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ABSTRACT

Credit default amongst the retail borrowers has become a major concern for private banks in India
due to the aggressive lending practices and increased unsecured lending. Apart from the traditional
methods used for credit risk assessment, understanding the non- financial characteristics contributing
to credit risk has become the need of the hour. This research explores the determinants of credit
default behaviour amongst the individual retail borrowers of private sector banks in India. The study
examines five major constructs Quality of Life, Peer and Family Influence, Alternatives to
Repayment, Financial Literacy, and Loan Awareness and its influence on credit default behaviour.
The study further expands to study the mediating role that Borrower’s Attitude plays in default
behaviour by acknowledging the psychological and behavioural interventions involved in influencing
the default behaviour, which is beyond the role played by financial determinants alone. The direct
and mediating relationships of variables with credit default behaviour were studied. The findings
indicated that loan awareness, quality of life and financial literacy influence the borrower’s attitude,
which further leads to the conclusion that individuals who possess better awareness and knowledge
about loans and finances, along with a quality of life, are more responsible with respect to
repayments, The research concludes that credit default behaviour is to be understood as a versatile
phenomenon that is a sum of social pressures, institutional factors or even psychological distress and
hence needs to be addressed in a customer-centric manner by tailoring to the specific needs of each
customer.
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