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BEHAVIORAL ASPECTS OF PERSONAL FINANCE MANAGEMENT
IN THE CONTEXT OF CONTEMPORARY BANKING DEVELOPMENT

NOBEAIHKOBI ACNEKTU YNPABJTIIHHA OCOBUCTUMU ®IHAHCAMMU
B KOHTEKCTI PO3BUTKY CYYACHOI BAHKIBCbKOI CIMPABU

The article examines the behavioral aspects of personal finance management in the context of
contemporary banking development. It is substantiated that individuals’ financial decisions are
shaped not only by income levels and access to banking services but also by emotions, cognitive
biases, financial literacy, prior experience, and the digital environment. The effects of present-
oriented consumption, loss aversion, mental accounting, overconfidence, and herding behavior
on saving, borrowing, and investment decisions are identified. The dual impact of digital banking
on customers’ financial discipline is revealed. The study proposes measures aimed at fostering
responsible financial behavior through budgeting, automated savings, greater transparency of
banking products, and enhanced financial literacy.

Keywords: personal finance, behavioral finance, financial literacy, banking services, digital
banking, financial behavior, lending, savings, financial discipline.

Y ecmammi docniooceno nosedinkogi acnexmu ynpasiiHHs ocobucmumu Qinancamu
KOHMEKCMI pO36UMKY Cy4achoi 6ankiecbkoi cnpasu U axmusnoi yugposizayii ¢inancosux
nocaye. Obrpynmosano, wo Ginancosi piwienns HACENEHHA GUZHAYAIOMbCA He Juuie pis-
Hem 00x00i6, 00OCMYNHICMIO OAHKIGCOKUX NPOOYKMIE Ma eKOHOMIYHUM cepedoguwjem, a i
emMoyiamu, KOSHIMUGHUMU YNePeOI’CeHHAMU, NONepPeOHiM 00C8i00M, COYIanbHUM GNIUBOM,
pienem inancosoi ma yugposoi epamomnocmi. Poskpumo cymuicms payionanvHozo ma
Nn06E0IHK08020 NiOX00I8 00 YNPABIIHHSA 0CODUCMUMU IHAHCAMU, BUSHAYEHO IX 8IOMIHHOCTMI
ma 6NAUE HA CHONCUBYY, OWAOHY, KpeOUmHuy U ineecmuyitiny noeedinky. Cucmemamuzosa-
HO OCHOBHI N0BEOTHKOGI Ynepeodcens, 30KpemMa YHUKHEeHHA empam, MeHmaivHe 00niKogy-
6anHs, HAOMIPHA 6NEGHEHICMb, eheKm HACTIOYBAHHS, YNEePEONCEHHSI NOMOYHO20 MOMEHMY
ma aKipuull epekm. Bcmanosneno, wjo ix npose modice CnpuduHAmMU iMRYIbCUBHT UMPAMU,
HedOCmammi 3a0ua0xcents, HaoMipHe O0p2o6e HABAHMANCEHHA, HeOOIPYHMOBAHUY BUOID
OAaHKIBCLKUX NPOOYKMIG | pu3UK06l iHeecmuyitini piuienns. Poskpumo noositinuti eéniue yugh-
P06020 OAHKINZY HA (PIHAHCOBY NOBEOIHKY KIIEHMIE: YUPPOBI cepsicu 0aiomb 3M02Y KOHMPO-
10 00X0018 1 eumpam, agmomamusayii niamesxncie, opmy6eaHHs HAKONU4YeHb Ma YNPasiiHHs
01000icemom, ane 80OHOHAC MOJICYMb NOCUNIOBAMU IMIYIbCUBHE CHOJICUBAHHI Ul CNPOYYEaA-
mu docmyn 00 kpeoumysanus. OOTpyHmMo8arHo HeoOXiOHicmb niosuwenHss QiHanco8oi ouc-
YURTTHU HACELeHHS WASXOM DeSYIsPHO20 O100dCemyBanHsl, CINEOPEHHS Pe3ePEHO20 POHOY,
KOHMPONI0 60p208020 HABAHMANICEHHS, ABGMOMAMUYUHO20 DOPMYBAHHA 3A0WA0INCEHb MA
KpUmuuHo2o oyiniosanhs inancogux nponozuyii. Busnaueno porb 6aHKIGCLKUX YCMAHOS
y opmysanri 8i0n08idanvbHoi PiHancosoi nosedinku uepes 3abe3nedentHs npo30poCmi ymos
nPOOYKMi8, PO36UMOK NePCOHANIZ08AHUX YUPPOBUX CePBICi6, KOHCYIbMAaYiliHOT NiOMPUMKU,
incmpymenmis ananizy eumpam i npoepam Qinancogoi epamomuocmi. Bcmanosnero, wo
noeoHanns ocobucmoi inancosoi gionogioarvHocmi, Ginancosoi ma yugposoi epamom-
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HoCmi Ul KIIEHMOOPIEHMOBAHOT JiANbHOCI DAHKIG € 8ANCIUBOI) NEPeOYMOBOI0 NIOBUL|EHHS
@inancosoi cmitikocmi 00OM0O20CnO0aApCma.

Knruosi cnosa: ocobucmi gpinancu, noedinkosi (inancu, inancosa spamommuicnmo, yugp-
posa ¢hinancosa cpamomuicms, 6AHKIECHKI NOCIY2U, YUPposull OaHKIH2, (PIHAHCO8A NOBEJIHKA,
KpeOumy8anHs, 3a0ujadxicents, iHancosa OuCyuniiua.

Problem statement. The contemporary development of banking is taking place amid the
rapid digitalization of financial services, the widespread adoption of remote banking, mobile
applications, contactless payments, credit products, and investment services. Under these condi-
tions, the effectiveness of personal finance management is determined not only by individuals’
income levels or access to banking services but also by the specific features of their financial
behavior, including their propensity to save, borrow, invest, and make risk-related decisions.

Individuals’ financial decisions are often influenced by emotions, stereotypes, insufficient
financial literacy, information pressure, advertising, and behavioral biases. Such factors may result
in excessive consumer borrowing, inefficient allocation of financial resources, inadequate savings,
inappropriate selection of banking products, and a decline in household financial resilience.

The issue becomes particularly relevant in an unstable economic environment character-
ized by inflationary pressures, war-related risks, and a growing need for financial security.
Banking institutions, in turn, need to take customers’ behavioral characteristics into account
when designing product portfolios, developing digital services, implementing communica-
tion strategies, and introducing financial advisory tools. Therefore, the study of behavioral
aspects of personal finance management in the context of contemporary banking develop-
ment is important for improving financial literacy, promoting the rational use of financial
resources, and strengthening public trust in the banking system.

Literature review. Behavioral aspects of financial decision-making have been exten-
sively examined by international and domestic scholars within the fields of behavioral
finance, financial literacy, and retail banking development. The theoretical foundations for
studying the behavior of economic agents in financial decision-making were established by
D. Kahneman and A. Tversky [1], who demonstrated the influence of cognitive biases, heu-
ristics, and emotional factors on individual choices under uncertainty. A significant contribu-
tion to the development of behavioral economics was made by R. Thaler [2], who explored
the possibilities of modifying consumers’ financial behavior through nudging mechanisms
and the creation of an appropriate financial decision-making environment.

The influence of psychological factors on investment, borrowing, and saving decisions has
been addressed in the works of H. Shefrin [3], N. Barberis [4], R. Shiller [5], and other repre-
sentatives of behavioral finance. Their studies emphasize such phenomena as overconfidence,
loss aversion, the tendency to imitate the behavior of other market participants, short-term
thinking, and an insufficient capacity to plan for future financial needs.

A separate strand of research is represented by the works of A. Lusardi and O. S. Mitch-
ell [6; 7], which focus on financial literacy and its impact on savings, the use of credit
resources, retirement planning, and household financial resilience. Their findings demon-
strate that insufficient financial knowledge combined with behavioral biases may lead to
poorly grounded financial decisions and increase households’ vulnerability to economic
risks.

Domestic academic research devotes considerable attention to the development of financial
literacy, the digitalization of banking services, consumer protection in financial markets, and
strengthening public confidence in the banking system. At the same time, behavioral factors
affecting personal finance management amid the rapid expansion of mobile banking, digital
payment instruments, online lending, and remote investment services require further com-
prehensive investigation. In particular, insufficient attention has been paid to incorporating
customer behavioral patterns into the development of personalized financial products, financial
advisory services, and mechanisms aimed at strengthening household financial security.
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Purpose of the Article. The purpose of the article is to examine the behavioral aspects of
personal finance management in the context of contemporary banking development, identify
the key factors influencing individuals’ financial decisions, and substantiate approaches to
enhancing the effectiveness of interaction between banking institutions and their customers.

To achieve this purpose, the study addresses the following objectives: to analyze the nature
and role of behavioral factors in personal finance management; to identify the most common
cognitive and psychological biases affecting individuals’ saving, borrowing, and investment
behavior; to characterize the impact of banking digitalization on customers’ financial decisions;
and to substantiate practical approaches to improving financial literacy, strengthening financial
discipline, and developing customer-oriented banking products and services.

Main Results. Personal finance management represents a systematic process of plan-
ning, allocating, using, and controlling the financial resources of an individual or household.
It encompasses income generation, current expenditure, savings accumulation, the use of
borrowed funds, investment, insurance, and the establishment of financial reserves. Under
contemporary conditions, these processes are increasingly implemented through banking
products and digital financial services, including payment cards, deposits, loans, mobile
banking, electronic wallets, automated payments, and investment platforms.

The traditional approach to financial behavior assumes that individuals make rational
decisions by comparing expected income, expenditure, and risks. Behavioral finance, how-
ever, demonstrates that actual financial decisions are frequently influenced by emotions, cog-
nitive biases, previous experience, stereotypes, and the social environment. D. Kahneman
and A. Tversky demonstrated that under conditions of risk individuals evaluate potential
losses and gains asymmetrically: a potential loss is perceived as psychologically more sig-
nificant than an equivalent gain [1].

Behavioral factors are particularly evident in personal finance because most decisions
concerning consumption, borrowing, saving, and investment are made under conditions of
limited information or time constraints. This necessitates a combination of financial literacy,
financial discipline, and modern digital tools for personal budget management. At the same
time, the nature of financial decision-making differs considerably depending on whether an
individual’s behavior is primarily based on rational analysis or shaped by behavioral factors.
The principal differences between rational and behavioral approaches to personal finance
management are summarized in Table 1.

Table 1
Comparative characteristics of rational and behavioral approaches
to personal finance management

Criterion Rational Approach Behavioral Approach

Basis for decision- | Analysis of income, expenditure, | Emotions, habits, intuition, social influence,
making risks, and financial goals and previous experience

Attitude toward Full or sufficient consideration of | Selective perception of information and
information available information simplification of complex conditions
Frequently short-term and oriented toward
current consumption

Planning horizon | Predominantly long-term

Assessment of the total cost of | Focus on the speed of obtaining funds or

Use of credit . .

se ofcredt credit and repayment capacity the amount of the monthly payment
Formation of Regular accumulation in . . . .

. . . Saving on a residual basis or failure to save

savings accordance with a financial plan
Investment Diversification and assessment | Imitation of other investors,
decisions of risk and expected returns overconfidence, and loss aversion
Outcome Enhanced financial resilience Risk of impulsive spending, excessive

indebtedness, or inefficient investment

Source: compiled by the author based on [1-7]
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One of the most common behavioral tendencies is a preference for present consumption.
Individuals may prioritize the immediate use of funds over building an emergency reserve,
saving for major purchases, or investing. Such behavior reduces a household’s ability to
cope with unexpected expenses, income loss, or other financial risks.

An important manifestation of behavioral financial decision-making is mental accounting.
R. Thaler defined it as a set of cognitive operations through which individuals and households orga-
nize, evaluate, and monitor their financial activities [2]. In practical terms, this means that funds
received from different sources-such as wages, bonuses, gifts, cashback, or loans-may be perceived
differently despite having the same economic value. For example, additional income may be spent
impulsively, whereas a portion of regular salary income is allocated to mandatory payments.

Loss aversion has a substantial influence on financial decisions. Individuals may reject
investment opportunities because of the fear of a possible decline in asset value or, con-
versely, continue to hold loss-making assets because they are reluctant to realize a loss.
H. Shefrin and M. Statman substantiated the disposition effect, according to which investors
tend to sell profitable assets too early while holding losing assets for too long [3].

Overconfidence in one’s own knowledge is another widespread behavioral bias. It may
manifest itself in insufficient scrutiny of banking agreements, underestimation of credit risk,
disregard for fees and penalties, and overestimation of one’s ability to forecast market devel-
opments. N. Barberis, A. Shleifer, and R. Vishny demonstrate that psychological character-
istics underlying expectation formation may lead to both underreaction to new information
and overreaction to sequences of positive or negative signals [4]. Thus, behavioral biases
may significantly affect the nature of financial decisions, their consequences, and an individ-
ual’s level of financial resilience. The principal manifestations of such biases, their potential
financial consequences, and relevant mitigation tools are systematized in Table 2.

The development of digital banking simultaneously creates new opportunities and new
behavioral risks. On the one hand, mobile applications enable users to monitor cash flows

Table 2
Impact of Behavioral Biases on Personal Finance Management
Behayloral Nature of the Bias Potential Financial | Appropriate Mitigation
Bias Consequences Tool

Psychological perception of a | Avoidance of investment | Diversification, an
Loss aversion | loss as more significant than | or prolonged holding of | investment plan, and regular

an equivalent gain loss-making assets portfolio review
Division of funds into Irrational income .
o . . . Integrated budgeting and
Mental subjective categories allocation and unjustified -
. . . . monitoring of the overall
accounting depending on their source or | spending of bonuses or

intended purpose cashback financial outcome

Comparison of financial

Overestimation of one’s own | Unjustified borrowing .
products, professional

Overconfidence | financial knowledge and and excessively risky - P
s . advice, and verification of
capabilities investment
contractual terms
. Reliance on decisions made | Selection of an Independent assessment of
Herding . . . . . .
. by acquaintances, influencers, | unsuitable loan, deposit, |needs, risks, and financial
behavior . X . ’
or the majority or investment mstrument | capacity
Preference for current Lack of savings and Automated savings and
Present bias consumption over future insufficient emergency | allocation of a fixed share of
benefits reserves income to savings

Comparison of several
offers and assessment of the
total cost of the financial
service

Excessive reliance on the first | Suboptimal selection
observed amount, interest of credit or deposit
rate, or promotional offer products

Anchoring
effect

Source: compiled by the author based on [1-4]
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promptly, automate payments, establish spending limits, set savings goals, and analyze expendi-
ture patterns. On the other hand, the ease of contactless payments, rapid access to online credit,
and constant availability of financial services may intensify impulsive consumption and increase
the risk of excessive debt burdens.

Research on financial literacy confirms that the level of financial knowledge is directly
associated with individuals’ willingness and ability to plan, save, and make informed use of
financial products [6; 7]. The OECD defines financial literacy as a combination of knowledge,
skills, attitudes, and behaviors necessary to make sound financial decisions and ultimately
achieve individual financial well-being [8]. Accordingly, in a digital environment, not only
basic financial literacy but also digital financial literacy becomes particularly important. An
individual’s financial behavior is shaped by the combined influence of financial knowledge,
individual behavioral characteristics, the social environment, and available digital financial
tools. The interrelationship between these factors is summarized in Figure 1.

The digital financial services sector requires responsible behavior on the part of both users
and banking institutions. The World Bank notes that digital financial services can reduce trans-
action costs and make financial transactions faster and more accessible, while simultaneously
creating consumer risks, particularly in the areas of digital lending, personal data protection,
cybersecurity, and transparency of financial product terms and conditions [9; 10].

Under contemporary conditions, banks should perform not only the traditional interme-
diary functions associated with payments, lending, and safeguarding funds but also act as
partners in fostering responsible financial behavior among customers. This may be achieved
through the implementation of automated savings tools, personalized budgeting services,
reminders concerning mandatory payments, expenditure analysis, assessment of customers’
debt burdens, and financial advisory services.

Individual behavioral
characteristics

VL1l

Individual Financial Behavior

Financial knowledge Social environment | Digital financial tools

Figure 1. Interrelationship among the Factors Shaping Individual Financial Behavior
Source: compiled by the author based on [1-8]

Table 3
Impact of Digital Banking Services on Personal Finance Management

Dlglfal Positive Impact Potential Behavioral Risk Recommended Use

Service
Mobile Rapid monitoring of Frequent unplanned transfers | Establishing limits and

. account balances and . o
banking and spending notifications
payments
Contactless Convenience and speed | Reduced psychological Regular review of transaction
payments of transactions awareness of spending history
Impulsive borrowing without .
Online lending | Rapid access to funds | adequate debt-burden Ana!ys1s of the total cost of
credit and repayment schedule
assessment

Automated Development of regular | Insufficient flexibility when | Periodic review of the
savings saving habits income changes automated transfer amount
Expense Greater transparency of | Formal monitoring without | Establishment of spending
categorization | the personal budget actual behavioral change limits by category
Investment Access to investment | Imitation of popular strategies | Investment in accordance with
services instruments or speculative behavior the individual risk profile

Source: compiled by the author based on [8—10]
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An important area of banking activity is ensuring transparency in the terms and
conditions of financial products. Customers should be able to compare credit offers easily,
understand the total cost of borrowing, assess the risks associated with late payments, and
make decisions consistent with their own repayment capacity. In this context, financial
literacy and the protection of financial consumers’ rights should be regarded as interrelated
components of household financial resilience.

Thus, the behavioral aspects of personal finance management constitute an important
determinant of household financial resilience and the effective development of the banking
system. Sound financial decision-making requires an appropriate level of financial literacy
and financial discipline, a critical approach to borrowing, regular savings, and the use of
digital monitoring tools.

Banking institutions, in turn, should facilitate responsible financial behavior by providing
transparent products, accessible advisory services, digital budgeting tools, and effective
protection of financial consumers’ rights.

Conclusions. The study demonstrates that personal finance management in the context
of contemporary banking development is determined not only by income levels, the
availability of banking products, and access to digital services but also by the behavioral
characteristics of financial consumers. Individuals’ financial decisions are frequently
influenced by emotions, cognitive biases, previous experience, the social environment, and
insufficient financial literacy.

The most common behavioral factors influencing personal finance management include
a preference for present consumption, loss aversion, mental accounting, overconfidence in
one’s financial knowledge, herding behavior, and an orientation toward obtaining immediate
financial benefits. These factors may result in impulsive expenditure, insufficient savings,
excessive reliance on borrowed funds, poorly grounded investment decisions, and increased
household financial vulnerability.

The digitalization of banking services has been shown to exert a dual influence on
individuals’ financial behavior. On the one hand, mobile banking, automated payments,
expenditure-monitoring services, and automated saving tools provide additional opportunities
for personal budget planning and improved financial discipline. On the other hand, easy
access to rapid online payments and credit products may stimulate impulsive consumption
and contribute to insufficiently informed borrowing decisions.

The findings indicate that financial discipline is an essential prerequisite for household
financial resilience. Such discipline involves regular monitoring of income and expenditure,

Banking Institution

!
Transparel.nt. Terms Digital Tools for Educational Personallzec‘l
and Conditions of . . o . . Recommendations
Financial Monitoring | Materials and Advice .
Products and Reminders
!

Responsible Financial Behavior of Clients:
budgeting, saving, prudent borrowing, risk management

!

Financial Resilience of Households and Increased Trust in the Banking System

Figure 2. Directions of the Influence of Banking Institutions on the Formation
of Responsible Financial Behavior of Clients
Source: compiled by the author based on [8—-11]
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the establishment of financial goals, the creation of an emergency fund, the management
of debt burdens, and the rational use of borrowed resources. Particular importance should
be attached to developing a habit of regular saving, including through automated banking
savings services.

Banks should play a more active role in promoting responsible financial behavior
among their customers. This objective may be achieved by improving transparency in the
terms and conditions of financial products, developing personalized budgeting instruments,
implementing automated payment reminders and expenditure analysis services, providing
advisory support, and delivering financial literacy programs.

Therefore, improving the effectiveness of personal finance management requires an
integrated combination of individual financial responsibility, an adequate level of financial
and digital literacy, the use of contemporary banking technologies, and stronger customer-
oriented practices by banking institutions. A promising direction for further research is
the development of practical models for personalizing banking products while taking into
account the behavioral characteristics of different customer groups.
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