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Abstract:

Home loans constitute a significant portion of retail lending in the banking sector. While home

loans provide long-term revenue opportunities for banks, they are also exposed to various risks such as
credit risk, interest rate risk, default risk, and market risk. HDFC Bank has established comprehensive risk

management practices to assess borrowers, monitor loan performance, and minimize loan defaults. This

study analyzes the risks associated with home loans and evaluates the risk management strategies adopted

by HDFC Bank. The research focuses on loan appraisal procedures, borrower creditworthiness
assessment, collateral evaluation, and risk mitigation techniques. The findings indicate that effective risk

assessment and monitoring contribute significantly to maintaining asset quality and reducing loan defaults.
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Introduction:

The housing finance sector plays a vital
role in promoting home ownership and economic
growth. Banks provide home loans to individuals
for purchasing, constructing, or renovating
residential properties. Since home loans are long-
term financial commitments, banks face various
risks that may affect repayment and profitability.

Risk analysis helps banks identify
potential loan defaults and take preventive
measures. HDFC Bank follows structured risk
assessment procedures involving credit appraisal,
income verification, property valuation, and
repayment capacity analysis before sanctioning
home loans.

This study examines the risks involved in home
loan lending and the methods adopted by HDFC
Bank to manage these risks effectively.

Literature Review:
Sharma and Gupta (2021) The study found that
borrower income stability and repayment capacity
are critical factors influencing home loan risk.
Kumar (2022) The researcher highlighted the
importance of credit scoring models in reducing
loan default rates.
Singh and Rao (2023) The study emphasized that
property valuation and collateral assessment play
a significant role in minimizing lending risk.
Reserve Bank of India Report (2024) The report
indicated that prudent risk management practices
contribute to lower Non-Performing Assets
(NPAs) in housing finance.
Mehta (2024) The researcher concluded that
continuous monitoring of loan accounts improves
recovery performance and reduces credit risk.

The literature suggests that effective
borrower evaluation, collateral management, and
continuous monitoring are essential for successful

home loan risk management.
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Objectives of the Study:

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

2. To identify various risks associated with
home loans.

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

4. To -evaluate the effectiveness of risk
mitigation strategies.

5. To provide suggestions for improving home
loan risk management.

Research Questions:

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

2. How does HDFC Bank assess borrower
creditworthiness?

3. What risk management practices are
adopted by HDFC Bank?

4. How effective are these practices in
reducing loan defaults?

5. What improvements can strengthen home

loan risk management?

Research Methodology:
Research Design:
Descriptive Research Design.
Sources of Data:
Primary Data:
e Structured Questionnaire
e Interviews with Bank Officials and Home
Loan Customers
Secondary Data:
o HDFC Bank Annual Reports
e RBI Publications
e Research Journals
o Housing Finance Reports

e Bank Policy Documents

Sampling Technique:

Convenience Sampling.

Sample Size:
50 Home Loan Customers and Bank
Employees.
Data Collection Tools:
Questionnaire and Interview Schedule.
Statistical Tools:
o Percentage Analysis
e Tables and Charts
e Mean Analysis
Study Period:
January 2026 — April 2026.

Data Analysis:
Table 1: Awareness of Home Loan Risk

Assessment Process

Response | No. of Respondents | Percentage
Aware 40 80%

Not Aware | 10 20%

Total 50 100%

Interpretation: Most respondents are aware of
the risk assessment procedures followed during

home loan approval.

Table 2: Factors Considered in Home Loan

Approval
Factor Respondents | Percentage
Income Stability 20 40%
Credit Score 12 24%
Property Value 10 20%
Employment Status | 8 16%
Total 50 100%

Interpretation: Income stability is considered the

most important factor in home loan approval.
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Table 3: Effectiveness of Risk Management
Practices
Opinion Respondents | Percentage
Highly Effective | 18 36%
Effective 22 44%
Neutral 7 14%

Ineffective 3 6%
Total 50 100%

Interpretation: Most respondents believe that
HDFC Bank's risk management practices are

effective.

Findings:

1. HDFC Bank follows a structured home loan
risk assessment process.

2. Borrower income and repayment capacity
are primary factors in loan approval.

3. Credit scores play an important role in
evaluating creditworthiness.

4. Property valuation reduces collateral-
related risks.

5. Continuous monitoring helps identify
potential defaults at an early stage.

6. Most respondents perceive the bank's risk
management practices as effective.

7. Proper risk assessment contributes to lower
loan default rates and improved asset
quality.

Suggestions:

1. Strengthen Al-based credit risk assessment
systems.

2. Conduct regular reviews of borrowers'
repayment behavior.

3. Improve customer awareness regarding
loan obligations.

4. Enhance digital monitoring systems for
early risk detection.

5. Strengthen property verification and legal
due diligence processes.

6. Offer customized repayment plans for

financially stressed borrowers.

7. Regularly update risk management policies

based on market conditions.

Conclusion:

Home loans are an important component
of retail banking and contribute significantly to
bank profitability. However, they involve various
risks that require effective management. The
study concludes that HDFC Bank has
implemented  robust risk  analysis and
management practices that help minimize credit
risk and improve loan portfolio quality. Through
property
assessment, and continuous monitoring, the bank

systematic ~ borrower  evaluation,
effectively manages home loan risks. Further
adoption of advanced technology and predictive
analytics can strengthen risk management and

ensure sustainable growth in housing finance.
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