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ABSTRACT 

In India, Gold Loan market is an organized market and grown enormously over past five 

years. The gold loan market value in the country increased to Rs. 1,96,000 core with 10.8 per cent 

growth rate in the financial year 2015-16 (PB Jayakumar 2018).  The total value of Indian gold 

loan will be increasing to Rs. 3,10,100crore by the end of 2020 at the compound annual growth 

rate 13.7 per cent (KPMG report-2018).The present study is aimed to examine the customers 

borrowing behavior towards gold loans in the study region i.e Hyderabad City. For this, a sample 

of 161 respondents was selected using Simple Random sampling techniques. The primary data is 

collected from the respondents who got the gold loan from the Manapuram Gold Loan 

Company branchin Hyderabad City using a structured open ended questionnaire and the data is 

tested using various statistical tools like‟s‟ test, Chi-square, ANOVA, Regression and percentage 

method. According to the results, Education and Health Expenditure were the key factors which 

influencing the customers towards gold loan.  
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I. INTORDUCTION 

In India, Gold Loan Market is an organized market and grown enormously over past five years. 

It has been recognizing as sort-term source of financing by the borrower including households. The gold 

loan market value in the country increased to Rs. 1,96,000 core with 10.8 per cent growth rate in the 

financial year 2015-16 (PB Jayakumar 2018).  The total value of Indian gold loan will be increasing to  

Rs. 3,10,100 core by the end of 2020 at the compound annual growth rate 13.7 per cent (KPMG report-

2018). Banks, public and private cooperatives, NBFCs, local pawn brokers, money lenders, etc. are 

playing a crucial role in the Indian gold loan market. In India, nearly 70 percent of the gold loan market is 

under the unorganized sector like money lenders and other indigenous bankers (Indian Gold loan market 

Survery-2017). During the 2002-2010, the organized sector has increased at a rapid speed of about 40 

percent CAGR. In major cities like Hyderabad, Chennai, Mumbai, etc. people are moving towards gold 
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loans from various commercial banks and NBFCs though the interest rate is quite high. These institutions 

are also providing loans up to some percentage of the gold worth offered as collateral after applying 

safety factor. Unlike other loans, getting of gold loan is very easy and can get the loan within 30 minutes. 

Interesting thing is that no need to pay any EMI and at a time the borrower can pay the entire amount 

including interest.  In such a way the gold loans became a popular source of short term finance for 

various sectors.  

 

1.1 Statement of the Problem 

The Gold Loan market value in the country increased to Rs. 1,96,000 crore with 10.8 per cent 

growth rate in the financial year 2015-16 (PB Jayakumar 2018).  The total value of Indian gold loan will be 

increasing to Rs. 3,10,100 crore by the end of 2020 at the compound annual growth rate 13.7 per cent 

(KPMG report-2018).  Past five years, the usage of gold loans was increasing at high growth rate in the 

Hyderabad City (SBI Gold Loan Report-2018).Therefore, there is a high need to investigate the factors 

which pressure the customers towards gold loans and their perception towards their gold loan provider 

services. The findings of the study provide pragmatic information to the RBI to formulate better policies 

in respect of gold loans with reference to urban people.    

 

II. LITERATURE STUDY 

    D. V. Padmaja & Dr. K. Prince Paul Antony (2017) concluded that customer‟s opinion on need 

for getting gold loan is differ according to the demographic and socio-economic status of the borrower. 

Geetha G.Nair and Dr. Jancy Davy (2014)found that majority of the customers preferred the gold loan 

for the purpose of to meet their regular consumption followed by medical expenditure. The study also 

reveals that the majority of the people preferred the commercial banks to get the gold loans compare to 

NBFCs. AartiVarma. V. (2014)suggested that there is a high need to formulate proper practicein respect 

of NBFC gold loans policies, complaints and grievance redressed system etc. Dr. Arifur Rehman Shaikh 

and Prof. Shirring A. Deshpande (2012)according to the author‟s conclusion, Method Finance Limited 

has in the strong position in respect of gold loans in the financial market when compare with other gold 

loan providers. Misha Sharma (2013) reveals that gold loans have been subsistence for centuries now in 

the form of pawn shops carrying fast and simple entrée to loans against gold as collateral in India. The 

study also explored the reasons as to why customers buy the gold loans and the results are people 

thinking the gold as an insurance that helps in conservation of their future against un- certainty. Arpita 

Sharma‟s -2014 the study shown that agriculture financing by co-operative credit society have been a vital 

source of credit to the farmers and gold of the farmers is using as the property for generating the loans 

from NBFCs.  Berekela Abraham Diro and Suresh Vadde-(2014) conclude that the effect of Microloans 

on the live hood is very high. Micro Loan programs reducing the poverty and increasing the socio-

economic standards of the low income people in the rural areas.Dr. Joseph (2014)the customers behavior 

was influenced by the name, reputation of the money lends in the rural areas. Generally, the rural people 

were depended on the money lenders and past five years, the money lenders are providing the loans 

against the gold ornaments. K.S. Ramdas (2016) according to the study results, the borrower‟s preferred 

the gold loans for medium term purpose and the amount was up to two lakhs in the City of Jaipur. Most 

of the borrowers were the male and married customers.  

 

2.1 Objectives 

From the above foregoing comprehensive literature study, the present study is carrying out to attain 

the following objectives.  

1. To identify the reasons for choosing the Gold Loans instated of the conservative loans in 

Hyderabad City 

2. To identify the impact of „loan amount‟ and „purpose of loan‟ on the customer‟s borrowing   

preference towards gold loan. 
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3. To identify the socio-economic characteristics of the borrowers of the loans against the gold in 

the Hyderabad City 

2.2 Hypothesis 

1. H01:There is no significant association between Association between reasons for the Gold loans 

and Amount of Loans 

2. H02:There is no significant association between social class and preference for gold loans  

3. H03:There is no significant difference between „easy loan process‟ and „Safety‟ in respect of 

selection of gold loan company. 

4. H04: There is no significant impact of „loan term‟ on preference of gold loans. 

5. H05:There is no significant mean difference between marital status and choice of gold loan as 

preferable financial source. 

2.3 Scope and Limitations 

The present study is restricted to investigate the borrowing behavior towards gold loans in the 

Financial Market. For that, the respondents were selected from Hyderabad city where the gold loan 

market is in peak. Though, there were many gold loan institutions in Hyderabad market, the study is 

limited to identify the borrowing behavior of the customers of the NBFC i.e.Manapuram Gold Loan 

Company-Hyderabad. 

III. RESEARCH METHODOLOGY 

The study used the primary data and it has collected from the borrowers who visited the Manapuram 

Gold Loan Company branches(Total 276 customers visited in a day)in Dilshuknagar area (east zone)of 

Hyderabad City on 24thAugust 2018 using a self-administered questionnaire. The study adopted the 

simple random sampling technique to select the samples and the total sample size of the study is 161 

respondents. The sample size is based on the Robert V Krejcie and DW Morgan formula which is given 

below.   

 
S= required sample size 

X 2 = the table value of chi-square for 1 degree of freedom at the desired 

confidence level i.e. 3.841(1.96x1.96). 

N= population size 

P= the population proportion (assumed to be .50 since this would 

provide the maximum sample size) 

d= degree of accuracy expressed as proportion (0.05) 

3.841 x 276 x 0.50 (1-0.50) 
Therefore; (0.05) 2 (276-1) + 3.841 x 0.50(1-0.50) 

S = 160.84   i.e.161 
The most suitable test for examining the reliability and consistency is Cronbach‟s Alpha 

Reliability Coefficient and item to total co-relation. The reliability test results of the instrument at the pilot 

study stage of this study secure Cronbach‟s alpha value as 0.716 which indicates acceptable reliability and 

consistency as it is above the threshold value of 0.60 (Nunnally, 1978). 
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3.1 Results of the Study 

A. Socio-Economic Background of the Borrowers 

Table 1 shows the Socio-Economic background of the selects respondents from the Hyderabad 

city.  It is observed that male borrowers were 79% whereasfemales were 21%.  Majority of the borrowers 

of gold loan were comes under the age group of 30-50 years (61%). 

 

Table 1 

Socio-EconomicCharacteristics of the Gold Loan Borrowers 

Variables Characteristic Frequency 
Percentage    

(%) 

 
Gender 

Male 127 79% 

Female 34 21% 

Total 161 100 

 
 
Age 

21-30 years 09 5.59% 

31-40 years 47 29.19% 

41-50 years 53 32.91% 

51-60 years 41 25.46% 

More than 61 
years 

11 6.83% 

Total 161 100.0% 

 
 
Educations 

Un Educated 00 0% 

Below 10th class 07 4.34% 

Intermediate 8 4.96% 

Graduation 89 55.27% 

Post Graduation 57 35.40% 

Total 161 100.0% 

 
 
Occupation 

Govt. job 32 19.87% 

Private  job 52 32.29% 

Own business 59 36.64% 

Agriculture 0 0% 

Other 18 11.18% 

Total 161 100.0% 

 
 
 
Income 

15001-25000 45 28% 

Rs.25001- 35000 60 37.3% 

Rs.35001- 45000 56 34.8% 

Rs.45001-55000 0 0% 

Total 161 100.0% 

 
Marital 
Status 

Married 150 93.2% 

Un-married 11 6.8% 

Total 161 100.0% 

 
 
Social Class 

Back word Class 0 0% 

Middle class 107 66.5% 

Upper middle 
class 

54 33.5% 

High class 0 0% 

Total 161 100.0% 

                              Source: Primary Data 

 

It is observed that almost all the „gold loan borrowers‟ were the educated having degree and post 

graduation qualification. It is also identified that majority of the Gold loan customers were „business 

people‟36.64% followed by private jobbers 32.29% and66% of the gold loans customers were middle 



Dr. J. Ravi Kumar & Dr. Ramakrishna Bandaru 

  
                                                                                                                                                             190 

111111                                                                                             11190 

  190 

 

Emperor International Journal of Finance and Management Research 

Emperor International Journal of Finance and Management 

Research 

class persons with Rs. 25001-45000 per month income (72%). It can also see that 93% of the gold loan 

borrowers were married persons. 

 

B. Reasons for Gold Loans 

Table 2 shows association between need for the gold loans and amount of loans. It is observed 

that „Children‟s education is the main reason for preferring the gold loan in Hyderabad city followed by 

„purchase of house holds‟. It is also observed that the medical expenditure is also one of the main reasons 

for the gold loans. Further, the study observed that majority of the respondents was preferred more than 

Rs. 200000 as loan amount followed by Rs. 50000-100000.  

Table 2 

Association between reason for the Gold loans and Amount of Loans 

 
 

Reason 

Loan Amount 

Total 
Rs. 

50000 to 
100000 

Rs. 
100000 to 

150000 

RS. 
150000 to 

200000 

More than Rs. 
200000 

Medical expenditure 2 0 0 24 26 

Functions purpose 0 2 1 13 16 

Purchase of house 
holds 

41 0 0 0 41 

Children‟s Education 0 2 11 51 64 

Repay of Debts 0 2 0 2 4 

Others 8 1 1 0 10 

Total 51 7 13 90 161 

         Source: primary data 

H01:There is no significant association between Association between reasons for the Gold loans 

and Amount of Loans 

From the below Table 3, it is observed that the calculated Chi-Square value for the both nominal 

variables is greater than the table value and also the calculated „p-value‟ 0.000 is less than the value 0.05 at 

5% level of significance. Hence, the null hypothesis (H01) is „rejected’ and it is found that there is a 

significant association between need for the gold loans and amount of loans. Further, it is concluded that 

the need of the loan is associated with the amount of the loan. 

 

Table 3 

Chi-Square Test Result 

 Value Df 
Asymp. Sig. (2-

sided) 

Pearson Chi-Square 231.840a 15 .000 

                                       Source: primary data 

H02:There is no significant association between social class and preference for gold loans 

From the belowTable 4, it is observed that the calculated Chi-Square value for the both nominal 

variablesis greater than the table value and also the calculated „p-value‟ is less than the value 0.05at 5% 

level of significance. Hence, the null hypothesis (H02) is „rejected’ and it is found that there is a significant 

association between social class and preference for gold loans. Further, it is concluded that middle class 

and upper middle class families were preferred the Gold loans in Hyderabad city.  
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Table 4 

Chi-Square Test Results 

 Value df 
Asymp. Sig. (2-

sided) 

Pearson Chi-
Square 

7.738a 1 .005 

                                   Source: Primary data 

H03:There is no significant difference between ‘easy loan process’ and ‘Safety’ in respect of 

selection of gold loan company. 

Table 5 shows the significant difference between easy loan process and safety in respect of 

selection of borrowing companies. The calculated „p-value‟of the identified tow variables in the 

hypothesis is .202 at 5% level of significance. The „p‟ value is greater than 0.05. Hence, null hypothesis is 

accepted and it is found that there is no mean difference between easy loan process and safety in respect 

of gold loan generation. It is concluded that both are the considerable factor according to borrower point 

of view.  

Table 5 

ANOVA 

 Sum of Squares Df 
Mean 
Square 

F Sig. 

Between Groups .363 1 .363 1.642 .202 

Within Groups 35.189 159 .221   

Total 35.553 160    

                               Source: Primary data 

H04: There is no significant impact of ‘loan term’ on preference of gold loans. 

Table 6 shows the significant impact of „loan term‟ on preference of gold loans. The calculated 

„p-value‟of the identified tow scaling variables in the hypothesis is .000 at 5% level of significance. The „p‟ 

value is less than 0.05. Hence, null hypothesis is rejected and it is found that there is a positive impact of 

„loan term‟ on preference of gold loans. It is concluded that borrowers who need the short term loans 

were preferred the gold loans. 

Table 6 

Regression Analysis Results 

Model Sum of Squares Df Mean Square F Sig. 

1 

Regression 5.436 1 5.436 25.426 .000b 

Residual 33.993 159 .214   

Total 39.429 160    

a. Dependent Variable: Preference of gold loan 
b. Predictors: (Constant): Loan term 

                     Source: Primary data 

H05:There is no significant mean difference between marital status and choice of gold loan as 

preferable financial source. 

Table 7 and 7(a) show the significant mean difference between maritalstatus and choice of gold 

loan as preferable financial source. The calculated „p-value‟of the identified tow variables in the 

hypothesis is .000at 5% level of significance. The „p‟ value is less than 0.05. Hence, null hypothesis is 

rejected and it is found that there is amean difference between marital status and choice of gold loan as 

preferable financial source. It is concluded that only married people were preferred the gold loan as a 

source of finance.  
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Table 7 

Independent Samples ‘t’ Test Results 

 Marital status N Mean Std. Deviation Std. Error Mean 

Preference of 
Gold Loans 

Married 150 1.6667 .47298 .03862 

Unmarried 11 1.0000 .00000 .00000 

           Source: Primary data 

 

Table 7 (a) 

Independent Samples ‘t’Test Results 

 

Levene's Test 
for Equality 
of Variances 

t-test for Equality of Means 

F Sig. T df 
Sig. (2-
tailed) 

Mean 
Difference 

Std. Error 
Difference 

95% Confidence 
Interval of the 

Difference 

Lower Upper 

Preference 
of Gold 
Loans 

Equal 
variances 
assumed 

86.907 .000 4.661 159 .000 .66667 .14302 .38419 .94914 

Equal 
variances 
not 
assumed 

  17.263 149.000 .000 .66667 .03862 .59036 .74298 

Source: Primary data 

IV. FINDINGS AND CONCLUSIONS 

 It is found that „Children‟s education is the main reason for choosing the gold loan in Hyderabad 

city followed by „purchase of house holds‟. Further, the study identified that majority of the 

respondents were preferred more than Rs. 200000 lakhs as loan amount followed by Rs.50000-

100000. It is concluded that the there is an association between reasons of the loan and amount 

of the loan. Customers were preferred the loan amount based on the need of finance.  

 The study found that there is a significant association between social class and preference for 

gold loans.Hence, it is concluded that middle class and upper middle class families were preferred 

the Gold loans in Hyderabad city due to insufficient monthly income and unexpected 

expenditure. 

 It is also found that gold loan borrowing customers were given the equal priority to„easy loan 

process‟ and „safety‟elements in respect of choosing of gold loans. 

 The study found that „period of the loan‟ has the positive impact on preference of gold loans. It 

is conclude that gold loan borrowers were preferred the short-term loans.  

 Further, the study found that almost 93% of customers of gold loans in Hyderabad city were 

married. Hence, it is concluded that married people were preferred the gold loans for fulfillment 

of their regular activities along with unexpected.    
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