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ABSTRACT

Rapid growth of financial technology (fintech) has changed the financial landscape by providing unmatched speed, efficiency and
deepening financial inclusion. Still, the existing narrative has many a times assumed that users are making perfectly rational
choices, ignoring the element of how these platforms interact with their own biases and cognition towards taking such financial
decisions. Addressing this gap, this paper is presenting a purely theoretical framework finding how such digital environments
change biases while making financing decisions. This paper conceptually examined how the features of such digital platforms
such as immediate transactions, smoothness, and the abstraction of money acting as a catalyst that can influence errors, biases,
and overconfidence. Contrasting to this, this paper also shows the two facets of these digital platforms, proposing that such
platforms have the capacity to control such errors and biases if it is intentionally designed as such. Ultimately by positioning these
biases as the mediator between technology and decision making, this work posits fintech not just as a delivering mechanism, but
also as a behavior shaping system.
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INTRODUCTION

Rising fintech has changed the global perspective towards finance. By using mobile payment technology, Al, and automated
processes, fintech is helping create totally new ways to consume and deliver financial services (Gomber et al., 2017; Lee & Shin,
2018). The main motives surrounding this digital change has been due to its ample benefits such as increased transaction speed,
expanded financial inclusion and achieving operational efficiency. Digital platforms don't require any middlemen thus lowering
the costs, helping the markets to be easily accessible to general public and business that were earlier excluded. With such optimistic
perspectives, lies a major drawback which is the assumptions that individual or business using fintech tends to make proper
rational choices every time. But theories such as Behavioural Finance Theory explains that human decisions are rarely perfectly
logical and it is instead majorly influenced via various psychological, cognitive and emotional factors (Aoun et al., 2026; Rahman
& Hossain, 2025). People relies mostly on mental shortcuts which makes them go through systematic bias like overconfidence,
or following the herd mentality that greatly affect their financial choices. Thus, when the user gets into interaction with such
technology, their choices are not created being standalone, but rather they are moulded and shaped by various biases (Aoun et al.,
2026). Existing research has covered various benefits, theoretical models, and drivers that stand behind fintech's growth in the
recent years (Choudhary & Thenmozhi, 2024). There still exists a gap in the literature; the conceptual integration of behavioural
finance with such new environments (Aoun et al., 2026). Various studies often focuses on common models such as TAM and
regulatory challenges, keeping the psychological biases of these digital platform excluded (Afjal, 2023). The rapid design of such
technology extensively changes the environment in which such decisions are made which can change how our biases naturally
operate. Addressing this gap, the purpose of this paper is to explore how such digital environments interacts and influence biases
in financial decision making. It is to mention and clarify that this paper is purely theoretical, and is not based on empirical data or
any statistical testing. It achieves to build a framework explaining how such technology can influence or amplify such cognitive
biases. By looking at Fintech not just as a tool for service delivery but as a mechanism that shapes human behaviour, providing a
detailed understanding of financial decision making today.

THEORETICAL BACKGROUND

Traditional models operated on the single assumption that an individual acts with rationality, but when you look at Behavioural
Finance theory, it gives a more realistic perspective spiralling around bounded rationality. It is because human cognition is limited,
individual ignores slow and analytical evaluation for fast and intuitive thinking, which is often called as System 1 processing in
psychology. (Amorim, 2025; Sahu et al., 2025). This reliance on such shortcuts known as heuristics that helps people to process
complex information rapidly but it makes them vulnerable to errors. Thus, financial decisions are rarely based on hard logic.
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Within such investments environments, these limitations often tends to behave as different and observable bias. For instance,
element of overconfidence makes individual to overestimate their predictive thinking and ability and underestimate risks, which
is commonly results in over trading and decreased long term outcomes (Barber & Odean, 2001; SHEFRIN & STATMAN, 1985).
Another issue in this is effect where individuals tends to sell assets and investments to fix profits or holds on to loss making
investments due to anticipated regret (Danbolt et al., 2021; Kiky et al., 2024). Herd behaviour compel investors to leave
independent analysis, which makes them to follow the actions of the crowd (Sumantri et al., 2024). Such decisions are more
supported via emotional stress which disconnects logical information during intense market situations (Lo & Repin, 2002).

Transition of this digital finance to such a complex layers of psychological dynamics, that is explained traditionally via
Technology Acceptance Model (TAM), and Unified Theory of Acceptance and use of Technology (UTAUT) (Davis, 1989;
Venkatesh et al., 2003). Prior theories stresses on the usefulness and ease as the main focus of adoption, these digital systems acts
as agents that influences and changes the decision making (Huo et al., 2024; Venkatesh et al., 2003). In this modern era, consumer
behaviour is largely influenced by nudging where these platform design and algorithms are engaged to direct user's financial
attitude and perspectives (Abis et al., 2025; Munongo & Pooe, 2025). Other than this, the rapid process of such digital services
has introduced new levels of technological risks which demands a rather more comprehensive perspective and understanding for
such modern adoption (Thakor, 2020).

These digital finance ecosystem combines the psychological and technological elements, which allows them to intensify as well
as correct human bias. On one side, speed and consistency triggers FOMO behaviour that leads in impulsive decision making
(Kurnianingsih et al., 2024). Continuous flow of such digital information triggers the users resulting in stress that ends in reducing
their analytical ability and increases the dependence on other alternative shortcuts (Ragu-Nathan et al., 2008).

DIGITAL FINANCE FEATURES

Digital finance greatly constructs the skeleton of financial decisions by removing traditional physical and temporary constraints.
This creates a very unique decision-making environment that is defined by various abstract characteristics that directly influences
the human cognition.

An important characteristics for this is immediate-ion, that is the rapid transmission between the user's financial intention and it's
execution. Traditional finance systems impose delay which allows the careful checking but the digital platforms compress such
tasks into instant processes. These fast processes changes the decision making that by reducing the time and space required for
thinking logically, pushes the user to be dependent on fast, intuitive shortcuts while finalizing financial choices (Mufassiro et al.,
2025). Related closely to the speed of such transactions is seamlessness, that is operating via the minimized traditional barriers
and intermediate friction. By bypassing physical paperwork and processes, fintech creates a very rapid pathway for moment. This
design greatly achieves efficiency; absence of such process diligence removes the time period that helps individuals get protected
from decision based on emotions and impulse actions (FSB, 2019). This digital environment is also explained via the continuous
accessibility. As such digital platforms often operate independently of geographical boundaries and its operating hours, users gets
uninterrupted access to markets. This continuous connectivity shifts the landscape as it reduces the information overload and
emotional arousal.

And lastly, the choices in the system that are characterized by the interface driven interactions, means that all the users are
mediated via a digital design. Visual structures and architectural platform continuously directs the user's attention and limits the
parameters of the available choices (FSB, 2019; Gomber et al., 2017). As every financial actions are framed via designs, the
interface not acts as a gateway but as an active environment that systematically shapes the financial outcomes and intent (Munongo
& Pooe, 2025).

BIASES IN FINANCIAL DECISION-MAKING

Behavioural finance theory identifies various limitation that drastically limits economic choices. Rather than viewing these as just
anomalies, they are largely understood as theoretical constructs that explains how an individual understands financial information
and comes to a decision (Shefrin & Statman, 2000; Tversky & Kahneman, 1974).

Present bias is the tendency to give more importance to immediate reward rather than future gains, ignoring the value of delayed
outcomes (Aifuwa et al., n.d.). In decisions related to finance, this bias makes people to prioritize short term results or immediate
consumption. This results in irregular saving behaviour and reduce the ability to build wealth over time. Overconfidence bias
shows the overestimation of one's ability, capabilities, and control over uncontrollable events (Fersi et al., 2023). In financial
decisions, this explains why an individual consistently underestimate various topics while overestimate their own personal
capacity to perform. This boom self-assessment many times drives risks, over trading and a mirage of control over complex
financial decisions and instruments. Mental accounting is the process by which an individual categorize and treat money
differently based on the criteria such as source of funds and their intended purpose (Simonn, 2025). Principle of Fungibility is
directly affected here where it says that the idea of money holds equal value irrespective of its origin. It's relevance lies on how it
can cause investors to separate their wealth in separate mental buckets which results into inconsistent risky allocation. Self-
Control bias refers to the inability to delay actions and resisting immediate emotions leading to a failure in following a disciplined
long-term strategy. In financial settings, it interferes with rational decision making by overriding careful planning and analytical
thinking. As a result, the investors make quick and reactive choices like selling during panic times during market downturns or
chasing temporary trends instead of relying on proper fundamental analysis (Sahu et al., 2025).
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INTERPLAY BETWEEN DIGITAL FINANCE AND BEHAVIOURAL BIAS

An important qualitative contribution of syringing behavioural finance with financial technology, is in the understanding that such
digital platforms are not just channels for transactions. They also act as a behaviour shaping mechanisms that changes how
cognitive bias are practiced. In this digital environment, various characteristics of these fintech exists a rather very profound
opportunities to interact with our human psychology, functioning as an amplifying mechanism that increases the impact of already
inherited irrationalities (Ghosh & Golder, 2026; Jiinger & Mietzner, 2020). The immediate-ion effect of such digital finance
directly supports present bias. As these digital platforms provides immediate gratification and faster transaction execution, they
satisfy the human need of immediate rewards, severely damaging the necessary time for slow and analytical thinking. Over and
above, users are pushed to prioritize short term actions over long term logical planning. Closely related with this is the platform's
seamlessness that directly self-control bias and impulsivity. Removal of the traditional barriers and intermediation of elements,
these tech removes the cooling off period that would rather save users from making hasty choices in little time. This "too-smooth-
to-be-true" environment creates panic selling during market downturns or chasing trends, which results in impulsive actions rather
than logical and analytical decisions (Fersi et al., 2023; Gomber et al., 2017). Interaction between technology and psychology is
not just harmful but it can also moderate human bias. While these digital platforms can increase cognitive mistakes, they can also
be designed in such a way that it reduces such bias. These fintech platforms use digital nudging, applying algorithms and
behavioural cues to encourage a rather very rational and more disciplined financial decisions (Munongo & Pooe, 2025). From a
bird's eye view, digital finance can act as a dual sword as it can change one's decision making but also can protect the same users
from their own cognitive limitation if it is designed in such ways.

CONCEPTUAL FRAMEWORK

For the proper understanding of how these digital systems reshape human choices, this paper proposes a very impactful theoretical
model given below in Figure 1: How Digital Finance reshapes Human Choice. Instead of understanding and looking at financial
technology as a passive neutral tool that is made for executing financial transactions, this conceptual framework understands it as
the design of these digital platforms as an actively interacting element with human decision making helps to determine financial
outcomes. Core element of the whole framework lies on the understanding that behavioural bias act as a mediating mechanism
between technology and a human's final decision making. These digital systems do not automatically make a human to make
irrational or immediate choices. Rather they create a very frictionless smooth environment that increases the user's exposure to
their own cognitive limitations such as mental accounting, present bias etc. Technology acts as a catalyst, but in the end it is these
biases that are activated that steps into having hasty, emotions driven and uncalculated financial decisions. Putting behavioural
biases as a bridge, this framework properly explains how financial decision and outcomes are very much indirectly shaped via
digital environment. Technology is the starting point of such biased decision by providing seamless smooth flow of information
and execution of transactions which lowers the cognitive barriers that usually protects individual from relying on mental shortcuts.
Lastly the final decisions whether it is via panic buying or selling, over trading or impulsive spending, these are the indirect
outcomes of a digital system winning over already existing human biases. This model highlights the profound view that is in order
to understand modern financial choices, we should understand how these digital ecosystems silently manipulate human mind even
before we take a decision (Sahu et al., 2025).
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Figure 1: How Digital Finance reshapes Human Choice

IMPLICATIONS

Main aim of this theoretical contribution is the systemic expansion of the concept of behavioural finance into these digital
environments. Till now, behavioural finance has studied cognitive limits and heuristics based off emotions with older, traditional,
and physical market structures but the fast conversion of traditional to digital financial services needed a paradigm shift to know
how the human limitations operates in digital spaces. With the synergy of these two topics, this work seeds the concept of
"Behavioural Fintech", by providing with the core understanding of how these psychological biases are turning out when the
decisions are taken when the mediator are de-fi systems, algorithmic decision making and smooth execution of transactions instead
of human intermediates (Goldstein et al., 2019; Thakor, 2020). Moreover, this work also reframes theoretically the fintech
diverging from traditional views of technology adoption. Existing works view de-fi as a mechanism to achieve efficiency and
market access (Arner et al., 2020; Gomber et al., 2017). Contrasting to this, this paper puts fintech as an ever-changing system.
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This work suggests that such digital platforms functions dynamically as a structure just not only execute the financial decisions
but also constructs it. With mechanisms such as digital nudging, these fintech platforms actively reinforce or change the attitudes
and actions of users (Abis et al., 2025; Singh & Chouhan, 2025).

This outlook suggests that financing outcomes depends on the interplay between technology and human cognition. From a
theoretical viewpoint, adoption and financing decisions cannot be understood and interpreted via technology or via psychology
alone in isolation. As talked about, these outcomes are shaped by the continuous interactions between human psychology and
digital platforms together (Bosnjak et al., 2020). Moreover, this work also focuses on the part that the design features also have
some effect on the behavioural effect of humans. They are not passive, things like real time dashboards, rewards, interactive cues
and push notifications also acts as a trigger, that results into the increase of such emotion-based responses, can reduce these
cognition errors and can support a rather very more rational and logical decisions .

CONCLUSION

Digital finance has changed the way how an individual manage and spend their money, going afar from just a simple technological
improvement. Instead of just making the transactions faster, fintech as moulded the psychological and cognitive environment in
which a user makes decisions. With benefits such as speed, 24x7 access, and seamless smoothness, these digital platforms are
totally changing the context in which these biases operates. Even though it is understood that technologies driven by data leads to
a more rational and logical decisions, reality is a bit more complex than this given phrase. Technology is not removing the
irrational behaviour and decisions; it is reshaping it. It is posing fintech not as a neutral tool but rather an environment shifting
tool that shapes user behaviour by providing a broader understanding of these modern outcomes. Each interplay on these digital
platforms shows a very complex synergy between human biases and cognition and the algorithmic structures of the digital
platforms. While this outlook gives a very useful framework, it also shows us the need for more empirical research. Further
research should focus more on how these design platforms, smooth transactions, and these nudges can influence these biases and
financial outcomes among different demographic groups. Robust empirical measures is vital for ensuring that these digital finance
environments are actually designed to support the users rather than exploiting their limitations.
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