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Abstract 

The rapid growth of online loans and Buy-Now Pay-Later (BNPL) services in Indonesia 

requires a deeper understanding of the factors driving consumer borrowing decisions 

beyond traditional financial knowledge. This study investigates the influence of two key 

behavioral biases: overconfidence and anchoring bias, on individuals' decisions to engage 

with digital lending platforms. Focusing on a sample of 258 middle- to lower-income 

individuals in the Greater Jakarta area in Indonesia, the research employed Partial Least 

Squares Structural Equation Modeling (PLS-SEM) on cross-sectional, self-reported 

survey data to empirically test the relative association of these biases and financial 

literacy with the decision to use online loans/BNPL. The results demonstrate that all three 

factors are statistically significant predictors of the decision to use online loans/BNPL 

services. Anchoring bias was found to have the most substantial and significant effect, 

indicating that borrowers’ decisions are strongly influenced by initial numeric cues, such 

as introductory rates or pre-filled loan amounts. Both overconfidence bias and financial 

literacy also show significant, though comparatively smaller, influence. These findings 

challenge the conventional narrative that financial knowledge alone is sufficient for 

responsible financial behavior, suggesting that within this sample, anchoring bias is more 

strongly associated with digital lending decisions than financial literacy. The study 

concludes by encouraging a paradigm shift in consumer protection and financial 

education, recommending targeted programs that prioritise psychological awareness and 

behavioral interventions to mitigate biases, and to promote a holistic approach to 

financial well-being. 
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