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ABSTRACT:

The focus of the present work is to establish the effects that the implementation of financial
technology (fintech) has on system performance and financial management in the various
sectors operating in Malaysia with an objective of improving the efficiency of operations
alongside the productivity of the organization. The introduction of Fintech services such as
e-payments, blockchain and artificial intelligence has helped in revolutionizing the provision
of financial services thus enhancing customer satisfaction, ease of operation and assisting in
reaching out to the unbanked population. The foregoing analysis indicates that there is no
significant untapped positive effect on either financial or non-financial performance from
FinTech adoption. However, as noted earlier, there are also rising dangers such as cyber risk,
compliance risk, and the risk of lack of infrastructure to support digital markets. Trust,
perceived service quality, and digital financial literacy are some of the factors that affect the
adoption and use of FinTech solutions. The paper argues the need for improving the level of
digital literacy, the existing regulatory landscape, and the relationship between the
government and the FinTech companies so that the resulting risks are controllable.
Implementation of such measures will ensure that the merits of In carrying out such steps,
maximum impact can be derived from the adoption of FinTech in most areas with the aim of
encouraging development as well as making financial systems accessible to all. These results
highlight the importance of a well-thought-out strategy towards utilizing the various
innovations brought about by FinTech without exposing the economy to dangers that would
compromise the performance of the existing systems and financial management systems in
the country.
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1. INTRODUCTION

The integration of financial technology (Fintech) has numerous effects on system
performance, such as operational effectiveness and customer satisfaction as well as
sustainability. The financial services sector has been transformed through innovations
such as blockchain technology, Al, and digitized payments that have made service
provision easier and opened up new frontiers for businesses and their clients. These
advances also create problems such as the risk of cyber fraud and compliance with the
law. In addition to the enhanced technological capabilities, the overall performance of
information systems especially financial information systems is enhanced by fin tech
adoption. This means the system is well utilized and user satisfaction is achieved as
seen in accounting information systems where the sophisticated use of technology is
critical (Arjang et al., 2024). In the case of SMEs, FinTech has a positive effect on
both financial and non-financial performance including customer satisfaction,
customer retention, turnover and profitability (Akanbi et al., 2022).

Financial technology (or, FinTech) represents a new paradigm that aids both
businesses and individuals through, for example, online banking, digital wallets or
mobile payments that address the needs of the neglected population (Amnas et al.,
2024). There has been witnesses of the emergence of new entities and relationships,
which have modified the financial architecture with the advent of FinTech, and which
have opened new avenues for creativity to levels which were previously unimaginable
(Shkodina et al., 2018). The introduction of FinTech may appear to add more layers to
the existing structure which may bring disorder within the financial system and hence
elevate systemic risk with its consequent bubbles in the middle of it. In the case of
known and spin-off companies, the situation is made worse by a lack of institutions or
regulations (Azarenkova et al., 2018). The other important factors that preclude the
development of FinTech include regulatory factors and cyber security risks, thus the
need to implement global frameworks and regulatory sandboxes (Shkodina et al.,
2018). Adopting financial technology improves system efficiency and achieves many
positive outcomes but also has difficulties that should be managed wisely. This is
because the diffusion and incorporation of FinTech innovations into current practices
is complex and calls for active policies and inter agency regulation and joint action
with the FinTech Companies.

2. LITERATURE REVIEW

The presence and significance of financial technology (FinTech) in Malaysian firms
has greatly improved the capability of the systems utilized in carrying out financial and
operational activities. This improvement cuts across several sectors including banking,
SMEs and the public listed companies.
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The combination of FinTech with other digital technologies has resulted in enhanced
financial results, better operational performance and increased adaptability to the
market, though such challenges as information safety and the need for technological
advancement remain.

The following sections then present the impacts and considerations of FinTech
adoption in Malaysian companies. As indicated at Figure 2, the conceptual model had
been developed from (Amnas et al., 2024).

Trust
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Quality Fintech Use " Literacy
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Security

Figure 1. Conceptual Model (Adapted from (Amnas et al., 2024)

2.1  Trustand FinTech Use

The level of trust within users greatly affects the acceptance of any fintech related
services since it has been established that the users who have higher levels of trust in
the integrity of the platform and the data it contains tend to use these services to a
greater extent (Singh et al., 2024). When it comes to the FinTech platforms, one of the
principal areas that affects users confidence is the aspect of data security. Trust is
increased and worries are lessened by the use of effective data security measures such
as encryption protocols and authentication mechanisms. Fintech solutions Improving
on Convenience and Efficiency but posing threats in Data security and privacy that
can affect consumer Trust (Poudel, O., & Acharya, P. (2023).

2.2 Services Quality and FinTech Use

Fintech services are characterized by their focus on the quality of support services as
the most important motivator of customer satisfaction. The provision of high- quality
services, which includes the elements of tangibles, reliability and empathy, greatly
improves customer satisfaction which is crucial for the intention to use Fintech
services again (Aldaarmi, 2024). People’s inclination to use FinTech is greatly
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determined by service quality. Users tend to adopt and maintain usage of fin tech
services if it is perceived that such services are of high quality, trustworthy, and
functional (Rifa Tamanna Chowdhury, 2023).

2.3 Perceived Security and Fin Tech Use

How inhabitants view security is among the key factors of trust in the usage of
FinTech facilities. Research shows that trust in consumers’ data security and privacy
appears to be the highest, as management of such perceptions involves use of such
means as encryption, authentication, approval (Singh Batani Raghavendra Rao, 2024).
There are several perceptions of security including the perceptions of confidentiality,
authentication and privacy that are positively associated with one which is important
for survival of goodwill services (Ismail et al., 2018).

2.4 FinTech Use and Digital Financial Literacy

Digital financial literacy as a concept plays an important role in mediation of the
relationship FinTech use. It enhances users’ capabilities to comprehend and use digital
financial services hence improving their ability to access the conventional financial
services (Al-Slehat, 2023). There exists a strong direct relationship between the level
of financial literacy and the usage of FinTech services. Study also found that financial
literacy increases people’s skills and abilities to manage stress when using digital
financing services and increases the uptake of FinTech services (Basar et al., 2024).
The influence of digital financial literacy on the uptake of FinTech services also differs
considerably from one region to another dependent on things like digital outreach and
level of economic development (Ferilli et al., 2024)

3. DISCUSSION AND RECOMMENDATION

Implementing financial technology (FinTech) has bearing results not just on financial
systems but also on users and entities within these systems. There have been
suggestions on how to increase the adoption and the impact of FinTech and these are to
embrace inclusiveness, enhance infrastructure and provide regulatory frameworks.
These methods aim at not only boosting the efficacy of FinTech but also curbing its
possible challenges. The next parts detail a number of proposals that follow from the
studies incorporated in this paper. It is recommended by Danladi and others (Danladi et
al., 2023) that developing nations need to upgrade their digital utilization, so that
FinTech can be adopted. Awareness campaigns and educational programs should be
organized by the government as well as the private sector players in order to encourage
the use of technology and innovations. This can be reframed in terms of education and
information campaigns regarding FinTech adoption (Basar et al., 2024). Effective
regulation of the activity of FinTech market players is impossible without active
cooperation between state institutions and companies.
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This may assist in fostering and encouraging confidence towards FinTech
(Shkodina et al., 2018). The benefits of using FinTech cannot be overstated; however,
such technology must be adopted with some limitations. Embracing FinTech can also
increase the level of complexity within financial systems and if this is not controlled,
the systems can become volatile or catastrophic. Thus, there is a need to strike a
balance where regulation, risk management and control mechanisms are incorporated
in the financial systems in order to protect the systems from collapse and encourage
advancement and inclusiveness at the same time (Azarenkova et al., 2018).

CONCLUSION

It is evident that the introduction of financial technologies (FinTech) has substantially
enhanced system performance and financial management in several sectors particularly
in Malaysia. The findings from the research indicate that simply operational
improvements thanks to FinTech, for instance, on its own is not enough to guarantee
that an organization will be successful in its operations and especially customer
satisfaction and growth. Nevertheless, there are encouraging developments that need to
be resolved, for example data protection, the existence of regulations or absence of the
ecosystem. Given the situation, it can be resolved through formulating sound policies,
enhancing education on using FinTech and interacting with FinTech players. All in all,
while traditional methods of banking can be improved by the use of financial
technology, there will be no need to make drastic changes to the existing systems. With
the use of these solutions, firms have the ability to perform their tasks more efficiently
and their operational processes are enhanced which sociologically enables better
services — financial ones — to the clients. In the light of the results, both the upsides and
the downsides of such evolutionary leaps in financial technology should be considered.
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