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Abstract:

Home loans play a significant role in fulfilling the housing needs of individuals while contributing
to the growth of the banking sector. However, lending institutions face various risks in providing housing
finance, including credit risk, repayment risk, interest rate risk, and default risk. Effective risk analysis
helps banks assess borrower eligibility, minimize loan defaults, and maintain financial stability. This study
examines the risk analysis process of home loans at HDFC Bank, focusing on risk assessment criteria, loan
approval procedures, borrower profiles, repayment capacity, and risk management practices. The findings
reveal that systematic risk evaluation significantly reduces loan defaults and enhances the quality of the
bank's loan portfolio.

Keywords: Home Loans, Risk Analysis, Credit Risk, HDFC Bank, Loan Default, Housing Finance,
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Introduction:

Housing finance is one of the most
important segments of retail banking. Home loans
enable individuals to purchase, construct, or
renovate residential properties by obtaining
financial assistance from banks and financial
institutions. As one of India's leading private-
sector banks, HDFC Bank offers a variety of
home loan products to meet customer
requirements. Since home loans involve large
loan amounts and long repayment periods, banks
must conduct thorough risk analysis before
approving loans. Risk analysis helps evaluate a
borrower's financial stability, repayment capacity,
creditworthiness, and potential default risk.

This study focuses on understanding the
risk analysis practices adopted by HDFC Bank in
home loan lending and their effectiveness in

minimizing financial risks.

Literature Review:
Mishkin (2021) The author stated that credit risk
assessment 1is essential for maintaining the
stability and profitability of banking institutions.
Sharma and Gupta (2022) The study found that
borrower income, credit history, and repayment
capacity are critical factors influencing home loan
risk.
Kumar (2023) The researcher observed that
effective loan appraisal systems significantly
reduce non-performing assets in banks.
Mehta and Rao (2024) The study highlighted the
importance of credit scoring and risk assessment
models in housing finance.
Singh and Verma (2025) The researchers
concluded that proper risk management practices
improve loan recovery and portfolio quality.

The literature indicates that

comprehensive risk analysis is vital for successful
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performance.

Sampling Technique:

Convenience Sampling.

Objectives of the Study:

Sample Size:
100 Respondents.

Data Collection Tools:

e  Questionnaire

e Interview Schedule
Statistical Tools:

o Percentage Analysis

e Mean Analysis

1. To understand the concept of home loan
risk analysis.

2. To examine the risk assessment procedures
followed by HDFC Bank.

3. To analyze factors affecting home loan
repayment and default risk.

4. To -evaluate the effectiveness of risk
management practices in home loan
lending.

5. To suggest measures for improving home

loan risk assessment.

Research Questions:

1. What are the major risks associated with
home loans?

2. How does HDFC Bank assess borrower
creditworthiness?

3. Which factors
repayment performance?

4. How

management practices?

influence home loan

effective are the bank's risk
5. What measures can improve home loan risk

analysis?

Research Methodology:
Research Design:
Descriptive Research Design.

Sources of Data:
Primary Data:

e Structured Questionnaire

e Interviews with Bank Employees and

Customers

Secondary Data:

e HDFC Bank Annual Reports

o RBI Publications

e Banking Journals

o Research Articles

e Books and Online Sources

e Tables and Charts

Study Period:

January 2026 — April 2026.

Data Analysis:

Table 1: Factors Considered in Home Loan

Approval

Factor Respondents | Percentage
Income Level 35 35%
Credit Score 25 25%
Employment 20 20%
Stability
Existing Liabilities | 12 12%
Property Value 8 8%
Total 100 100%

Interpretation: Income level and credit score are

the most important factors considered during

home loan approval.

Table 2: Customer Opinion on Loan Approval

Process
Opinion Respondents | Percentage
Highly Satisfied | 30 30%
Satisfied 48 48%
Neutral 14 14%
Dissatisfied 8 8%
Total 100 100%

Interpretation: Most customers are satisfied with

the home loan approval process.
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Table 3: Perception of Risk Management
Effectiveness
Opinion Respondents | Percentage
Highly Effective | 36 36%
Effective 44 44%
Neutral 12 12%

Ineffective 8 8%
Total 100 100%

Interpretation: A majority of respondents
believe that HDFC Bank's home loan risk
management practices are effective.

Findings:
1. Credit risk is the primary risk associated
with home loan lending.
2. HDFC Bank follows a structured loan
appraisal and risk assessment process.
3. Income level and credit score are the key
determinants of loan approval.
4. Employment stability significantly
influences repayment capability.
5. Effective credit evaluation reduces the
likelihood of loan defaults.
6. Most customers are satisfied with the bank's
home loan services.
7. Risk management practices contribute to

maintaining a healthy loan portfolio.

Suggestions:
1. Strengthen credit scoring and borrower
assessment systems.
2. Utilize advanced analytics for predicting
default risk.
3. Conduct periodic reviews of borrower
repayment performance.
4. Enhance customer awareness regarding
responsible borrowing.
5. Improve digital verification and
documentation processes.
6. Regularly update risk assessment policies

in line with market conditions.

7. Encourage early warning systems to
identify potential loan defaults.

Conclusion:

Risk analysis is a critical component of
home loan management and plays a significant
role in ensuring the financial health of banking
institutions. The study concludes that HDFC
Bank effectively assesses borrower
creditworthiness through systematic evaluation of
income, credit history, employment stability, and
repayment capacity. Effective risk management
practices help reduce loan defaults, improve asset
quality, and enhance customer confidence.
Continuous improvement in risk assessment
techniques and technology adoption will further
strengthen the bank's home loan portfolio and

operational efficiency.
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