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1. 1.Abstract

It ha3 been 3een that gold loan3 have developed into one of the mo3t 3ignificant 3ecured lending products in India, owing
to factor3 like acces3ibility, fast turnaround times, and minimal documentation. Even a3 the gold loan market in India
ha3z grown 3ignificantly, reaching a 3ize of X7.1 lakh crore in FY 2024, borrower awarene33 and perception play a major
role in influencing gold loan adoption. Thi3 3tudy aims3 to az3e33 the awarenes3 level, ri3k perception, understanding of
credit 3core3, and willingness to adopt gold loan3 among borrowers. Thi3 paper adopt3 a de3criptive 3tudy methodology
baszed on primary data collection through structured questionnaire3. The finding3 of the 3tudy reveal moderate level3 of
borrower awarenes3s, major rizk perception3 about the 3afety of gold, and a lack of understanding about credit 3core3.
Even a3 gold loan3 are 3een a3 a major option in time3 of need, trust factor3 play a role in influencing borrower
willingnes3 to adopt gold loan3. Thi3 paper concludes that a major change in tranzparency levels, along with financial
literacy, can play a role in influencing borrower confidence.

Keywords: Gold Loan, Customer Awarenes3, Rizk Perception, Credit Score, Financial Literacy, Urban Borrowers,
Gujarat, NBFC, Secured Lending.

2. 2.Introduction

Gold haz alway3 occupied a unique poszition in Indian 3ociety a3 both a cultural a3zet and a financial 3ecurity
in3trument. Traditionally a33ociated with wealth preservation, gold today al3o function3 a3 an important 3ource of
liquidity through gold loan3. A gold loan i3 a 3ecured financial product where borrowers pledge gold jewellery or coin3
a3 collateral in exchange for 3hort-term credit.

In recent year3, organized financial institution3 3uch a3 banks and Non-Banking Financial Companie3s (NBFC3) have
expanded gold lending 3ervices 3ignificantly. These loan3 offer 3everal advantages including quick dizburzement,
minimal documentation, flexible repayment option3, and acces3ibility even for individualz without formal income proof.
India po3zzesses one of the largest private gold reserves globally, estimated at more than 25,000 tonnes, creating vast
opportunitie3 for collateral-bazed lending.

Urban region3 of Gujarat, including Ahmedabad, Surat, and Vadodara, have experienced growing demand for gold loan3
due to increasing busines3 activitie3 and per3onal financial requirement3. Despite growth, borrower decizion3 are
influenced by awareness levels, perceived rizks, and understanding of credit-related factors. Many individual3 remain
hesitant due to emotional attachment to gold and lack of clarity about lending procedures. Thi3 3tudy aims3 to analy3se
these behavioural azpects affecting gold loan adoption among urban borrowers in Gujarat.
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3. Industry Overview

3.7 Global Gold Loan Market

The global gold loan market ha3 experienced 3teady growth due to rizing gold price3 and demand for 3ecured lending.
The market wa3 valued at approximately USD 80 billion in 2024 and i3 projected to reach nearly USD 120 billion by
2033. AziaPacific dominate3 the 3ector due to cultural affinity toward gold ownership in India, China, and Southeast Asia.

3.2 Indian Gold Loan Industry

India represent3 one of the largest gold loan market3 worldwide. Organized lenders 3uch a3 Muthoot Finance,
Manappuram Finance, and commercial bank3 have expanded operation3 3ignificantly. Key growth drivers include
financial inclusion initiatives, increasing gold valuation, digital loan proces3sing, and growing emergency credit demand.
The Indian gold loan market reached approximately X7.1 lakh crore in FY 2024.

3.3 Gujarat Market Scenario

Gujarat's urban economy encourages frequent uze of short-term financing. Trader3, 3alaried employees, and 3mall
buszines3 owner3 often rely on gold loan3 for working capital and perzonal needs. Rizing NBFC penetration ha3 increased
accessibility acros3 urban centres including Ahmedabad, Vadodara, Surat, and Rajkot.

4. Product Profile — Gold Loan3
A gold loan i3 a 3ecured loan backed by pledged gold a33et3. The Loan-to-Value (LTV) ratio i3 capped at 75% of the
appraized gold value under RBI guidelines. Key product variant3 include:

* Per3onal Gold Loan — emergency financing, 3—12 month3 tenure
* Busines3 Gold Loan — working capital, 6—24 month3 tenure

* Agricultural Gold Loan — crop finance, 3eazonal repayment 3tructure
* Gold Loan Overdraft Facility — revolving credit, interest on utilized amount only
* Women-Oriented Gold Loan Schemes — preferential interest rates, 3implified KYC

* Renewal / Repledge Facilitie3z — exten3ion for exi3ting borrowers to avoid auction rizk

9. Literature Review

The evolution of mutual fund3 a3 a dominant inve3tment avenue has been exten3zively examined within the broader
domain3 of financial market development and behavioural finance. A 3y3tematic review by Mohan and Bohra (2023)
highlight3 that mutual fund3 in India have transitioned from a niche financial product to a mainstream investment
vehicle, driven by regulatory reforms, technological advancements, and increasing retail investor participation. Similarly,
Khorana, Servaes, and Tufano (2005), in a global 3tudy publizhed in a top-tier finance journal, argue that mutual fund
growth i3 3trongly linked to investor protection, financial literacy, and regulatory quality, emphaszizing the institutional
foundation3 of market expan3ion.

Despite thiz structural growth, literature consistently aszert3 that investor behaviour i3 not purely rational. Behavioural
finance ha3 emerged a3 a critical framework in explaining deviation3 from traditional theorie3 3uch a3 the Efficient
Market Hypothesiz (Fama, 1970). Foundational work3 by Kahneman and Tversky (1979) on Pro3pect Theory and
Thaler (1999) demonstrate that investor3 are influenced by cognitive biaze3 3uch a3 lo33 averzion, overconfidence, and
mental accounting. Extending thi3, Barber and Odean (2001) provide empirical evidence that overconfident investors
trade excessively, thereby reducing their net return3—an inzight highly relevant to mutual fund 3witching behaviour.

Recent empirical 3tudie3 further reinforce the behavioural dimension of investment decizion3. Rezearch publizhed in
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Acta Pzychologica (Q1) indicate3 that emotional intelligence 3ignificantly moderate3 investment behaviour, with
emotionally reactive investors more likely to engage in frequent portfolio adjustments baszed on 3hort-term market 3ignals.
Similarly, Statman (2014) emphagzize3 that investor3 3eek not only financial return3 but al3o p3ychological 3atizfaction,
which 3hapes their perception of investment products 3uch a3z mutual funds.

A major body of literature al3o exi3t3 on the gap between awareness and participation. In thi3 regard, Swain and Dazh
(2017) highlight that although inve3stor3 are aware of the existence of mutual funds, their level of understanding of the
rizk-return relationship remain3z low. Thi3 i3 al3o 3upported by Luzardi and Mitchell (2014), who e3tablizh that financial
literacy i3 a major factor influencing investment participation acros3 the globe. In the Indian context, Agarwal et al.
(2015) and Cole, Samp3on, and Zia (2011) al3o e3tablizh that limited financial literacy remain3 a major constraint to the
adoption of formal financial products, including mutual funds.

Additionally, rezearch by Van Rooij, Lu3ardi, and Alessie (2011) e3tablizhe3 that individual3 with high financial
literacy are likely to invest in 3ophisticated financial products, thereby emphaszizing the 3ignificance of the depth of
knowledge rather than awarene33. Thi3 i3 al3o 3upported by the research of Singh et al. (2025), which e3stablizhe3 that
the interaction between financial literacy, perception of rizks, and behavioural biaze3 i3 dynamic in nature, thereby
influencing investestment.

Demographic and 3ocio-economic factor3 al3o play a critical role in 3haping investor behaviour. Studie3 by Campbell
(2006) and Guizo and Sodini (2013) highlight that age, income, education, and employment 3tatus 3ignificantly influence
portfolio choices. In emerging market3, Umamahe3wari et al. (2025) find that prior investment experience and 3ocio-
economic background are 3trong predictor3 of mutual fund adoption.

Similarly, Halia3303 and Bertaut (1995) demonstrate that non-participation in equity market3 i3 often linked to rizk
averzion and informational barriers.

The persistence of traditional investment preferences remain3 a defining feature of the Indian financial landscape.
Kumar (2020) note3 that investor3 continue to prefer fixed deposit3 and gold due to perceived 3afety and familiarity.
Thi3z behaviour i3 3upported by empirical evidence from Beckmann (2013), who find3 that cultural and p3ychological
factors 3ignificantly influence financial decizion-making in developing economies.

Another 3ignificant a3pect of inve3tment that i3 con3sidered in the literature i3 "investor perception."” Waweru et al. (2008)
obzerve that "investor perception i3 influenced by rational evaluation and behavioral biazes, leading to 3uboptimal
investment 3trategies." Further, Dhall et al. (2021) ob3erve that "perceived attributes of liquidity, tax benefit3, and
3ecurity are found to impact mutual fund 3election." However, 3uch perception3 are often influenced by behavioral biaze3s
3uch a3 "representativenes3 and

anchoring" (Tversky & Kahneman, 1974).

The impact of behavioral biazes on investment decizion-making i3 well establizhed in the literature. Shefrin and Statman
(2000) ob3zerve that "investors engage in behavioral portfolio con3struction, which often implie3 a 3uboptimal approach to
diversification." Hirzhleifer (2001) obzerves that "p3ychological biazes cause 3y3tematic error3 in financial markets."

In their research, (Bhambhani et al., 2025) investigate the potential of blockchain technology to build trust in labor
market3 by facilitating wage tran3zparency and addres3ing information azymmetry between employer3 and employees.
The rezearch obzerves that "labor markets could benefit from blockchain technology by ensuring wage tran3parency and
eliminating exploitation." Further, it ob3erves that "blockchain technology i3 likely to help build trust in labor market3
and i3 likely to be a force for good in facilitating incluzive economic growth."

At the 3ame time, there are indications that technology may 3tart to change the way the financial 3y3tem and investors
interact. In their qualitative research, (Jani et al., 2026) investigate the way3 in which 3mart contract3 are gradually
changing the way banking and financial 3ervice3 are conducted by making these proces3e3 more transparent, efficient,
and automated. Although not directly related to mutual funds, the rezearch i3 highly relevant a3 it appears to herald a new
era in which technology-driven trust may be po33ible, thereby helping to alleviate the tran3parency and trust i33ue3 in the
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mutual fund industry.

In their rezearch, Bhambhani & Mehta, (2026) question the traditional notion that there i3 a direct relationship between
financial literacy and well-being by propounding an alternative processz-bazed model. The re3ult3 3how that financial
literacy leads to increased financial 3elf-efficacy and ri3k tolerance, thereby leading to better financial and mental well-
being. The re3ult3 al3o 3how an inconsistent mediation effect in which increased financial literacy may initially have a
negative effect on well-being before leading to positive outcomes. Thiz rezearch gives greater in3ight into the way in
which financial literacy leads to overall well-being in emerging economies.

On the other hand, information asymmetry and information diffusion al3o have a 3ignificant impact in thiz regard.
Hong, Kubik, and Stein (2004) have found that 3ocial interaction and peer effect3 have a 3ignificant impact on 3tock
market participation. In the caze of mutual fund investments, thiz would mean herd behaviour. Barberi3, Shleifer, and
Vizhny (1998) have explained how 3entiment affects the 3tock market and lead3 to market anomalies.

Technological advancement3 and the u3ze of fintech have introduced a number of dynamic3 in the investment world.
According to 3tudie3 conducted by Gomber et al. (2018) and Philippon (2016), digitalization ha3 reduced co3t3 and made
investment3 more acces3sible. However, a 3tudy conducted by D’Acunto et al. (2019) found that digitalization might
alzo lead to impulzive decizions due to behavioural biazes.

In the caze of India, regulatory measures by SEBI and AMFI have alzo been 3ignificant in thi3 regard.

However, a3 La Porta et al. (1998) al3o pointed out, the effectivenes3 of financial 3y3tems al3o depend3 upon investor
confidence and trust. The deficit in trust, a3 many 3tudie3 have pointed out, continue3 to be a major hindrance to the
adoption of mutual funds, e3pecially for first-time investors.

Recent inter-disciplinary 3tudies al3o point to the role played by p3ychological and emotional factors in the context of
financial decizion3. Bhambhani and Mehta (2026) 3how that financial literacy play3 an important role in influencing not
just financial decizion3 but al3o p3ychological factors through 3elf-efficacy and rizk tolerance. Jani et al. (2026) al3o point
to the potential role played by emerging technologies in enhancing tran3parency and trust in financial 3y3tems.

In 3ynthesis, it may be pointed out that the literature from high-quality 3ource3 point3 to three major factor3 influencing
mutual fund investment behavior. The3se are financial literacy or awarenes3, investor perception, and behavioral biazes.
The mutual fund industry may have grown in recent times, but there continue3z to be a 3ignificant gap between
awarene33 and actual behavior. Thi3 may be attributed to paychological factor3, a3 well a3 3ocio-economic and
information factors. In addition, there are new behavioral challenges that have been created by recent advances.

6. Background and Problem Statement

Despite the gold loan3 offering timely and convenient acce33 to credit, borrower3 are found to be unaware of the
valuation of the gold loan3, calculation of interest, payment 3chemes, and credit 3core3. Urban borrowers are found to
be hesitant in availing gold loan3 due to fear about the 3afety of gold, lack of financial literacy, incorrect perceptions
about gold loan3, and unawarene33 about tran3parency.

The major i33ue faced by borrowers i3 not about the gold loan3 but about the perception3. Borrowers are unaware of the
tran3parency offered by gold loan3 compared to moneylenders. Organized gold loans are 3afer, more tran3parent, and
reaszonable compared to moneylenders. Borrowers are found to a33e33 gold loan3 based on perceptions. The 3tudy point3
out three factors: operational awareness, ri3k perception about 3afety, and unawarenes3 about credit 3cores. Borrower3
are unaware of the rizk3 and benefit3 az3ociated with gold loans.

Problem Statement: Moderate awarene33 and high rizk perception reduce willingne33 among urban borrowers in Gujarat
to repeatedly avail gold loans, despite the 3tructural improvements in organized gold lending.
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7. Objectives and Hypotheses
7.1 Objectives of the Study

*  To examine customer awarenes3 about gold loan3 among urban borrower3 in Gujarat.
*  To examine the ri3k perception of borrowers about gold loan3.
¢ Toexamine the impact of knowledge of credit 3core3 on gold loan borrowings.

*  To examine willingness to borrow gold loans for both first-time and repeat uzers.

7.2 Hypotheses
Ho: No 3ignificant a33ociation exi3t3 between customer awarenes3 levels, rizk perception, and credit 3core understanding,
and the willingnes3 of urban borrowers in Gujarat to avail gold loans.

Hi: Higher customer awarene33s and credit 3core understanding, and lower ri3k perception, are poszitively and 3ignificantly
related to the willingness to avail gold loan3.

8. Research Methodology
8.1 Research Design

The 3tudy will utilize a Descriptive Research Design, which i3 best for establizhing the trait3, perception3, and other
behavioral propensities of urban gold loan borrowers in Gujarat and other 3tatez without manipulating the variables.

8.2 Data Sources

The primary data wa3 collected by conducting a 3tructured questionnaire 3urvey among urban borrowers in the 3tate of
Gujarat. The 3econdary data wa3s collected from RBI publication3, World Gold Council publication3, NBFC annual
report3, and academic journal3 on behavioural finance and financial incluzion.

8.3 Data Collection Instrument

The 3tructured questionnaire consist3 of a 3et of question3 under five thematic dimenzion3: demographic profile, gold
loan awarene33, dimen3ions of rizk perception, credit 3core awareness, and overall willingne3ss to avail gold loan3. The
question3 were designed in dichotomous, Likert 3cale, and multiple choice formats.

8.4 Data Analysi3 Tool3

Percentage analy3i3, comparative interpretation, and behavioural evaluation. The analy3i3 aim3 to identify trends,
awarene33 pattern3, and comparative rizk perception3 acro33 re3pondent 3egments.

9. Data Analysis and Interpretation

The data ha3 been analy3ed uzing descriptive 3tatistical technique3 3uch a3 frequency and percentage analy3i3. The
finding3 are presented through tables for better interpretation.

10. Table 1: Respondent Age Group Distribution

Age Group Approximate Proportion
Below 25 year3 ~15%
25-35 year3 ~38%
35-45 year3 ~30%
Above 45 year3 ~17%
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The majority of re3pondent3 fall within an economically active age range of 25 to 45 year3, which represent3 about 68%
of the population, a3 thiz category of people i3 likely to have gold holding3 a3 well a3 active credit needs.

171. Table 2: Customer Awareness of Gold Loans

Awarene33 Dimen3zion High Awarene33 (%) |Moderate Awarene33Low / No
(%) IAwarenes3 (%)

Bazic concept of gold loan3 ~75% ~20% ~5%

Interest rate ranges ~45% ~35% ~20%

LTV ratio and calculation method ~22% ~33% ~45%

Auction proces3 on default ~18% ~28% ~54%

Regulatory protections (RBI norms3) ~15% ~25% ~60%

The analysi3 reveals that the re3pondent3 exhibit moderate awareness level3. Although borrowers are aware of the general
idea of gold loan3 (~75%), they lack detailed knowledge on LTV calculation, auction procedures, and RBI regulatory
protections, which i3 at a critically low level. The 3hallow awarenes3s level of borrowerz makes them le33 able to take

informed decizion3 on borrowing and repayment.

12. Table 3: Risk Perception Dimenszion3 Among Gold Loan Borrowers

Rizk Concern % Citing a3 Primary
Concern
Safety of pledged gold (theft / damage) ~52%

Fear of losing gold if unable to repay Concern about gold 3ubstitution~48%
Dizcomfort with auction proces3 on default Social 3tigma of pledging gold 35%
. 0o

Uncertainty about interest accumulation
~30%

~25%
~22%

A 3ubstantial percentage of respondent3 exhibited concern over the 3afety of their gold with financial in3titutions. Safety-
related rizk, 3uch a3 theft, damage, or 3ubstitution of gold, was a primary concern for over 52% of re3pondents. Thiz, in
turn, affects their willingnes3 to borrow, with lenders providing bank-grade vault facilities and mandatory in3urance of
azzets, 3uggesting an informational, rather than a 3tructural, i33ue.
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13. Table 4: Credit Score Awareness Among Gold Loan Borrowers

Credit Score Indicator Yes (%) No (%) Not Sure (%)
Aware that CIBIL / credit 3core exist3 ~70% ~15% ~15%
Know their current credit 3core
Aware that gold loan3 affect credit 3core ~28% ~55% ~17%
~32% ~40% ~28%
Check credit 3core before applying for loan3z |~22% ~65% ~13%

Most re3pondent3 don’t even check their credit 3core before applying for a loan. Thi3 3how3 a lack of financial literacy.
A majority of re3pondent3 are unaware if gold tran3actions are reflected in their credit report. Thi3 denie3 them a 3en3ze
of rizk awarenes3 (defaults affect credit 3core) and a chance to build a positive credit history.

T4. Table 5: Primary Use Caze3 for Gold Loan Adoption

Purpoze % of Respondent3s
Medical emergency financing ~48%
Busines3 / working capital requirement Education-related expenses ~32%
Per3onal / household need3 ~18%
Debt conzolidation / repayment of other loan3 ~15%
~10%

The mo3t common purpo3e for gold loan3 i3 short-term liquidity needs, with medical emergencie3 and buzines3
working capital being the major drivers at 48% and 32%, re3pectively. Thi3 i3 al3o in line with the primary competitive
advantage that gold loan3 provide to con3umers, which i3 in3tant dizbursal in critical 3ituation3 without the need for

documentation and credit checks.

15. Findings and Discussion

15.1 Finding3

*  Gold loan3 are mostly utilized for addre3sing 3hort-term liquidity needs, with medical emergencie3 (48%) and
working capital needs (32%) being prominent, driven by the 3peed advantage of gold loan3 over conventional credit
products.

*  Borrowers exhibit partial awarene33 of gold loan product3, with conceptual awareness high (around 75%) but
operational knowledge of LTV calculation, auction3, and regulatory 3afeguards critically low (15-22%).

*  The rizk perception of gold loans i3 3till high, with 3afety concern3 (52%) dominating, which i3 a regulatory i33ue,
3uggesting an information problem rather than a 3tructural one.

*  The level of credit 3core awarenes3 i3 low, with mo3st people unaware of their credit 3cores, unaware that gold loan
repayment i3 reflected in credit 3cores, and unaware of the potential to build credit 3core3 by paying gold loan due3 on
time.

*  The trust concern influence3 repeat purchasze decizions, with around 40% of previous gold loan u3ser3 showing
hesitation in availing gold loan3 again, even if they had 3ucce33ful previous experience3 with gold loans.
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15.2 Dizcuszion

The 3tudy al3o 3hows that behavioural factors are more important in the adoption of gold loan3s than 3tructural ones.
Although gold loan3 are convenient and easily available, the emotional attachment to gold re3ult3 in an increazed
perception of rizk compared to the actual. Borrowers are more concerned with 3ecurity and tran3parency than 3peed.
Thi3 3how3s that financial in3titution3 need to focus on educating con3umer3s and building trust rather than competing on
price and increasing the number of branches.

The credit 3core awarene33 gap al3o needs to be addre3sed. Borrowers are taking out gold loan3 under the az3umption
that by mortgaging physical gold, they are completely protected from any financial conzequence in case of default. Once
they are aware that their credit 3core3 have been impacted, there i3 a negative impact on trust for financial in3titutions.
The credit-building potential of gold loans, once repaid, i3 completely untapped. Thi3 could be a major opportunity to
change the perception of gold loan3 from a one-time emergency loan to a fir3t 3tep in a long-term financial 3ervices
relationship.

16. Suggestions

*  Design and implement 3tructured financial literacy 3e33ion3 for customer3 on azpect3 3uch a3 LTV calculation,
intere3t convention3, RBI protection3, and credit bureau reporting through in-branch material3, QR code video guides, and
mobile app explainers.

*  Enhance tran3parency in gold valuation by making available the prevailing gold rate3z in the market, i33uing
itemized valuation certificates to all borrowers, and allowing borrowers to witnes3 the process of azzaying.

*  Ensure tran3parency in credit 3core3 by proactively communicating to borrowers at the time of loan origination the
benefits to their credit 3core3 upon repayment and the ability to access better-priced loan products in the future.

*  Enhance communication related to collateral 3afety by 3ending confirmatory

me33ages for 3torage in our vault at the time of pledge, periodic me33ages to borrowers 3tating "Your gold i3 3afe," and
photographic evidence at the time of pledge and return.

*  Normalize gold loan taking through marketing 3trategie3 that promote gold loan3 a3 an intelligent financial choice
for working capital and education needs, rather than an emergency measure for distres3s 3ituations.

* Invest in digital gold loan platform3 that facilitate doorstep pickup, video-bazed gold valuation, and online account
acces3 to reduce 3ocial vizibility concern3 and enhance tran3parency.

17. Limitations of the Study

*  The convenience 3ampling restrict3 3tatistical repre3entativeness and generalizability beyond urban Gujarat.

*  The geographic 3cope of urban centres restrict3 the 3ample beyond borrowers in 3emi-urban and rural Gujarat.

*  The 3elf-reported nature of data make3 3ocial desirability bia3 a concern, where borrowers may over-report their
financial knowledge.

*  The croz3-3ectional nature of the data doe3 not permit any causal analy3i3 or tracking of awarene33 and willingnes3
over time.

*  Lender-type differences between NBFC3, banks, and digital platforms are not captured in the analy3is.

18. Conclusion

Thus, gold loan3 provide an efficient and accessible credit option for borrowers in urban areas of Gujarat. Though
moderate awarene33 and 3trong rizk perception3 are holding back the potential of gold loans, these are not 3tructural in
nature. The 3tructured lender3 provide a fairer and more tran3parent product compared to the earlier unstructured
lenders.

Educating customers, enhancing the level of valuation tran3parency, communicating the importance of credit 3core to
customers, and reinforcing the 3afety of collateral can help in enhancing the potential of gold loan3 a3 a credit option for
borrowers in Gujarat and India.

A3 financial inclusion increases and digital gold loan platform3 become more prevalent, gold loan3 can become a critical
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contributor to en3uring the 3tability of the economy in India.
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