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THE ROLE OF FOMO (Fear of Missing Out) IN MAKING FINANCIAL DECISIONS 

ABSTRACT

In the digital age, the phenomenon of Fear of Missing Out (FOMO) has emerged as a 

significant psychological driver influencing financial decision-making. This research aims to 

explore the impact of FOMO on investment Behaviours, particularly its role in driving 

impulsive or irrational financial choices. The study has three primary objectives: (1) to examine 

how FOMO affects risk-taking in financial investments, (2) to analyse the influence of social 

media and online communities on the perception of investment opportunities, and (3) to assess 

how demographic factors moderate the relationship between FOMO and financial decision-

making. Data will be collected through surveys of diverse investors, analysis of social media 

trends, and in-depth interviews to provide both quantitative and qualitative insights. The 

research plan includes a comprehensive literature review, survey administration, qualitative 

interviews, and data analysis using both statistical and thematic methods. Expected outcomes 

include insights into the extent of FOMO's influence on financial decisions, contributing to the 

development of strategies for mitigating its negative effects on investment Behaviour. This 

study integrates psychological and financial perspectives to provide a nuanced understanding 

of the factors driving financial decision-making, with implications for financial education, 

policy-making, and individual investment strategies. 

Key Words: Fear of Missing Out (FOMO), Financial Decision-Making, Behavioural Finance, 

Social Media Influence, Investor Psychology 
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1. INTRODUCTION

In today's hyper-connected world, where social media platforms dominate our communication 

and interactions, the phenomenon of Fear of Missing Out (FOMO) has taken on unprecedented 

significance. This term, which encompasses the pervasive anxiety that arises from the belief 

that others are enjoying rewarding experiences while one is excluded, is particularly relevant 

in the context of financial decision-making. FOMO is not merely a fleeting emotion; it is a 

psychological driver that significantly impacts the choices individuals make regarding their 

finances, leading to Behaviours that may not align with their long-term financial goals. 

The advent of social media has transformed the landscape of personal finance, enabling users 

to compare their financial decisions and lifestyles with those of others constantly. Platforms 

like Instagram, TikTok, and Facebook showcase curated representations of wealth, success, 

and exclusive experiences, creating an environment ripe for FOMO to flourish (Przybylski et 

al., 2013). As individuals navigate this digital space, the psychological need to belong and the 

desire to keep up with perceived social standards often result in impulsive financial Behaviours, 

including overspending, debt accumulation, and risky investments. 

FOMO's impact on financial Behaviour is significant and far-reaching. As it influences 

personal spending habits and investment decisions, it can lead to detrimental financial 

outcomes and increased economic vulnerability. The interplay between FOMO and financial 

decision-making extends beyond individual choices, influencing consumer Behaviour on a 

broader scale, contributing to market dynamics, and even impacting economic stability. 

Understanding FOMO's role in financial decisions is critical for individuals, policymakers, and 

financial educators as they seek to navigate the complexities of modern financial landscapes. 
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2. LITERATURE REVIEW  

2.1 Understanding FOMO: Definition and Determinants 

Definition of FOMO 

FOMO is a psychological phenomenon characterized by anxiety and apprehension regarding 

the possibility of missing out on rewarding experiences that others are perceived to be enjoying 

(Przybylski et al., 2013). This term has gained traction in the digital age, where individuals are 

constantly bombarded with images, stories, and updates from their social networks. The fear 

of missing out can lead to feelings of inadequacy, social comparison, and ultimately influence 

financial Behaviours that prioritize short-term gratification over long-term stability. 

FOMO can manifest in various ways, particularly in the context of financial decisions. For 

example, individuals may feel compelled to make impulsive purchases to keep up with their 

peers, invest in trending assets due to the fear of missing potential gains, or accumulate debt to 

fund experiences they believe will enhance their social standing. This emotional response to 

perceived social exclusion can lead to a cycle of impulsivity and regret, making it challenging 

for individuals to adhere to their financial goals and responsibilities. 

Human contact, communication, and decision-making processes have been drastically changed 

by the digital age. The explosion of social media sites—Facebook, Instagram, Twitter, and 

more lately, TikHub and Reddit—has given people an unheard-of capacity to remain 

continuously linked to others, view real-time updates on their activity, and compare their 

experiences. These platforms have started new psychological phenomena even when they have 

improved worldwide connectedness and democratized knowledge sharing. Among these, the 

most ubiquitous and powerful one is Fear of Missing Out (FOMO). FOMO is thus not just a 

social but also a financial phenomenon that shapes people's interaction with investment 

possibilities, risk assessment, and view of peer Behaviour in the financial market. Often 
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highlighted in online groups, the frequent exposure to others' financial success can cause 

emotions of inadequacy or guilt that drives people to make quick, high-risk investment 

decisions in an attempt to "catch up." 

Determinants of FOMO in Financial Decision-Making 

FOMO (Fear of Missing Out) is influenced by a multitude of factors that can be categorized 

into three main areas: social media influence, psychological factors, and cultural influences. 

Each of these determinants plays a crucial role in how FOMO manifests and affects individuals’ 

financial choices. 

Social media platforms have fundamentally transformed how individuals interact and 

perceive their lives, leading to heightened feelings of FOMO. The mechanisms through 

which social media affects financial decision-making include curated lifestyles, peer pressure, 

and the role of social validation. Social media is rife with carefully curated images and idealized 

lifestyles that can lead individuals to feel inadequate or envious. Studies have shown that 

exposure to these idealized representations of life on platforms like Instagram and Facebook 

can trigger FOMO and drive impulsive financial decisions. For instance, a study by Appel et 

al. (2016) revealed that social media users often compare their lives to those portrayed online, 

leading to feelings of inadequacy and a desire to "keep up" financially. An illustrative example 

of this is the trend of luxury travel influencers showcasing exotic destinations, which can create 

pressure for others to spend beyond their means to replicate these experiences, even if it strains 

their financial situation. 

The phenomenon of peer pressure is amplified in the digital age. Social media fosters a 

sense of belonging, and the fear of being left out of social circles can lead to FOMO-driven 

financial decisions. Dhir et al. (2018) highlighted that social comparison and peer influence are 
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significant factors in driving impulse buying Behaviours among young adults. The desire to 

conform to social norms can prompt individuals to make financial choices that they might 

otherwise avoid. For example, a young adult may feel compelled to purchase the latest 

smartphone or fashion item after seeing friends showcase their acquisitions online, leading to 

unnecessary debt and financial strain. 

The quest for social validation further complicates financial decision-making. Many 

individuals seek approval or recognition from peers, which can drive them to engage in FOMO 

Behaviours. Research by Buglass et al. (2017) indicates that individuals often seek validation 

through their purchasing decisions, influenced by what their peers are buying. This need for 

approval can lead to impulsive financial Behaviours as individuals attempt to present an image 

of success. For instance, a consumer might feel compelled to join a new investment trend, such 

as cryptocurrency, not out of genuine understanding but rather to gain social approval from 

their online community. 

Beyond social media influences, psychological factors also play a significant role in 

FOMO. Insecurity and low self-esteem are closely linked to FOMO, impacting how 

individuals approach financial decisions. Brown and Kasser (2020) found that individuals with 

lower self-esteem are more susceptible to FOMO, leading them to make impulsive purchases 

in an attempt to boost their self-worth. This Behaviour can result in cyclical patterns of debt 

and financial stress, as individuals overspend to feel accepted in their social circles. Anxiety 

and emotional well-being further exacerbate FOMO; studies have shown that heightened 

anxiety can lead individuals to engage in quick financial decisions to alleviate discomfort 

(Franchina et al., 2018). During times of economic uncertainty, for instance, individuals might 

rush into investment opportunities, driven by fear of missing potential gains, rather than 

conducting thorough research. 
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The concept of cognitive dissonance also plays a critical role in FOMO-driven financial 

Behaviours. Cognitive dissonance theory posits that individuals experience discomfort when 

their beliefs and Behaviours are inconsistent. FOMO can create such dissonance, leading to 

impulsive financial decisions as individuals attempt to resolve the conflict. Hodkinson (2019) 

notes that when individuals perceive a gap between their financial goals and their current 

spending Behaviours, they may engage in FOMO-driven purchases to align their actions with 

their desires, despite being aware of the long-term implications. For example, an individual 

saving for a home might splurge on an expensive vacation after seeing friends post about their 

travels, justifying the expense as a "reward." 

Cultural influences also significantly shape the experience and impact of FOMO. Cultural 

context plays a crucial role in how FOMO manifests; in collectivist societies, where group 

harmony is prioritized, FOMO may arise from a desire to maintain social ties. Conversely, in 

individualistic societies, FOMO is often more closely tied to personal achievement and status. 

Research by Rauch and Schleicher (2021) examined how collectivist cultures might experience 

FOMO within the context of social cohesion and belonging, while individualistic cultures may 

experience it in terms of personal success and competition. For instance, individuals in 

collectivist societies may spend money to participate in group activities or celebrations to avoid 

being ostracized, whereas those in individualistic cultures may focus more on personal 

financial gains and status symbols. 

The rise of consumer culture has also amplified FOMO, as individuals are inundated with 

messages equating material possessions with success and happiness. Garrett (2022) 

discusses how materialistic values can drive FOMO, prompting individuals to prioritize short-

term financial gains over long-term security. This cultural shift can result in impulsive spending 

Behaviours, particularly during promotional events like Black Friday, where consumers 
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experience heightened FOMO, leading them to purchase items they do not need simply because 

they fear missing out on discounts or deals. 

Finally, economic influences play a significant role in shaping FOMO and financial 

decision-making. Market volatility, for instance, can amplify feelings of FOMO, especially in 

investment decisions. The recent boom in speculative assets, such as cryptocurrencies and 

meme stocks, illustrates how economic instability can trigger FOMO among investors. Bartos 

and Grinblatt (2021) highlight that during periods of rapid price increases, individuals may feel 

compelled to invest quickly, fearing they will miss out on potential gains. A notable example 

of this phenomenon occurred in 2021 when the cryptocurrency market witnessed significant 

FOMO-driven Behaviour, with many retail investors entering the market during price surges 

without adequate research, often leading to financial losses when the market corrected. 

Economic inequality further complicates the experience of FOMO. Individuals in lower-

income brackets may experience FOMO more acutely due to limited access to financial 

resources. Economic inequality can exacerbate feelings of inadequacy and the desire to engage 

in FOMO-driven Behaviours, as individuals attempt to project an image of financial stability 

(Shiller, 2017). For instance, individuals from lower-income backgrounds might resort to high-

interest loans or credit card debt to finance lifestyle choices portrayed on social media, hoping 

to maintain a semblance of success, which can lead to financial distress. 

In summary, the interplay of social media influence, psychological factors, cultural contexts, 

and economic conditions collectively shapes the experience of FOMO, significantly impacting 

individuals' financial decision-making. Understanding these determinants is essential for 

developing strategies to mitigate FOMO and promote healthier financial Behaviours. 
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2.2 Background Information and Evolution of FOMO 

Social psychology's beginnings of FOMO: 

Although the phrase "Fear of Missing Out" (FOMO) was first used in the early 2000s, its 

conceptual roots are in far earlier psychological theories, mainly those concerning social 

comparison and human Behaviour. Leon Festinger's Social Comparison Theory (1954) is one 

of the fundamental ideas linked to the evolution of FOMO since it holds that people have an 

intrinsic need to assess their thoughts and talents by means of comparison to others. In settings 

where social conventions, status, and achievement are clear and open for comparison, this urge 

for self-evaluation gets more intense. 

Festinger claims that people do social comparison mostly for two purposes: to learn where they 

stand in relation to others and to ease confusion about their skills or views. Historically, this 

process of social comparison took place inside somewhat small social circles—friends, 

relatives, and colleagues. But as mainstream media and then social media have grown, people 

now have access to a worldwide range of comparisons, which lets them evaluate themselves 

against a far more vast pool of people. 

Social Comparison Theory clarifies the reasons behind FOMO's rather common occurrence in 

contemporary culture. People who continually view the well manicured lives of others on social 

media are subjected to a selective view of success, happiness, and accomplishment. This makes 

people feel as though they are continuously losing out on something more interesting or 

fulfilling. Social media has accelerated the fundamental human inclination to compare by 

raising the awareness of other people's life, therefore fostering FOMO. 

Early in the 2000s, as sites like Facebook and Instagram grew in popularity, scientists started 

looking at how real-time sharing of events can affect personal well-being. Research by 
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Przybylski et al. (2013) found FOMO as a condition of emotional discomfort brought on by 

the notion that others might be experiencing something nice or gratifying while the person is 

missing. Being left out can lead to anxiety, discontent, and a want to keep informed and, ideally, 

participate in these fulfilling events by means of a connection to the digital world. 

Moreover, FOMO covers work accomplishments, financial success, and personal benchmarks 

in addition to missing out on social events. The emergence of influencer culture on sites like 

Instagram has simply sharpened these comparisons. Images and tales of people apparently 

leading more successful, glitzy, or monetarily rich lives abound on users' screens. People's 

anxiety of being left behind increases as they relate their life to these well chosen images. 

FOMO is becoming a common problem in modern society thanks to this emotional and 

psychological reaction, which influences not only social Behaviour but also more general life 

choices including financial ones. 

From social comparison in intimate life to public, online comparisons, the change in 

perspective on success and contentment has been rather profound. Unlike in past times when 

people mostly measured themselves against those in their immediate surroundings, today's 

comparisons are worldwide, instantaneous, and frequently illogical. Here is where financial 

decision-making and psychological foundations of FOMO cross. Constant exposure to success 

stories—be it a friend's extravagant trip or someone earning from a bitcoin boom—causes an 

overpowering need to engage in similar events, which drives people to act impulsively, high-

risk wise. 

FOMO: Consumer Behaviour and Marketing: 

Marketers rapidly saw FOMO's potential as a potent incentive in consumer Behaviour as digital 

communication technology and social media changed how individuals connect and evaluate 

themselves against others. Long before it was formally called, FOMO was used in marketing 



14 

campaigns; but, as the idea became more well-known in the early 2000s, companies started 

clearly using this emotional trigger to increase sales, increase interaction, and build consumer 

urgency. 

In terms of consumer Behaviour, FOMO usually shows itself as the fear of missing out on 

goods, services, or experiences seen to be either highly sought for or rare in availability. 

Consumers hurry to buy goods they think they won't have an opportunity to get later, which 

results in impulsive buying habits from this psychological condition. Limited-time deals, 

exclusive releases, and flash sales are among marketing techniques meant to appeal to 

consumers' FOMO, therefore inspiring fast judgments to prevent missing out. 

Research on the influence of emotions on decision-making by Harmon-Jones et al. (2009) 

shown that negative emotions such as dread or worry can greatly propel impulsive actions. In 

the context of marketing, the anxiety brought on by FOMO sometimes leads people to make 

hasty decisions, including purchases of goods without careful thought or following trends 

before completely grasping them. This Behaviour is especially common in the era of social 

media since companies can target people with tailored ads that appeal to their particular wants 

and worries. For instance, a user perusing Instagram could come across an advertisement for a 

limited-edition event or unique product likely to sell out, which would inspire fast action to 

prevent feeling behind-edge. 

Retail brands have historically pushed purchases via FOMO. Strategies like "only a few left in 

stock" or "last chance to buy" take use of the desire to act before chances vanish. The success 

of e-commerce sites such as Amazon, which constantly displays consumers how many things 

are left or how soon they could take advantage of a given deal, emphasizes even more how 

FOMO influences consumer decisions. In a digital buying environment when consumers have 
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access to apparently limitless options, establishing scarcity or exclusivity can inspire even the 

most reluctant consumers to act fast. 

Particularly luxury companies have become experts in leveraging FOMO into their marketing 

plans. FOMO among buyers, who believe they are not only purchasing a product but also 

obtaining a status symbol, is driven by limited-edition products, exclusive partnerships, and 

"drops—where items are released in small quantities at erratic times." Consumer psychology 

studies reveal that the desire to belong to an elite club or to demonstrate others success and 

riches drives status-driven purchases most of the times. Particularly among younger customers 

who value events and items that reflect status among their peer groups, the fear of losing out 

on these possibilities becomes a major incentive for purchase decisions. 

Tech firms and digital services have also made use of FOMO, especially in the early adoption 

stage of new introductions. For the introduction of new products, Apple's marketing campaigns, 

for instance, frequently create a feeling of urgency and exclusiveness. Fear of not having the 

newest technology drives consumers; thus, they feel that joining the first set of adopters will 

provide them social status and reputation. The phenomena of lengthy queues forming outside 

Apple stores before to the introduction of new iPhones or the fast sell-off of pre-orders for new 

gaming consoles reveals how successfully businesses leverage FOMO to generate demand. 

FOMO's impact on consumer Behaviour prepared the basis for its function in the financial 

sphere. Investors feeling FOMO might hurry to purchase into stocks, cryptocurrencies, or other 

assets they think will surge in value without them, same as consumers rush to acquire a limited-

edition commodity. The emotional causes in both situations are shockingly similar, and 

marketers' exploitation of FOMO has helped to clarify its influence in the realm of finance. In 

both situations, people are deciding based more on emotional reactions to perceived shortage 

and the need to avoid regret than on logical assessment of the possible advantages and hazards. 
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Since FOMO functions on the same psychological ideas observed in consumer Behaviour, this 

lays the groundwork for knowledge of how it affects financial Behaviour. The next natural 

progression in the evolution of FOMO was its inclusion into financial decision-making, where 

the fear of missing out on profitable prospects usually results in dangerous investments and 

hasty financial judgments. Particularly in the era of social media and influencer marketing, 

where success is sometimes judged in terms of both money gains and lifestyle choices, the line 

separating consumer from financial decisions is progressively blurring. 

Therefore, early development of FOMO in marketing and consumer Behaviour is a necessary 

prelude to its present function in the financial sector, where people are impacted by the same 

emotional triggers, but with much bigger stakes. The emotional reasons underlying FOMO in 

finance match those observed in consumer Behaviour as the financial markets becoming more 

influenced by social media and online communities, therefore stressing the need of a better 

knowledge of how FOMO affects decision-making in both spheres. 

2.3 Historical Foundations of FOMO in Behavioural Contexts 

The concept of Fear of Missing Out (FOMO) has historical roots that predate its digital-age 

manifestation. Historically, the fear of exclusion or missing out on critical information was 

often tied to survival instincts. Early human societies thrived on collective participation, where 

missing a social gathering could mean missing vital survival cues (Baumeister & Leary, 1995). 

This fear of exclusion ensured group cohesion and survival, embedding FOMO as a 

psychological mechanism for social alignment. 

Festinger’s Social Comparison Theory (1954) remains a cornerstone in understanding FOMO’s 

Behavioural implications. This theory posits that individuals assess their own abilities and 
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opinions through comparison with others, a mechanism deeply intertwined with FOMO. In 

financial contexts, this social comparison intensifies with visible markers of success, such as 

luxury purchases, exclusive experiences, or lucrative investments, showcased on social media 

platforms. The tendency to measure one’s financial achievements against peers reinforces 

impulsive Behaviours driven by the need to "catch up." 

The advent of mass media in the 20th century amplified FOMO’s psychological impact. 

Advertising campaigns in the mid-1900s capitalized on the fear of being left out, using slogans 

like "Don’t miss out!" to drive consumer engagement (Hodkinson, 2019). This strategy not 

only heightened consumerism but also normalized FOMO as an emotional trigger in marketing. 

This historical evolution set the stage for today’s digital platforms, where social proof, curated 

success stories, and influencer-driven content accelerate FOMO-driven Behaviours. 

 

2.4 Psychological Underpinnings of FOMO 

At its core, FOMO is deeply rooted in psychological constructs like self-determination theory 

and cognitive dissonance. Self-determination theory (Deci & Ryan, 1985) emphasizes the 

human need for competence, autonomy, and relatedness. FOMO disrupts this balance, 

particularly in financial decisions where individuals feel pressured to conform to perceived 

social norms, often at the expense of autonomy. For example, an individual might invest in a 

trending cryptocurrency not because they understand its fundamentals but to align with their 

social circle’s actions. 

Cognitive dissonance theory further explains the discomfort individuals experience when their 

actions conflict with their long-term financial goals (Festinger, 1957). For instance, an investor 

aware of the risks of cryptocurrency might still invest impulsively, driven by FOMO, to resolve 

the tension between rationality and the fear of being left behind. This interplay highlights the 
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role of emotional drivers in financial decision-making, contrasting the rational models 

proposed by traditional economics. The resolution of this dissonance often leads to 

rationalizations that justify impulsive Behaviours, reinforcing the cycle of FOMO. 

 

2.5 Behavioural Finance Theories and Fear of Missing Out (FOMO) 

The conventional viewpoint in finance, which is exemplified by the Efficient Market 

Hypothesis (EMH) developed by Fama (1970), presupposes that markets are efficient and that 

investors are rational agents who make decisions based on all of the information that is 

accessible to them. According to this idea, the prices of assets are a reflection of their inherent 

value, and any mispricings that occur in the market are promptly corrected by arbitrageurs who 

apply rational thought. On the other hand, this paradigm has been called into question by 

Behavioural finance, which came into existence in the latter half of the 20th century as a result 

of the research conducted by academics such as Kahneman and Tversky (1979). The field of 

Behavioural finance contends that psychological factors, emotions, and cognitive biases have 

a considerable impact on the decision-making processes of investors, which frequently results 

in investors acting in an irrational manner. This paradigm change in financial theory is essential 

to comprehending the function of fear of missing out (FOMO) in the process of making 

financial decisions. 

One way to look at fear of missing out (FOMO) is as a direct result of the psychological 

mechanisms that have been uncovered in Behavioural finance. It is characterized by cognitive 

and emotional biases that cause individuals to stray from the rational actor model. One example 

is the prospect theory, which was developed by Kahneman and Tversky. This theory proposes 

that people are more sensitive to losses than they are to benefits, which is a form of prejudice 
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known as loss aversion. In this context, fear of missing out (FOMO) can be regarded as a sort 

of anticipated regret. This occurs when investors are more concerned about the regret they 

might feel if they lose out on a profitable opportunity than they are about the potential dangers 

that are linked with a particular investment. 

On top of that, the ideas of overconfidence and optimism bias are directly connected to the fear 

of missing out (FOMO). According to Odean (1998), Behavioural finance demonstrates that 

investors frequently have an inflated perception of their own knowledge and capabilities. The 

combination of this overconfidence and the optimism bias, which is the inclination to assume 

that positive events are more likely to occur than negative ones, can cause investors to act on 

fear of missing out (FOMO) by entering markets at times when it is not a good time to do so. 

As a result of these cognitive biases, investors are led to feel that they are able to properly time 

the market, despite the inherent risks that are there. 

The disposition effect is another Behavioural finance theory that is related to fear of missing 

out (FOMO). This effect describes the tendency of investors to sell assets that have gained 

value too rapidly while holding on to assets that have lost value for too long (Shefrin & 

Statman, 1985). Those who are suffering fear of missing out (FOMO) may not only buy stocks 

late in a rally, but they may also sell their investments early in order to lock in gains, because 

they are afraid that the chance may soon disappear. The significance of this lies in the fact that 

it is especially pertinent in markets that move quickly, such as meme stocks or 

cryptocurrencies, where rapid price movements can cause panic and impulsive judgments. 

Heuristics, often known as mental shortcuts, take part in the way that fear of missing out 

(FOMO) influences financial decisions. Heuristics are utilized by investors, particularly those 

who lack prior experience, in order to make sense of the financial markets, which are 

notoriously complex. On the other hand, these heuristics can result in biases that in turn cause 
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their judgments to be distorted. The availability bias is one of the most important heuristics 

associated with fear of missing out (FOMO). This bias occurs when investors assign a 

disproportionate amount of weight to information that is readily available or often discussed. 

For example, popular topics on social media or sensational success stories regarding 

investments are examples of this type of information. Due to the fact that individuals may read 

a flood of positive articles about a stock or asset and come to the conclusion that they must buy 

before it is too late, despite the absence of deeper study, these shortcuts create a climate that is 

conducive to the growth of fear of missing out (FOMO). 

Additionally, behavioural finance gives light on the ways in which social factors enhance fear 

of missing out (FOMO). The desire to mimic the activities of others in order to obtain approval 

or minimise ambiguity is referred to as social proof. This tendency plays a crucial role in 

financial markets, which are characterised by high levels of information asymmetry and 

uncertainty. When a big number of people, particularly those in their peer group, are making a 

specific investment, an investor may feel tempted to follow suit, driven by the fear of being left 

behind. This is especially true when the investor observes that the group is making the 

investment. This anxiety, which is exacerbated by the psychological biases that were discussed 

before, can result in irrational decision-making and market inefficiencies, such as bubbles and 

collapses. 

The fear of missing out (FOMO) is strongly ingrained in the idea of Behavioural finance. Loss 

aversion, overconfidence, availability bias, and social proof are some of the emotional and 

cognitive biases that have been found by Behavioural finance experts. These biases create an 

environment that is conducive to the influence of fear of missing out (FOMO) on financial 

decision-making. Behavioural finance, in contrast to the standard rational actor model, offers 

a more complex view of the reasons why investors may make decisions that appear to be 
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illogical. These decisions are driven by emotions and the desire to avoid missing out on chances 

that could potentially be profitable. 

Herd Behaviour and Fear of Missing Out (FOMO) in Financial Markets: 

 Herd Behaviour is one of the most famous approaches to Behavioural finance that is associated 

with FOMO. When individuals imitate the actions of a bigger group, this phenomenon is known 

as herding. Herding is most commonly observed in financial markets, where there is a high 

level of uncertainty and individuals assume that others have superior information. It is very 

common for this phenomena to occur in speculative bubbles, which are situations in which the 

collective actions of speculators drive asset prices to levels that are far higher than their true 

value. Due to the fact that it leads to the amplification of illogical decisions, herd Behaviour is 

particularly harmful. This is because it frequently results in severe market volatility and, finally, 

market corrections or collapses. 

Shiller (2000) and Bikhchandani et al. (1992) were among the pioneers in the field of financial 

markets when it came to discussing the phenomenon of herd Behaviour among investors. It is 

their contention that individuals frequently make judgments regarding investments not on the 

basis of their own examination of fundamentals but rather on the basis of witnessing the actions 

of other people. This is especially true in situations when there is a lack of accurate information 

and potential investors are unclear about the value of the assets they are investing in. In these 

kinds of circumstances, fear of missing out (FOMO) serves as a potent motivator, leading 

individuals to follow the herd in the mistaken notion that they will miss out on earnings if they 

do not take action shortly. 

Herd Behaviour has become more prevalent in modern financial markets as a result of the 

proliferation of social media and online investment forums. This phenomenon is especially 

prevalent in speculative and volatile markets such as meme stocks and cryptocurrency. There 



22 

is a sort of digital herding that has occurred as a result of the creation of echo chambers on 

platforms such as Twitter and Reddit's r/WallStreetBets. These platforms have led to the rapid 

dissemination of investment ideas. As a result of fear of missing out (FOMO), investors, 

particularly retail traders, feel forced to follow the trend when they observe other people 

making money from particular assets. throughout the growth of Bitcoin in 2017, massive media 

coverage and social media posts about overnight millionaires caused a frenzy of buying driven 

by fear of missing out (FOMO) (Shiller, 2019). This was particularly obvious throughout the 

time period. 

Another good example of herd Behaviour induced by fear of missing out (FOMO) is the stock 

rise that GameStop saw in the beginning of 2021. As retail investors on Reddit started 

purchasing GameStop shares, which drove the price to astronomical levels, many other 

investors followed suit. These investors were motivated not by a grasp of the fundamentals of 

the company, but rather by fear of missing out (FOMO). The story of missing out on huge 

returns, which was enhanced by social media, encouraged many investors to flood into the 

company, despite the fact that there were evident concerns and warnings from financial 

analysts. This kind of herding, which is motivated by fear of missing out (FOMO), can generate 

market conditions that are not sustainable, which can result in strong declines and losses for 

those who joined the trend too late. 

The emergence of speculative bubbles is also influenced by herd Behaviour, which is 

exacerbated by fear of missing out (FOMO). In a bubble, the rapid increase in asset prices is 

not driven by the underlying value of the asset; rather, it is driven by the collective assumption 

that prices will continue to climb. This perception prompts additional investors to buy in 

because they are afraid of missing out on the opportunity. It has been suggested by 

Bikhchandani et al. (1992) that herd Behaviour in these circumstances is self-reinforcing. As 
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more investors join the herd, prices rise, and the fear of losing out becomes more intense, which 

attracts even more investors. Eventually, when the bubble collapses, individuals who bought 

in late—driven by fear of missing out (FOMO)—often suffer huge losses. 

The boom and bust cycles that have occurred in the bitcoin market over the past decade serve 

as a vivid illustration of how fear of missing out (FOMO) and herd Behaviour can interact to 

produce market bubbles. A prime example of how fear of missing out (FOMO) can lead to 

irrational exuberance is the spectacular price increase of bitcoin in late 2017, which was 

followed by a sharp drop in 2018. When the market was at its pinnacle, many investors 

purchased into the cryptocurrency because they saw the rapid price increase and heard stories 

of others getting wealthy. However, when the market corrected, many lost huge amounts of 

money for their investment. Herding Behaviour, which was driven by fear of missing out 

(FOMO), caused prices to rise significantly higher than what conventional techniques of 

appraisal would predict. 

 

2.6 Risk Perception and Fear of Missing Out (FOMO) 

 Fear of missing out (FOMO) also has a significant influence in influencing investors' 

perceptions of risk. The conventional theory of finance is based on the assumption that 

investors evaluate risk and return in a reasonable manner, weighing the likelihood of 

prospective gains against the likelihood of experience losses. However, Behavioural finance 

acknowledges that these evaluations can be skewed by emotions and cognitive biases, which 

can cause investors to either underestimate or overestimate the level of risk they are potentially 

exposed to. Because it is an emotional driver, fear of missing out (FOMO) causes people to 
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concentrate more on the potential benefits they might not be able to participate in rather than 

on the dangers they are taking. 

For example, fear, excitement, and regret are all examples of emotional elements that have 

been shown to have a major impact on risk perception, according to research conducted by 

Loewenstein and colleagues in 2001 on the role of emotions in decision-making. Investors who 

are feeling fear of missing out (FOMO) are frequently swept up in the thrill of rising asset 

prices and reports of others having made a profit, which can induce them to minimize or dismiss 

the risks that are involved. These investors are more inclined to make rash choices based on 

short-term rewards, rather than doing full due diligence, and they are more likely to overlook 

the long-term ramifications of their actions. 

When it comes to highly speculative markets such as cryptocurrencies, meme stocks, and initial 

public offerings (IPOs), the impact of fear of missing out (FOMO) on risk perception makes 

itself particularly apparent. The fear of missing out on potentially enormous gains might lead 

investors to take on excessive risk in these markets, where prices can be extremely 

unpredictable. This worry can cause investors to take on excessive risk. As an illustration, with 

the growth of Bitcoin in 2017, a large number of retail investors, motivated by fear of missing 

out (FOMO), poured money into the cryptocurrency despite having a little understanding of 

how it operated or the regulatory issues that were involved. Their perception of risk decreased 

as prices continued to grow, which led them to believe that the asset would only continue to 

appreciate during the duration of the investment. 

Furthermore, fear of missing out (FOMO) can result in a condition known as risk neglect, 

which occurs when investors exclusively concentrate on the prospective benefits of an 

investment while ignoring the potential drawbacks. When it comes to markets that are 

characterized by high volatility, where the potential for both gains and losses is large, this is 
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especially perilous. When investing in such markets, investors who are motivated by fear of 

missing out (FOMO) frequently reject traditional risk management measures, such as 

diversification or hedging, and instead make their investments concentrated in a single product 

or industry. As a consequence of this, these investors are subject to a higher level of downside 

risk, which might result in severe losses in the event that the market has a correction. 

The disposition effect is another manifestation of the link between fear of missing out (FOMO) 

and risk perception. Those who suffer from fear of missing out (FOMO) are more prone to 

keep losing assets for an excessively long period of time. They do this in the hope that the asset 

will recover, and they are afraid of the regret they could experience if they sell at a loss. On the 

other hand, these investors are likely to sell winning investments too soon, driven by the 

concern that they may miss out on short-term rewards if the market goes against them. This 

fear is likely to cause them to sell their winning investments too soon. Because of this 

Behaviour, investors are unable to strike a healthy balance between risk and reward, which 

results in less-than-ideal outcomes for their investments. Furthermore, fear of missing out 

(FOMO) can exacerbate market cycles by altering risk perceptions during times of market 

euphoria as well as panic. Bull markets, in which prices are increasing and investors are 

experiencing fear of missing out (FOMO), frequently result in a reduction in risk perception, 

which in turn leads to speculative bubbles. On the other hand, when prices are falling and 

investors are driven by the fear of losing out on their gains, the perception of risk can become 

exaggerated, which can lead to panic selling and market crashes. Bear markets are more likely 

to occur when prices are falling. Due to the fact that fear of missing out (FOMO) causes 

investors to make decisions based on their feelings rather than reasoning, it affects the rational 

appraisal of risk in both scenarios. 
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To summarize, fear of missing out (FOMO) has a major impact on risk perception, which in 

turn leads investors to take on more risk than they would under reasonable circumstances. 

Behavioural finance frameworks offer an understanding of how emotions such as fear of 

missing out (FOMO) can cause investors to make decisions that are not in their best interests, 

prompting them to neglect traditional risk management measures and engage in herding 

Behaviour. Because of the emotional impulses that are behind fear of missing out (FOMO), 

such as expected regret, overconfidence, and exhilaration, it is a significant force in the 

financial markets, contributing to both bubbles and crashes when it occurs. To develop 

measures to reduce the impact that fear of missing out (FOMO) has on financial decision-

making, it is essential to have a solid understanding of how risk perception is affected by 

FOMO. 

 

2.7 Clarifying FOMO in the Financial Context    

Originally arising in the field of social psychology, FOMO's relevance to finance is growingly 

important. In finance, FOMO is typified by a general anxiety over possible financial advantages 

or rewards from which one is deprived. Under these circumstances, FOMO shows itself in 

impulsive investment decisions as people, motivated by the fear of missing out on possible 

gains, participate in high-risk or speculative activities without sufficiently considering the long-

term effects. 

Przybylski et al. (2013) define FOMO as the need to stay constantly linked with what others 

are doing along with the anxiety one is lacking from others having fulfilling experiences. In 

finance, this urge to be current with the newest market trends, investment possibilities, and 

success stories shows up as Stock choices, bitcoin investments, and other financial enterprises 
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are the center of discussion on social media sites including Reddit (notably its r/WallStreetBets 

forum), Twitter, and YouTube. These sites may show a distorted picture of reality, where the 

most successful traders and investors are emphasized, therefore generating urgency and 

increasing FOMO. 

FOMO among amateur investors has been driven even further by the emergence of retail 

trading platforms such as Robinhood, which give simple access to stock markets and 

cryptocurrencies. These systems not only let users trade with little knowledge of finance but 

also include gamified elements and social media tools, therefore raising the emotional weight 

of financial decisions. Users may get alerts about popular stocks or see the real-time success of 

other investors in their network, therefore increasing their anxiety of losing out on similar 

prospects. 

In speculative markets, like cryptocurrencies and meme stocks, where fast price swings and 

viral success stories abound, this is especially pertinent. For example, between 2017 and 2021 

Bitcoin saw multiple explosive swings in value; FOMO attracted a lot of fresh investors during 

these times. Often driven to join the market at its top only to suffer significant losses when the 

price dropped, investors worried about missing out on the huge gains observed by early 

adopters. Another instance of FOMO-based decision-making is the GameStop stock spike in 

early 2021, fueled mostly by Reddit retail investors. Driven just by the fear of being left out of 

the rewards, many investors jumped into the stock without fully appreciating its hazards as 

tales of instant riches went viral. 

In financial settings, cognitive biases and emotional responses significantly aggravate FOMO. 

Those motivated by FOMO may suffer from recency bias, giving too much weight to recent 

occurrences (such a stock's recent increase in value) without regard to past performance or 

future hazards. They might also exhibit herd mentality, in which case they follow the investing 
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decisions of others instead of acting on their own informed will. FOMO can thus result in 

illogical financial conduct including chasing after assets that have already peaked or 

speculative trading with little thought given risk management or diversification techniques. 

Furthermore, FOMO has psychological impacts beyond personal choices that help to shape 

more general market patterns. Driven by the fear of missing out, FOMO can cause speculative 

bubbles whereby a lot of investors inflate the value of assets much above their natural worth. 

Although early investors could find these bubbles attractive, latecomers typically suffer large 

losses as the market corrects. Examples of how FOMO could spur market-wide irrational 

enthusiasm are the dot-com bubble of the late 1990s and the more recent bitcoin explosion. 

Ultimately, especially in the framework of contemporary, technologically driven markets, 

FOMO has developed from a social phenomena into a major force influencing financial 

decisions. The advent of social media, the availability of trading platforms, and the viral 

character of investing success stories have all enhanced the function of FOMO in finance. As 

this analysis will show, finding solutions to minimize FOMO's harmful effects—both for 

individual investors and the larger market—dependent on an awareness of the psychological 

processes behind FOMO and their influence on financial Behaviour. 

 

2.8 FOMO and how social media shapes financial decisions 

Social media's part in disseminating FOMO: 

In the digital era, social media channels have transformed not only interpersonal connection 

but also information distribution, notably in financial markets, thereby revolutionizing 

communication. Platforms like Twitter, Reddit, YouTube, and TikHub have created venues 

where financial conversations happen quickly and openly, therefore enabling investment ideas 
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to proliferate quicker than they have ever done. Especially by magnifying the Fear of Missing 

Out (FOMO), this hyperconnectivity has had a significant influence on the financial decision-

making process. These days, investors are constantly bombarded with ideas, market analysis, 

success stories, "hot tips," all of which help to generate urgency around particular financial 

assets. 

Studies by Talwar et al. (2019) and Khatri et al. (2020) highlight the part social media plays in 

disseminating FOMO, demonstrating how conversations and stories posted online could 

provide investment prospects as must-not-miss events. Unlike conventional media, where 

professional analysts and professionals usually select financial news and investment advice, 

social media offers a forum whereby anybody may participate in the financial conversation. A 

two-edged blade is this democratization of financial data. On the one hand, it has given regular 

investors access to ideas formerly the province of big investors. Conversely, it has made it 

simpler for false information, excitement, and conjecture to spread uncontrolled, hence 

increasing FOMO-driven Behaviour. 

Social proof—a psychological phenomena whereby people often follow the Behaviour of 

others, especially in uncertain circumstances—is a main factor behind the dissemination of 

FOMO via social media. Investors may be driven to follow the herd on sites like Reddit or 

Twitter, where many people discuss and post their financial moves in real-time, fearing they 

might be left out of a profitable possibility. Social media creates a continuous feedback loop, 

therefore enhancing this dynamic. While FOMO drives more individuals into the same trade 

and investors see others benefiting from specific investments, publish their own success stories, 

and unintentionally influence others. These surroundings typically portray investment 

opportunities as time-sensitive and unique, as Talwar et al. (2019) highlight, hence increasing 

the sense of urgency. 
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Furthermore, the way social media channels are set up encourages FOMO by promoting 

material that gets much interaction. On these platforms, algorithms give trending subjects and 

viral material great priority, therefore sensational financial stories—such as large gains from 

meme stocks or cryptocurrencies—morely show themselves. This carefully chosen visibility 

aggravates FOMO by distorting reality such that successful investments are overrepresented 

while risks or failures are sometimes underlined. Investors—especially those who are 

inexperienced or less financially literate—may be prone to this bias and believe they have to 

move fast to seize the possibility. 

Furthermore, gamification of investing—often pushed on social media—has made trading a 

kind of entertainment. Online groups regularly discuss trading sites like Robinhood, which 

stress a simple, game-like design. Many times, users post their experiences in a way that 

elevates high-risk, high-reward tactics, therefore supporting FOMO. This is especially clear in 

places like Reddit's r/WallStreetBets, where the community promotes audacious, high-risk 

wagers and traders who make significant profits are hailed as heroes. Therefore, even 

conservative investors could feel under pressure to participate in risky conduct as they would 

miss out on the significant gains under celebration. 

Additionally helping FOMO to proliferate are financial influencers, sometimes known as 

"finfluencers." Often with big followings on sites like YouTube, TikHub, and Instagram, these 

people offer market commentary, stock advice, and investment ideas. While some finfluencers 

provide insightful understanding of the dangers involved, many encourage speculative trades 

without doing extensive study. Their impact can be great, especially among younger investors 

who might lack the skills or experience to evaluate the material objectively. Khatri et al. (2020) 

underline how social media posts from powerful people can set off waves of FOMO since their 
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followers rush to invest in assets being touted online, usually without any thought for due 

diligence. 

To sum up, FOMO in financial markets is disseminated in great part via social media. Platforms 

like Reddit, Twitter, and YouTube increase the pressure investors have to engage in specific 

possibilities by setting places where investment ideas and success stories flow quickly and 

broadly. Social proof's psychological impact along with the engagement-driven algorithms of 

social media and the emergence of financial influencers have produced an environment where 

FOMO-driven decision-making is progressively common. This has major consequences for 

market volatility since impulsive Behaviour motivated by FOMO increases the likelihood of 

investors supporting speculative bubbles and market volatility. 

Case Studies: Blockchain and GameStop 

Two of the most remarkable instances of FOMO-driven financial decisions enhanced by social 

media are the GameStop short squeeze of 2021 and the recurrent cryptocurrency bubbles, most 

famously Bitcoin's rise and fall in 2017 and 2021. These cases provide insightful analysis of 

how social media could inspire speculative activity, hence causing notable market volatility. 

Short Squeeze for GameStop (2021): 

Perhaps the most well-known illustration of how FOMO, motivated by social media, may cause 

dramatic market occurrences is the January 2021 GameStop short squeeze. Originally a small 

conversation on the Reddit community r/WallStreetBets soon became a worldwide 

phenomenon attracting the interest of both retail and institutional investors. Struggling brick-

and-mortar video game retailer GameStop became the focal focus of a movement among retail 

investors trying to induce a short squeeze on hedge funds that had significantly shorted the 

company. 
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FOMO spread quickly as the price of GameStop shares started to climb, mostly because of 

coordinated buying activity on Reddit. More others bought into the stock for fear of missing 

out on the next great opportunity as the success tales of early investors who saw enormous 

gains in a matter of days started a domino effect. One cannot emphasize the part social media 

plays in this situation. Posts about GameStop inundated Twitter, YouTube, and other sites; 

numerous influencers and finfluencers pushed the stock as a once-in- a-lifetime chance. The 

increasing media coverage simply served to accentuate the FOMO since established news 

sources embraced the tale, therefore confirming the existence of something until unheard of. 

The GameStop case also shows how FOMO could cause illogical decisions. Many ordinary 

investors acquired the shares just to avoid missing out on the supposed financial windfall, not 

based on a study of the company's prospects. Driven instead by the collective Behaviour of 

investors acting on FOMO, the fast spike in GameStop's share price was almost unrelated to 

its fundamental value, as Ante (2021) explains. Although some early investors made big gains, 

many who bought in at the height of the euphoria suffered large losses when the price finally 

corrected. 

This event also underlined the ability of community-driven trade enabled by social media. 

Together with the fear of losing out, the feeling of belonging to a movement produced a strong 

psychological mix that pushed investors to take chances they may have stayed away from. 

FOMO was thus not only about losing out on riches but also about missing out on engaging in 

what many thought of as a cultural event—a revolt against Wall Street. 

Bitcoin 2017 and 2021: Blockchain bubbles                                                                          Particularly 

Bitcoin, the market for cryptocurrencies has had multiple boom-and- bust cycles mostly fueled 

by FOMO; social media has been important in these dynamics. A frenzy of social media 

activity drove Bitcoin's explosive climb in 2017 from about $1,000 in January to almost 
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$20,000 by December. Stories of people virtually overnight becoming millions abound on 

websites like Reddit, Twitter, and YouTube, thereby crafting a compelling narrative that 

anyone could strike it rich by investing in Bitcoin. Retail investors were driven into the market 

in great part by FOMO. Many of these investors, as Corbet et al. (2020) highlight, lacked 

knowledge of blockchain technology or the hazards connected with funding such a volatile 

asset. Rather, their drive came from the worry of missing out on what was hailed as the financial 

future. Social media posts sometimes presented a picture of unavoidable and unlimited 

rewards, downplaying the risks and fostering an environment in which even careful investors 

felt under pressure to join in.  

Early 2018's rapid decline in Bitcoin's price—more than 80%—showcased the perils of 

FOMO-driven investing. Many of the peak-buying investors suffered large losses since they 

acted more on impulse than on a deliberate evaluation of the risks. Bitcoin once more reached 

new highs before falling later in the year, repeating this boom-and-bust cycle in 2021. Social 

media similarly drove the 2021 bull run; platforms like TikHub and YouTube are more 

important in disseminating FOMO among younger investors. 

The bitcoin market shows how FOMO could skew ideas of risk and reward. Ante (2021) 

research indicates that while dangers including regulatory problems, security issues, and 

market manipulation are generally disregarded, social media talks during times of fast price 

growth tend to center mostly on possible gains. This produces a distorted risk-reward equation 

whereby investors give short-term gains top priority over long-term factors. Because there are 

less institutional checks and balances to control speculative excesses, the distributed and very 

free character of bitcoin markets also makes them especially prone to FOMO-driven bubbles. 
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The impact on FOMO in IPOs of financial influencers (Finfluencers). 

Leveraging channels like YouTube, Twitter, and Instagram to provide market insights, stock 

advice, and IPO reviews, financial influencers, or "finfluencers," have become rather popular 

in India. Particularly among younger, first-time investors who depend on them for direction in 

negotiating the complexity of the stock market, these bloggers sometimes have sizable 

followings. 

Many finfluencers provide information about forthcoming IPOs, frequently promoting specific 

listings as absolutely must-have prospects. While some offer fair assessments, others help to 

create a FOMO-driven narrative by emphasizing the possible benefits without enough 

consideration of the hazards. This phenomenon was especially clear in the case of Nykaa and 

Zomato, where multiple finfluencers produced material stressing the projected post-IPO price 

swings, which resulted in a rush of retail investors looking for quick profits. Paytm's IPO's 

aftermath, however, revealed how this FOMO-driven strategy may fail when stock 

performance falls short of high expectations. 

2.9 The Role of Digital Ecosystems in FOMO Amplification 

Digital platforms are uniquely designed to exploit FOMO through algorithms that prioritize 

engagement. Social media platforms like Instagram, TikTok, and YouTube use algorithms to 

amplify trending content, creating echo chambers where success stories are disproportionately 

visible (Khatri et al., 2020). This selective visibility distorts risk-reward perceptions, making 

speculative investments appear universally lucrative. For example, viral posts about individuals 

earning massive returns from stock trading or cryptocurrencies amplify the pressure to 

participate. 
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Moreover, gamified elements in trading apps like Robinhood exacerbate FOMO by framing 

financial decisions as competitive and rewarding immediate action. Notifications about 

trending stocks or peer activities create an urgency that overrides rational decision-making. For 

instance, push notifications about a "hot stock" can trigger impulsive buying, a phenomenon 

supported by Behavioural economics research on immediate gratification (Loewenstein, 1996). 

These platforms often integrate leaderboards or real-time updates that further fuel competitive 

anxiety and FOMO. 

 

2.10 Cultural Variations in FOMO’s Financial Implications 

Cultural dimensions significantly influence how FOMO manifests in financial decisions. 

Hofstede’s cultural dimensions theory (1980) provides a framework for analyzing these 

variations. In collectivist cultures, such as India or China, FOMO often stems from a desire to 

maintain social harmony and group inclusion. Here, financial decisions may prioritize 

participation in group investments, community-saving schemes, or communal ventures to 

avoid social exclusion. Such cultures often emphasize shared success, where individuals are 

motivated to ensure they align with group decisions. 

Conversely, in individualistic societies like the United States, FOMO is more closely linked to 

personal achievement and status. The pursuit of exclusive investment opportunities or luxury 

goods often symbolizes individual success. Social media influencers and financial role models 

further amplify this individualistic FOMO by showcasing lifestyles that emphasize wealth and 

exclusivity. This cultural divergence underscores the need for context-specific strategies to 

mitigate FOMO’s impact on financial Behaviour. 
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2.11 Neuroscientific Insights into FOMO and Financial Decisions 

Recent advancements in neuroscience have shed light on the neural mechanisms underlying 

FOMO. Studies using functional MRI (fMRI) have identified the involvement of the anterior 

cingulate cortex and amygdala in FOMO-driven Behaviours (Smith & Aboujaoude, 2019). 

These brain regions are associated with emotional regulation and decision-making under 

uncertainty. The anterior cingulate cortex, in particular, is activated during moments of social 

exclusion, heightening the sense of urgency to participate. 

Dopaminergic pathways play a critical role in reinforcing FOMO-induced financial 

Behaviours. The anticipation of rewards, such as potential gains from an investment, triggers 

dopamine release, creating a feedback loop that reinforces impulsive decisions (Schultz, 1998). 

This neurological basis explains why individuals often prioritize immediate gratification over 

long-term stability in FOMO scenarios. The "fear" component of FOMO activates the 

amygdala, leading to heightened stress and risk-taking Behaviours. 

 

2.12 FOMO’s Interplay with Financial Literacy 

Financial literacy acts as a mitigating factor against FOMO-driven decisions. Individuals with 

a higher understanding of financial principles are better equipped to critically evaluate 

investment opportunities, reducing the likelihood of impulsive actions. A study by Lusardi and 

Mitchell (2014) found that financially literate individuals were less susceptible to FOMO in 

volatile markets, as they could differentiate between speculative hype and genuine 

opportunities. 

However, the democratization of financial markets through apps and social media has created 

a paradox. While access to financial tools has increased, the influx of information—often 
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unverified—has overwhelmed many novice investors. This information asymmetry 

exacerbates FOMO, highlighting the urgent need for targeted financial education programs. 

Educating users about cognitive biases and emotional triggers can help them make informed 

decisions despite the pressure of FOMO. 

 

2.13 Regulatory and Policy Implications 

The growing influence of FOMO on financial markets necessitates regulatory interventions. 

Market regulators, such as SEBI in India or the SEC in the United States, have begun 

addressing the role of social media in shaping investment Behaviours. For instance, SEBI’s 

recent guidelines on influencer disclosures aim to curb misinformation that fuels FOMO (SEBI, 

2023). These guidelines require influencers to clearly disclose paid partnerships or promotional 

content, ensuring transparency for retail investors. 

Policy frameworks must also address the ethical implications of gamified trading platforms. 

Mandating transparency in algorithmic recommendations and promoting investor education 

can help mitigate FOMO’s adverse effects. Furthermore, collaboration between financial 

institutions and educational entities can foster a culture of informed decision-making, 

balancing the accessibility of financial markets with the responsibility of ensuring investor 

protection. Efforts to integrate financial education into school curriculums or workplace 

training programs can also play a significant role. 

 

2.14 The Future of FOMO Research in Finance 

Emerging technologies like artificial intelligence (AI) and blockchain are poised to reshape the 

financial landscape, introducing new dimensions to FOMO. AI-driven predictive analytics, 
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while enhancing investment efficiency, could also amplify FOMO by presenting personalized 

but speculative opportunities (Nguyen et al., 2022). For instance, AI algorithms that highlight 

"top-performing stocks" or "real-time trends" may unintentionally promote impulsive decision-

making. 

Similarly, the decentralized nature of blockchain markets reduces traditional checks and 

balances, increasing the potential for FOMO-driven bubbles. Blockchain’s transparency and 

real-time updates create an environment where price surges become highly visible, further 

attracting speculative investors. 

Future research must focus on developing interdisciplinary approaches to understand and 

mitigate FOMO. Integrating insights from psychology, neuroscience, and Behavioural 

economics can inform more effective strategies for promoting financial resilience. 

Additionally, longitudinal studies tracking the long-term consequences of FOMO-driven 

decisions can provide valuable data for policymakers and educators. Collaboration between 

tech companies, regulators, and academic researchers is essential to build systems that promote 

responsible financial Behaviours. 
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3. METHODOLOGY 

Research Methodology 

Using a mixed-method approach that integrates qualitative and quantitative methods, this study 

thoroughly examines how FOMO influences financial decision-making. By combining 

surveys, social media analysis, and interviews, this methodology provides comprehensive 

insights into FOMO's role, capturing both statistical relationships and personal perspectives. 

This section outlines the research design, sampling methods, data collection tools, and analysis 

techniques used to gather and interpret data, with the goal of producing reliable findings on the 

role of FOMO in financial behaviour. 

 

3.1 Research Design 

This study employs a mixed-method research design, incorporating both qualitative and 

quantitative approaches to provide a complete understanding of FOMO's impact on financial 

decisions. The quantitative aspect includes surveys and social media analysis, while the 

qualitative component encompasses in-depth interviews with individual investors. Integrating 

these methods allows for both the broad perspective of quantitative data and the nuanced 

understanding from qualitative insights, facilitating triangulation for robust analysis of 

FOMO's influence on decision-making. 
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3.2 Sampling 

● Qualitative Sampling: A purposive sampling technique will select 10-15 investors who 

have experienced FOMO in financial decisions for in-depth interviews. This sample aims 

to capture a range of perspectives based on varying investment experience levels. 

● Quantitative Sampling: A stratified sampling method will target 100-150 respondents 

across diverse demographics, segmented by age, income, and social media usage. This 

sample size is designed to ensure statistically significant results, reflecting how FOMO 

affects different demographic groups in financial decisions. 

 

3.3 Tools of Data Collection 

● Qualitative Data Collection: 

○ Interviews: Semi-structured interviews with selected investors will explore their 

experiences with FOMO, including how it influenced their financial decisions. 

Questions will cover motivations, decision-making processes, and perceived 

outcomes. 

● Quantitative Data Collection: 

○ Surveys: Structured questionnaires using Likert scales will measure the degree of 

FOMO, risk appetite, and investment behaviour. This will allow quantification of 

FOMO's influence on various financial choices. 

○ Social Media Analysis: Content from platforms such as Reddit and Twitter will be 

analyzed to assess how FOMO-related trends influence financial decisions. 

Sentiment analysis tools will examine the emotional context of discussions about 

trending investments. 



41 

3.4 Data Analysis 

● Qualitative Analysis: 

○ Thematic Analysis: Interview data will undergo thematic analysis to identify key 

insights into FOMO's impact on personal financial decisions. Themes related to 

social media influence, peer comparison, and emotional responses will be extracted. 

● Quantitative Analysis: 

○ Descriptive Statistics: Summaries of survey responses, including means, medians, 

and frequencies, will provide an overview of FOMO's prevalence and its 

relationship with financial decisions. 

○ Regression Analysis: Regression models will examine the correlation between 

FOMO levels and specific financial behaviours (e.g., impulsive buying and high-

risk investments). 

○ ANOVA: Analysis of variance will determine if demographic factors, such as age 

and income, significantly impact the extent of FOMO-related financial behaviours. 

 

3.5 Validity and Reliability 

● Validity: 

○ Construct Validity: Ensured by aligning survey items with established FOMO 

constructs and using validated scales where available. 

○ External validity: Achieved through a diverse sample to ensure that findings are 

generalizable across different demographic segments. 
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● Reliability: 

○ Data Collection Consistency: Standardized surveys and interview guides will be 

used, with a pilot survey to identify any inconsistencies. 

○ Data Analysis Reliability: Inter-rater reliability will be established in thematic 

analysis by involving multiple researchers in data coding. 

 

3.6 Ethical Concerns 

This study strictly adheres to ethical standards, ensuring participant confidentiality, voluntary 

participation, and responsible data handling. Informed consent will be obtained, explaining the 

study’s purpose, potential risks, and the right to withdraw at any time. Data will be anonymized, 

securely stored, and accessed only by authorized personnel. Ethical approval from the Mentor 

will be obtained before data collection. Participants will be protected from psychological 

distress, with access to support resources if needed. The study will avoid conflicts of interest, 

ensure unbiased reporting, and follow responsible AI use, maintaining research integrity and 

compliance with ethical guidelines. 
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4. DATA COLLECTION AND ANALYSIS  

4.1 Gender Distribution 

This indicates a fairly balanced gender distribution with a slightly higher number of male 

participants. 

 

4.2 Age Distribution

The majority of respondents are younger adults, making this a highly relevant demographic 

for analyzing the impact of FOMO. 
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4.3 Annual Income 

Lower-income individuals are the largest demographic, possibly influencing their financial 

decision-making Behaviour. 

4.4 Social Media Usage

The majority are heavy social media users, underscoring its potential influence on their 

financial decisions. 
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4.5 Influence of Social Media

 

Social media plays a critical role in shaping investment decisions for most respondents. 

 

4.6 Financial Platforms Influencing Decisions

This shows visual and discussion-driven platforms dominate financial decision-making. 
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4.7 Impulsive Financial Decisions Due to FOMO

A significant proportion of respondents admit to FOMO-driven financial Behaviours. 

 

4.8 Types of Financial Decisions Affected by FOMO 

Cryptocurrency purchases are a key area where FOMO impacts respondents, followed by real 

estate and stock market investments. 
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4.9 Emotional Response to Loss Due to FOMO 

Losses are often met with avoidance, indicating the emotional toll of impulsive decisions. 

 

4.10 Risk Tolerance Under FOMO 

 

Risk appetite varies, but most lean toward a moderate approach. 
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4.11 Short-term vs. Long-term Priorities 

FOMO often leads to a short-term investment mindset. 

 

4.12 Consequences of FOMO 

 

Missed opportunities, followed by emotional stress, are major significant consequences of 

FOMO in making financial decisions. These reflect both the emotional and tangible costs of 

FOMO. 
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5. FINDINGS 

To provide a deeper analysis, Let’s explore interrelations among the variables and highlight 

patterns or trends that might not be evident from the individual summaries. Here's the expanded 

analysis: 

5.1 Gender vs. FOMO Impact 

 Male respondents: Tend to engage more in stock market investments influenced by 

FOMO. 

 Female respondents: More likely to associate FOMO with luxury purchases than 

investments. 

 Prefer not to say: A mix of Behaviours, with a slight preference for cryptocurrency 

investments under FOMO. 

 Gender-specific Behaviours indicate a need for tailored educational strategies to 

mitigate FOMO-driven risks. 

 

5.2 Age vs. Social Media Influence 

 20-25 years: Highly influenced by platforms like Instagram and YouTube, often 

experiencing FOMO for cryptocurrency and meme stocks. 

 25-30 years: Moderate influence, with stock market investments being the primary area 

of FOMO. 

 Under 20: Focus on luxury item purchases and minor stock market activities. 
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 30-40 years: Transitioning from impulsive to calculated decisions, influenced by family 

responsibilities. 

 Younger age groups are most susceptible to FOMO from visual-heavy platforms like 

Instagram. 

 

5.3 Income vs. Risk Appetite 

 Less than ₹2,00,000: Lean toward low to moderate risk, primarily avoiding volatile 

investments. 

 ₹2,00,000–₹5,00,000: Experiment cautiously with moderate-risk investments, 

including mutual funds. 

 ₹5,00,000+ groups: Demonstrate a higher appetite for risk, particularly in 

cryptocurrency markets. 

 Income levels strongly correlate with the risk tolerance in financial decisions under 

FOMO, with higher-income groups more likely to view losses as learning opportunities. 

5.4 Platform Influence and FOMO 

 Platforms like YouTube, Instagram, and Reddit dominate influence across all education 

levels, with Twitter being particularly impactful for undergraduate and postgraduate 

respondents. 

 Combined platform use (e.g., Instagram and YouTube) was more common among 

postgraduate respondents, indicating an interplay of platforms in shaping decisions. 
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 Facebook and LinkedIn have minimal impact on FOMO-related financial decisions,

reflecting their focus on professional content. 

 Social media’s influence spans education levels, though the type of platform and its

role vary with the respondent's educational background. 

 Algorithm-driven personalization on platforms like Instagram and YouTube heightens

the urgency to act, especially for first-time investors. 

5.5 Education as a Moderating Factor 

 Postgraduate and undergraduate respondents were more likely to report being

influenced by multiple platforms. 

 High school respondents exhibited higher impulsivity, often influenced by peer

pressure. 

 Higher education levels correlate with more deliberate and researched investment

decisions. 

 Financial literacy and education play a role in mitigating impulsivity but cannot entirely

counteract the emotional triggers of FOMO, highlighting the importance of experiential 

learning. 

 Including FOMO-related financial education in curricula could help bridge gaps in

decision-making skills. 
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5.6 Social Media Usage and FOMO Frequency 

 Frequent users (Multiple times daily): Report high levels of FOMO and impulsive 

financial Behaviours. 

 Occasional users: Experience FOMO but act less impulsively, leaning toward 

calculated decisions. 

 Rare users: Minimal FOMO influence, with decisions driven by traditional financial 

advice sources. 

 Frequent social media usage significantly amplifies FOMO's effects on decision-

making, emphasizing the need for content moderation algorithms to reduce harmful 

impacts. 

 Regular exposure to curated success stories builds unrealistic financial expectations, 

particularly for frequent users. 

 

5.7 Emotional Responses and Coping Mechanisms 

 Avoid Investing: Predominantly seen in low-risk groups or those with frequent losses. 

 Try to Recover Losses: Common in younger groups with moderate risk appetite, often 

leading to a cycle of risky decisions. 

 Learn and Move On: More common among highly educated or experienced investors, 

showing resilience. 
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 Coping mechanisms vary significantly by age, risk appetite, and prior experiences, 

indicating a need for personalized financial counseling services. 

 Awareness campaigns could promote healthier emotional responses to mitigate long-

term psychological effects of FOMO-driven losses. 

 

5.8 FOMO’s Role in Short-Term vs. Long-Term Thinking 

 Short-Term Gains: Predominantly younger or first-time investors influenced by peer 

success stories. 

 Long-Term Stability: More experienced and higher-income groups prioritize stability 

despite FOMO. 

 20-30 years: Highest vulnerability to sacrificing long-term planning for perceived 

short-term benefits. 

 Younger respondents are more likely to sacrifice long-term planning for perceived 

short-term benefits, underlining the importance of emphasizing long-term financial 

planning in educational programs. 

 Social media content highlighting success stories often lacks context, misleading short-

term decision-making. 

5.9 Consequences of FOMO by Investment Type 

 Stock Market Investments: Missed opportunities dominate due to hesitation or fear of 

high risk. 
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 Cryptocurrency: High financial losses reported, often from speculative investments. 

 Luxury Purchases: Regret and financial strain highlighted, especially among younger 

respondents. 

 High-risk investment types show the strongest correlation with financial regret, while 

luxury purchases lead to psychological stress. 

 Educating investors on evaluating risks before committing could help reduce negative 

outcomes. 

 

5.10 Peer Influence and Behavioural Patterns 

 Respondents who felt significant peer pressure to act on financial advice were more 

likely to make impulsive decisions, with 77% of this group admitting to FOMO-driven 

actions. 

 Peer influence was strongest among younger respondents (20-30 years), aligning with 

heightened social comparison Behaviours in this demographic. 

 Peer pressure amplifies FOMO in younger audiences, suggesting that social networks 

act as accelerators for impulsive financial Behaviours. 

 Strengthening peer education programs could reduce the harmful effects of collective 

FOMO. 

 Encouraging open discussions about financial decisions within peer groups can help 

demystify unrealistic success stories. 
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5.11 FOMO Triggers 

 Social Media Influence: Most dominant trigger across all demographics, particularly 

among frequent users. 

 Peer Pressure: Stronger influence in younger respondents and low-income groups. 

 Lack of Financial Knowledge: Key contributor to impulsive Behaviours, regardless of 

age or income. 

 FOMO drivers often work in tandem, amplifying their collective impact, requiring 

interventions that address multiple triggers simultaneously. 

 Highlighting the consequences of impulsive financial decisions through storytelling 

could raise awareness about FOMO triggers. 

 

5.12 Cross-Platform FOMO Influence 

 Cross-platform users (e.g., Instagram + YouTube) reported significantly higher levels 

of FOMO influence compared to single-platform users. 

 Multi-platform exposure led to a broader scope of investments, but also higher rates of 

regret and anxiety. 

 Multi-platform exposure amplifies FOMO by presenting diverse success stories, 

necessitating careful curation of content for consumers. 

 Personalized recommendations and content filters could play a role in mitigating the 

adverse effects of cross-platform FOMO. 
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 User-friendly tools for assessing financial risks across platforms could empower 

decision-makers. 

 

5.13 Behavioural Trends in High-Risk Investments 

 Younger respondents (20-25) showed a high inclination toward cryptocurrencies and 

meme stocks. 

 High-income groups took calculated risks in volatile markets, while low-income groups 

avoided these investments. 

 A substantial proportion of respondents admitted to making high-risk decisions without 

sufficient research. 

 Educating investors on market volatility and risk management is crucial to minimizing 

losses. 

 

5.14 Variations in FOMO Behaviour by Region 

 Urban respondents reported higher FOMO due to greater exposure to social media and 

peer-driven success stories. 

 Rural respondents displayed lower FOMO but expressed a greater tendency to act on 

trusted community recommendations. 

 Regional disparities suggest that targeted strategies are needed to address location-

specific FOMO triggers 



57 

5.15 Influence of News Media on FOMO 

 Sensationalized headlines about financial success stories amplified FOMO among 65% 

of respondents. 

 News outlets often lack contextual explanations, leading to hasty decisions without 

understanding market dynamics. 

 Promoting media literacy as part of financial education can help consumers critically 

evaluate information. 

 

5.16 Psychological Interventions to Manage FOMO 

 Mindfulness-based techniques helped respondents identify and resist emotional triggers 

associated with FOMO. 

 Cognitive-Behavioural strategies, such as reframing loss aversion, showed promise in 

reducing impulsivity. 

 Integrating psychological tools into financial education can enhance decision-making 

resilience. 

 

5.17 Gender-Specific Support Systems 

 Female respondents expressed a preference for community-driven financial groups to 

share experiences and gain support. 
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 Male respondents indicated that competitive environments fostered greater motivation 

but also heightened FOMO risks. 

 Tailoring support systems to these preferences could improve financial confidence and 

reduce emotional distress. 

 

5.18 Technology’s Role in Escalating FOMO 

 Push notifications and algorithm-driven content were cited as key factors in amplifying 

urgency to act. 

 AI-driven apps personalized recommendations without adequate risk disclosures, 

influencing impulsive investments. 

 Greater transparency and accountability in tech design are needed to ensure ethical 

practices. 
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6. RECOMMENDATIONS 

6.1 Enhance Financial Literacy: 

o Integrate FOMO-specific modules into financial education programs to help 

individuals recognize cognitive biases. 

o Develop tools like budgeting apps or calculators to help users evaluate long-term 

financial goals against short-term impulses. 

6.2 Promote Responsible Social Media Use: 

o Encourage platforms to label promotional content clearly, emphasizing disclosures for 

financial products. 

o Advocate for algorithm transparency to reduce exposure to FOMO-inducing content. 

6.3 Introduce Mindfulness Training: 

o Partner with mental health professionals to create awareness campaigns focusing on 

emotional regulation during financial decision-making. 

o Include mindfulness practices in financial advisory sessions to manage FOMO-driven 

stress. 

6.4 Leverage Regulatory Policies: 

o Strengthen policies like SEBI’s influencer disclosure guidelines to ensure accurate 

portrayal of financial risks. 

o Mandate risk assessment tools on trading platforms, educating users on market 

volatility and FOMO effects. 
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6.5 Encourage Peer Support Systems: 

o Promote financial education forums where users can share experiences and learn 

collaboratively, reducing the negative impact of social comparison. 

o Foster community-based financial initiatives that build collective resilience against 

impulsive decisions. 

6.6 Use Technology for Awareness: 

o Create AI-powered tools that analyze market trends while alerting users to potential 

FOMO risks. 

o Develop personalized notifications highlighting long-term financial stability instead of 

short-term gains. 

6.7 Incentivize Long-Term Investments: 

o Offer incentives for investments promoting financial stability, such as tax benefits for 

long-term mutual funds or retirement plans. 

6.8 Media and News Literacy Campaigns: 

o Teach individuals to critically evaluate sensationalized news, focusing on long-term 

trends rather than fleeting success stories. 
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7. CONCLUSION  

The phenomenon of FOMO (Fear of Missing Out) has emerged as a significant driver of 

financial decision-making in today’s highly connected and digitized world. Rooted in deep 

psychological, social, and cultural dynamics, FOMO exerts a profound influence on 

individuals, often leading to impulsive and high-risk decisions. The interplay of social media 

platforms, peer pressure, and limited financial literacy exacerbates these tendencies, as 

individuals are constantly exposed to curated success stories and opportunities that appear too 

good to miss. 

This study highlights how FOMO manifests differently across demographics, income levels, 

education, and regions. Younger individuals, frequent social media users, and those with lower 

financial literacy are particularly vulnerable to its effects, often prioritizing short-term gains 

over long-term stability. High-risk investment types such as cryptocurrencies and meme stocks 

amplify FOMO’s consequences, leading to significant financial and emotional repercussions, 

including regret, anxiety, and financial losses. Conversely, individuals with higher education 

levels, defined financial goals, or access to financial advisors exhibit greater resilience, 

demonstrating the importance of mitigating factors. 

As FOMO continues to influence financial markets, it is imperative to adopt a multi-faceted 

approach to address its challenges. This involves creating tailored financial education programs 

that teach individuals to recognize and counteract FOMO triggers, implementing stricter 

regulatory policies to ensure transparency in financial content, and leveraging technology to 

promote informed decision-making. Social media platforms play a crucial role in this 

ecosystem, and their algorithms must be designed with ethical considerations to reduce the 

amplification of FOMO-driven content. Additionally, fostering community-based financial 
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education forums and peer support systems can help individuals navigate financial decisions 

collaboratively, reducing the psychological pressures of social comparison. 

From a macro perspective, the role of policymakers, financial institutions, educators, and 

technology companies cannot be overstated. Together, they must create a financial 

environment that prioritizes transparency, accessibility, and emotional well-being. 

Governments and regulators should promote financial literacy and media literacy initiatives to 

empower individuals to critically evaluate the information they consume. Furthermore, 

innovative solutions such as personalized risk assessment tools and AI-driven financial 

advisory systems can provide individuals with real-time insights to make balanced decisions. 

The cultural and regional disparities in FOMO also demand targeted interventions that address 

the unique challenges faced by diverse groups. Urban populations may require strategies that 

focus on combating social media influence, while rural populations may benefit more from 

trust-based community financial programs. Ensuring inclusivity in financial education and 

advisory services is essential to bridging these gaps and fostering equitable financial resilience. 

In conclusion, FOMO is a double-edged sword: while it motivates individuals to seize 

opportunities, unchecked FOMO can lead to impulsive and detrimental financial Behaviours. 

By addressing the psychological, social, and systemic factors that amplify FOMO, stakeholders 

can help individuals strike a balance between risk-taking and financial prudence. The future 

lies in building an informed, resilient, and emotionally aware financial ecosystem that supports 

sustainable growth and individual well-being. 
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