross-border
investments and payments) and dangers (such as increased technology prices and decreased capital
flows). Strategic answers to these concerns included broadening overseas relationships, leveraging
regulatory measures (Digital India, Atmanirbhar Bharat), and bolstering domestic infrastructure (UPI,
RuPay). When taken as a whole, these adaptable strategies helped India's FinTech sector become more

robust and competitive internationally.
Conclusion

Through cost increases, supply chain disruptions, and investor anxiety, the Trump
administration's tariffs had an indirect impact on India's FinTech sector. But these difficulties also sped
up India's progress toward policy resilience, indigenous innovation and digital autonomy. Even if there
were substantial short-term risks, the long-term result has been a more robust, independent FinTech
industry with aspirations to go global. To maintain this momentum, policymakers and business
executives must keep improving cybersecurity, diversifying investment sources and bolstering regulatory

clarity.
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