CHAPTER I
INTRODUCTION

A. Research Background

The transformation of financial services has been greatly influenced by
the development of digital technology, particularly the emergence of financial
technology (fintech). The technology offers unprecedented ease of access,
transaction speed, and flexibility. Generation Z, who was born and raised in
the digital era, uses fintech to meet their various financial needs. In Indonesia,
fintech not only provides electronic payment services, but also online loan
services that are increasingly in demand, especially by Generation Z
Muslims.! Considering the world's largest Muslim population, sharia-based
online lending services are an important alternative because they meet Islamic
principles, such as the prohibition of riba (interest), gharar (uncertainty), and

maisir (speculation).”

Generation Z is drawn to Islamic Online Financing services due to their
simplicity and ease of access. By using only a mobile phone and an internet
connection, users can apply for a loan without the need to meet face-to-face.’
This process makes the service an instant solution to meet their needs.
According to data from the Financial Services Authority (OJK) in May 2023,
the sharia-based peer-to-peer (P2P) lending sector has accounted for around
33% of the total P2P lending market share in Indonesia, with an asset value

of IDR 133.64 billion. This shows the high demand for financial
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services based on digital in accordance with sharia principles among the

Indonesian Muslim community.*

Generation Z dominates the use of this service, as reflected in the OJK
report at the end of 2022 which noted that 62% of P2P lending accounts in
Indonesia are owned by this group. This data shows that Generation Z is
highly connected to digital technology and prefers fast and flexible financial
services.” The use of this service by Generation Z is often directed to
consumptive lifestyle needs, such as the purchase of electronics, fashion, and
vacations.® The Inventure 2024 survey revealed that 61% of Generation Z
users take advantage of online loans to buy gadgets, while another 35% use
them for fashion needs such as clothes, and shoes, and 23% for leisure

activities such as entertainment.’

The digital lifestyle and social media play a significant role in
encouraging this consumeptive behavior for Generation Z. Social media,
which often features a glamorous lifestyle that encourages individuals to
follow social trends or standards, often feel encouraged to adopt the same
lifestyle as their environment so as not to feel left behind. This phenomenon
is referred to as Fear of Missing Out (FoMO), where individuals feel anxious

about missing out on certain opportunities or experiences.® FoMO influences
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their financial decisions by encouraging excessive consumption, including

through the use of Islamic Online Financing.’

In addition to FOMO, the principle of You Only Live Once (YOLO) is
also a significant factor that influences the consumptive behavior of
Generation Z. YOLO encourages a person to pursue momentary gratification
without considering the long-term impact.'” To finance temporary goods or
experiences that bring them momentary pleasure, Generation Z often uses
online loan services in a financial context. Both of these phenomena,
amplified by social media content, make Generation Z more vulnerable to

implicit financial decisions.'!

The ease of access to digital media is also a factor in the increasing use
of Islamic Online Financing services. The technology allows users to access
funds quickly without going through a complicated process.'? An Infobank
survey in early 2024 noted that the total debt of Generation Z on various
online lending platforms, both sharia and conventional, has reached IDR 43
trillion. The fact that services originally designed for urgent needs are now
becoming lifestyle-enchancing tolls is reflected in thes fact. This use is often
done without careful financial planning, as it can pose financial risks in the

future. !

The phenomenon of excessive consumption among Generation Z
cannot be separated from the influence of social media and digital trends.

Content that features a luxurious life, exclusive travel, or expensive items is
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often a trigger for a desire to follow a similar lifestyle.!* With the ease of
Islamic Online Financing services, Generation Z finds an instant way to fulfill
these desires. Although the service is sharia-based, its unwise use can affect

an individual's financial stability in the long run.'

Sharia regulations and guidelines play an important role in ensuring that
sharia-based online loan services run according to Islamic principles. In
Indonesia, the main legal basis that regulates this activity is Law Number 21
of 2008 concerning Sharia Banking, which stipulates that all Islamic financial
transactions must be free from elements of riba, gharar, and maisir.'® In
addition, the National Sharia Council of the Indonesian Ulema Council
(DSN-MUI) also issued Fatwa No.117/DSN-MUI/I1/2018, which provides
guidelines on the use of sharia contracts such as murabahah (buying and
selling with margin), ijarah (rent), and musharakah (cooperation). This fatwa
affirms that all transactions must be carried out with full transparency,

including the fees and risks involved.!’

While these regulations and guidelines exist, their implementation often
faces challenges, especially in reaching out to groups like Generation Z who
are more focused on short-term benefits than understanding long-term risks.'®
This is a concern because the ever-increasing reliance on online loans can
create bigger financial problems if not addressed properly. With easier access,
without proper understanding, Generation Z is at risk of being trapped in a

cycle of debt that is difficult to avoid.'?
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Previous studies have shown that FOMO is associated with impulsive
consumptive behavior among Generation Z, who are often influenced by
social pressures and trends on social media, leading them to use online loand
to fulfill their lifestyle needs.”’ Additionally, YOLO significantly influences
financial decision-making, as this principle drives young people to make
implusive decisions to maximize life experiences without giving much
consideration to long-term risks.”' Another critical factor is the Ease of
Access to Digital Media, as highlighted by Hapsari (2023), where technology
enables online loans services to become faster and more accessible. However,
this ease also increases the risk of unwise financial decisions due to limited
understanding of the terms and conditions of these services.?” This study
combines these three factors to provide a more comprehensive insight into

Generation Z’s interest in using Islamic Online Financing.

Although Islamic Online Financing continue to grow with a significant
contribution to the Indonesian fintech market, there is still a lack of research
that specifically integrates the influence of FOMO, YOLO, and Ease of Access
to Digital Media in influencing Generation Z's interest in using this service.
Most previous studies have focused on analyzing only one or two aspects.
Meanwhile, the context of Generation Z as the dominant user of sharia fintech
services has not been discussed quite a lot in the scientific literature. Thus,
there have not been many studies that comprehensively discuss how when
factors simultaneously affect the interest of Generation Z in using Islamic

Online Financing services.
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This study aims to fill the gap by combining several aspects in one
holistic analytical framework. The findings of this study are expected to make
a new contribution to the academic literature on Islamic financial behavior,
especially in the context of Generation Z, as well as provide strategic insights
for service providers and regulators in designing more effective and inclusive

policies.

Problem Formulation

Based on the above background, the researcher identified problems in

the study, namely:

1. Does FoMO (Fear of Missing Out) affect the high interest in using
Islamic Online Financing in Generation Z?

2. Does YOLO (You Only Live Once) affect the high interest in using
Islamic Online Financing in Generation Z?

3. Does the Ease of Access to Digital Media affect the high interest in
using Islamic Online Financing in Generation Z?

4.  Does FOMO (Fear of Missing Out), YOLO (You Only Live Once), and
the Ease of Access to Digital Media affect simultaneously the high

interest in using Islamic Online Financing in Generation Z?

Research Objectives

The objectives of this study are:

1. To analyze the influence of FOMO (Fear of Missing Out) on the high
interest in using Islamic Online Financing in Generation Z

2. To analyze the influence of YOLO (You Only Live Once) on the high
interest in using Islamic Online Financing in Generation Z.

3. Toanalyze the influence of Ease of Access to Digital Media on the high
interest in using Islamic Online Financing in Generation Z.

4.  To analyze the influence of FOMO (Fear of Missing Out), YOLO (You
Only Live Once), and the Ease of Access to Digital Media on the high

interest in using Islamic Online Financing in Generation Z.



D. Research Benefits

1.

Theoretical Benefits

This research is expected to be an additional reference, data and

information for future academics and researchers related to financial

literacy, especially regarding sharia peer to peer landing or commonly

called Islamic Online Financing.

Practical Benefits

a.

C.

Government

This research is expected to be considered by the
government or financial institutions in Indonesia in licensing the
implementation of fintech applications, especially sharia peer to

peer landing or Islamic Online Financing.

Social Society

This research is expected to be an additional financial
literacy for the community, especially for Generation Z to be
financially literate, especially financial literacy, as well as
financial attitudes and behaviors so that they are not easily

entangled in the use of Islamic Online Financing

Writer
This research is expected to be a medium in the application
of science and can increase knowledge about financial literacy, as

well as financial attitudes and behaviors.



