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Financial Literacy in the Age of Artificial 
Intelligence: Opportunities and Limitations 

Dr. Jayasree. Venkitachalam,  
Principal Sree Narayana Guru College of Commerce, Chembur, Mumbai 

Abstract 

This paper examines how AI is remodelling financial literacy, what this means 

for individual decision-making capacity, financial inclusion, education, economic 

behaviour and the challenges that spring from all this will be faced. We posit that 

financial literacy is fundamentally essential to an AI-driven financial ecosystem so as 

both maximise its utility (and minimize risks) today. This paper conducts an in-depth 

review of recent literature to suggest a conceptual framework for analysing the 

relationship between financial literacy and AI, and sets policy, educational and research 

targets for future research direction.  
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Introduction  

 Financial knowledge and skill have become the most critical assets, and in that 

regard, Financial Literacy is one of the most needed competencies. As financial markets 

and products become increasingly sophisticated for the present, financial literacy is 

understood as a fundamental life skill which is vital to economic well-being and 

sustainable personal financial management among people (IARJSET). At the same time, 

Artificial Intelligence (AI)—the automation of human intelligence processes by 

machines—is quickly penetrating the financial industry, revolutionizing services from 

banking to investment advice to budgeting applications, risk management, and fraud 

detection. AI enabled tools like robo-advisors, predictive analytics, and personalized 

financial assistants have taken financial information and services accessible to the masses 

to that point that were once reserved for professionals. Yet the introduction of 

sophisticated AI into financial ecosystems prompts the new challenge:  

• Does AI enhance or replace financial literacy?  

•  How does Artificial Intelligence impact the financial decision-making process of 

individuals?  

• What is the role of human financial literacy in conversational financial interaction 

with AI systems?  

This paper systematically reviews relevant empirical research, theoretical frameworks and 

policy discussions on the connection of financial literacy and AI to answer these 

questions.  

Literature Review 

Historical Background: 

• Financial Education Prior to the AI Revolution: Financial literacy Research prior 

to the onset of AI, prior research aimed at enhancing people’s basic level of financial 

literacy – such as education, public policy, and community development. Lusardi and 

Mitchell’s milestone research shows that the level of financial literacy is a strong 

determinant of financial health and well-being at the individual level as measured by 

saving behavior and management of debt (not to mention among diverse populations 

in order to lead to better financial success). While it predates some very convenient 

AI tools, this paper highlights the fundamental relevance of an intelligent 

understanding of our finances for navigation around finance and debt.  

• AI and Digital learning platforms, which include the Internet of Things (IoT), 

Artificial Intelligence (AI) and financial education are driving more education for the 

world than ever before; they're disrupting education as we know it. Artificial 

intelligence enabled platforms offer tailored learning experiences customized to learn 

with changing user behavior, preferences, knowledge gaps or learning styles. 

Personalized education programs have demonstrated a potential to potentially 

improve the level of financial literacy compared to static content for diverse 

categories of users or for different user groups with various baseline levels of 

information (Granthaalayah Publication).  
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AI tools such as robo-advisors, chatbots, and 

financial coaching apps—using machine learning 

and natural-language processing—can distill 

complex finance information into tailored 

counsel. These are powered by on-demand 

financial data combined with behavioral insights 

to empower users with real-time insights on 

budgeting, investment strategies, debt 

management, and risk assessment, showing a 

transformative potential for financial literacy 

delivery.  

• AI and Behavioral Finance The studies show 

that AI alone does not promise to have positive 

financial outcomes; users need to read AI 

guidance in the context of their existing financial 

literacy and risk perception. A 2025 study found 

that the influence of AI on investment outcomes 

is highly moderated by financial literacy and risk 

perception of AI tools, but remains mediated by 

both measures. People with greater financial 

literacy utilized AI tools better, thus improving 

their investment and making them more 

intelligent. These findings have been extended to 

those with minimal financial literacy who 

participated in uninformed decisions despite the 

utilization of advanced AI tools, suggesting that 

financial literacy mediates AI adoption outcomes 

(AJEAF).  

• AI in Banking and Financial Services  

• Within Banking, Artificial Intelligence (AI) 

integrated into customer interfaces has changed 

customers' interactions with finance-related 

information. According to a 2024 study 

investigating mobile app and branch interactions, 

AI-based apps and services facilitated 

significantly higher user financial literacy scores 

among younger users compared to in-store 

banking in older years. The results showed users 

who were comfortable with technology liked the 

interactive interface and a custom teaching 

program was the most effective to the age and 

tech skillset of the students using AI, however 

effectiveness with respect to the age and tech 

knowledge, it was more effective the age group 

of respondents (Nepal Journals Online) as 

compared with the age and knowledge. 

• Predictive AI and Financial Culture  

Research is emerging to examine how AI may be 

capable of predicting even the financial culture of 

populations by examining massive datasets on 

people's spending, saving and borrowing 

behaviors. This predictive analysis has helped to 

pinpoint communities with lower financial 

literacy levels in order to guide policy and 

educational actions. This marks a move away 

from traditional surveys and self-reporting, 

towards an empirical analysis of financial culture 

and literacy trends (JMBE).  

Conceptual Partnership 

Rather than standing in for financial literacy, AI will 

in fact amplify it and make financial education more 

inclusive. We suggest that we position AI as a partner 

at the financial literacy table that:  

a), Improves delivery; AI provides flexible, 

individualized experience of financial education 

where learning paths are adapted based on user 

behaviors, understanding, and financial objectives.  

b) Decision Support: AI systems can simulate 

financial scenarios, provide custom budgets, and 

present personalized investment strategies, all of this 

being reliant on whether or not the user is able to 

interpret and execute insights.  

c) Accessibility Gap Bridging: AI technologies take 

financial literacy and education across the board, 

decreasing expenses, raising access, and providing 

multilingual interfaces. But access does not 

automatically lead to good understanding without 

basic literacy skills. AI as empowering tool and risk 

amplifier The AI solutions offer empowered financial 

tools for users to help them in making educated 

decisions. However overreliance on AI without 

financial literacy could come with risks such as: Blind 

faith in algorithmic suggestions without realizing their 

assumptions or what their risks are.  

It is possible that a failure to grasp basic financial 

concepts can cause the interpretation of outcomes. 

Algorithmic biases that can spread—or exacerbate—

financial inequality. For example, in a recent news 

report it was reported that over half of UK adults now 

use AI services for financial guidance, but users 

voiced concerns about accuracy and data privacy, 

highlighting the importance of sound judgment and a 

sense of learning to critically evaluate the output of 

artificial intelligence (The Times). 

AI’s Impact on Essential Financial Literacy 

Elements  

• Budgeting and Financial Planning : 

AI budgeting apps monitor spending and forecast 

expenses as well as uncover savings 

opportunities. Personalized suggestions can help 

users refine their budgeting skills, but you need 

an essential base level of literacy in order to 

make sense of those long-term financial 

implications.  

• Investment Information and Risk 

Management: 

Robo-advisors and risk prediction capabilities 

provide automated investment advice. Financial 

Literacy users are better equipped to identify risk 

levels for investment horizons, risk profiles, 

diversification strategies, etc. to make risk-aware 

decision-making, as they will have more insight 

into riskier behavior, they invest more widely.  

• Credit and Debt Management  

AI-provided credit scoring models and 

monitoring financial health can help people 

evaluate their own creditworthiness and the risks 

of debt. Financial literacy means that users have 

the knowledge to critically review credit terms, 

interest rates which AI tools recommend as well 

as repayment schedules. 

• Fraud Awareness and Security : 

AI systems improve fraud detection and security. 

Nonetheless, digital and financial literacy is 

necessary for the user when dealing with such 

threats, preventing scams, protecting personal 

https://ewbr.us/
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information and comprehending security alerts 

raised by AI systems.  

Challenges at the Intersection of AI and Financial 

Literacy  

• Digital Divide and Literacy Gaps 

AI tools presume digital literacy. Filling this gap 

could lead groups with poor internet access or 

lack of digital skills being left out, deepening 

financial inequality. Previous studies have 

highlighted that in today’s world digital literacy 

has become entangled with financial literacy, and 

the two must be integrated in education (MDPI).  

• Trust, Accuracy, and Accountability  

AI to be personalized in advice is generating a 

great amount of risk of having to deal with trust 

and accountability issues. A low financial literacy 

may lead to misunderstanding for users to 

differentiate reliable from incorrect guidance, 

inviting dependency, spreading misinformation.  

• Ethical and Regulatory Concerns 

Privacy and transparency around data privacy, 

and algorithms, are still controversial issues. 

Ethical implementation of AI means users should 

have sufficient literacy to understand the 

implications of data usage and consent.  

Policy and Educational Implications  

• Integrated Education Curricula 

Financial education must combine with AI 

education. Educating individuals on how AI 

works, their bounds and on how to interpret AI-

generated insights reinforces financial decision-

making.  

• Public–Private Partnerships 

Governments, educators, and fintech innovators 

should work together to create accessible AI tools 

that come with embedded learning content, to 

help inform not only what to do for financial 

decisions but why financial decisions matter.  

• Lifelong Learning Models 

Financial literacy is not static, and AI 

technologies must be followed up with ongoing 

learning. Education platforms should provide 

adaptive AI tools which inform users about new 

products, uncertainties, and prospects.  

Conclusion  

The world of finance is experiencing an 

unprecedented transformation brought about by 

Artificial Intelligence. As AI has allowed personalized 

financial advice, increased access, and improved 

decision-making, it also reaffirms the need for 

financial literacy. Financial literacy equips people to 

interpret, challenge and implement AI insights 

responsibly as well as the AI-powered insights in a 

responsible manner. The economic impact of AI tools 

on us — when we do not possess basic financial 

literacy: without it we will remain unused or 

misguidedly influenced by AI tools, and make 

decisions that are less or risk suboptimal decisions or 

have us more vulnerable. AI and financial literacy 

should not be perceived as mutually exclusive, but 

rather to be viewed as supporting pillars of financial 

inclusion and empowerment of financial inclusion and 

empowerment in tandem.  
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