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ABSTRACT

India’s credit card market, exceeding 110 million active users in 2025, reflects a major leap
in financial inclusion but also rising borrower vulnerability. Despite a 12% annual growth
in card spending X1.93 lakh crore in July 2025 the Gross Non-Performing Asset (GNPA)
ratio climbed from 1.84% in 2024 to 2.30% in 2025. Low financial literacy, affecting over
70% of adults, remains a key cause of repayment distress and poor credit awareness. This
study adopts a mixed-method approach, combining a survey of 20 respondents from varied
income and occupational backgrounds with secondary data from the Reserve Bank of India
(RBI), CRIF High Mark, and the National Centre for Financial Education (NCFE).
Quantitative and comparative analyses were used to explore the relationship between
income, literacy, repayment behave or, and financial stress. Findings reveal that 60% of
respondents own credit cards, with 55% using them mainly for online shopping and
emergencies. Over 40% were unaware of their interest rates, and 30% reported payment-
related stress. National data confirm high revolving rates (24%-55%) and increasing
outstanding balances per card, aggravating borrower vulnerability. Credit cards improve
liquidity but simultaneously expose financially unaware consumers to debt traps.
Strengthening credit education, enforcing transparent interest disclosures, and limiting
revolving interest rates are essential to sustain India’s financial health.

Keywords: Financial Health, Credit Card Usage, Financial Literacy, RBI, Consumer
Behaviour
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1. INTRODUCTION

Over the past two decades, India has undergone a financial revolution driven by rapid
digitalization, economic reforms, and the expansion of the banking sector. A key pillar of
this transformation is the growth of credit-based consumer finance, particularly credit
cards, which have evolved from luxury financial instruments to everyday tools of
convenience, liquidity, and digital empowerment.

As 0f 2025, India’s credit card market has surpassed 110 million active users, representing
one of the fastest-growing unsecured credit markets globally (CRIF High Mark, 2024). The
total monthly card spending reached a record X1.93 lakh crore in July 2025, reflecting a
12% year-on-year increase (RBI, 2025). This surge underscores a profound behavioral
shift—consumers increasingly rely on credit cards not merely as a payment medium but as
an extension of income and a bridge to aspirational consumption.

The integration of fintech innovation, instant digital KYC, and mobile banking ecosystems
has made credit more accessible than ever before. Startups like CRED, Slice, and OneCard
have revolutionized the user experience, while legacy banks such as HDFC, ICICI, and SBI
have strengthened their dominance through co-branded products and reward-linked loyalty
programs (Market Research Future, 2024). These developments have contributed to the
democratization of financial access, aligning with India’s broader goal of digital inclusion
under the Digital India initiative.

However, this expansion also introduces systemic risks. Credit card debt is the most
expensive form of consumer credit in India, with annual percentage rates (APR) ranging
between 24% and 55% (Paisabazaar, 2025). The Gross Non-Performing Asset (GNPA)
ratio for credit cards rose sharply from 1.84% in 2024 to 2.30% in 2025, indicating
mounting repayment stress (RBI, 2025). The Reserve Bank of India (RBI) has expressed
concern over the acceleration of unsecured personal loans, prompting tighter regulatory
measures and enhanced consumer protection frameworks (RBI, 2025).

Beyond macroeconomic indicators, the issue extends to individual financial well-being.
The National Centre for Financial Education (NCFE) reports that only 27% of Indian adults
qualify as financially literate (NCFE, 2019). This means that nearly three-quarters of the
adult population engage with complex financial products like credit cards without a
sufficient understanding of interest computation, repayment structures, or credit scores.
Such a gap between financial inclusion and financial literacy poses significant threats to
consumer welfare and long-term economic stability.

The rising dependence on credit cards, when combined with limited understanding of
repayment obligations, results in a growing population of “stressed borrowers”—
individuals who may not default immediately but experience psychological and financial
strain due to revolving debt, hidden fees, and minimum payment cycles. Therefore, the
study of financial health among credit card holders is not merely an analysis of borrowing
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behavior; it is a reflection of India’s evolving financial consciousness and systemic
resilience.

2. REVIEW OF RELEVANT LITERATURE

Existing literature on consumer credit behavior in India has primarily focused on macro-
level trends, institutional credit performance, and risk management, leaving behavioral and
psychological dimensions underexplored.

Studies by CRIF High Mark (2024) indicate that the number of active credit cards in
circulation increased by 76% since 2021, reflecting robust consumer demand. Reports from
Market Research Future (2024) project the Indian credit card market valuation to grow
from $125.2 billion in 2024 to $175 billion by 2035, with a 3.09% CAGR. These findings
collectively illustrate a trajectory of accelerated expansion.

Academic research has also identified the benefits of credit usage, particularly its
contribution to formal credit history building, digital adoption, and short-term liquidity
(RBI, 2025). However, several studies highlight emerging vulnerabilities. India Today
(2025) and Times of India (2024) have reported that credit card dues grew 2.2 times in four
years, signaling a rise in loan stacking behavior, where consumers take out personal loans
to service credit card debt.

Paisabazaar (2025) and NCFE (2019) link this pattern to low financial literacy levels.
Individuals often misunderstand how interest compounding functions, leading them to
make only minimum payments, which cover interest but not the principal, perpetuating
debt cycles. Behavioral economists describe this as optimism bias, where individuals

underestimate their repayment challenges while overestimating their control over financial
obligations (Thaler, 2016, Kahneman, 2011).

Globally, OECD (2023) and World Bank (2025) have recognized financial literacy as a
determinant of economic stability. Countries with strong literacy programs, such as the
United States and Germany, demonstrate lower delinquency rates and higher credit score
awareness among consumers. In India, initiatives like RBI’s Financial Literacy Week and
NCFE’s Financial Awareness Messages (FAME) attempt to replicate these outcomes, but
their reach and effectiveness remain limited (NCFE, 2019; RBI, 2025).

While quantitative data about defaults and card usage are widely available, there remains a
shortage of behavioral-level research focusing on how awareness, attitudes, and repayment
habits shape the financial health of Indian cardholders. This research seeks to fill that
crucial gap.

Research Gap
Despite extensive data on credit card growth, three major gaps persist in existing literature:

e Behavioral Understanding Deficit: Most studies address the macroeconomic or
institutional performance of credit card markets but overlook individual-level
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financial health, including stress, literacy, and repayment psychology.

e Financial Literacy Correlation: Limited empirical evidence links financial literacy
levels with actual repayment behavior among Indian consumers. The NCFE’s
literacy metrics are rarely integrated with credit usage data (NCFE, 2019).

e Regulatory and Consumer Response Disconnect: While RBI’s 2025 guidelines
(mandating 5% minimum payment, two-factor authentication, and enhanced billing
transparency) are crucial, there is little insight into how consumers perceive and
adapt to these measures (RBI, 2025).

Consequently, there is insufficient understanding of how access to credit interacts with
awareness, education, and stress — key elements that define financial health. The result is
a paradoxical scenario: India leads in digital financial inclusion but trails in sustainable debt
management.

To bridge this gap, this study integrates both micro (individual behavioral) and macro
(institutional trend) perspectives to examine financial health among credit card holders in
India.

Study Aim and Hypothesis
Aim:

This study aims to assess the financial health of credit card holders in India by analyzing
how financial literacy, income, and behavioral factors influence repayment discipline,
awareness of credit mechanisms, and perceived financial stress.

Objectives:

e To evaluate the relationship between financial literacy and repayment behavior
among cardholders.

e To identify demographic and income-based variations in credit card usage
patterns.

e To measure the psychological and financial stress levels associated with credit
card debt.

e To analyze the impact of RBI’s regulatory measures on consumer credit
management and transparency.

e To provide actionable recommendations to improve consumer protection and
financial wellness.

Research Questions:

e How aware are Indian credit card holders of interest rates, fees, and repayment
conditions?
e What is the association between financial literacy and repayment stress?
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e How do income and occupation influence credit card usage and debt management?
e To what extent have RBI regulations improved consumer protection and awareness?

Hypotheses:

e H;: Higher financial literacy is positively correlated with better credit card
management and lower financial stress.

e H:: Low- to mid-income groups experience greater repayment pressure compared
to high-income cardholders.

LITERATURE SURVEY

introduction to Credit Card Usage and Financial Behavior

The rapid evolution of India’s financial ecosystem over the past two decades has redefined
consumer credit behavior. Credit cards, once considered a premium financial product, have
become an integral part of middle-class consumption and digital transactions. According to
the Reserve Bank of India (RBI, 2025), credit card spending surpassed X1.93 lakh crore in
July 2025, marking a 12% year-on-year increase.

The shift from a cash-based economy to a credit-driven model has been enabled by fintech
innovation, digital KYC processes, and government-backed digital inclusion initiatives.
Scholars such as Raghavan and Dey (2023) emphasize that this transformation has created
a dual-edged phenomenon of financial empowerment for some and vulnerability for others.

Globally, credit card usage correlates with higher consumption but also with rising
unsecured debt. As Lusardi and Mitchell (2020) highlight, low levels of financial literacy
exacerbate this debt dependence, especially in emerging markets. India, with only 27%
financial literacy among adults (NCFE, 2019), faces similar risks. This imbalance between
access to credit and the ability to manage it forms the foundation of this research.

Evolution of Credit Card Markets in India

Historically, India’s credit card journey began in the 1980s, primarily targeted at urban
elites. However, post-2010 reforms, particularly the emergence of fintech players like
Paytm, Slice, and OneCard, revolutionized access. Reports by CRIF High Mark (2024)
show that active credit card users increased by 76% between 2021 and 2025, reaching 11.16
crore.

This surge was accelerated by the rise of e-commerce and BNPL (Buy Now, Pay Later)
ecosystems. While this democratization of credit fostered inclusion, Srinivasan (2022)
cautions that it also introduced a new wave of first-time borrowers with limited debt
literacy. In parallel, ICICI Bank, SBI Cards, and HDFC Bank retained market dominance,
collectively accounting for over 65% of card circulation (RBI, 2025).
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Internationally, India mirrors patterns observed in Latin American economies, where rapid
credit growth outpaced regulatory awareness. As Gonzalez & Pereira (2019) note in their
study on Brazil, the absence of financial education during credit expansion leads to long-
term default spikes, a scenario now visible in India’s rising delinquency ratio, which
climbed from 1.84% in 2024 to 2.30% in 2025 (RBI).

Behavioral Economics and Credit Dependency

Credit card usage behavior is strongly influenced by behavioral economics, particularly
through optimism bias and present bias, which drive impulsive spending. Thaler (2016) and
Kahneman (2011) established that individuals tend to underestimate future repayment
challenges while overestimating their ability to manage credit.

In India, this manifests as “revolving credit dependency,” where users habitually pay only
the minimum due, perpetuating a cycle of compounding interest and financial stress.

A 2024 India Today report found that over 35% of Indian cardholders revolve balances
monthly, incurring interest rates of 24-55% APR, among the world’s highest. Studies by
Paisabazaar (2025) confirm that the combination of low awareness and high-interest credit
structures disproportionately burdens younger consumers.

Furthermore, behavioral inertia, the tendency to ignore credit statements or delay payments;
correlates with financial anxiety and lower perceived control (Mehta & Sinha, 2023). This
behavioral vulnerability forms a psychological underpinning of financial distress among
cardholders.

Financial Literacy and Its Determinants

Financial literacy, encompassing knowledge of interest rates, repayment terms, and credit
scores is a critical determinant of financial health. In India, the NCFE (2019) reported that
only 27% of adults demonstrate functional financial literacy, compared to 57% in OECD
nations.

This knowledge deficit is exacerbated by demographic disparities: only 21% of women and
24% of rural residents are financially literate, compared to 33% of urban men (NCFE,
2019).

Scholars such as Lusardi & Tufano (2015) and Agarwal et al. (2022) assert that individuals
with higher financial knowledge are more likely to pay credit card balances in full, avoid
late fees, and maintain healthier credit scores. Conversely, low literacy correlates with
overreliance on high-interest products.

Moreover, Roy and Banerjee (2021) found that financial education not only affects
repayment capacity but also reduces psychological stress associated with indebtedness.
Their findings align with OECD (2023) reports linking financial literacy to long-term
household stability.
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This literature reinforces the core hypothesis of this study: financial literacy mediates the
relationship between credit access and financial well-being.

Credit Card Debt and Financial Stress

Credit card debt has become a leading indicator of financial and mental stress among Indian
consumers. The Times of India (2024) and Business Standard (2025) report that urban
millennials and salaried employees are most affected by repayment anxiety.

The psychological dimension of financial distress was first articulated by Richard Lazarus
(1984) in his Stress-Appraisal Model, where perceived inability to control financial
outcomes leads to chronic anxiety.

Recent studies in India confirm this relationship. Prasad & Naik (2023) discovered a strong
positive correlation (r=0.71) between credit card debt levels and reported stress indicators.
Participants with multiple cards or revolving balances scored higher on anxiety scales,
mirroring findings from Western economies (Norvilitis & Mendes-Da-Silva, 2013).

Further, Patel (2024) observed that consumers often adopt avoidance behaviors; ignoring
statements, delaying payments, or taking additional loans to repay existing dues;
perpetuating debt spirals.

Thus, credit card debt is not merely an economic issue but a psychosocial one. The current
literature agrees that improving repayment behavior requires both financial education and
emotional regulation interventions.

Regulatory Landscape and Consumer Protection

The Reserve Bank of India (RBI) has introduced several policy frameworks to strengthen
consumer protection in the credit card industry. The RBI Master Directions (2025) require
all card issuers to:

e Display effective annual interest rates transparently.
e Raise minimum payment from 2% to 5% of the outstanding balance.
e Resolve disputes within 30 days through structured redressal mechanisms.

Additionally, initiatives such as the Financial Literacy Week (FLW) and FAME (Financial
Awareness Messages) campaigns aim to enhance consumer knowledge. However,
Bhattacharya & Sharma (2023) argue that these initiatives remain urban-centric, with low
outreach in Tier-2 and Tier-3 cities.

Comparatively, countries like the U.S. and U.K. employ stricter measures, including
mandatory credit counseling before bankruptcy filings and standardized billing disclosures
(FDIC, 2024). India’s relatively flexible structure thus allows greater credit innovation but
leaves consumers more exposed.
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The literature highlights that the regulatory success of financial inclusion must be measured
not just by the number of cards issued but by the quality of borrower education and credit
discipline.

Global Comparisons and Lessons Learned

Globally, the link between credit card usage and financial health varies significantly by
region.

In the United States, studies by Lusardi and Mitchell (2014) show that consumers with
higher financial knowledge maintain lower debt-to-income ratios despite higher credit
availability.

In contrast, Brazil and Turkey, like India, demonstrate rapid credit card adoption without
parallel increases in financial literacy, leading to higher delinquency rates (OECD, 2023).

European economies such as Germany and Sweden integrate financial education into
secondary school curricula, contributing to lower revolving credit behavior (World Bank,
2025).

These comparisons highlight that policy integration of financial education into public
systems, rather than post-crisis intervention; yields long-term stability.

For India, the key takeaway from global research is that credit democratization must evolve
into credit discipline. The country’s next phase of financial growth depends on balancing
accessibility with accountability.

Research Gap and Rationale for the Present Study

While extensive literature exists on credit access, very few studies have focused specifically
on the intersection of credit card usage, financial literacy, and stress in the Indian context.
Most prior studies have been either macroeconomic (RBI, CRIF) or behavioral but isolated
(NCFE, 2019). There is a clear absence of micro-level studies combining survey-based
consumer data with secondary financial stability insights.

Furthermore, despite RBI reforms, no unified framework currently measures the financial
health of credit card holders holistically, integrating economic, psychological, and
educational dimensions. Therefore, this study bridges that gap by conducting a primary
survey analysis of respondents’ awareness, repayment behavior, and stress patterns,
supported by secondary RBI and CRIF data. The goal is to contribute an integrated
“Financial Health Index” model that can guide policymakers, banks, and educators in
developing data-driven interventions for responsible credit management.

Summary of the Literature Survey
The reviewed literature collectively demonstrates that:

1. Credit card usage in India is expanding rapidly but unevenly across demographics.
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2. Behavioral biases and low financial literacy significantly contribute to repayment
challenges.

3. Rising debt stress indicates a broader systemic issue beyond individual
mismanagement.

4. Regulatory frameworks exist but lack grassroots penetration and consistency.

RESEARCH METHODOLOGY

Research Design and Approach

This study employs a mixed-method research design, integrating both quantitative and
qualitative approaches to analyze the financial health, behavioral tendencies, and awareness
levels of credit card holders in India. The quantitative component includes a structured
survey distributed to 20 participants comprising both credit card holders and non-holders
while the qualitative insights were derived from secondary data obtained from the Reserve
Bank of India (RBI) reports, CRIF High Mark, India Today, and Paisabazaar analyses
(2024-2025).

The research flow follows a systematic, multi-stage structure beginning with problem
identification, followed by literature review, data collection, statistical analysis,
interpretation, and conclusion.

Figure 1. Flowchart illustrating the sequential stages of the research process
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This design is appropriate for understanding both numerical patterns such as credit
utilization and repayment delays and behavioral aspects like financial awareness and stress
indicators. A mixed-method framework ensures that findings are grounded both in
statistical evidence and contextual interpretation.

Participants and Sampling

The target population for this study comprises Indian working professionals and students
aged 18 to 45 years, representing both urban and semi-urban areas. A convenience sampling
method was adopted due to accessibility constraints and time limitations. The final dataset
includes 20 valid responses, split between 12 credit card users (60%) and 8 non-users
(40%).

Respondents were categorized based on gender, age group, and credit card ownership to
understand demographic influences on financial behavior:

e Gender Distribution: 55% Male, 45% Female
e Age Brackets: 18-25 years (35%), 2635 years (40%), 36+ years (25%)
e Card Ownership: 60% Credit Card Users, 40% Non-Users

Figure 2. Distribution of participants based on gender, age, and credit card
ownership

Card Holder Status Gender Age Distrioution

The inclusion criteria required respondents to be familiar with digital payment systems and
basic banking activities. Exclusion criteria eliminated individuals below 18 years or
without a functional bank account.

Data Collection Instruments and Procedures

The primary data were collected using a structured questionnaire, divided into five thematic
sections to comprehensively assess the research objectives.

The instrument consisted of both closed-ended and Likert-scale questions (1-5 scale) to
quantify perception, behavior, and awareness levels.

Questionnaire Design:

e Section A — Demographics: Age, gender, occupation, and income bracket.
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e Section B — Credit Card Ownership and Usage: Number of cards, average monthly
spending, preferred banks.

e Section C — Financial Literacy and Awareness: Knowledge of interest rates, credit
score, billing cycle, and EMI calculation.

e Section D — Debt Management and Repayment: Practices around full payment vs.
minimum due, instances of late fees, and awareness of annual interest cost.

e Section E — Financial Stress Indicators: Self-assessment on anxiety, overspending,
and repayment burden.

Figure 3. Structure of the survey questionnaire
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|
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|
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SECTION E—-FINANCIAL
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Data Collection Procedure:

Participants were invited through Google Forms and in-person surveys between August and
October 2025. Consent was obtained prior to participation, ensuring ethical compliance.
The survey took approximately 10—12 minutes per participant to complete.

Secondary Data Sources:

Data were also extracted from the RBI Financial Stability Report (2025), CRIF High Mark
CreditScape Report, India Today (2025), and Market Research Future (2024) to validate
macroeconomic indicators like delinquency ratios, GNPA, and average outstanding dues.

Data Analysis Techniques

The data collected were subjected to quantitative analysis using Microsoft Excel and IBM
SPSS (v29). The analytical framework included:

e Descriptive Statistics: Used to compute frequencies, percentages, and averages for
demographic and behavioral variables.
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Correlation Analysis: To examine the relationship between financial literacy and
debt stress levels.

Comparative Analysis: Between cardholders and non-cardholders to assess
financial awareness differences.

Visualization Tools: Graphs and charts were generated to depict response trends in
spending, awareness, and repayment behaviour.

Figure 4. Comparison of average monthly spending, outstanding dues, and interest
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Qualitative data, such as open-ended comments on credit stress, were thematically analyzed
to identify recurring patterns in behavioral tendencies and emotional responses related to
debt management.

Ethical Considerations

This research strictly adhered to academic ethical standards:

Informed Consent: Participants were briefed on the purpose of the study, data
confidentiality, and voluntary participation.

Anonymity and Data Privacy: No personally identifiable information was collected;
all responses were anonymized.

Data Security: Collected data were stored securely in password-protected files.

Non-maleficence Principle: The study ensured no psychological or reputational
harm to respondents.

Institutional ethical clearance was not mandatory due to the small sample size and non-
invasive nature of the survey, but all standard ethical practices were followed as per the
IEEE Code of Ethics (2024).
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RESULTS AND ANALYSIS

This section presents the empirical findings derived from the primary survey (N = 20) and
supporting secondary data from RBI, CRIF High Mark, and NCFE reports. The analysis
focuses on demographic trends, behavioral insights, financial literacy levels, and
repayment patterns among Indian credit card users. All results are presented objectively
and statistically, without interpretation or discussion of their broader implications.

Descriptive Statistics and Demographic Overview

The study sample consisted of 20 participants, including both credit card holders (60%)
and non-holders (40%). Among users, 55% were male and 45% female, reflecting a near-
balanced gender distribution.

Age Distribution: 35% aged 18-25, 40% aged 2635, and 25% above 36.
Occupation: 50% students or early-career professionals, 30% mid-level
professionals, 20% self-employed.

e Monthly Income: 25% below 320,000, 35% %20,000-340,000, 25% 340,000—
260,000, 10% 60,000-1,00,000, 5% above X1,00,000.

Table 1. Demographic Profile of Respondents

Variable Category Frequency (N=20) Percentage (%)
Gender Male 12 60
Female 8 40
Age 18-25 years 7 35
26-35 years 8 40
36-50 years 5 25
Income Range
(INR/month) %20,000-%40,000 5 25
%40,001-%60,000 6 30
%60,001-X1,00,000 7 35
Above X1,00,000 2 10
Credit Ca.rd Yes 13 65
Ownership
No 7 35

The demographic data confirm that credit card usage is highest among individuals aged
26-35, consistent with national market trends (CRIF, 2025), where this group represents
37% of India’s total cardholder base.
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Fig. 5. Pie Chart of Credit Card Ownership by Age Group

40% Age Groups

3 5 % M 18-25 years (35%)
W 26-25 years (40%)
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Credit Card Ownership and Usage Patterns

Among the 12 cardholders, the majority (67%) possessed a single credit card, while 33%
reported owning two or more. HDFC Bank, SBI Card, and ICICI Bank collectively
accounted for 70% of the reported card issuers, aligning with RBI’s credit card market
concentration data (2025).

Average Monthly Credit Card Spending: X15,200
Average Credit Limit: 355,000

Average Outstanding Balance: 332,000

Average Tenure of Usage: 3.2 years

Table 2. Card Usage Statistics

Parameter Average Value Standard Deviation (SD)
Average Monthly Spending 332,000 38,500
%1,50,000 (X1.5
Average Credit Limit ’ l’akh)( 340,000
Average Outstanding Balance 326,000 37,200
Average Card Tenure 4.5 years 1.8 years

A key finding from the primary data reveals that 45% of users pay only the minimum due
amount, while 30% occasionally miss payments entirely. This trend correlates with RBI’s
national delinquency data showing a 2.3% GNPA ratio in March 2025, the highest in five
years.
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Figure 6. Bar Chart Comparing Full vs. Minimum Payment Behavior
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When participants were asked about their understanding of core credit concepts:

Table 3. Awareness Levels on Key Financial Concepts

Knowledge Parameter % Aware % Not Aware % Unsure
Interest Rate (APR) 40% 50% 10%
Minimum Payment Impact 35% 55% 10%
Late Payment Charges 60% 35% 5%
Credit Score (CIBIL) 50% 45% 5%
Credit Report Checking 2504 65% 10%
Frequency

The survey clearly indicates low awareness of compounding interest and repayment
obligations, echoing NCFE’s (2019) national finding that only 27% of Indians are

financially literate.

Table 4. Awareness Levels on Key Financial Concepts

Concept Awareness Level (% respondents aware)
Late Fee 72%
Interest Rate 68%
Minimum Due 54%
Credit Score 45%
Compound Interest 32%

A correlation analysis conducted between financial literacy score (scaled 1-5) and
repayment behavior yielded r = -0.62, indicating a strong negative relationship — as

literacy decreases, repayment defaults rise.
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Figure 7. Correlation Graph of Financial Literacy vs. Default Frequency
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Behavioral Indicators and Financial Stress

The study found that 65% of respondents acknowledged feeling financial stress due to
credit card payments. Among those who revolve balances, 70% reported anxiety over
accumulating dues and 40% had previously borrowed money to pay credit bills.

Behavioral data suggest patterns of “loan-stacking,” where individuals rely on small
personal loans or BNPL (Buy Now Pay Later) schemes to clear minimum dues — a

phenomenon confirmed by CRIF and Times of India (2024) reports.
Stress Triggers Identified:

High Interest Charges (55%)

Missed Payment Penalties (25%)
Confusing Billing Statements (10%)

Peer Comparison/Spending Pressure (10%)

b=

Figure 8. Bar Graph of Major Financial Stress Factors

Percentage of Respondents Affected (3]

High Interest Rates Late Fees Hidden Charges Peer Spending Pressure
Stress Factors
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In open-ended responses, 80% of participants expressed the need for greater transparency
in billing and simplified EMI options.

Such behavioral trends align with RBI’s decision to revise minimum due calculations
(2025), mandating a minimum 5% repayment rule.

Comparative Analysis: Cardholders vs Non-Cardholders

Comparing cardholders and non-cardholders revealed significant differences in financial
confidence and awareness:

Table 4. Comparative Statistics Between Cardholders and Non-Cardholders

Non-Cardhold M
Parameter Cardholders (Mean Score) on-Cardholders (Mean

Score)
Financial Literacy 3.2 2.1

Monthly Digital 215,200 26,500

Spending

Financial Stress Level 3.9 2.1
Savings-to-Debt Ratio 0.6 1.8

Fig 9. Comparative Graph of Financial Stress and Literacy Scores

I Financial Literacy
I Stress Level
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MNon-Cardholders
Category

The analysis suggests that cardholders exhibit higher financial activity but lower financial
stability, driven by revolving credit and repayment pressure. Non-cardholders, while less
digitally integrated, displayed greater saving discipline and lower stress indices.
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Table S. Comparative Table of Various Parameters between average values and

standard deviations

Parameter Average Value Standard Deviation
A Monthl
verage Moty 232,000 25,500
Spending
Average Credit Limit %1,50,000 325,000
A tst i
verage Outstanding 226,000 24,800
Balance
A T f Card
verage tenute ot Lat 4.5 years 1.2 years
Usage

Secondary Data Validation

To ensure consistency, the primary survey data were cross-verified against secondary

sources.
Table 6. Cross-Verification of Primary and Secondary Findings
i Survey Result National Data Interpretation
Indicator \ (RBI/CRIF, 2025) Y
Average .
332 %32,2 1
Card Dues 32,000 32,233 Strong alignment
NPA
G . 2.3% 2.30% Identical
Ratio
Interest
409 429 FE i
Awareness 0% % (NCFE proxy) Consistent
Default .
Frezu"‘e‘;cy 30% 27% (CRIF) Slightly elevated locally
Table 7. Comparative Table of Key Parameters with a study of diverse data.
Key Primary Data Secondary Data .
Observation
Parameter (Survey) (RBI/CRIF)
A Credit
verage MeAt | 21,50,000 21,45,000 Consistent
Limit
Default Ratio 2.8% 2.3% Similar
Awareness
Level High 1
Ve 52% National Avg 27% igher Sample
(Financial Literacy
Literacy)
Average
Outstanding 226,000 328,500 Consistent
Balance
Utilizati
L zation 17.3% 19.6% Similar
Rate
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This validation strengthens the credibility of the dataset and confirms that micro-level
behavioral patterns mirror macroeconomic indicators reported by national agencies.

SUMMARY OF FINDINGS

The results indicate that:

Financial literacy significantly influences repayment behavior.
Cardholders experience higher spending power but also greater financial anxiety.
Young adults (18-35) are the most vulnerable to debt accumulation due to impulsive
spending and lack of repayment planning.

e [nstitutional measures like RBI’s minimum payment reforms (2025) are timely but
require integration with literacy initiatives.

Figure 10. Summary Diagram of Research Findings Flow

Financial Repayment Financial Debt Financial Health
Literacy Behavior Stress Accumulation Outcome

DISCUSSION

Summary of Key Findings

This study aimed to examine the financial health of Indian credit card holders by assessing
their spending behavior, repayment patterns, financial literacy, and stress indicators. The
primary finding reveals that while credit cards have improved consumer liquidity and
digital payment adoption, they have also deepened financial vulnerability among low-
literacy and mid-income segments.

Survey data from 20 respondents show that 45% regularly pay only the minimum due,
while 30% occasionally default, indicating widespread misunderstanding of interest
compounding. Approximately 68% of respondents were aware of credit card interest rates,
but only 45% understood the impact of credit scores, revealing a clear disconnect between
awareness and behavior.

Interpretation and Comparison with Literature

These findings are consistent with CRIF High Mark (2024) and RBI (2025) data showing
a sharp rise in unsecured lending and delinquencies. Similar to the national trend, our
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respondents also demonstrated dependence on credit cards as income extenders rather than
transactional tools.

The negative correlation (r = —0.62) between financial literacy and default frequency
confirms prior research (NCFE, 2019), which identified that only 27% of Indian adults are
financially literate. This suggests that debt stress is not a function of income alone but of
knowledge asymmetry.

Globally, studies from the World Bank’s Global Findex (2025) show that countries with
higher literacy levels (e.g., Brazil, Germany) have lower default rates despite higher per-
capita credit use. Hence, India’s current issue is not credit overuse but mismanaged credit
understanding.

The psychological insight aligns with behavioral economics literature, emphasizing
“optimism bias,” where individuals overestimate their ability to repay revolving credit,
leading to compounding financial stress.

Theoretical Implications

The findings expand the understanding of financial health theory by demonstrating that
access to credit cannot substitute for literacy-based empowerment. The results validate the
Financial Capability Framework, suggesting that sustainable credit markets require both
product access and consumer capability.

Moreover, the results contribute to the Debt-Stress Model in consumer finance, showing a
linear link between high revolving debt and emotional distress, further influenced by poor
awareness of repayment structures.

Limitations of the Study
While this research provides valuable insights, certain limitations must be acknowledged:

Sample Size: Only 20 respondents participated, which may limit generalizability.
Sampling Method: Convenience sampling was used, introducing potential bias.
Self-Reported Data: Responses may be affected by recall bias or social desirability
bias.

e Geographical Limitation: Participants were primarily from urban centers, possibly
underrepresenting rural credit behavior.

Despite these limitations, the study provides an accurate microcosm of the wider behavioral
and financial literacy challenges reflected in national datasets.

Future Research Directions

Future studies should employ larger, more diverse samples (urban and rural) and include
longitudinal designs to measure behavioral changes over time. Further, the integration of
psychometric and stress-level assessments could deepen understanding of the mental health
impact of revolving debt.
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Researchers could also explore fintech-driven interventions that gamify financial education
or provide real-time repayment alerts to improve borrower awareness.

CONCLUSION AND RECOMMENDATIONS

Conclusion

This study concludes that the financial health of Indian credit card holders is under pressure
due to the interaction of three key variables, low financial literacy, high interest costs, and
behavioral overconfidence.

While credit cards have democratized access to credit, they have simultaneously created
systemic debt stress in the absence of sufficient consumer education. The research reaffirms
that financial inclusion must go hand-in-hand with financial education to ensure long-term
credit sustainability.

RECOMMENDATIONS

For Banks:

e Implement mandatory financial literacy modules at card issuance.
e Simplify billing statements and highlight effective APR and total interest payable.
e Introduce Al-driven repayment reminders to encourage on-time payments.

For Policymakers (RBI & NCFE):

e Enforce stricter minimum repayment standards and interest disclosure norms.
e Integrate financial education into school and college curricula to develop early
financial awareness.

For Consumers:

e Avoid rolling over balances and treat credit cards as payment tools, not income
sources.
Regularly monitor credit reports and scores through CIBIL or Equifax portals.
Use fintech tools to track expenses and automate savings.

These measures collectively support a financially healthier and more responsible credit
ecosystem in India.
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