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India has one of the largest cryptocurrency user bases in the world -- with an estimated 100 million to
120 million crypto holders as of 2026, placing it second only to the United States by total number of
users. This scale of adoption makes India a critically important crypto market and makes the question of
how crypto works legally in India one of the most consequential crypto policy questions in the world. The
answer is both simpler and more complicated than most Indian crypto investors realize. Simple version:
crypto is completely legal in India. You can buy it, hold it, sell it, and trade it. You cannot get arrested for
owning Bitcoin. No Indian law prohibits holding or trading cryptocurrency. Complicated version: India
has the heaviest crypto tax burden of any major economy in the world. A flat 30% tax on all crypto gains
with no deductions except acquisition cost, a 1% Tax Deducted at Source on every qualifying
transaction, an 18% GST on exchange trading services, and a prohibition on offsetting crypto losses
against any other income or carrying losses forward -- these rules combine to create an effective tax
rate on active crypto trading that can exceed 49% in India, compared to 0% in the UAE, 0% on
long-term gains in Germany, and 20% on long-term gains in the United States. The Indian government's
approach to cryptocurrency is what regulators describe as a balanced strategy: promote innovation
while ensuring the ecosystem is transparent and responsible. In practice, this means crypto is legal but
heavily monitored, heavily taxed, and increasingly required to operate within a formal compliance
framework that makes every Indian crypto investor's transaction visible to the Income Tax Department,
the Financial Intelligence Unit, and potentially to foreign tax authorities through the OECD Crypto-Asset
Reporting Framework beginning in April 2027. Understanding this framework is not optional for any
Indian crypto investor. It is the foundation of responsible participation in one of the world's most
regulated crypto markets.

01 -- LEGAL STATUS: WHAT INDIA SAYS ABOUT CRYPTO IN 2026

The foundational legal fact about cryptocurrency in India is this: crypto is legal in India but is not legal
tender. This distinction -- legal but not legal tender -- is the most important conceptual boundary in
India's entire crypto regulatory framework and the one that most Indian investors misunderstand.

Bitcoin and other digital assets are considered Virtual Digital Assets -- VDAs -- under the Income Tax
Act, 1961. This allows investors to buy, sell, and hold crypto in India. The VDA classification, introduced



by the Finance Act 2022, gave cryptocurrency its formal legal definition in Indian law for the first time --
ending the ambiguity that had existed since the 2018 Reserve Bank of India circular that attempted to
ban banks from servicing crypto exchanges.

The 2018 RBI circular was struck down by the Supreme Court of India in March 2020 in the landmark
Internet and Mobile Association of India versus Reserve Bank of India case. The Supreme Court of
India struck down the RBI's 2018 circular that had effectively banned banks from servicing crypto
exchanges and traders. The Supreme Court's ruling confirmed that cryptocurrency activity is
constitutionally protected in India and that the RBI's blanket prohibition failed the proportionality test --
the RBI could not demonstrate that crypto caused actual damage to the banking system sufficient to
justify the sweeping restriction.

What is legal: buying, selling, and holding crypto in India. Crypto traders can trade only on registered
domestic and international exchanges that comply with Indian laws and guidelines. Legal to invest in
digital assets as part of a diversified portfolio. What is not legal: use of crypto as a legal form of payment
for services, goods, or salaries; operation of non-registered exchanges or wallet services; engagement
in anonymous or criminal transactions with intent to evade tax.

Starting April 1, 2025, a new player entered the arena: the Securities and Exchange Board of India --
SEBI. SEBI now oversees crypto tokens that resemble securities. This means if a token offers voting
rights, dividends, or promises returns based on the efforts of a third party, it falls under SEBI's
jurisdiction, not just the general VDA framework. This SEBI involvement adds a securities law
dimension to the regulatory framework that Indian investors in altcoins and DeFi tokens need to be
aware of.

All Indian crypto exchanges must be registered with FIU-IND under PMLA. RBI does not
recognise crypto. The e-Rupee CBDC is the only digital currency RBI issues. Foreign
exchanges including Binance and KuCoin are blocked -- using them risks PMLA scrutiny.
Indian investors should use only FIU-IND registered exchanges to remain fully compliant.

02 -- THE TAX FRAMEWORK: INDIA'S HEAVIEST-IN-THE-WORLD CRYPTO TAX

BURDEN

India's crypto tax framework is the most important practical consideration for any Indian Bitcoin or crypto
investor -- because the tax rules directly determine how much of your crypto gains you actually keep,
which investment strategies are economically viable, and what record-keeping you are legally required
to maintain.

Crypto Tax Rules Remain Unchanged in Budget 2026 to 2027: The government has retained the
existing 30% tax on crypto gains and 1% TDS, while focusing on stronger compliance, reporting
requirements, and enforcement against undisclosed crypto transactions. The 30% flat tax rate applies to
all Virtual Digital Assets regardless of holding period -- there is no reduced rate for long-term holdings
the way there is in the United States, the UK, or the European Union.

Income from the transfer -- trading, selling, or swapping -- of virtual digital assets such as crypto and
NFTs will be taxed at 30% plus 4% cess irrespective of whether the income is treated as capital gains or



business income. The tax rate is the same for short-term and long-term gains. Loss from digital assets
cannot be set off against any other income, not even income from other digital currency. This
no-loss-offset rule is the most punitive element of India's crypto tax framework. If you make a 20,000
rupee profit on Bitcoin and a 10,000 rupee loss on Ethereum in the same year, you pay 30% tax on the
20,000 rupee gain and cannot deduct the 10,000 rupee loss. Your net gain is 10,000 rupees but your
tax bill is calculated on 20,000 rupees.

A 1% TDS is deducted at source on every transfer of VDA above Rs 10,000 -- Rs 50,000 for individuals.
The exchange handles the TDS deduction automatically. The 1% TDS is not an additional tax -- it is an
advance tax payment that is credited against your total tax liability when you file your Income Tax
Return. But it does reduce your available capital with every transaction, making frequent trading
significantly less efficient than it would be without the TDS mechanism.

Starting July 2025, major exchanges began applying an 18% Goods and Services Tax on trading
activities, including spot trades, derivatives, and staking rewards. This stacks on top of the income tax.
When you combine the 30% income tax, the 1% TDS, and the 18% GST, the effective tax rate on
certain transactions can exceed 49%. This combined burden is why many investors now prefer holding
assets rather than trading actively -- long-term holding minimizes taxable events and defers the 30% tax
liability until you actually sell.

From April 1, 2026, crypto exchanges in India are required to share user transaction data directly with
the Income Tax Department, significantly increasing transparency and enforcement. This means your
exchange transaction history is now visible to Indian tax authorities. Hiding VDA in ITR -- exchanges
share data with the Income Tax Department under Section 285BA. Mismatch shows up in AIS.

INDIA TAX SUMMARY 2026: 30 percent flat tax on all crypto gains -- no reduced rate for
long-term holdings. 4 percent cess on top of tax. 1 percent TDS on transfers above Rs 10,000
deducted automatically by exchange. 18 percent GST on trading services from July 2025. No
loss offset against gains or other income. No carry-forward of losses. Only deduction
allowed: acquisition cost. Report under Schedule VDA in ITR. Exchanges share data with
Income Tax Department from April 1 2026. CARF cross-border reporting begins April 2027.

03 -- THE BEST EXCHANGES FOR INDIAN CRYPTO INVESTORS

Choosing the right exchange is especially important for Indian crypto investors because only FIU-IND
registered exchanges operate legally in India, because the NGN banking integration determines how
easily you can deposit and withdraw rupees, and because the exchange's transaction reporting
infrastructure directly affects how accurately your tax filings can be prepared.

CoinDCX is India's largest cryptocurrency exchange by user count and one of the most comprehensive
platforms for Indian crypto investors. CoinDCX supports INR deposits through bank transfer and UPI,
provides a wide range of cryptocurrencies including Bitcoin, Ethereum, Solana, and hundreds of
altcoins, and is registered with FIU-IND. The platform provides detailed transaction history exports in
CSV format that are compatible with Indian crypto tax software. CoinDCX's mobile app is the most
downloaded crypto app in India and is designed specifically for the Indian market with Hindi language
support and UPI integration that makes INR deposits instant and fee-free for most bank transfers.



WazirX was India's most widely used exchange before its August 2024 security incident that resulted in
a significant theft of customer funds. As of 2026, WazirX has been working through its recovery and
restructuring process under court supervision. Indian investors should verify the current status of
WazirX withdrawals and regulatory standing before using the platform, as the situation has been
evolving significantly since the 2024 incident.

Zebpay is one of India's oldest crypto exchanges, founded in 2014, and has maintained FIU-IND
registration and INR banking integration through the various regulatory cycles that have affected the
Indian market. Zebpay is known for its strong security practices and its conservative approach to adding
new cryptocurrencies -- a philosophy that prioritizes Bitcoin and Ethereum over speculative altcoins and
aligns well with the long-term holding strategy that India's tax framework incentivizes.

Mudrex is an Indian platform that combines cryptocurrency investment with automated investment
strategies -- allowing Indian investors to set up systematic investment plans in Bitcoin and other
cryptocurrencies similar to a mutual fund SIP. Mudrex's SIP approach is particularly well-suited to the
Indian investment culture of rupee-cost averaging and aligns with the long-term holding strategy that
minimizes taxable events under India's 30% flat tax.

BitBNS -- now rebranded as Giottus -- is another FIU-IND registered Indian exchange that supports INR
deposits and provides a range of cryptocurrencies. Giottus has built a reputation for strong customer

service and is particularly popular among Indian investors who trade altcoins alongside Bitcoin.

04 -- HOW TO BUY YOUR FIRST BITCOIN IN INDIA: STEP BY STEP

The process of buying Bitcoin in India follows the same fundamental steps as in most other jurisdictions
but with India-specific requirements for KYC documentation and the UPI payment integration that
makes INR deposits particularly efficient.

Step one: create an account on a FIU-IND registered exchange. Go to the official website of your
chosen exchange -- CoinDCX at coindcx.com, Zebpay at zebpay.com, or Mudrex at mudrex.com. Sign
up with your email address or mobile number and create a strong password. Enable two-factor
authentication immediately after account creation -- use Google Authenticator or Authy rather than
SMS-based 2FA.

Complete KYC: submit PAN, Aadhaar, and sometimes a selfie. Indian exchange KYC is more
comprehensive than many other jurisdictions because it links your crypto trading activity directly to your
PAN number -- the same identifier your bank and the Income Tax Department use. This linkage is what
allows exchanges to report your transaction data to the Income Tax Department under the Section
285BA reporting requirements that took effect from April 1, 2026. KYC typically takes 24 to 72 hours to
verify.

Step three: deposit Indian rupees. Once KYC is approved, navigate to the deposit section and select
INR as the currency. Most Indian exchanges support UPI deposits -- the Unified Payments Interface
system that allows instant bank-to-exchange transfers from any UPI-enabled bank account using your
UPI ID. UPI deposits are typically instant and free. Bank transfer deposits via NEFT or IMPS are also
available and typically settle within a few hours. Daily deposit limits vary by exchange and by your KYC



verification level.

Step four: buy Bitcoin. Navigate to the Buy or Trade section, select Bitcoin -- BTC -- as the asset you
want to purchase, enter the amount in rupees you want to spend or the amount of Bitcoin you want to
receive, review the current exchange rate and any trading fee, and confirm the purchase. Your Bitcoin
will appear in your exchange wallet immediately. Save the transaction confirmation for your tax records.

Step five: maintain complete transaction records. Given India's Schedule VDA reporting requirement
and the mandatory exchange-to-Income Tax Department data sharing from April 2026, maintaining your
own independent record of every transaction is essential. Record the date of each purchase, the
amount of Bitcoin bought, the price in rupees paid, and any fees. This record is your cost basis
documentation for the 30% capital gains calculation when you eventually sell.

05 -- TAX FILING IN INDIA: SCHEDULE VDA AND WHAT YOU NEED TO REPORT

Tax compliance is non-negotiable for Indian crypto investors in 2026 -- both because the legal obligation
is clear and because the Income Tax Department now has direct access to exchange transaction data
that it can compare against your filed ITR. Exchanges are required to share user data with tax
authorities. If your ITR does not match the TDS deducted by exchanges, the IT department may send a
notice.

From the financial year 2025 to 2026 onward, investors must report crypto gains under the Schedule
VDA section in Income Tax Return forms. The Schedule VDA section specifically captures Virtual Digital
Asset income and is separate from the capital gains and business income schedules that apply to other
investments. Most Indian tax filing platforms -- ClearTax, Tax2Win, KoinX -- have built dedicated crypto
tax tools that import your exchange transaction history and automatically calculate your Schedule VDA
liability.

The taxable events you must report include: selling Bitcoin or any other crypto for Indian rupees -- the
gain is the sale price minus the acquisition cost; trading one cryptocurrency for another -- the IRS India
treats crypto-to-crypto swaps as a taxable disposal of the first asset at its fair market value in rupees on
the date of the swap; spending crypto to purchase goods or services -- treated as a disposal at fair
market value; receiving crypto as income from staking, mining, airdrops, or employer payment -- taxable
at fair market value in rupees on the date of receipt.

The 1% TDS that your exchange deducts from every qualifying transaction is reported in Form 26AS
and the Annual Information Statement -- AIS -- that the Income Tax Department makes available to
every taxpayer. When you file your ITR, the TDS already deducted is credited against your total 30% tax
liability, reducing the amount you owe on filing. If the TDS deducted exceeds your total tax liability, you
can claim a refund of the excess.

India is planning to adopt the OECD's Crypto-Asset Reporting Framework -- CARF -- by April 2027,
enabling automatic global data sharing on offshore wallets and exchange trades. This means investors'
overseas holdings will no longer remain invisible, with retroactive reporting possible. Indian investors
who use offshore platforms or hold crypto in foreign wallets should begin organizing their complete
transaction histories now to prepare for the CARF compliance requirements that will apply from April



2027.

06 -- COMMON MISTAKES INDIAN CRYPTO BEGINNERS MAKE AND HOW TO

AVOID THEM

The combination of India's complex tax framework and its strict regulatory environment creates a
specific set of compliance errors that Indian crypto beginners make most frequently. Understanding
these mistakes before you start investing protects you from penalties, notices, and unnecessary tax
exposure.

Trading on Binance or foreign exchanges to save 30% tax -- you cannot legally bring profits back to
India through banking channels. Hiding VDA in ITR -- exchanges share data with the Income Tax
Department under Section 285BA. Setting off crypto loss against equity or mutual fund profits -- not
allowed. P2P trades to avoid TDS -- buyer is still legally required to deduct 1%. Treating an airdrop as
free -- taxable on receipt. Sending crypto to a foreign wallet for safekeeping without reporting -- could be
flagged as illegal outward transfer. Believing crypto is anonymous -- every Indian exchange transaction
is KYC-tied to your PAN.

The most consequential mistake is using offshore exchanges to avoid India's tax framework. Foreign
exchanges including Binance and KuCoin were blocked in India by FIU-IND for operating without
registration. Using a VPN to access blocked foreign exchanges does not remove your Indian tax
obligation -- it adds PMLA scrutiny risk on top of the existing 30% tax liability. When you bring profits
back to India through banking channels after trading on an offshore platform, the source of funds
question from your bank can trigger a formal FEMA investigation with penalties of up to three times the
transaction amount.

The second most consequential mistake is not maintaining transaction records. Indian crypto tax
software platforms -- KoinX, ClearTax crypto module, Tax2Win -- can import your exchange transaction
history automatically and calculate your Schedule VDA liability. But if you have traded across multiple
exchanges and platforms over multiple years, manual reconciliation is required for the periods where
automated import is incomplete. Start maintaining records from your first transaction.

07 -- CONCLUSION: INDIA IS A HIGH-TAX BUT LEGAL AND GROWING CRYPTO

MARKET

India's position as the world's second-largest crypto user base by number of investors -- with 100 million
to 120 million holders -- reflects the same combination of genuine financial demand and technological
adoption that drives crypto growth in every major emerging market. Indian investors understand store of
value. They understand the debasement of fiat currency. They understand the cross-border payment
utility of Bitcoin. And they have adopted cryptocurrency at a scale that makes India a market no global
crypto institution can ignore.

The tax framework that governs Indian crypto in 2026 -- 30% flat tax, 1% TDS, 18% GST on exchange
services, no loss offsets, mandatory Schedule VDA reporting, and from April 2027 the CARF



international data sharing framework -- is unquestionably the most punitive major-economy crypto tax
regime in the world. It has driven many Indian traders offshore, reduced domestic trading volume
significantly, and created a market structure where long-term holding dominates because the tax cost of
active trading is economically prohibitive for most retail investors.

But punitive taxes are not the same as prohibition. Bitcoin is legal in India. Holding it is legal. Profiting
from it is legal -- and taxable. The institutional adoption wave documented throughout the Alain Al Lab
research library -- the BlackRock BITA Bitcoin income ETF, the US Strategic Bitcoin Reserve, the SEC
and CFTC joint token taxonomy, the GENIUS Act stablecoin framework -- is building global institutional
legitimacy for Bitcoin as an asset class that will eventually influence India's regulatory posture. When
the G20 governments that met in New Delhi in 2023 to coordinate on crypto regulation see the United
States formalizing a Strategic Bitcoin Reserve and the European Union establishing MiCA, India's own
regulatory evolution will continue. The investors who are already positioned, already compliant, and
already holding through the 2026 accumulation window are the investors who will benefit from that
evolution. Use FIU-IND registered exchanges only. Complete your KYC. Pay your taxes. Maintain your
records. Hold through the cycle. Proverbs 13:22 says a good person leaves an inheritance for their
grandchildren. The Bitcoin accumulated responsibly and compliantly today is the foundation of that
inheritance.

India legal status 2026: crypto fully legal, not legal tender. 30 percent flat tax on all VDA gains.
4 percent cess. 1 percent TDS per transaction above Rs 10,000. 18 percent GST on exchange
services from July 2025. No loss offset. No carry-forward. Schedule VDA mandatory in ITR.
FIU-IND registered exchanges only -- foreign exchanges blocked. Exchanges share data with
Income Tax Department from April 1 2026. CARF international reporting from April 2027. Best
exchanges: CoinDCX Zebpay Mudrex Giottus. KYC requires PAN and Aadhaar. Long-term
holding is the most tax-efficient strategy.

intelligencecrypto.org | Alain Al Lab | Institutional Research | June 2026

This report is for informational and educational purposes only and does not constitute financial or legal advice. Indian crypto
regulations change frequently. Consult a qualified tax professional familiar with Indian VDA rules before investing.



