International Journal of Recent Research and Review, Vol. XVII, Issue 2, June 2024

ISSN 2277 — 8322

A Comprehensive Study of the Feasibility and
Implications of Offering Gold EMIs and Loans

Rajesh Prajapati', Neeraj Prajapati®, Ankit Vishwakarma3
‘Businessman, Mumbai, Maharastra,
2Xavier Institute of Engineering, Mahim, Mumbai, Maharastra
3SPIT, Andheri East, Mumbai, Maharastra

Abstract:The goal of this research paper
is to explore the feasibility, potential impact
and challenges of introducing EMI and loan
options for gold purchases in the Indian
market. The prominent place that gold
occupies in the culture of India makes it an
important symbol of wealth and safety.
However, the high up-front price of buying
gold often prevents most people from being
able to afford it despite its cultural or
intrinsic value.
In this study, we investigate how offering
phased payment options such as EMlIs and
loans could democratize ownership of gold
by making it more affordable financially. By
allowing  consumers  pay  monthly
installments over a set period instead of
making an upfront payment which can be
costly; high initial costs barrier could be
greatly lowered thereby encouraging more
spending on gold thereby leading to
economic  growth  while  positively
contributing to general market trends.
Nevertheless, the introduction of gold-
backed financing options also poses
numerous challenges. Price volatility in
gold is a key concern, as fluctuations in gold
prices could impact the values of loans as
well as the overall financial stability of
lending institutions.  Furthermore, if
consumers fail to meet their installment
obligations there is a possibility of credit
default which could lead to reduced
profitability and poor financial health for
lenders.

This paper further investigates on the
regulatory environment surrounding such
financial products. It looks into existing
regulations and possible modifications
necessary to facilitate the introduction of
gold-backed loans and EMIs. A thorough

business model that ensures profitability but
still preserves asset base is provided. The
suggested model seeks to provide a balance
between the interests of consumers and
those of financing institutions in order to
establish safe and fair gold financing
platform in India.

INTODUCTION

In India, gold primarily has two functions;
one revered cultural emblem and secondly, a
widely accepted investment. Culture-wise,
Indian culture has incorporated gold as part
of its various traditions and ceremonies
hence becoming an object signifying wealth
or prosperity. Its funding capacity on the
other hand makes it valuable because of its
stability level and resistance against market
fluctuations. However high price tags
attached to it create heavy barriers for
average consumers and small investors
thereby limiting their ability to buy
significant volumes of it.
This paper debates the prospective pros and
cons of the introduction of equated monthly
Installments (EMI) and loan options for
procuring gold. Such financial models
might democratize access to the yellow
metal if they allow people buy small
quantities of gold at intervals. This means
that in general consumer spending would
increase leading to an upsurge in economic
activities whereby people will now spend
little amounts over time when buying this
precious metal thereby enlarging its market
base. The research focuses on examining if
such type of funding is practical as well as
how it could have influence on economic
patterns.

Furthermore, this essay seeks to explore
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analysis on how to create a sustainable

such as financial insecurity brought about
by variations on prices of gold or not being
able to pay back loans (defaults). It is
essential that a good financing model
incorporates these risks. Therefore, an
updated regulatory framework shall be
required so that this objective may be
achieved.

LITERATURE REVIEW

For a long time, gold has been an important
asset for investment, particularly in India, as
it is not just a financial instrument but also
has important cultural connotations. In
literature surrounding investments in gold, it
is affirmed that during difficult economic
times when other forms of investing may
fail; this metal will always remain stable.
This makes it attractive to investors who
want to save their money while at the same
time have it increase in  value.
However, many researches have shown how
important EMI-based consumer financing
is. Many studies have pointed out that there
are various reasons why EMI option can
increase demand for high-valued items since
they make them more affordable to many
customers. These phased payments allow
consumers to purchase items which are
beyond their current finances thus resulting
in increased market demand and economic
growth.

Nevertheless, notwithstanding the profound
scholarship on both investment in gold, as
well as EMI as a tool for funding, there
exists an observable data gap concerning
their intersection. In particular, few studies
have focused on how EMI and other
consumer financing platforms could be
employed for buying gold. This is a huge
oversight considering the high worth of gold
and its significance in Indian economy.
Therefore, by analyzing the relationship
between consumer financing and gold
investment in India this paper intends to fill
that gap. Specifically, it seeks to show how
EMI and other similar tools can help
broaden access to gold as part of ongoing

how these systems are associated with risks
discussion on consumer finance and
investment strategies in India.

RESEARCH METHODOLOGY

This report adopts a mixed-methods
approach that combines both qualitative and
guantitative research methods for better
understanding the both feasibility and
impact of gold financing in the Indian
market. This will help to understand the
perspectives of different stakeholders and
analyze market data.
Qualitative Analysis: The qualitative part
of this research consists of interviews with
several participants, including financial
experts, jewelers, and consumers. The
interviews seek to access the beliefs,
feelings and concerns of these different
groups about various EMI and loan options
that are available for people who want to
buy gold. Data about the economic
implications as well as regulatory issues
related to gold financing is provided in view
of possible opportunities for gold financing
through which demand sets out its course.
Jewelers give an insight on consumer
behavior on one hand while on the other
hand consumers tell their personal
experience  regarding their  financial
priorities vis-a-vis any option like phased
payments, as well as perceived risks or
benefits that come from financing schemes
meant for buying gold. Knowledge about
what drives or discourages such programs
could be gotten through this qualitative
analysis.

Quantitative Analysis: The quantitative
analysis supports qualitative findings by
looking at market data to evaluate present
demand for gold and the potential effect of
introducing EMI and loan options. This
entails analyzing historical market trends to
establish how far financing options absence
has restricted gold purchases. Additionally,
risk assessment models are used to evaluate
price fluctuations and default hazards
thereby providing a data-driven basis for
understanding the financial risks related to
gold financing. This dual approach
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guarantees a comprehensive assessment that
gives both theoretical insights as well as
practical implications for stakeholders who
might want to introduce gold financing
options.

BUSINESS MODEL PROPOSAL

Here’s an example of a value proposition
with limitations on access:

Accessibility: the phased payment methods
on gold purchases are so available and make
it easier for more people to buy gold.

Risk Mitigation: secured loans where the
gold acts as collateral tend to reduce
financial risks for both lenders and
consumers.

Target Market: Middle-Class Consumers:
those who belong to this category and
would like to own some gold might find
difficulties in doing so because of too much
money needed at once.

Small Investors: individuals with little
capital aim at injecting small amount of
money into gold every time while at the
same time preserving the amount they have
invested.

Revenue sources include

Charges for phased payments: Income
generated from interest on EMIs.

Loan Application Management Fees:
Charges for managing EMI plans and
processing loan applications.

Value-Added Services: Revenue from
secure storage, insurance, and market
updates among other services.

Key associates

Financial Institutions: Banks and NBFCs
which can provide financing required for the
EMI and loans options.

Jewellery  Shops:  Partnerships
jewellers to give cash on the spot.

with

Cost Structure

Technology Development: Costs related to
the construction and upkeep of a secure
online environment.

Marketing and Sales: Expenditures for
obtaining and keeping customers by means
of focused marketing efforts.

Regulatory Compliance: Legal and
compliance-related expenses aimed at
ensuring  conformity  with  financial
regulations.

RISK MANAGEMENT

The price volatility of gold in the

marketplace is a very important hindrance to
lending and borrowing sectors, most
especially as related to choices of financing
through Equated Monthly Instaliments
(EMI). When purchasing such products,
lenders and borrowers are at risk hence
making it more severe. To combat these
risks, some financial instruments are
employed for hedging price fluctuations by
different companies including national
governments. This kind of strategy helps
control the uncertainty linked with gold
prices and stabilize the deal.
One of the central strategies is dynamic
pricing of EMI plans. The pricing structure
is adjusted every second depending on what
happens around us so that fair payments
always follow a cut in actual value of gold
at a certain point in time. With this kind of
approach, EMI payments are tied to current
market changes enabling lenders avoid
possible losses and at other times make it
clear who they are dealing with when
lending.

Moreover, making sure that you don’t
default is very critical when it comes to
lending money secured by gold. Accurate
and thorough credit scoring is given priority

in this sense through strong credit
evaluation processes. This enables lenders
to precisely assess the borrower’s

creditworthiness thus reducing the chances
of non-repayment hence creating a safer
borrowing environment.
This is also important for collateral
management. The managers of collateral
ensure that the gold bought act as an
appropriate insurance for the loan. By using
the gold as security, creditors are capable of

233



significantly lowering their chances of
losing money knowing that they could sell
off the valuable thing itself so as to pay
back any amount owed if there happens to
be a failure to settle debts which are
supported by that specific asset. Such a
multi-tiered strategy for handling risk
integrates hedging techniques, flexible
pricing models and solid appraisal systems
giving rise to all-embracing framework
which underpins reliability and
responsibility of gold financing system
amidst market turmoil situation.

REGULATORY
CONSIDERATIONS

Compliance with Financial Regulations
Reserve Bank of India (RBI) Guidelines:
Following RBI’s guidelines regarding
consumer financing, for example, limiting
interest rates and disclosure norms.
Consumer  Protection:  Guaranteeing
openness in terms and conditions thereby
protecting consumer's rights.

Anti-Money Laundering (AML)
Measures Know Your Customer (KYC)
Compliance: Rigid KYC procedures are
meant to preclude money laundering as well
as financial misdeeds.

Reporting and Documentation: Keeping
accurate records as well as informing
appropriate agencies about every deal made.

ECONOMIC IMPACT ANALYSIS

An Upward Trend in Consumer
Expenditures

Heightened Output: The introduction of
EMI modalities for gold may promote buyer
expenditure, more so within the middle-
class segment, thus promoting economic
progress.

Employment Opportunities: Honor and
finance in other forms of retailing gold may
generate job prospects across various
sectors such as technology, financial
services and retail. Economic capability for

Economic capability for all

Expanding engagement: For instance
through gold on EMI, underprivileged
individuals would have better access to the
financial sector allowing them to trade in
precious metals.

FUTURE SCOPE

It appears incredibly promising that the
future of offering gold via Equated
Monthly Installments (EMI) or loan
options is going to be highly bright for the
growth and innovation of the sector. In India
where Gold is of great cultural and financial
significance, this is a probable game
exchanger. Furthermore, in countries such
as China and the Middle East, which have a
consistent demand for gold.
This business model allows much room for
the diversification of its products. The
emergence of digital golds, gold-backed
financial products and  systematic
investment plans (SIPs) on gold are just
some examples of innovative products that
could be developed to satisfy different
consumer needs. Digital gold allows
consumers to acquire and hold shares
electronically within it making possession
more accessible thus convenient for them.
On the other hand exchange traded funds
(ETFs) are more liquid than these traditional
forms of yielding instruments giving
investors an option for diversification as
well as proceeding with SIPs makes it easy
to gradually increase your wealth over time
through small savings.

In this business model, technological
advances will serve as key drivers. Secure
and transparent transactions can be ensured
by leveraging blockchain technology, while
risk assessment and credit scoring can be
improved through Artificial Intelligence
(Al). Better mobile applications will help
make consumer interactions seamless, thus
making it easier for consumers to buy,
manage and monitor their gold investments.
This offer will also be consolidated by
strategic partnerships. This could involve
collaborations with banks, non-banking
risks play a central role in improving gold
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financial companies (NBFCs) or jewelry
retailers  which could improve the
authenticity and presence of gold financing
options creating a steady environment for
growth and inventions.

In addition, regulatory support and
compliance with international standards for
gold financing can enhance the legitimacy
of the business and its operational
framework. These products are expected to
see increased demand as the middle-class
becomes more affluent and millennials and
Gen Z investors show an increased appetite.
Moreover, ethical sourcing and
sustainability initiatives can allow brands to
stand out in this competitive environment.
Finally, gold financing startups are able to
further encourage financial inclusion,
stimulate horticultural growth and create
benchmarks in the industry. Transitioning
into global markets will make them market
leaders and propel gold financing into the
future worldwide.

KEYWORD: Gold loans, equal
payments every month, loans, electronic
gold, gold based finance products,

systematic investment plans, block chain,
artificial intelligence, risk assessment, credit

assessment, strategic  partners, ethical
sourcing, sustainability, financial
inclusiveness and market innovation.

This paper presents an alternative way of
accessing gold ownership through equal
monthly installments (EMIs) and loans. This
is because of its cultural value alongside
being a very expensive asset hence out of
reach for most people. Thus making it
affordable by providing flexible payment
options which allow them to buy small
amounts of gold at a time reducing the
burden of upfront costs on them.

The start-up’s technique focuses on product
diversity, which includes digital gold, gold-
backed finance products and Systematic
Investment Plans (SIPs) that meet up with
modern investors’ changing preferences.
Hence, technological developments such as
using blockchain for secure transactions and
using Artificial Intelligence (Al) to evaluate

transaction security and efficiency. Strong
credit rating systems also help to reduce
default risks.
Strategic alliances with banks, non-banking
financial companies (NBFCs), as well as
jewelry retailers support the business model.
An emphasis on ethical sourcing coupled
with  sustainable initiatives not only
enhances credibility but distinguishes the
start-up from other competitors in this
industry. This type of approach promotes
financial inclusion while also paving way
for Dbroader industry innovation and
development, allowing the start-up become

potential leader within gold financing
sector.
CONCLUSION

Equated Monthly Installments (EMIs) and
loans provide a significant opportunity to
democratize ownership and stimulate
economic growth by offering gold as an
asset. This model reduces the high upfront
costs commonly connected with gold, thus
opening up for a much wider consumer base
to invest in this valuable property. However,
success in this venture depends on several
critical factors. Effective risk mitigation
strategies are essential in managing the
inherent volatility of gold prices and the
likelihood of defaulting on loans.
Compliance with relevant laws and
regulations is equally important, ensuring
that the model operates within a legal
framework that protects both customers and
financial institutions.

One of the fundamental elements of this
method is to give benefits to both
consumers and bankers. To start with, since
customers can buy gold in smaller
affordable installments, it becomes more
available for them and compatible with
current trends of consumer financing. As for
banks, such a model opens up new sources
of income and enables them to use already
existing systems meant for evaluating
credits and risks associated with them. Not
only does this paper discuss these important
Gold. Retrieved from
economictimes.indiatimes.com.
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parts but also serves as a foundation for
future researches and business building
plans. In that line, it seeks to turn gold
financing into a feasible yet enticing venture
towards which innovative practices within
the finance sector are aimed at.
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