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ABSTRACT

The development of financial technology (fintech) has had a significant impact on improving financial
inclusion and the stability of the global financial system. This study aims to explore the role of fintech
technology in promoting people's access to financial services and its contribution to financial system stability.
Fintech enables the creation of digital platforms that facilitate services such as electronic payments, peer-to-
peer lending, and micro-investments, reaching segments previously neglected by the traditional banking
sector. On the other hand, fintech innovations also strengthen supervision and transparency in financial
transactions, potentially reducing the risk of financial instability. However, these developments also present
challenges, including the need for appropriate regulation to address potential risks such as fraud and personal
data management. This research uses a qualitative approach with literature analysis and case studies in
several countries that have widely implemented fintech. The results show that fintech has great potential in
increasing financial inclusion, but its sustainability and contribution to financial system stability depend on
effective regulation and collaboration between the public and private sectors. This research lies in the lack of
a thorough study of the regulatory challenges faced by developing countries in implementing fintech to
increase financial inclusion without posing a risk of instability. A growing phenomenon is the rapid adoption
of fintech in developing countries, yet its impact on financial system stability and associated risks are still not
fully understood and adequately addressed.
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INTRODUCTION

The development of financial technology (fintech) has drastically changed the landscape
of the global financial sector in recent years, introducing various innovations that lead to
improved accessibility, efficiency, and affordability of financial services (Sanyaolu et al.,
2024). Fintech, which refers to the application of technology to simplify and accelerate
financial services, has changed the way individuals and businesses interact with the financial
system (Kadir., 2023). Innovations such as digital payment applications, peer-to-peer (P2P)
lending, micro-investment, as well as blockchain technology have opened up new opportunities
that were previously unimaginable in the traditional banking sector. The advent of digital
payment technologies, for example, allows individuals to conduct transactions without having
to visit a physical bank branch, reducing reliance on conventional banking infrastructure
(Sitanggang et al., 2024). As such, financial services are becoming more accessible to the
public, including in areas that previously lacked banking infrastructure.

The development of financial technology (fintech) has drastically changed the landscape
of the global financial sector in recent years, introducing various innovations that lead to
improved accessibility, efficiency, and affordability of financial services (Sanyaolu et al.,
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2024). Fintech, which refers to the application of technology to simplify and accelerate
financial services, has changed the way individuals and businesses interact with the financial
system (Kadir, 2023). Innovations such as digital payment applications, peer-to-peer (P2P)
lending, micro-investments, as well as blockchain technology have opened up new
opportunities that were previously unimaginable in the traditional banking sector. The
emergence of digital payment technologies, for example, allows individuals to conduct
transactions without having to physically visit a bank branch, thereby reducing reliance on
conventional banking infrastructure (Sitanggang et al., 2024). As such, financial services are
becoming more accessible to the public, including in areas that previously lacked banking
infrastructure.

The development of fintech has also brought great impact in improving financial
inclusion, especially for groups of people who were previously unreached by traditional
financial services, such as those in remote areas or have limited access to banking services
(Alfiana et al., 2023). With the widespread adoption of mobile technology, fintech facilitates
the penetration of financial services into the daily lives of previously marginalized
communities. Moreover, fintech plays a role in empowering micro, small, and medium
enterprises (MSMEs), which often face difficulties in accessing conventional banking services,
by providing easier and more affordable access to financing (Hidayat et al., 2024).

However, while fintech offers many benefits, these advancements also bring challenges,
including data security issues, fraud risks, and the need for clearer and more efficient regulation
(Gusti., 2024). Without proper oversight, the integration of technology in the financial system
can create its vulnerability to cyberattacks and misuse of personal data. Therefore, it is
important for regulators and fintech service providers to collaborate in creating a safe and
secure environment for users, and develop policies that promote innovation while maintaining
financial system stability. Over time, the adoption and application of fintech is expected to
continue to evolve while taking into account the risks and maximizing the potential of fintech
to promote financial inclusion and sustainability of the global financial system (Ngamal.,
2022).

Perkembangan pesat fintech di Indonesia, 2019

Source: Bank Indonesia 2019

Based on the results of the National Survey on Financial Literacy and Inclusion released
by the Financial Services Authority (OJK) in 2019, the financial literacy index of urban
communities was recorded at 41.41%, while the financial inclusion index in urban areas
reached 83.60%. In contrast, rural communities have a financial literacy index of 34.53% and
a financial inclusion index of 68.49%. Nationally, the survey noted that the financial literacy
index reached 38.03%, while the financial inclusion index stood at 76.19%. When compared
to several ASEAN countries, such as Singapore with an index of 98%, Malaysia 85%, and
Thailand 82% (Setiawan, 2020), Indonesia is still lagging behind. This condition shows the
need for accelerated improvement in the index of Islamic financial literacy and financial
inclusion (Djawahir, 2018).
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Digital payment apps, such as Alipay, WeChat Pay, and GoPay, have revolutionized the
way people transact by offering faster, safer, and more affordable solutions compared to
conventional payment methods. Through these apps, users can make payments using only their
smartphones, without the need to carry physical cash or credit cards, and avoid long lines at
the cashier. Another advantage is the reduction in transaction fees, which are often lower
compared to fees charged by traditional payment systems, such as bank transfer fees or credit
card fees. These platforms also democratize access to payment systems, allowing individuals,
even those living in remote areas or in countries with low levels of financial inclusion, to
conduct financial transactions easily and efficiently (Sikka., 2024). By integrating digital
payments into everyday life, communities that were previously marginalized from the formal
financial system can now participate in the digital economy, opening up opportunities for
business development and improving quality of life.

Peer-to-peer (P2P) lending services play a major role in expanding access to finance,
especially for individuals and small businesses that find it difficult to obtain financing from
traditional banks (Hapsari., 2020). P2P platforms, such as those found in Indonesia and several
other developing countries, directly connect borrowers with lenders through online platforms,
without going through bank intermediaries. This allows for a faster lending process and more
flexible terms. Borrowers who may not qualify for a loan from a bank due to limited credit
history or lack of collateral can now gain access to the funds they need to finance their business
or personal needs. In return, lenders can enjoy higher returns compared to traditional
investments. This model not only provides access to finance for those who were previously
marginalized, but also provides broader investment opportunities for individuals or institutions
looking to diversify their portfolios.

The existence of P2P platforms also has a positive impact on the development of micro,
small, and medium enterprises (MSMEs), which are the backbone of the economy in many
countries (Rezky., 2023). MSMEs often face obstacles in obtaining financing from
conventional financial institutions, which prefer to provide loans to large companies that have
stronger collateral. With P2P lending (Ulirrahmi., 2023), MSMEs can get the funds needed to
expand their businesses, increase production, or innovate at lower costs and more flexible
terms. This helps drive local economic growth and create new jobs (Agil., 2024).

A major challenge that arises along with the development of fintech is the need for
adequate regulation to maintain system integrity and security (Alviana., 2023). Data security
and consumer protection should be a top priority in any fintech service. In addition, the role of
regulators in ensuring that fintech platforms operate with transparency and responsibility is
essential to maintain public trust (Kawengian., 2024). Therefore, there is a need for close
cooperation between the public and private sectors to create a safe, fair, and accountable fintech
ecosystem. Through the right approach, fintech can continue to grow and provide maximum
benefits, not only for individuals, but also for the economy as a whole.

Blockchain technology has changed the way we look at the financial system by
introducing a decentralized and secure transaction system (Ramadhani., 2024). By using this
technology, every recorded transaction becomes permanent and immutable, which reduces the
potential for fraud and data manipulation. Blockchain enables the creation of a more
transparent transaction recording system, which increases user confidence in transaction
security. In addition, this technology reduces the involvement of third parties, such as banks or
other financial institutions, which often adds cost and time (Chairunnas., 2024).

The application of blockchain in payment systems and other financial services offers
various advantages (Setisningsih., 2024). The technology also enables smart contracts, which
are automated contracts that execute agreements based on agreed conditions. This makes the
transaction process more efficient and reduces potential disputes between parties (Martinelli et
al., 2024). Blockchain not only revolutionizes the way transactions are conducted, but also
plays an important role in increasing financial inclusion, especially for those who are not
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reached by the traditional banking system (Sudarmanto., 2024). By enabling access to digital
financial services, blockchain opens up opportunities for individuals in remote areas or those
without access to banks to engage in the global financial ecosystem. This technology creates a
more open, secure, and inclusive financial system, which can have a positive impact on the
economy as a whole (Pramaswara., 2023).

The development of financial technology (fintech) has had a significant impact by
reaching segments of society that were previously neglected by the traditional financial system.
People in rural or remote areas now have access to basic financial services, such as money
transfers, payments, and savings, through mobile phone-based applications (Sadari., 2019).
Thus, fintech overcomes the geographical barriers that have limited people's access to formal
financial services. This easier access not only increases user convenience, but also reduces the
costs typically associated with using conventional banking services, which are often out of
reach for some communities (Rizieq., 2024). Fintech contributes to reducing economic
inequality by creating a more inclusive and fair financial system (Saputra., 2024). This
technology not only provides wider and more affordable access to financial services, but also
creates opportunities for reducing social and economic disparities (Sebyar., 2023). More
equitable access to financial services helps accelerate economic growth, increases people's
purchasing power, and opens up new opportunities for them to improve their quality of life,
which was previously difficult to achieve through the traditional financial system.

Fintech has broken down the barriers that have limited access to financial services,
especially for those outside the reach of the traditional financial system (Raharjo., 2021). These
changes open up new horizons in financial inclusion, enabling individuals and communities to
be more financially independent and actively participate in the global economy. These
innovations demonstrate how technology can be used to create a more inclusive and efficient
financial system, which in turn supports more equitable and sustainable economic growth
(Fathori., 2023).Financial inclusion refers to all efforts to expand people's access to financial
services by overcoming various barriers, both price and non-price related (Bhegawati et al.,
2023). According to the Financial Services Authority (OJK), financial inclusion is defined as
“the availability of access to various financial institutions, products, and services tailored to
the needs and abilities of the community, in order to improve people's welfare.”

One of the biggest contributions of fintech is in improving financial inclusion. Financial
inclusion, which refers to people's access to affordable and safe financial services, is an
important issue in many developing countries. According to data from the World Bank, around
1.7 billion people worldwide still do not have access to formal financial services. In countries
with limited financial infrastructure, fintech provides an alternative that allows people to access
financial products such as bank accounts, loans, insurance, and investments, without having to
rely on large financial institutions or far-flung bank branches. Fintech has overcome the
problem of geographical limitations that often hinder financial access in rural or remote areas
(Jange et al., 2024). With digital-based solutions, people can conduct financial transactions
through smartphones or other devices, allowing them to access financial services anytime and
anywhere. This convenience provides an opportunity for people who do not have access to
banks or traditional financial institutions to participate in the digital economy, thus promoting
financial inclusion more equitably (Maisaroh., 2024).

Innovations in fintech also have the potential to strengthen the stability of the global
financial system. By offering alternatives to the traditional financial system, fintech can help
diversify risks and reduce dependence on large financial institutions (Suganda., 2024).
Technologies such as big data and artificial intelligence (Al) can help detect suspicious
behavior and prevent potential fraud or system failures that could threaten financial stability
(Munajat., 2024). One of the main issues is the need for adequate regulations to govern this
growing industry. Without clear regulations, fintech risks potential abuses, such as online
fraud, market manipulation, and violation of user data privacy (Yunita et al., 2022). Therefore,
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it is important for the government and regulators to create a legal framework that can protect
consumers and ensure the sustainability of innovation in fintech.

In addition to regulatory issues, another significant challenge faced by the fintech
industry is the risk of market instability, which can threaten the stability of the financial system
as a whole (Raaina., 2024). One obvious example is the unusually high volatility of the crypto
market. Digital currencies such as Bitcoin and Ethereum, while offering huge profit potential,
are often subject to sharp price fluctuations in a short period of time, which can cause huge
losses for investors and create uncertainty in financial markets. In the absence of adequate
oversight, a disorderly crypto market could pose a systemic risk, i.e. a major disruption
affecting the entire financial sector, similar to the financial crisis that occurred in 2008.
Extreme crypto price volatility can spill over into other assets, such as stocks and bonds, and
add to tensions in the broader market.

In addition, the greater reliance on technology in the fintech sector also increases its
vulnerability to other threats, such as cyberattacks and system failures. Fintech services that
rely on digital platforms to provide real-time financial transactions make users' personal and
financial data a potential target for hackers (Herdinata et al., 2019). Cyberattacks against
fintech service providers, which can take the form of data theft, transaction manipulation, or
even service termination, can cause huge financial losses to users and damage the reputation
of the service provider. In addition, damage to technological infrastructure, whether caused by
internal system failures or by natural disasters or technical accidents, can lead to wider
disruptions, such as the interruption of payment services or verification processes, impacting
everyday economic transactions. When these systems fail, not only individual users are
affected, but also businesses and even the economy of a country.

For this reason, it is important for regulators and fintech service providers to maintain
the right balance between supporting innovation and managing risk. Thoughtful regulation is
needed to avoid the negative impacts that market instability and cyberattacks can bring, while
ensuring that the fintech ecosystem can develop in a healthy and sustainable manner. One way
to achieve this is by implementing stricter regulations for crypto markets, which include
transparency standards, transaction oversight, and investor protection. As with cybersecurity,
fintech service providers should invest in robust infrastructure to anticipate and counter digital
threats. Better protection systems, such as data encryption, two-factor verification, and regular
system updates, are essential to maintain user trust and reduce their vulnerability to attacks.
The government needs to work with fintech companies, cybersecurity experts, and financial
institutions to create policies that encourage innovation while protecting users and the financial
system as a whole (Norrahman., 2023). With a prudent and proactive approach, these
challenges related to market instability and technological risks can be managed more
effectively, providing opportunities for fintech to thrive without compromising global financial
stability.

In this context, collaboration between the public and private sectors is crucial to creating
a healthy and sustainable fintech ecosystem. Fintech technology, with all its potential to change
the way financial services are delivered, requires a solid foundation in terms of clear and
integrated regulation. Regulators, as those with responsibility for financial system oversight
and stability, must work closely with technology developers, financial service providers, and
other relevant parties (Sahrir et al., 2024). This collaboration will ensure that the resulting
policies can not only accommodate the rapid development of technology, but also keep fintech
innovations from causing negative impacts that can undermine the integrity of the financial
system. The importance of private sector involvement in the regulatory process lies in their
deeper understanding of the technical and operational aspects of fintech (Anaroga et al., 2024).

Fintech service providers often have better insights into the challenges and opportunities
involved in developing new technologies. With open communication between the public and
private sectors, regulators can design policies that are more adaptive and relevant to market
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needs, while maintaining high standards of safety and consumer protection (Prihartama., 2024).
This collaboration also provides room for the private sector to share their knowledge and
experience, which can enrich policies and best practices in the fintech sector.Fintech service
providers should ensure that their systems are equipped with cutting-edge security
technologies, such as data encryption and multi-factor authentication, to prevent potential cyber
threats.

Regulators need to establish rules that require fintech companies to meet certain
standards related to data protection, as well as conduct periodic audits to ensure that these
standards are consistently applied (Baskoro., 2024). In addition, there needs to be clear policies
to protect consumers from potential fraud, such as transparent complaint mechanisms and fund
recovery procedures for consumers who are victims of cybercrime. Fraud prevention in the
fintech world also requires special attention, as the increasing number of financial transactions
conducted digitally opens up opportunities for more sophisticated fraudulent activities (Azizah
et al., 2024). Therefore, this collaboration not only focuses on technology development, but
also includes joint efforts to create an effective supervisory system.

Regulations governing transaction transparency, mandatory reporting of suspicious
activities, and real-time monitoring systems are necessary to ensure that fraud can be detected
and stopped before it harms consumers and the financial system more broadly. Collaboration
between the public and private sectors is not only about creating policies that support
innovation, but also about ensuring that all parties involved are accountable for the risks that
may arise. This balanced approach will help create a safe, transparent, and inclusive fintech
ecosystem, where technology can flourish freely, yet remain within a corridor that ensures
stability and protection of all users. The importance of fintech in improving financial inclusion
is not only limited to developing countries, but also has a significant impact in developed
countries. In developed countries, even though most of the population already has access to
traditional financial services, fintech still plays a key role in improving the convenience,
efficiency, and accessibility of everyday financial transactions. Fintech innovations, such as
digital payments and mobile banking, have simplified the way people manage their finances
by providing solutions that are faster, more convenient and secure than traditional payment
methods. This not only reduces reliance on cash, but also facilitates better financial integration
in everyday life, from shopping transactions to money transfers between individuals.

One prime example of the benefits of fintech in developed countries is the growing role
of digital payments, such as mobile payment apps and digital wallets. Platforms such as Apple
Pay, Google Pay, and PayPal have made it possible for consumers to make payments with just
a few taps of their fingers, both in physical stores and for online transactions. The speed and
convenience offered by these payment methods not only saves time, but also minimizes the
risk of losing cash, as well as providing a more secure transaction experience thanks to the use
of encryption technology and biometric authentication. In addition, mobile banking has given
people the opportunity to access a wide range of banking services directly from their mobile
devices, allowing them to manage accounts, monitor expenses, and even make investments
without having to go to a bank office. Fintech innovations in developed countries have also
helped improve personal risk management through more affordable and accessible financial
products. For example, in terms of insurance, fintech services have enabled insurance providers
to offer more flexible micro-products, which can be tailored to individual needs. These
insurance products often have lower premiums and do not require complicated procedures,
allowing more people to protect themselves from health risks, accidents or other financial
losses. In addition, fintech has introduced more inclusive investment solutions, such as robo-
advisor-based investment apps, which allow people with limited funds to start investing in a
diversified portfolio without having to have in-depth knowledge of the stock market or pay
high fees for investment managers.

101



The importance of fintech in improving financial inclusion can also be seen in personal
finance management. Financial apps that integrate features such as budget tracking, financial
planning, and debt management help individuals to more easily manage and plan their finances.
With the ability to monitor spending in real-time, users can make wiser financial decisions and
minimize the risk of over-indebtedness. In addition, fintech also opens up opportunities for
small and medium enterprises (SMEs) to more easily access financing, which was previously
difficult to obtain through the traditional banking system (Wati., 2024). Innovations such as
peer-to-peer (P2P) lending and crowdfunding provide alternatives for SMEs to obtain business
capital without having to rely on conventional bank loans that often require collateral and long
processes (Fathori., 2024).

Overall, while developed countries generally already have relatively stable and inclusive
financial systems, fintech still contributes greatly to improving the efficiency, convenience,
and accessibility of financial services. Through innovations such as digital payments, mobile
banking, and more affordable insurance and investment products, fintech not only supports
financial inclusion for those underserved by traditional banking, but also provides convenience
and benefits to society as a whole in managing and optimizing their personal finances. With its
continued development, fintech has the potential to drive a more inclusive and efficient
financial system, both in developing and developed countries.

Financial technology (fintech) has shown significant contributions in supporting
financial inclusion, especially through the ease of access and adoption of technology by the
public. However, studies on the overall impact of fintech on financial system stability are
limited. Existing studies mostly focus on the aspect of increasing accessibility of financial
services, while the integration between financial inclusion and potential risks posed by fintech
development has not been comprehensively discussed. In addition, studies on the role of policy
and regulation in balancing the benefits of fintech with potential negative impacts on economic
stability are still rare. These gaps underscore the need for more in-depth research to understand
the relationship between fintech, financial inclusion, and financial system stability, including
the risk mitigation strategies that can be implemented.

This research aims to explore the role of fintech in enhancing financial inclusion and its
contribution to financial system stability. Through literature review and case studies, this
research will analyze how fintech has been implemented in various countries, both developed
and developing. This research is expected to provide deeper insights into the positive impacts
and challenges faced in the implementation of fintech, as well as provide recommendations for
policy development that can optimize the benefits of fintech for financial inclusion and global
financial system stability.

METHODS

This research uses the literature study method to explore the influence of financial
inclusion on financial system stability through the integration of financial technology
(fintech). The first step involves selecting relevant literature sources from academic
journals, books and research reports that address the topics of financial inclusion,
financial system stability and fintech. Secondary data from the literature will be collected
and analyzed to identify key themes, such as the impact of financial inclusion on financial
system stability and the role of fintech in expanding financial access. Furthermore,
literature analysis is conducted to build a comprehensive understanding of the
relationship, as well as synthesize existing findings to provide critical analysis. The
research will conclude on the contribution of fintech in enhancing financial system
stability and provide recommendations for policy or further research in this area
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RESULTS AND DISCUSSION

Financial inclusion plays a very important role in creating inclusive and sustainable
economic growth (Maskhuri., 2024). By providing previously marginalized individuals and
groups, including communities in remote areas, with access to financial services such as
savings, financing, and investment, financial inclusion helps expand their economic
opportunities. This allows them to participate more in economic activities and increase
productivity, which in turn can drive efficiency in the economic system. A positive impact of
financial inclusion is its ability to support poverty alleviation. With increased access to
financial resources, individuals can obtain capital for education, entrepreneurship, or skill
development that increases earning potential (Lasaksi et al., 2023). In addition, financial
inclusion enables more efficient resource allocation, by providing financial products and
services that are more affordable and suited to people's needs, thereby improving the economic
conditions of the underprivileged.

Without adequate access to financial resources, certain individuals and groups will find
it difficult to access economic opportunities that can improve their well-being, exacerbating
income inequality within society (Nasoha et al., 2025). Promoting financial inclusion is
therefore an important step towards creating a more equitable economic system where
everyone, without exception, has an equal opportunity to thrive and contribute to economic
progress.

Based on the results of the literature analysis and case studies conducted in this research,
there are several key findings related to the role of fintech in improving financial inclusion and
its contribution to financial system stability. These findings cover various aspects, ranging from
the impact of fintech on financial access of previously underserved communities, to the
challenges and opportunities that arise related to regulation and financial system stability.

Fintech has significantly contributed to the increase in financial inclusion. In developing
countries such as India and Brazil, the adoption of fintech technologies, such as digital payment
platforms and app-based microloans, has successfully provided financial access to populations
that previously did not have access to traditional banking services (Alfarizi et al., 2023). For
example, in India, platforms such as the Unified Payments Interface (UPI) and other fintech
services have enabled people in rural areas to conduct financial transactions digitally, reducing
dependence on conventional banking services. Likewise, in Brazil, fintech-based micro-
lending services have opened up opportunities for small entrepreneurs and individuals to access
financing that is difficult to obtain through traditional bank channels.

Fintech is also proven to improve efficiency and transparency in the financial system.
Digital payment systems developed by fintech companies such as Alipay and WeChat Pay in
China have introduced faster and more secure payment models, which in turn increases
transaction transparency. In many countries, fintech has also reduced transaction costs,
allowing users to transfer money at a lower cost compared to the traditional banking system.
This is especially beneficial for people with low incomes who were previously hampered by
high fees for financial transactions.

Fintech has played a crucial role in expanding access to financial services for groups
previously unreached by the traditional financial system (Dzikrullah et al., 2024). With
increasing smartphone and internet penetration in developing countries, fintech platforms such
as digital wallets and peer-to-peer lending have provided more affordable and accessible
financial services. A study conducted by Hughes et al. (2020) shows that fintech contributes
greatly to increasing financial inclusion globally, connecting millions of previously unbanked
people with the international financial system. This finding confirms that technology can be an
effective instrument to reduce the financial gap and support the creation of social and economic
inclusion in different parts of the world.

However, the findings also reveal some challenges related to regulation and financial
system stability that need to be addressed. One of the main challenges faced by the fintech
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sector is the lack of a clear and uniform regulatory framework across countries. In some
countries, such as Brazil, there is limited oversight of fintech service providers, which may
increase risks to financial system stability. For example, in the absence of adequate regulation,
some fintech platforms may operate without sufficient oversight, risking to create uncertainty
and vulnerabilities in financial markets, especially with regard to the security of personal data
and transactions.

In addition, the findings from the case studies also show that financial system stability
can be jeopardized by over-reliance on technology. Along with the rapid development of
fintech, more and more transactions are conducted through digital applications, creating its
vulnerability to cyber threats. Data security and protection of user identity are important issues
that need to be seriously addressed by regulators and fintech service providers (Utama et al.,
2023). For example, in some cases, hacking of fintech platforms can cause huge losses to users
and undermine public trust in the digital financial system.

The role of fintech in improving access to finance can be seen through several
mechanisms that are not always explicitly written, but can be implied from various existing
phenomena. One of them is the use of e-wallet, which has enabled people to conduct financial
transactions digitally without having to visit a bank office or use cash. E-wallets provide
convenience in making transactions, both for purchasing goods and paying for services, which
can be done directly from a mobile device. The existence of e-wallets also makes it easier for
people to access financial services, especially for those in remote areas who previously had
difficulty accessing traditional banking services. By only using a smartphone connected to the
internet, people can now carry out various financial transactions more practically and quickly,
which previously required more complicated and time-consuming procedures.

E-commerce platforms that have integrated the use of e-wallets in the online shopping
process, also expand access to finance for the community (Arifin., 2024). The ease of making
digital payments through e-wallets not only speeds up transactions, but also opens up
opportunities for people to be more actively involved in the digital economy. This is important
in promoting financial inclusion, as more people can access digital financial services without
being limited by physical location or access to conventional financial institutions.

The next big challenge for fintech is to improve digital financial literacy and education
(Sutarsih., 2023). Without sufficient understanding of how to use these services, many people,
especially those who are not familiar with technology, will find it difficult to optimally utilize
fintech's potential. Therefore, it is important to provide comprehensive education so that
people, especially in areas that are still less familiar with technology, can use digital financial
services effectively and safely. Thus, fintech indirectly plays a major role in expanding and
improving people's access to digital financial services, which in turn contributes to increasing
financial inclusion in Indonesia, while reducing the gap that exists between the groups of
people who are better served and those who are less served by the traditional financial system
(Prawana., 2024).

The results show that overall, fintech can contribute positively to financial system
stability if implemented with the right regulatory policies. Countries that have adopted
comprehensive regulations and effective supervisory systems, such as China with policies that
support an integrated digital payment system, show that fintech can run sustainably without
threatening market stability. On the other hand, countries without clear and firm policies are
likely to face more challenges in maintaining financial system stability amidst the rapid
adoption of fintech. In addition, this study also found that the long-term sustainability of fintech
is highly dependent on the application of innovative and inclusive technology (Sintadewi et al.,
2024). To maintain sustainability, fintech service providers need to focus on developing
products and services that are accessible to all levels of society, including those in remote or
underserved areas. Therefore, it is important for fintech providers to develop business models
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that do not only prioritize profits, but also focus on improving people's economic welfare
through better access to financial services (Muslihun., 2024).

Research conducted by Fauziah et al. (2020) and Andrian et al. (2019) on the effect of
financial inclusion on financial system stability, using a multiple linear regression analysis
approach, shows that financial inclusion has a negative effect on financial system stability. In
contrast, research by Anindyntha & Sulistyono (2022) which examines the impact of financial
inclusion through fintech integration on financial system stability, using multiple regression
analysis, indicates that financial inclusion integrated with fintech has a significant effect on
increasing financial system stability. This finding suggests that the higher the financial
inclusion driven by fintech integration, the greater the contribution in improving financial
system stability.

Financial system stability is a condition in which the financial system operates smoothly
and efficiently, and is able to face various pressures without causing significant damage to the
economy (Alamsyah., 2018). A stable financial system allows transactions and the flow of
funds between economic sectors to run well, supports investment, and facilitates appropriate
risk distribution. The existence of a stable system is critical to promoting sustainable economic
growth, as it provides a solid foundation for healthy economic activity.

Factors that affect financial system stability include financial institution integrity, market
liquidity, information transparency, and the quality of regulation and supervision (Maluluw et
al., 2024). The integrity of financial institutions is crucial in maintaining stability, where
institutions such as banks and insurance companies must be able to manage risks prudently and
maintain financial soundness (Long et al., 2023). In addition, market liquidity is also
instrumental in ensuring that the financial system can provide sufficient funds for economic
activities without causing excessive volatility. Information transparency plays a key role in
maintaining financial system stability (Suhartono., 2019). Open access to accurate information
about the financial condition of the institutions involved allows stakeholders to make better
decisions (Umum et al., 2023). Without transparency, uncertainty may arise, potentially
undermining stability. Regulations that encourage information disclosure are therefore crucial
for markets to remain viable and trustworthy for all parties involved.

Supervision by financial authorities, such as the central bank and capital market
regulatory agencies, is also very important to maintain financial system stability (Yustianti.,
2017). Regulators play a role in ensuring that financial institutions do not take steps that could
jeopardize the system as a whole. They also have an obligation to respond to market changes
or financial crises with policies that can help stabilize the financial system. Close supervision
of financial practices is a means to prevent large losses caused by speculative or uncontrolled
activities (Maita et al., 2024).

The financial system continues to face various challenges from within and outside the
country. Rapid market changes, economic crises, or external factors such as pandemics can
affect the performance of the financial system (Maknun., 2024). Therefore, it is important to
continuously monitor market developments and adjust existing policies to deal with these
changes. Technology, especially fintech, also has a major impact on financial system stability.
While fintech has the potential to expand financial inclusion, challenges related to data security
and proper supervision need to be addressed to keep the financial system stable.

Finally, the results also show a close relationship between government policies and
healthy fintech development. Countries with pro-technology policies that support fintech
innovation tend to have more advanced fintech ecosystems and are better able to maintain
financial system stability. For example, Singapore and Estonia have developed regulatory
frameworks that support fintech development by providing incentives for innovators and
involving the public sector in the supervision and regulation of the industry.

Overall, this study shows that fintech has great potential to increase financial inclusion
and strengthen the global financial system. However, to achieve the maximum benefits of
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fintech, clear regulations, strict supervision, and concerted efforts from the government, fintech
service providers, and users are needed to address existing challenges, such as data security
risks and inequality of access

CONCLUSIONS

This research reveals that financial technology (fintech) has a very significant role
in increasing financial inclusion and potentially strengthening the stability of the global
financial system. By adopting fintech, especially in the form of digital payments,
microloans, and technology-based financial management platforms, people who were
previously underserved by the traditional banking system now have wider and easier
access to financial services. Fintech opens up new opportunities for individuals and small
businesses in developing countries to access financing and conduct transactions that
were previously limited, which in turn can drive more inclusive economic growth.
However, the results also show that challenges related to regulation and supervision
remain a major obstacle to sustainable fintech adoption. Without a clear and uniform
regulatory framework, the risk of financial system instability may increase, especially
with regard to its vulnerability to cyberattacks, as well as potential neglect of data
protection and transaction security. Therefore, it is important for countries to develop
policies that support fintech innovation while maintaining sufficient oversight to avoid
negative impacts on the financial system as a whole. To conclude, fintech can serve as a
powerful tool to increase financial inclusion and drive efficiency in the global payment
system, but its sustainability and stability depend heavily on the policies and regulations
implemented. Countries that are able to create a policy framework that supports fintech
while maintaining proper oversight stand a chance of capitalizing on the great potential
of this technology. Therefore, collaboration between governments, fintech service
providers, and regulators is necessary to create a safe, inclusive, and stable ecosystem,
which can ultimately contribute to more equitable and sustainable economic growth.
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