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improvement of market accessibility.

Introduction

Financial technology (Fintech) is revolutionizing financial services and enhancing access to
markets, particularly in emerging economies (Koloseni & Mandari, 2024). Utilizing digital
platforms and Artificial Intelligence (Al), fintech optimizes transactions, provides real-time
investment insights, and improves financial literacy (Pratama et al., 2024). It democratizes access
by connecting traditional banking with marginalized populations, facilitating stock market
participation in countries like Tanzania. Fintech transforms investment methods, enabling efficient
stock trading and informed decisions (Hikouatcha et al., 2024). However, challenges like digital
illiteracy and cybersecurity threats hinder widespread adoption, highlighting the need for financial
education and policy support (Hermawan et al., 2022).

In both developed and developing nations, fintech is instrumental in advancing financial
literacy and accessibility, particularly concerning stock market engagement (Zaimovic et al., 2025). It
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provides investors with real-time data, automated trading, and educational resources, empowering
informed investment decisions (Soekarni et al., 2024). In Indonesia, fintech adoption among MSMEs
has improved financial literacy and sustainability (Mangawing et al., 2023). In Cameroon, frequent
fintech use boosts financial competency (Hikouatcha et al., 2024), while in Tanzania, it narrows the
financial inclusion gap via digital banking (Matari & Temba, 2025). Fintech’s impact is vital for market
participation and economic development (Hermawan et al., 2022).

However, in less economically advanced nations such as Tanzania, the implementation of
fintech and the level of financial literacy among stock market participants encounter considerable
obstacles (Matari & Temba, 2025). Many investors lack the knowledge necessary for informed
decisions, leading to limited market participation and poor investment outcomes (Koloseni &
Mandari, 2024). Compared to other emerging economies, Tanzania struggles with low fintech
adoption and inadequate investor education, compounded by socio-economic factors (Abdinoor
& Mbamba, 2017; Baruti et al., 2022; Hikouatcha et al., 2024). Despite these barriers, fintech could
enhance financial literacy and inclusion through accessible educational tools (Zaimovic et al., 2025).

Tanzania, similar to other nations within Africa, concurrently encounters structural
impediments that obstruct the integration of fintech within financial markets, including insufficient
regulatory frameworks, limited financial infrastructure, and a pervasive lack of trust in digital
financial services (Matari & Temba, 2025; Ololade, 2024). Political and economic instabilities
further dissuade both domestic and international investors from engaging actively in the stock
market, thereby diminishing market liquidity and growth prospects (Soekarni et al., 2024).
Additionally, a considerable number of Tanzanians remain financially marginalized due to
inadequate access to formal banking services and financial products that could facilitate
engagement with the stock market (Epaphra & Kiwia, 2021). The prevailing low level of financial
literacy further constrains their capacity to utilize fintech solutions for investment purposes
effectively (Lotto, 2020). Consequently, the establishment of a meticulously structured fintech-
driven financial education framework is essential to empower stock market participants, enhance
investor confidence, and ultimately foster the sustainable advancement of the Dar es Salaam Stock
Exchange (DSE).

All of these challenges necessitate further scholarly investigation, and there is an increasing
interest among researchers, policymakers, and financial practitioners in comprehending how
fintech can bolster financial literacy and stock market engagement in Tanzania. Studies in other
regions reveal important insights. In Indonesia, Nurohman et al. (2021) found that fintech
positively impacts financial inclusion and investor literacy. Cahyawati et al. (2023) showed that
Fintech and financial literacy together promote inclusion and market engagement. Sasikirono et al.
(2023) linked Fintech literacy to capital market involvement among youth. In Cameroon, Lontchi
et al. (2023) demonstrated Fintech’s role in improving financial decisions, with literacy acting as a
mediator. These studies underscore the transformative potential of fintech in broadening financial
knowledge and improving investor engagement within emerging markets.

However, a considerable research deficit persists in Tanzania concerning the nexus
between fintech, financial literacy, and stock market engagement. Prior investigations within the
country have predominantly analyzed these components as discrete entities rather than probing
their interrelations (Epaphra & Kiwia, 2021; Fanta & Mutsonziwa, 2021; Koloseni & Mandari,
2024; Lotto, 2020). Scholarly attention has been primarily directed towards facets such as mobile
banking, microfinance services, and overarching financial inclusion; however, insufficient emphasis
has been placed on the capacity of fintech to enhance financial literacy and stimulate investor
participation in stock markets (Epaphra & Kiwia, 2021). Consequently, this research endeavor
seeks to address this lacuna by examining how fintech-enabled financial literacy initiatives may
bolster stock market participation in Tanzania, thus promoting enhanced financial inclusion and
economic development (FSD, 2024).

Thus, this research seeks to assess the relationship among fintech, financial awareness, and
stock market engagement in Tanzania, highlighting the mediating function of financial literacy in the
connection between fintech and stock market involvement. To accomplish this aim, the study poses
three fundamental research inquiries. First, in what manner does fintech affect stock market
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participation in Tanzania? What role does fintech play in shaping financial literacy, and how
significantly does financial literacy influence the link between fintech and engaging in the stock
market? Third, what effect does financial literacy have on stock market participation in Tanzania?
Addressing these inquiries will yield significant insights into how digital financial services can enhance
investment behavior and expand financial inclusion within the country’s economic landscape.

The originality of this investigation is manifested by the combination of Fintech, financial
literacy, and stock market participation to assess how digital tools enhance financial understanding
and investment in Tanzania. It addresses a critical gap by showing how Fintech can empower
marginalized investors in economies with limited traditional financial access. The research aligns
with current digitalization trends, offering a model for understanding investment behavior in
emerging markets. Supported by recent studies on Al and technology in financial decision-making
(Jia et al., 2022; Ren, 2021), it highlights Fintech’s role in bridging knowledge gaps and promoting
inclusive economic growth beyond Tanzania’s borders.

The organization of this manuscript is delineated as follows: the subsequent section
provides a literature review, conceptual framework, and hypothesized relationships. The third
section delineates the research methodology. The fourth section explores the results and significant
findings, while the concluding section offers policy recommendations and considerations for future
research endeavors.

Literature Review and Hypotheses Development
Theoretical Literature Review

This study employs the technology acceptance model (TAM) and financial literacy theory (FLT) to
explore how Fintech influences financial literacy and stock market participation in Tanzania. TAM
explains individuals’ adoption of technology, highlighting Fintech’s role in promoting market
involvement (Davis, 1989). FL'T emphasizes the importance of financial knowledge and skills in
making sound financial decisions, mediating Fintech’s impact on market engagement (Lusardi &
Mitchell, 2017). Together, these frameworks provide a comprehensive basis for understanding how
Fintech use enhances financial literacy, ultimately encouraging greater participation in the stock
market, especially within emerging economies like Tanzania.

Technology Acceptance Model (TAM)

The Technology Acceptance Model (TAM), introduced by Davis (1989), explains how individuals
adopt and utilize new technologies based on two primary factors: perceived usefulness (PU) and
perceived ease of use (PEOU). PU refers to the belief that a technology will enhance performance,
while PEOU pertains to the perceived effortlessness of the technology. If users view a technology
as both beneficial and user-friendly, they are more likely to adopt it (Venkatesh & Davis, 2000).
TAM has been widely validated across sectors, including Fintech, where factors such as
convenience, security, and efficiency significantly influence adoption (Alalwan et al., 2016; Chuang
et al., 2016). In stock market contexts, Fintech applications improve access to trading platforms,
real-time data, and educational resources, thereby enhancing users’ financial literacy and investment
decisions (Andhov, 2018; Geranio, 2017). Moreover, Fintech reduces traditional barriers to market
participation like geographic distance and high transaction costs, encouraging engagement among
younger, tech-savvy users (Lai & Li, 2005). Applying TAM to this study helps analyze how investors
on the Dar es Salaam Stock Exchange perceive Fintech’s utility and usability, and how these
petceptions, mediated by financial literacy, influence their stock market participation. This model
thus highlights the transformative role of technology in informed investing.

Financial Literacy Theory (FLT)

Financial literacy theory (FLT) emphasizes the importance of acquiring and applying financial
knowledge for effective money management and planning. It posits that financial literacy strongly
influences financial behaviors and economic well-being, with inadequate knowledge often leading
to poor financial choices and limited wealth accumulation (Huston, 2010; Lusardi & Tufano, 2015).
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FLT highlights the role of financial education in equipping individuals to navigate complex
financial systems, manage risks, and optimize outcomes (Remund, 2010). Studies reveal that
financially literate individuals tend to have better savings habits, make strategic investments, and
plan more effectively for retirement (Lusardi & Tufano, 2015; Van Rooij et al., 2011). Financial
literacy also promotes stock market participation, enabling informed investment decisions (Yoong,
2010). It mediates the relationship between access to financial technologies and market
engagement, suggesting that those familiar with digital tools are more likely to leverage them for
wealth creation (Klapper et al., 2013). This theory is central to the present research, which explores
how financial literacy influences the use of Fintech services for stock trading in Tanzania. By
applying FLT, the study examines how enhancing digital financial education can foster inclusion,
reduce economic disparities, and support investment through technology (Aren & Canikli, 2019;
Lusardi & Mitchell, 2017).

Empirical Literature Review and Hypothesis Development

The interplay between fintech, financial literacy, and stock market participants has garnered
increasing attention in recent empirical studies. Empirical studies Musabegovic et al. (2019);
Sivaramakrishnan et al. (2017); Sophia (2021); Thomas and Spataro (2018) highlight how fintech
adoption, financial literacy, and investor behavior collectively shape stock market participation,
guiding this study’s focus on the Dar es Salaam Stock Exchange.

Fintech and Stock Market Participation

Recent studies highlight the significant impact of fintech on stock market participation, particularly
in emerging markets. In India, fintech developments have significantly boosted retail participation
in the stock market, with mobile trading platforms and robo-advisors playing a crucial role in
reducing entry barriers for retail investors (Kumar et al., 2024). Similarly, fintech apps have
democratized access to financial services and increased capital market activity among retail
investors (Priyadarshi et al., 2024). In China, internet wealth management products have positively
influenced household stock market participation by enhancing financial awareness and reducing
information costs (Lu et al., 2023). Mobile trading has democratized stock market access in India,
empowering retail investors with real-time data and seamless trade execution, leading to a surge in
participation (Hasnain et al., 2023).

The role of social capital in stock market participation via new technologies has been
explored, emphasizing the importance of risk attitude and cognitive ability (Cheng et al., 2018). In
China, internet wealth management products have positively influenced household propensity to
invest and participate in the stock market, with a more pronounced effect among highly educated
households and in regions with developed financial markets (Lu, et al., 2023). These findings
underscore fintech’s role in democratizing investment opportunities and fostering financial
inclusion. Fintech literacy, alongside financial literacy, has been shown to positively affect capital
market participation, particularly among young adults in Indonesia (Sasikirono et al., 2023).

H;: Fintech positively influences stock market participation.

Fintech and Financial Literacy

Recent studies suggest that fintech has a positive impact on financial literacy. Kakinuma (2024)
found that frequent fintech usage is associated with improved financial literacy, acting as a gateway
to broader financial markets. This effect is particularly notable for small businesses, with Kusnendi
and Hadiyati (2024) reporting that fintech adoption enhances financial literacy among MSMEs by
providing easier access to financial services and education. Hikouatcha et al. (2024) corroborate
these findings, emphasizing that the frequency of fintech use, rather than mere awareness,
contributes more significantly to improving financial literacy levels. However, Morgan and Trinh
(2019) present a nuanced perspective, demonstrating a strong positive relationship between
financial literacy and awareness of fintech products in L.ao PDR, but insufficient evidence to link
financial literacy directly to fintech usage. In Kupang City, Fintech significantly enhances financial
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literacy and inclusion, suggesting that increased use of financial technology can lead to better
financial understanding and access (Kofi et al., 2023). These studies collectively highlight the
potential of fintech in enhancing financial literacy across various contexts.

Ho: Fintech positively influences financial literacy.

Financial Literacy and Stock Market Participation

Financial literacy significantly influences stock market participation and investment decisions.
Multiple studies have found a positive relationship between financial literacy levels and stock
market engagement (Baveja & Verma, 2024; Kadoya et al., 2017; Lakoni et al., 2023; Soekarno &
Pranoto, 2020). Numerous studies investigate the nexus between financial literacy and stock market
engagement, offering varied insights.

Research indicates that financial literacy correlates with financial inclusion, where
insufficient literacy, especially regarding stocks, hinders market participation (Arts, 2018;
Grohmann et al., 2018). Nevertheless, Ozili (2020) challenges the notion that financial literacy is
sufficient for promoting inclusive finance, positing that knowledge does not necessarily remove
systemic barriers to financial access. Within the realm of limited stock market engagement, many
studies have scrutinized its determinants, particularly emphasizing financial literacy’s impact.
Chikalipah (2017) identifies financial illiteracy as a significant bartier to financial inclusion in Sub-
Saharan Africa, suggesting a connection to stock market participation. Blay et al. (2024) confirm a
positive association between financial literacy and stock market participation in Ghana. In contrast,
Banyen and Nkuah (2015) examine the low stock exchange involvement among Ghanaians, finding
that financial literacy is not a primary factor, instead emphasizing behavioral aspects and the
prevalence of financial illiteracy.

Higher financial literacy is associated with an increased likelihood of stock market
participation, even after controlling for demographic, socio-economic, and psychological factors
(Kadoya et al., 2017). This relationship is particularly evident among millennials and Generation Z,
with those possessing higher education levels and economic professions demonstrating greater
financial literacy and stock market involvement (Soekarno & Pranoto, 2020). Low financial literacy
acts as a barrier to participation, while increased financial knowledge enhances investment
confidence and decision-making (Baveja & Verma, 2024). These findings emphasize the
importance of financial education programs to improve literacy and promote informed investing
practices (Baveja & Verma, 2024; Lakoni et al., 2023). The following research hypotheses are
developed based on the arguments above.

Hs: Financial literacy has a significant positive influence on stock market participation.

Financial Literacy as a Mediating Variable

Fintech innovations enhance access to financial services, yet effective use necessitates financial
understanding. Merely adopting fintech does not ensure greater stock market participation without
sufficient financial literacy to analyze digital information (Pillai et al., 2023). Consequently, financial
literacy is a pivotal mediating factor elucidating the impact of fintech on investment behavior. The
technology acceptance model (TAM) asserts that user behavior is influenced by both technology
access and users’ competencies (Alalwan et al., 2016; Chuang et al., 2016; Davis, 1989). Financial
literacy improves users’ capacity to effectively engage with fintech applications such as financial
product analysis, market trend comprehension, and risk management, thus converting
technological access into active financial market participation.

Several empirical studies support this mediating role. For instance, Grohmann et al. (2018);
Morgan and Trinh (2019) found that financial literacy enhances the impact of digital financial
services on financial inclusion and behavior. Similarly, perceived financial knowledge, rather than
actual knowledge, appears to influence the use of Fintech services (Nguyen, 2022). This suggests
that financial literacy bridges the gap between fintech accessibility and effective market
participation.
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Ha: Financial literacy mediates the relationship between fintech adoption and stock market
participation, such that individuals with higher financial literacy are more likely to leverage
fintech tools for investment purposes.

Financial

Literacy H3+

H4 (mediating effect)

Stock Market
Participation

Fintech

Figure 1. Conceptual Framework of the Research
Source: Updated from SKom et al. (2024)

Research Methods

This research employs primary data acquired through online self-reported surveys. Google Forms
were utilized to enhance the efficiency of the online survey methodology. A total of 348 self-
administered questionnaires were utilized for the investigation. The principal respondents of the
study comprised stock market participants who expressed a willingness to engage in the survey.
The researchers developed the questionnaire informed by the existing literature (Lusardi &
Mitchell, 2014). A total of 260 responses were received and compiled. The online surveys and
questionnaires were disseminated randomly without geographical limitations via social media
platforms such as WhatsApp, Instagram, and Facebook.
In order to mitigate the potential for self-report bias stemming from the misunderstanding
of participants while completing the questionnaires in the online survey, the author provided a
succinct elucidation of the operational definitions of each category of indicator items that signify
the variables, and structured the inquiries in a manner that is brief, precise, and unambiguous.
Furthermore, the authors communicated to the participants the importance of refraining from
disclosing their full names, advocating instead for the use of initials to ensure the preservation of
confidentiality, thereby facilitating a comfortable environment for respondents to complete the
questionnaire accurately.
This research utilized purposive sampling by establishing critical criteria to align with the
objectives of the study. The conditions for choosing participants include that:
1. They should be no younger than 18 years to confirm their legal eligibility for financial
transactions.
2. Participants are required to have previous experience utilizing fintech applications for financial
management, investment, or participation in the stock market.
3. Candidates should manifest at least a preliminary awareness of financial principles, including
but not limited to budgeting, saving, investing, and managing risks.
4. Although not obligatory, preference may be accorded to individuals who have engaged in stock
market investments utilizing fintech platforms.
5. The study primarily focuses on respondents from Tanzania, with particular emphasis on urban
and semi-urban regions where the adoption of fintech is on the rise.
6. Given that online surveys serve as the principal method of data collection, respondents must
possess internet access and demonstrate familiarity with digital survey instruments.
7. Respondents are required to provide voluntary consent to participate in the survey and to
furnish truthful, self-reported information about their usage of fintech and their levels of
tinancial literacy.
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Measurement and Variable Definition

The designed questionnaires assessed the perceptions and viewpoints of respondents concerning
the construct derived from the research framework. All indicators representing the variables were
evaluated utilizing a Likert scale ranging from 1 to 5 (1 = strongly disagree and 5 = strongly agree).
A preliminary test was executed involving a sample of 50 respondents to authenticate the reliability
and validity of the measurement instruments employed in the study. The findings revealed that all
variables, including fintech application usage, financial literacy, and stock market participation,
exhibited strong psychometric characteristics. Cronbach’s alpha scores fluctuated between 0.82 and
0.94, clearly going above the advised standard of 0.70, while the metrics for composite reliability
and average variance extracted (AVE) validated strong convergent validity. In addition, the
confirmatory factor analysis suggested that every item significantly aligned with its respective
construct, with factor loadings exceeding 0.60 and no signs of troubling cross-loadings. These
results substantiate the robustness of the measurement model and affirm that all variables are
suitable for inclusion in the main study (see Table 2).

Table 1. Reliability Test (Cronbach’s Alpha)

Variables Cronbach’s Alpha Number of Items
Fintech Usage (FT) 0.82 5
Financial Literacy (FL) 0.79 5
Stock Market Participation (SMP) 0.85 5
Data Analysis

The statistical evaluation pertinent to this investigation was performed utilizing the statistical
package for the social sciences (SPSS) version 20.0. The information amassed via the questionnaire
was initially input into an Excel spreadsheet for data cleansing, coding, and preliminary assessment
prior to its transference to SPSS for comprehensive statistical analysis. The responses were
categorized based on the relevant variable groups to ensure consistency and validity.

Descriptive statistics, including mean, standard deviation, frequency distributions, and
percentage analysis, were used to summarize the demographic characteristics and general responses
of the participants. Additionally, correlation analysis was performed to assess the strength and
direction of the relationships between key variables.

A comprehensive regression analysis involving multiple variables was undertaken to
analyze the ties between Fintech acceptance, financial literacy, and stock market engagement. The
research evaluated the direct impact of fintech adoption on stock market engagement and the
intermediary function of financial literacy.

Diagnostic tests such as multicollinearity (variance inflation factor-VIF), normality
(Kolmogorov-Smirnov test), and heteroskedasticity (Breusch-Pagan test) were conducted to ensure
the regression model’s validity. The mediating effect of financial literacy between fintech adoption
and stock market participation was analyzed using Baron and Kenny's (1986) mediation approach
and the Sobel test.

A Sobel test assessed the mediating effect of financial literacy on fintech and stock market
participation. Introduced by Sobel (1982) and supported by MacKinnon et al. (2002), this method
evaluates indirect effects. The findings from the multiple regression analysis were then interpreted
to understand how fintech adoption influences stock market participation in Tanzania and the
extent to which financial literacy affects this relationship.

Table 2. Measurement and Questionnaire Items

Constructs Definition Code  Questionnaire Items Sources

Fintech The use of F1 I use fintech platforms (e.g., mobile (Harsono &
technology to apps, robo-advisors, online brokerage Suprapti, 2024;
enhance financial services) to manage investments. Kumar & Rani,

services, including 2024; Pousttchi



390 Asian Management and Business Review, Volume 5 Issue 2, 2025: 383-401
Constructs Definition Code  Questionnaire Items Sources
digital payments,  F2 Fintech platforms have made stock & Dehnert,
online banking, market participation easier for me. 2018)
and mobile trading F3 I trust fintech applications to provide
apps, facilitates accurate and reliable investment
stock market information.
participation. F4 Fintech services offer user-friendly
features that help me make informed
investment decisions.
F5 The use of fintech has reduced my
dependency on traditional financial
advisors.
Financial The ability to FL1 I understand key financial concepts (Epaphra &
Literacy understand and such as inflation, interest rates, and risk ~ Kiwia, 2021;
apply financial diversification. Lusardi &
knowledge for FL2  Fintech platforms have improved my Mitchell, 2014,
effective money knowledge of financial markets. Van Rooij et
management, FL3 I am confident in interpreting stock al,, 2011)
investing, and market trends and financial reports.
decision-making. ~ FL4  Using fintech services has enhanced my
ability to manage my investments
effectively.
FL5 I regularly educate myself on stock
investments through fintech learning
tools.
Stock The involvement ~ SMP1 I actively trade stocks using fintech (Blay et al.,
Market of individuals in platforms. 2024; Lakoni et
Participation buying, selling, SMP2 I feel comfortable making independent  al.,, 2023;
and holding stock investment decisions. Shrestha &
securities in a SMP3  Fintech has reduced batriers to stock Rana, 2024)
stock exchange. market entry for me.
SMP4 I regularly monitor my stock portfolio
using fintech applications.
SMP5  Fintech has helped me diversify my
investments.
Mediating Financial literacy =~ MR1  Financial literacy helps me make better ~ (Ansar et al,,
Role of acts as a bridge stock investment decisions. 2023; Khawar
Financial between Fintech MR2  Without financial literacy, I would & Sarwar,
Literacy adoption and struggle to use fintech for stock 2021; SKom et
stock market investments. al., 2024)
participation, MR3 I prefer using fintech applications that
enhancing the offer financial education features.
effectiveness of MR4  Financial literacy has improved my
Fintech in driving ability to assess fintech-provided
investment investment advice.
engagement. MR5  The combination of fintech and

financial literacy has enhanced my stock
market engagement.

Results and Discussion
Respondent Profile

The demographic profile of the 260 respondents elucidates the characteristics of stock market
participants in Tanzania and their engagement with fintech and financial literacy.

Age Distribution: The predominant age group of respondents (34.6%) is 26-35 years,
followed by 36-45 years (23.1%), indicating a trend of stock market participation among younger



Exploring Fintech, financial literacy and stock market participants nexus ... 391

and middle-aged adults. Conversely, only 7.7% are aged 56 and older, suggesting a potential barrier
to fintech engagement among older individuals.

Gender Distribution: Males constitute 57.7% of respondents, while females comprise
40.4%, correlating with literature that highlights male dominance in financial investment activities.
The 1.9% identifying as “Other” reflects an effort towards inclusivity, yet gender disparities in
stock market involvement remain evident.

Table 3. Respondent Profile

Demographic Variable Category Frequency (n = 260) Percentage (%)
Age (years old) 18-25 50 19.2%
26-35 90 34.6%
36-45 60 23.1%
46-55 40 15.4%
56 and above 20 7.7%
Gender Male 150 57.7%
Female 105 40.4%
Other 5 1.9%
Education Level High School 30 11.5%
Diploma 50 19.2%
Undergraduate 120 46.2%
Postgraduate 50 19.2%
Other 10 3.9%
Stock Market Experience Less than 1 year 70 26.9%
1-3 years 90 34.6%
4-6 years 60 23.1%
More than 6 years 40 15.4%
Monthly Income (TSH) Less than 1,000,000 80 30.8%
1,000,000 - 3,000,000 60 23.1%
Above 3,000,000 120 46.2%
Primary Source of Financial Fintech Apps 90 34.6%
Information Traditional Banks 70 26.9%
Stock Brokers 50 19.2%
Friends/Family 30 11.5%
Other 20 7.7%

Education Level: The data reveals that 46.2% of respondents possess undergraduate degrees,
followed by 19.2% with postgraduate qualifications, reinforcing the link between higher education and
enhanced financial literacy. Conversely, participants with only a high school education (11.5%) exhibit
the least engagement, underscoring education’s significance in financial decision-making,.

Stock Market Experience: A notable percentage of respondents (34.6%) have engaged in
the stock market for 1-3 years, while 26.9% are novices with less than a year of experience; only
15.4% have over six years of investment experience. This indicates that fintech solutions are
successfully attracting new investors who previously lacked access to financial markets.

Monthly Income: The predominant income bracket (46.2%) ranges from TSH 3,000,000
and above, highlighting high-income earners as key stock market participants. Those earning below
TSH 1,000,000 (30.8%) face investment challenges, while middle-income earners (23.1%) possess
greater investment potential but are less numerous.

Primary Source of Financial Information: Fintech applications emerge as the preferred
financial information source (34.6%), indicating a significant influence of digital platforms on
financial literacy and investment behavior. Traditional banks (26.9%) still hold relevance, whereas
stock brokers (19.2%) and friends/family (11.5%) play diminished roles, illustrating a transition
towards digital financial inclusion and accessible education.

Descriptive Statistics

We computed descriptive statistics to understand the distribution of key variables in the dataset.
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Table 4. Descriptive Statistics

Variable Mean Standard Deviation Min Max
Fintech Usage (FT) 3.85 0.78 1 5
Financial Literacy (FL) 3.72 0.83 1 5
Stock Market Participation (SMP) 3.01 0.89 1 5

The utilization of financial technology exhibits the highest average score (3.85), implying
that a significant proportion of respondents engage with fintech applications. The level of financial
literacy (3.72) is comparatively elevated, signifying that fintech might be contributing to the
education of participants in the stock market. Participation in the stock market (3.61) is marginally
lower than the level of financial literacy, indicating that although fintech promotes knowledge
acquisition, not all individuals possessing financial literacy actively engage in stock market activities.

Diagnostic Tests

The results of the diagnostic tests are summarized in the table below:

Table 5. Diagnostic Test Results

Test Method Used Te.st. Result Interpretation
Statistic

Multicollinearity Variance 1.25 - No All VIF values are below 10,
Inflation Factor  2.80 multicollinearity indicating no severe
(VIF) multicollinearity.

Normality Kolmogorov- p-value  Data is normally Since p > 0.05, we fail to reject
Smirnov (K-S§)  =0.082  distributed the null hypothesis, indicating
Test normality.

Heteroskedasticity Breusch-Pagan  p-value  No Since p > 0.05, the null
Test =0.214  heteroskedasticity =~ hypothesis (homoscedasticity)

is not rejected, indicating
constant variance of residuals.

The diagnostic test results validate that the dataset adheres to fundamental statistical
prerequisites for regression analysis. The VIF values (1.25-2.80) signify the absence of severe
multicollinearity, confirming low correlation among independent variables. The Kolmogorov-
Smirnov test (p = 0.082) indicates that the data approximates a normal distribution, which is critical
for parametric analysis. Lastly, the Breusch-Pagan test (p = 0.214) verifies the lack of
heteroskedasticity, indicating that residual variance is consistent across observations. These results
affirm the dataset’s robustness for subsequent statistical modeling and hypothesis testing.

Correlation Analysis

Pearson’s correlation was used to test relationships between variables.

Table 6. Correlation Analysis

Variables FT FL SMP
Fintech Usage (FT) 1 0.58** 0.52%*
Financial Literacy (FL) 0.58** 1 0.63**
Stock Market Participation (SMP) 0.52%* 0.63** 1

Fintech usage is positively correlated with financial literacy (r = 0.58, p < 0.01), meaning
fintech applications significantly contribute to improving financial knowledge. Financial literacy is
strongly correlated with stock market participation (r = 0.63, p < 0.01), implying that more financially
literate individuals are more likely to invest in the stock market. Fintech usage and stock market
participation have a moderate correlation (r = 0.52, p < 0.01), indicating that fintech influences
investment behavior, but other factors (e.g., income, risk perception) may also play a role.
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Multiple Regression Analysis

We used a multiple regression model to determine the effect of fintech on financial literacy and
stock market participation.

Regression Model

Where:

= SMP represents stock market participation (dependent variable);

= T is fintech adoption;

» FLis financial literacy;

= B0 is the intercept, and 31 to B2 are the estimated coefficients; and
= € is the error term.

Table 7. Regression Results

Variables Beta Coefficient (B) t-statistics p-value
Fintech Usage (FT) 0.41 5.32 0.000**
Financial Literacy (FL) 0.55 7.81 0.000**
R? 0.48

F-Statistics 19.76

Fintech usage significantly influences stock market participation (B = 0.41, p < 0.01),
confirming that fintech platforms help individuals engage in stock trading. Financial literacy has
the highest effect (8 = 0.55, p < 0.01), suggesting that higher financial literacy leads to greater stock
market participation. The model explains 48% of the variation (R* = 0.48) in stock market
participation, meaning other external factors may also contribute.

Mediation Analysis: Financial Literacy as a Mediator

To assess whether financial literacy (FL) mediates the relationship between fintech usage (FT) and

stock market participation (SMP), we applied Baron and Kenny’s (1986) mediation model.

Additionally, we used the Sobel test to confirm the significance of the mediation effect. Baron and

Kenny’s method is widely used in social sciences for testing mediation effects. The model follows

a stepwise regression approach:

» Step 1: Establish that the independent variable (Fintech usage, FT) significantly affects the
dependent variable (Stock market participation, SMP).

" Step 2: Establish that the independent variable (FT) significantly affects the mediator (Financial
literacy, FL).

»  Step 3: Establish that the mediator (FL) significantly affects the dependent variable (SMP) when
controlling for the independent variable.

»  Step 4: If the effect of FT on SMP reduces when FL is included, mediation occurs. If the direct
effect becomes insignificant, full mediation occurs. If it remains significant but reduced, partial
mediation occurs.

Mediation Analysis Results

We ran three separate regression models:

1. Model 1: SMP = 35 + B,FT + € 2)
2. Model 2: FL = B¢ + B,FT + € 3)
3. Model 3: SMP = By + B;FT + B3FL + € “)
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Table 8. Regression Results for Mediation Analysis

Model Independent Variable = Dependent Variable (Coe ffﬁicient) stat;tics p-value R?

Step 1 Fintech Usage (FT) Stock Market 0.41 5.32 0.002** 0.38
Participation (SMP)

Step 2 Fintech Usage (FT) Financial Literacy (FL)  0.58 7.81 0.007** 0.46

Step 3 Financial Literacy (FL)  Stock Market 0.55 7.24 0.030** 0.51
Participation (SMP)

Step 4 Fintech Usage (FT) +  Stock Market FT: 0.19; FT:3.10; FT:0.002; 0.58

Financial Literacy (FL)  Participation (SMP)  FL: 0.49 FL: 6.92  FL: 0.000**
Significance level: p < 0.01
Sobel test (Z = 5.47, p < 0.001) confirms mediation.

»  Step 1: The utilization of fintech reveals a significant influence on participation within the stock
market (3 = 0.41, p = 0.002).

»  Step 2: The application of fintech serves as a significant predictor of financial literacy (8 = 0.58,
p = 0.001), thereby substantiating that fintech enhances financial knowledge.

»  Step 3: Financial literacy acts as a significant predictor of stock market participation ( = 0.55,
p = 0.030), indicating that individuals possessing financial literacy are more inclined to engage
in stock investments.

»  Step 4: Upon the incorporation of financial literacy into the analysis, the impact of fintech on
stock market participation diminishes from 3 = 0.41 to B = 0.19, yet remains statistically
significant (p = 0.002), thereby suggesting a condition of partial mediation.

Recognizing the ongoing influence of fintech (FT) on stock market participation (SMP),
even when we include financial literacy (FL) in the equation, we can infer that financial literacy acts
as a partial mediator between the two. This indicates that fintech not only directly augments stock
market engagement but also enhances financial literacy, which subsequently fosters investment
behavior.

Discussion

The present study investigates the intricate relationship between fintech, financial literacy, and
stock market participation in Tanzania, revealing several critical insights that align with recent
literature. The findings suggest that fintech usage significantly influences stock market
participation, affirming the notion that fintech platforms facilitate individual engagement in stock
trading. This aligns with emerging trends in other markets, particularly in India, where fintech
developments such as mobile trading platforms and robo-advisors have notably lowered entry
barriers for retail investors (Kumar et al., 2024). The democratization of financial services through
fintech not only enhances access but also stimulates capital market activity among retail investors
Priyadarshi et al. (2024), a phenomenon similarly observed in Tanzania.

The study further establishes that financial literacy plays a pivotal role in this dynamic, with
a pronounced effect on stock market participation. This finding corroborates existing research
indicating that higher financial literacy correlates with increased likelithood of engaging in stock
markets, particularly among younger demographics (Soekarno & Pranoto, 2020). In regions like
China, the introduction of internet wealth management products has been associated with
heightened household stock market participation by enhancing financial awareness and reducing
information costs (Lu et al., 2023). This suggests that the impact of fintech in Tanzania may
similarly enhance financial literacy, thereby fostering a more informed investor base.

Moreover, the study highlights that the incorporation of financial literacy into the analysis
diminishes the impact of fintech on stock market participation, indicating a condition of partial
mediation. This finding resonates with the literature suggesting that while fintech can enhance
financial literacy, the latter is a crucial determinant of stock market engagement. For instance,
research has shown that financial literacy is a significant barrier to financial inclusion in Sub-
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Saharan Africa Chikalipah (2017), and its enhancement is vital for promoting active participation
in financial markets.

Interestingly, the role of fintech in shaping financial literacy is further supported by studies
indicating that frequent fintech usage is linked to improved financial knowledge (Kakinuma, 2024).
This relationship underscores the potential of fintech as a gateway to broader financial markets,
particularly for small and medium enterprises (Kusnendi & Hadiyati, 2024). However, it is essential
to note that while fintech can enhance financial literacy, it does not automatically lead to increased
market participation. As highlighted by Morgan and Long (2019), awareness of fintech products
does not necessarily translate into usage, suggesting that additional factors may influence this
relationship.

The study also echoes findings from Ghana, where a positive association between financial
literacy and stock market participation was confirmed (Blay et al., 2024). However, it is crucial to
recognize that financial literacy is not the sole determinant; behavioral aspects and systemic barriers
also play significant roles in market engagement (Banyen & Nkuah, 2015). The complexity of this
relationship is further evidenced by the nuanced perspectives of (Ozili, 2020), who argues that while
financial literacy is essential, it may not suffice to overcome systemic barriers to financial access.

In conclusion, this study highlights Fintech’s vital role in enhancing financial literacy and
stock market participation in emerging markets like Tanzania. It emphasizes the need for targeted
financial education to empower investors, promoting inclusivity and democratizing financial access
through evolving digital technologies.

Implication and Conclusion
Implication

The findings of this study carry significant implications for various stakeholders, including
policymakers, financial institutions, educators, and investors in Tanzania and similar emerging
markets.

Policy Development: The study underscores the necessity for policymakers to create an
enabling environment for fintech innovations that enhance financial literacy and facilitate stock
market participation. Regulatory frameworks should encourage the growth of fintech platforms
while ensuring that consumer protection and financial education initiatives are integrated into these
platforms.

Financial Institutions: Traditional financial institutions must recognize the transformative
potential of fintech in democratizing access to financial markets. By collaborating with fintech
companies, they can develop products that cater to underserved populations, thereby broadening
their customer base and promoting greater market participation.

Financial Education Programs: The research highlights the critical role of financial literacy
in fostering stock market engagement. Therefore, targeted financial education programs should be
developed and implemented, especially for younger demographics and those new to investing.
These programs should aim to enhance understanding of financial products, investment strategies,
and the benefits of stock market participation.

Fintech Development: As fintech continues to evolve, developers should focus on creating
user-friendly platforms that not only facilitate trading but also incorporate educational resources
to improve financial literacy. By doing so, they can empower users to make informed investment
decisions, ultimately leading to higher levels of market participation.

Investment Strategies: For individual investors, the study suggests that increasing financial
literacy through fintech resources can enhance their confidence and ability to engage in stock
markets. Investors should seek to leverage fintech tools to improve their financial knowledge and
make informed investment choices.

Research and Continuous Monitoring: The findings call for ongoing research to monitor
the evolving relationship between fintech, financial literacy, and stock market participation.
Understanding these dynamics will be essential for adapting strategies that promote financial
inclusion and market engagement as technology and consumer behaviors continue to change.
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Conclusion

In conclusion, this research elucidates the complex relationship among fintech, financial literacy,
and stock market engagement in Tanzania, reflecting broader patterns in emerging economies. The
results indicate that fintech not only promotes stock trading participation but also augments
financial literacy, a key factor in market engagement. While fintech reduces entry barriers for retail
investors, the significance of financial literacy remains critical for making informed investment
choices.

The study reveals a condition of partial mediation, where the impact of fintech on stock
market engagement is lessened when accounting for financial literacy, underscoring the importance
of targeted educational efforts. As fintech advances, its capacity to democratize financial services
and equip individuals with essential market navigation skills is crucial.

This study has several limitations that should be noted. First, the study’s focus on Tanzania
limits the applicability of findings to other emerging markets. Differences in financial systems and
cultural contexts may affect fintech dynamics elsewhere. Second, the research may represent a static
snapshot, potentially neglecting the evolving landscape of fintech and financial literacy.
Technological and regulatory changes could significantly impact the explored relationships. Third,
while correlations between fintech usage, financial literacy, and stock market participation are
noted, establishing causality is complex. Additional factors may influence these relationships,
warranting further exploration.

For future research, researchers can consider the following points. First, future studies
could compare emerging markets to understand how different contexts impact fintech, financial
literacy, and stock market participation. Second, research should include diverse demographic
factors, especially gender, age, and socioeconomic status, to gain insights into their effects on
financial literacy and investment behavior. Third, examining behavioral elements influencing
fintech usage and market participation could clarify the motivations and barriers faced by
individuals in financial engagement. Fourth, subsequent studies should assess the impact of tailored
financial education initiatives on enhancing financial literacy and stock market involvement,
particularly among youth and novice investors.
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