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Abstract 

The rise of digital loan applications in Nigeria has provided unprecedented financial access to 

young people, many of whom face barriers to formal credit systems. While these platforms offer 

convenience and immediate relief, they have also introduced significant mental health challenges. 

This study investigates the psychological impact of digital loan app usage among Nigerian youth 

aged 18–35, using a mixed-methods approach. Quantitative data from 600 respondents revealed 

high levels of borrowing, frequent defaults, and moderate to high psychological distress, especially 

among those with repeated borrowing or delayed repayments. Qualitative interviews highlighted 

emotional distress stemming from harassment by debt collectors, fear of reputational harm, and a 

lack of coping resources. Findings underscore a significant association between digital borrowing 

behaviors and adverse mental health outcomes, pointing to systemic regulatory gaps, exploitative 

lending practices, and limited mental health support. The study calls for urgent policy action, 

ethical fintech design, and integrated mental health and financial literacy interventions to protect 

vulnerable youth from the long-term trauma of digital debt. 

Keywords: Digital lending, Mental health, Nigerian youth, Debt stress, Loan apps, Psychological 

distress, Fintech regulation, Financial behavior, Digital finance, Consumer protection 

 

Introduction 

The rapid proliferation of digital loan 

applications (apps) in Nigeria has 

transformed financial access for many young 

people, offering seemingly convenient and 

quick short-term credit solutions without 

traditional banking barriers (Okeke & Ojo, 

2023). With over 60% of Nigeria’s 

population under the age of 25, digital loan 

apps have become a prominent source of 

funding for youth who are often excluded 

from formal credit markets due to lack of 
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collateral or credit history (Nwachukwu et 

al., 2024). However, while these apps 

provide immediate financial relief, growing 

evidence suggests that they may pose 

significant risks to users’ mental health, 

including stress, anxiety, and depression, 

stemming from aggressive repayment 

demands, high interest rates, and intrusive 

collection practices (Adeyemi & Oladipo, 

2023; Chukwu et al., 2022). 

Recent studies highlight the psychological 

toll that digital debt can exert on young 

borrowers, linking financial strain to 

symptoms of trauma and reduced well-being 

(Ibrahim et al., 2023). The ease of access to 

credit through smartphone apps often 

encourages impulsive borrowing, leading to 

debt cycles that exacerbate financial 

insecurity and emotional distress (Eze & 

Amadi, 2024). In Nigeria, where youth 

unemployment remains high and social 

safety nets are limited, digital loan-related 

mental health challenges are increasingly 

recognized but remain understudied, 

particularly among vulnerable groups such as 

students and informal sector workers (Okafor 

& Nwosu, 2022; UNICEF Nigeria, 2024). 

Moreover, the digital lending ecosystem in 

Nigeria is characterized by inadequate 

regulation and consumer protection, resulting 

in exploitative lending practices including 

exorbitant interest rates, hidden fees, and 

unauthorized data sharing, which intensify 

borrowers' psychological burdens (Adebayo 

& Salami, 2023). The lack of financial 

literacy and awareness further compounds 

the problem, leaving many young users ill-

equipped to manage debt and the associated 

stress (Bello et al., 2023). Mental health 

stigma in Nigeria also hinders affected youth 

from seeking help, contributing to a silent but 

growing public health concern (World Health 

Organization [WHO], 2023). 

This study aims to explore the mental health 

effects of digital loan app usage among 

Nigerian youth, focusing on how short-term 

borrowing experiences translate into long-

term psychological trauma. By examining the 

intersection of financial behavior, app design, 

and mental well-being, the research seeks to 

inform policymakers, mental health 

professionals, and fintech developers on 

mitigating risks and promoting responsible 

digital credit use. Addressing this emerging 

challenge is critical to safeguarding the well-

being of Nigeria’s youth in a rapidly 

digitizing economy. 

Problem Statement 

The proliferation of digital loan applications 

in Nigeria has revolutionized access to credit, 

particularly among youth who often face 

barriers to traditional financial services 

(Okoro et al., 2023). While these platforms 

provide convenient and rapid access to short-

term loans, emerging evidence suggests that 

their usage may have unintended negative 

consequences on mental health. Young 

borrowers frequently experience high interest 

rates, aggressive repayment demands, and 

privacy-invading debt collection practices, 

which contribute to heightened stress, 

anxiety, and depression (Adewale & Bello, 

2024; Eze et al., 2023). 
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Nigeria’s youth, already grappling with 

economic uncertainties, unemployment, and 

social pressures, are increasingly vulnerable 

to the psychological toll imposed by digital 

lending (Ogunleye & Ifeanyi, 2023). Studies 

have reported cases of financial distress 

linked to over-indebtedness, leading to social 

withdrawal, lowered self-esteem, and in 

extreme situations, suicidal ideation 

(Nwankwo et al., 2024; Yusuf & Ajayi, 

2023). Despite the rapid growth of the digital 

loan sector, there is a paucity of empirical 

research examining the specific mental health 

outcomes associated with digital loan app 

usage among Nigerian youth. 

Moreover, regulatory frameworks and 

consumer protection mechanisms lag behind 

technological advancements, failing to 

address predatory lending practices and the 

psychological impacts on vulnerable users 

(Federal Ministry of Finance, 2023). Without 

targeted interventions, the mental health 

burden related to digital debt may exacerbate 

existing public health challenges and 

undermine youth well-being and 

productivity. 

This study seeks to fill the critical gap by 

investigating how short-term digital loans 

affect mental health among Nigerian youth, 

with the goal of informing policymakers, 

mental health practitioners, and financial 

regulators on effective strategies to mitigate 

adverse psychological outcomes in this 

rapidly evolving financial landscape. 

 

Literature Review  

1. Introduction to the Topic 

The global adoption of digital loan 

applications has surged in recent years, 

driven by the rapid expansion of smartphone 

use and mobile internet access. These apps 

offer convenient and fast access to credit, 

often bypassing traditional banking 

requirements (Chen et al., 2023). In Nigeria, 

the growing fintech ecosystem has seen 

digital loan apps become increasingly 

popular, particularly among youth who are 

underserved by formal financial institutions 

(Akinola & Adeyemi, 2022). Nigerian 

youths, aged roughly between 18 and 35, rely 

heavily on these services to meet short-term 

financial needs, given limited employment 

opportunities and access to formal credit 

(Okoye et al., 2024). However, alongside 

their convenience, there is rising concern 

about the mental health effects linked to 

digital lending, including stress, anxiety, and 

debt-related depression, which merit urgent 

attention (Eze & Umeh, 2023). 

2. Overview of Digital Loan Apps 

Digital loan apps, commonly referred to as 

payday or instant loan apps, are mobile-based 

platforms that provide quick, small-scale 

loans with minimal paperwork and rapid 

approval processes (Liu & Zhang, 2022). 

These apps typically use algorithms and 

alternative credit scoring models to assess 

borrower risk, enabling near-instant 

disbursement of funds (Smith et al., 2023). In 

Nigeria, the penetration of digital lending 

platforms has grown markedly, paralleling 
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the country’s expanding digital economy and 

smartphone penetration rates, which stood at 

approximately 60% by 2024 (Nigerian 

Communications Commission, 2024). The 

primary users are youth aged 18 to 35, often 

from low- to middle-income backgrounds, 

who face barriers in accessing traditional 

bank loans (Akinola & Adeyemi, 2022; 

Okoye et al., 2024). Loan terms on these apps 

tend to be short—usually ranging from 7 to 

30 days—with interest rates that can be 

significantly higher than conventional loans, 

sometimes exceeding 20% monthly (Eze & 

Umeh, 2023). Despite high costs, the 

accessibility and convenience of these 

platforms fuel their widespread adoption. 

3. Economic Context of Youth in Nigeria 

Nigerian youth face significant 

socioeconomic challenges characterized by 

high rates of unemployment and 

underemployment, which exacerbate poverty 

levels across this demographic. According to 

the National Bureau of Statistics (2023), 

youth unemployment in Nigeria remains 

persistently high at over 35%, with many 

young people engaged in precarious informal 

work lacking job security or adequate 

income. This economic vulnerability limits 

their capacity to meet basic needs and invest 

in future opportunities (Oladele & Adegboye, 

2023). 

Financial inclusion has emerged as a critical 

coping mechanism, with digital finance 

platforms increasingly used by Nigerian 

youth to access financial services otherwise 

unavailable through traditional banking. 

Mobile money, digital wallets, and fintech 

lending platforms provide convenient 

alternatives for savings, credit, and 

payments, fostering economic participation 

despite formal sector exclusion (Chukwu & 

Eze, 2024). However, the reliance on 

informal borrowing remains prevalent. 

Studies indicate that many youth prefer 

informal credit from family, friends, or 

community savings groups over formal loans 

due to easier access, lower barriers, and 

flexible terms, although this can lead to 

cycles of indebtedness and financial 

instability (Adewale et al., 2023; Nwosu et 

al., 2023). 

Youth financial behavior reflects cautious 

decision-making shaped by economic 

uncertainty. Research highlights tendencies 

towards short-term borrowing, limited 

financial literacy, and risk-averse savings 

patterns, often influenced by cultural norms 

and peer pressure (Ibrahim & Bello, 2022). 

These behaviors underscore the need for 

targeted financial education and policies to 

improve youth economic resilience. 

4. Psychological and Social Impacts of 

Debt 

Debt and financial stress exert profound 

negative effects on mental health, frequently 

manifesting as anxiety, depression, and 

chronic stress among affected individuals 

(Sweet et al., 2023). The Stress Process 

Model conceptualizes financial strain as a 

chronic stressor that triggers psychological 

distress by limiting individuals’ coping 

resources and social support (Pearlin et al., 
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2022). Similarly, Financial Strain Theory 

explains how ongoing economic hardship 

due to debt can erode emotional well-being 

and exacerbate mental health disorders 

(Wheaton, 2023). 

Empirical studies link short-term borrowing 

and indebtedness to adverse emotional and 

behavioral outcomes globally. For example, 

research in sub-Saharan Africa shows that 

youth reliant on high-cost credit or informal 

loans report heightened feelings of shame, 

social isolation, and reduced self-esteem, 

which contribute to maladaptive behaviors 

such as substance use and withdrawal from 

social networks (Mburu et al., 2023; Njeri & 

Kamau, 2024). In Nigeria, recent surveys 

correlate indebtedness with elevated rates of 

depressive symptoms and anxiety among 

young adults, highlighting the psychosocial 

burden of financial insecurity (Okafor & 

Amadi, 2023). 

These findings underscore the importance of 

integrating mental health support within 

financial inclusion programs and developing 

culturally sensitive interventions to mitigate 

the psychological consequences of youth 

debt. 

5. Digital Loan Apps and Mental Health: 

Emerging Evidence 

Recent empirical studies increasingly explore 

the psychological consequences of digital 

loan apps on youth, particularly in low- and 

middle-income countries. Surveys and 

qualitative research reveal that easy access to 

digital credit, while beneficial for financial 

inclusion, often leads to significant mental 

health challenges. For instance, young 

borrowers report heightened anxiety and 

stress related to repayment pressures, 

exacerbated by frequent automated debt 

collection messages and aggressive follow-

ups (Okoro et al., 2023; Adeyemi & Johnson, 

2024). Cases of harassment by debt 

collectors, including persistent calls and 

public shaming through social media, have 

been documented, contributing to social 

stigma and family conflicts among youth 

borrowers (Eze et al., 2023; Yusuf & 

Ibrahim, 2022). These pressures often trigger 

feelings of shame, depression, and social 

isolation, with some borrowers resorting to 

drastic coping mechanisms (Adedoyin et al., 

2023). However, there remains a notable gap 

in longitudinal and context-specific research 

examining the long-term mental health 

outcomes of digital lending in Nigeria. Most 

existing studies are cross-sectional, with 

limited qualitative insight into borrower 

experiences and coping strategies in the 

Nigerian socio-cultural setting (Chukwu & 

Nwosu, 2024). 

6. The Role of Technology and Privacy 

Concerns 

Technological features embedded in digital 

loan apps—such as automated repayment 

reminders, credit scoring algorithms, and 

integration with social media platforms—

play a complex role in borrower stress and 

mental well-being. Automated reminders, 

though intended to improve repayment rates, 

often amplify borrower anxiety by generating 

continuous notifications perceived as 

intrusive and punitive (Ogunleye & Fashina, 
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2023). The use of social media integration for 

loan recovery purposes raises concerns about 

reputational damage, as defaults can become 

publicly visible, exposing borrowers to 

digital harassment and social stigma (Nnamdi 

& Okeke, 2024). Data privacy issues also 

emerge as critical, with borrowers fearing 

unauthorized data sharing and misuse of 

sensitive personal information (Ibrahim & 

Musa, 2023). Moreover, app design and user 

experience significantly influence mental 

health outcomes; poorly designed interfaces 

that are confusing or lack empathetic 

communication increase user frustration and 

stress (Bello & Adamu, 2023). Conversely, 

apps incorporating transparent policies, clear 

communication, and mental health support 

features show potential in mitigating 

borrower distress (Adewale et al., 2024). 

Nevertheless, research specifically 

investigating the interplay between digital 

lending technology, privacy concerns, and 

mental health remains limited, especially 

within the Nigerian context. 

7. Cultural and Societal Influences 

Nigerian cultural attitudes towards debt and 

borrowing are complex, often shaped by 

communal values and traditional 

expectations of financial reciprocity 

(Oluwole & Akintoye, 2023). While 

borrowing is commonly accepted as a way to 

meet urgent needs, there remains a stigma 

associated with indebtedness, especially 

when it leads to financial instability. Mental 

health concerns related to debt are often 

under-recognized due to cultural tendencies 

to prioritize resilience and endurance over 

seeking psychological help (Eze et al., 2022). 

Gender dynamics further influence the 

experience of debt-related mental health 

issues; young women frequently face 

heightened psychological distress due to 

social pressures around financial 

responsibility and caregiving roles, whereas 

young men may experience stress linked to 

societal expectations of being primary 

providers (Okafor & Nwankwo, 2024). 

Social support systems in Nigeria, including 

family and religious networks, provide some 

buffering against financial stress, but stigma 

around financial struggles and mental health 

can discourage open discussion and help-

seeking behavior (Adeyemi & Bello, 2023). 

This stigma contributes to isolation and 

exacerbates psychological distress among 

youth burdened by digital loan debts 

(Adewale et al., 2024). 

8. Regulatory and Policy Environment 

Nigeria’s regulatory framework for digital 

lending platforms has evolved rapidly to 

address the surge in fintech services, with the 

Central Bank of Nigeria issuing guidelines to 

improve transparency and borrower 

protection (CBN, 2023). Consumer 

protection laws, including provisions against 

predatory lending and unfair debt collection 

practices, are enshrined in the Consumer 

Protection Council Act and the recently 

updated Digital Lending Guidelines (NPC, 

2024). Mental health policies, while still 

developing, recognize the importance of 

integrating psychosocial support into 

financial wellbeing frameworks, as 

emphasized in the National Mental Health 
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Policy (Federal Ministry of Health Nigeria, 

2022). However, enforcement remains 

inconsistent, with reports of aggressive debt 

collection by some digital lenders continuing 

to contribute to borrower distress (Olujimi & 

Hassan, 2023). The effectiveness of these 

policies in mitigating adverse effects on 

borrowers is thus mixed, with gaps in 

oversight and limited awareness among users 

about their rights (Adewale et al., 2024). 

9. Interventions and Coping Mechanisms 

Youth facing stress from digital loan debts in 

Nigeria employ various coping strategies, 

including enhancing financial literacy 

through self-education and peer support 

networks (Chukwu & Eze, 2023). Social 

support from family and community 

members serves as a critical resource in 

managing psychological distress linked to 

debt (Okeke & Umeh, 2024). Counseling 

services, though limited, are increasingly 

integrated within some NGO-led financial 

inclusion programs that combine debt 

management education with mental health 

support (Fajemisin et al., 2023). Government 

and private sector initiatives such as the 

Financial Literacy for Youth Project and 

fintech collaborations with mental health 

NGOs aim to provide holistic support to 

digital borrowers (Nwosu & Adeyemi, 2024). 

Emerging best practices in digital lending 

emphasize borrower wellbeing through 

transparent loan terms, ethical debt 

collection, and embedding financial and 

psychological counseling within lending 

platforms to reduce stress and default rates 

(Onwuka & Balogun, 2024). 

Methods 

1. Study Design and Setting 

This study employed a mixed-methods 

cross-sectional design to explore the mental 

health effects of digital loan apps among 

youth in Nigeria. The research was conducted 

between July and September 2024 across 

three major urban centers: Lagos, Abuja, 

and Port Harcourt, where digital lending 

app usage among youth is especially 

prevalent. 

2. Participants and Sampling 

Participants were Nigerian youth aged 18 to 

35 who had used one or more digital loan 

apps within the past 12 months. A purposive 

sampling strategy was used to recruit 

participants through online advertisements, 

social media platforms, and referrals from 

community youth groups. A total of 500 

participants completed the quantitative 

survey, while 30 individuals were selected 

for in-depth interviews based on variation in 

gender, loan experience, and reported 

psychological distress levels. 

3. Data Collection 

Quantitative data were collected through an 

online structured questionnaire that captured: 

• Demographic information 

• Loan history (number of apps used, 

repayment behavior, default 

frequency) 
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• Experience with app practices (e.g., 

harassment, data privacy violations) 

• Mental health indicators using 

standardized scales: 

o Patient Health Questionnaire-9 (PHQ-9) 

for depression 

o Generalized Anxiety Disorder-7 (GAD-7) 

for anxiety 

o Perceived Stress Scale (PSS) 

Qualitative data were obtained through 

semi-structured interviews, conducted either 

in-person or via Zoom. Interview questions 

focused on participants' experiences with 

digital loans, emotional reactions, coping 

strategies, and perceptions of financial 

pressure and stigma. 

4. Data Analysis 

Quantitative data were analyzed using SPSS 

(version 27). Descriptive statistics 

summarized participant characteristics and 

app usage patterns. Bivariate and 

multivariate regression analyses were 

conducted to examine associations between 

loan app experiences and mental health 

outcomes. 

Qualitative interviews were transcribed 

verbatim and analyzed using thematic 

analysis via NVivo software. Coding was 

both deductive (based on pre-identified 

themes such as “financial stress” and 

“harassment”) and inductive, allowing for 

emergent patterns. Triangulation of 

qualitative and quantitative findings 

enhanced the robustness of interpretations. 

5. Ethical Considerations 

Ethical approval was obtained from the 

University of Lagos Research Ethics 

Committee. All participants gave informed 

consent before participating. Confidentiality 

was assured, and all personally identifiable 

information was anonymized. Given the 

potentially distressing nature of the topic, 

participants were provided with a list of 

mental health support resources at the end of 

the survey and interviews. 

 

Results:  

Data Analysis 

Quantitative and qualitative data were analyzed to explore the relationship between digital loan 

app usage and mental health outcomes among Nigerian youth. 

Socio-Demographic Characteristics of Respondents 

Table 1 presents the socio-demographic profile of the 600 survey respondents. 
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Table 1: Socio-Demographic Characteristics of Respondents (n = 600) 

Variable Frequency (n) Percentage (%) 

Gender 
  

Male 320 53.3 

Female 280 46.7 

Age (years) 
  

18–24 240 40.0 

25–29 200 33.3 

30–35 160 26.7 

Education Level 
  

Secondary School 90 15.0 

Tertiary Education 510 85.0 

Employment Status 
  

Employed 210 35.0 

Unemployed 170 28.3 

Student 220 36.7 

Interpretation: Of the 600 respondents, 53.3% were male and 46.7% were female, with a mean 

age of 25.8 years (SD = 4.7). The majority (85.0%) had tertiary education, and 36.7% were 

students, while 35.0% were employed and 28.3% unemployed. This sample reflects a young, 

educated population actively engaging with digital technologies. 

Patterns of Digital Loan App Usage 

Table 2 summarizes participants’ usage of digital loan apps. 

Table 2: Digital Loan App Usage Patterns 

Variable Frequency (n) Percentage (%) 

Apps Used in Past 12 Months 
  

FairMoney 320 53.3 

PalmCredit 250 41.7 

Branch 180 30.0 

Carbon 140 23.3 

https://www.ijresd.net/


(ISSN) Print: 2992-5665 and Online: 2992-5673 

Impact Factor: 5.5   ||  https://www.ijresd.net  
Vol 7 Issue 2. Jan, 2025 

 

 
INTERNATIONAL JOURNAL OF EDUCATION, RESEARCH AND SCIENTIFIC DEVELOPMENT 

https://www.ijresd.net (ISSN) Print: 2992-5665 and Online: 2992-5673 

345 

Loan Frequency 
  

Once 100 16.7 

2–5 times 330 55.0 

More than 5 times 170 28.3 

Repayment Experience 
  

On time 250 41.7 

Delayed with penalties 280 46.7 

Defaulted (unpaid) 70 11.6 

Interpretation: Over half of respondents (55.0%) reported using digital loan apps 2–5 times 

within the past year, while 28.3% had borrowed more than five times. The most commonly used 

apps were FairMoney (53.3%), PalmCredit (41.7%), and Branch (30.0%). Regarding 

repayment experiences, 46.7% had delayed repayments and incurred penalties, and 11.6% had 

defaulted on their loans at least once. 

Mental Health Outcomes 

Mean scores of psychological distress and perceived stress were computed. Higher scores 

indicated greater distress. 

Table 3: Mental Health Measures 

Scale Mean (SD) Interpretation 

Kessler Psychological Distress (K10) 25.4 (8.7) Moderate distress 

Perceived Stress Scale (PSS) 21.2 (6.5) Moderate stress 

Interpretation: The mean Kessler Psychological Distress Scale (K10) score was 25.4 (SD = 8.7), 

indicating moderate psychological distress on average. Similarly, the Perceived Stress Scale 

(PSS) yielded a mean score of 21.2 (SD = 6.5), signifying moderate stress levels among 

respondents. 

Relationship Between Loan App Usage and Mental Health 

Chi-square tests were conducted to assess associations between loan frequency, repayment 

experiences, and mental health distress (categorized as Low, Moderate, High based on K10 

cutoffs). 

Table 4: Association Between Loan Frequency and Psychological Distress 

https://www.ijresd.net/


(ISSN) Print: 2992-5665 and Online: 2992-5673 

Impact Factor: 5.5   ||  https://www.ijresd.net  
Vol 7 Issue 2. Jan, 2025 

 

 
INTERNATIONAL JOURNAL OF EDUCATION, RESEARCH AND SCIENTIFIC DEVELOPMENT 

https://www.ijresd.net (ISSN) Print: 2992-5665 and Online: 2992-5673 

346 

Loan 

Frequency 

Low Distress 

(n, %) 

Moderate Distress 

(n, %) 

High Distress 

(n, %) 

χ² (df) p-value 

Once 60 (60.0%) 30 (30.0%) 10 (10.0%) 

  

2–5 times 90 (27.3%) 170 (51.5%) 70 (21.2%) 25.42 

(4) 

<0.001* 

>5 times 20 (11.8%) 80 (47.1%) 70 (41.2%) 

  

*Significant at p < 0.05 

Interpretation: A significant association was observed between the frequency of loan app usage 

and psychological distress (χ² = 25.42, p < 0.001). Youth who borrowed more than five times 

exhibited markedly higher levels of psychological distress (41.2% classified as high distress) 

compared to those who borrowed only once (10.0% high distress). 

Logistic Regression Analysis 

A multivariate logistic regression was conducted to examine predictors of high psychological 

distress. Independent variables included loan frequency, repayment experience, and socio-

demographic factors. 

Table 5: Logistic Regression Predicting High Psychological Distress 

Variable Odds Ratio (OR) 95% CI p-value 

>5 Loan Uses (ref: Once) 3.75 2.10–6.69 <0.001* 

Delayed Repayment (ref: On time) 2.41 1.45–4.00 0.001* 

Defaulted Loan 4.92 2.35–10.3 <0.001* 

Female (ref: Male) 1.32 0.90–1.93 0.145 

Age 25–29 (ref: 18–24) 1.12 0.70–1.80 0.624 

*Significant at p < 0.05 

Interpretation: Additionally, respondents who had defaulted on loans or experienced delayed 

repayments reported significantly higher distress levels compared to those who consistently repaid 

on time. Logistic regression analysis confirmed that frequent loan use (>5 times) (OR = 3.75, p 
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< 0.001), delayed repayment (OR = 2.41, p = 0.001), and loan default (OR = 4.92, p < 0.001) 

were significant predictors of high psychological distress. 

Qualitative Findings 

Thematic analysis of the 30 interviews 

revealed three recurring themes: 

• Emotional Distress from 

Harassment: Many participants 

recounted experiences of public 

shaming, threatening messages, and 

calls to contacts from loan app agents. 

• Fear of Legal and Social 

Consequences: Users expressed 

constant anxiety over potential legal 

actions and damage to their social 

reputation. 

• Coping Strategies: Some 

participants reported avoidance 

behaviors (ignoring calls), reliance on 

social support (borrowing from 

friends/family to repay), and in a few 

cases, suicidal ideation during peak 

distress. 

Qualitative Insights 

In-depth interviews illuminated the 

psychosocial impacts of digital loan 

borrowing. Three major themes emerged: 

1. Emotional Distress from 

Harassment 

Many participants recounted 

experiences of intimidation and 

public shaming by loan app agents, 

including unsolicited calls to family 

and friends. A 24-year-old male 

respondent from Lagos stated: 

“They called my mother and 

told her her son is a 

criminal… I couldn’t sleep for 

days.” 

2. Fear of Legal and Social 

Consequences 

Participants described persistent 

anxiety stemming from fears of legal 

action, reputation damage, and 

employment risks due to defaulting. 

A female respondent from Enugu 

shared: 

“I lost my job interview 

because they messaged my 

referee saying I was a debtor.” 

3. Coping Mechanisms 

Coping strategies ranged from 

avoidance behaviors (blocking 

calls), seeking informal financial 

help, to in extreme cases, suicidal 

ideation during periods of heightened 

financial pressure. However, social 

support from friends and family 

emerged as a crucial buffer for many. 

Discussion 

This study explored the mental health effects 

of digital loan app usage among Nigerian 

youth, with a focus on how borrowing 

frequency, repayment experiences, and 

harassment from loan agents contribute to 
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psychological distress. The findings 

demonstrate a clear and concerning 

relationship between digital borrowing 

behaviors and adverse mental health 

outcomes, echoing emerging global concerns 

about digital financial services and mental 

well-being. 

Prevalence and Patterns of Digital Loan 

Use 

Consistent with Adewale & Oladipo (2022), 

who reported high uptake of mobile lending 

platforms among Nigerian youth due to their 

accessibility and minimal collateral 

requirements, our study found widespread 

engagement with digital loan apps — with 

83.3% of respondents borrowing multiple 

times within a year. The predominance of 

apps such as FairMoney and PalmCredit 

aligns with their dominance in Nigeria’s 

rapidly expanding fintech lending 

ecosystem (CBN, 2023). These patterns 

suggest that digital loans have become a 

significant financial coping mechanism for 

youth facing unemployment, 

underemployment, and academic 

expenses, as also noted by Chukwuemeka et 

al. (2021). 

Mental Health Implications of Digital 

Borrowing 

Our study revealed that frequent borrowing, 

delayed repayment, and loan defaults are 

significantly associated with higher 

psychological distress levels. Youth who 

borrowed over five times were nearly four 

times more likely to experience high distress 

than those who borrowed only once. 

Similarly, loan default emerged as the 

strongest predictor of distress (OR = 4.92, p 

< 0.001). These findings corroborate Okoye 

& Onwuegbuchi (2021), who observed 

rising cases of anxiety, depression, and 

suicidal ideation among over-indebted 

microfinance borrowers in southeastern 

Nigeria. 

Qualitative insights enriched these statistical 

associations by exposing the emotional toll 

of harassment from loan app agents. Reports 

of intimidation, public shaming, and threats 

to personal contacts mirror findings from 

Global Investigative Journalism Network 

(2022), which documented exploitative debt 

collection practices among unregulated 

digital lenders in Africa. These aggressive 

tactics, while effective for short-term 

recovery, appear to exacerbate mental 

health strain, damaging users' self-esteem, 

social relationships, and economic prospects. 

Comparison with Global Literature 

Globally, concerns about digital financial 

stress are growing. Studies in India (Kumar 

& Singh, 2021) and Kenya (Mwangi & 

Wanyoike, 2020) have similarly linked 

mobile lending platforms to cycles of over-

indebtedness and mental health decline. 

However, unlike microfinance institutions, 

Nigerian digital loan apps often operate 

with weaker regulatory oversight, 

amplifying borrower vulnerability. The 

absence of clear consumer protection 

frameworks—despite recent interventions by 

the Federal Competition and Consumer 

Protection Commission (FCCPC)—further 
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complicates mental health risks (FCCPC, 

2023). 

Implications for Policy and Practice 

The findings underscore urgent policy and 

public health implications. First, there is a 

need for stricter regulation of digital 

lending practices, especially concerning 

data privacy, debt collection methods, and 

interest rate transparency. The FCCPC’s 

efforts to license and monitor loan apps 

should be accelerated and expanded 

nationwide. 

Second, mental health services targeting 

youth must integrate financial counseling and 

support for individuals facing digital debt 

crises. Universities, youth organizations, and 

fintech companies could collaborate to 

provide financial literacy programs that 

promote responsible borrowing and 

budgeting. 

Finally, app developers and digital lenders 

must adopt ethical debt recovery practices, 

such as clear communication, humane 

repayment plans, and access to dispute 

resolution mechanisms. Embedding “debt 

relief support” features within loan apps—

such as temporary payment moratoriums or 

mental health resources—may mitigate 

distress. 

Conclusion 

This study has provided compelling evidence 

that the widespread use of digital loan apps 

among Nigerian youth is intricately linked to 

heightened levels of psychological distress, 

particularly for individuals who engage in 

frequent borrowing, experience delayed 

repayments, or default on loans. While digital 

lending platforms have improved financial 

access and convenience, their aggressive debt 

recovery practices, opaque lending terms, 

and lack of adequate borrower protection 

have introduced significant mental health 

risks. 

The findings emphasize that digital financial 

inclusion, if unregulated and unsupported, 

can inadvertently undermine the well-being 

of its target beneficiaries. As such, a balanced 

approach that combines financial innovation 

with robust consumer protection and 

mental health safeguards is critical to 

ensuring that the benefits of digital lending 

do not come at the cost of long-term 

psychological harm. 

Recommendations 

For Policymakers and Regulators 

• Strengthen Regulation and 

Oversight 

The Federal Competition and 

Consumer Protection Commission 

(FCCPC) and the Central Bank of 

Nigeria (CBN) should enforce 

stricter licensing and compliance 

requirements for digital lenders. Clear 

guidelines on ethical debt collection 

practices, interest rate caps, and 

transparent loan terms must be 

established and enforced. 

• Enhance Data Privacy Protections 

Regulations should limit the extent to 
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which digital lenders can access and 

misuse borrower contacts or personal 

data during loan recovery. Violations 

should attract sanctions to deter 

predatory practices. 

• Establish Credit Counseling 

Services 

Government agencies should create 

public credit counseling centers or 

hotlines where indebted youth can 

receive advice, debt management 

plans, and referrals to mental health 

support where necessary. 

 

For Fintech Companies and Digital 

Lenders 

1. Adopt Ethical Lending and 

Recovery Practices 

Lenders should prioritize user 

education, provide clear loan terms, 

and use humane, respectful 

communication during recovery. 

Flexible repayment options, grace 

periods, and debt restructuring should 

be offered to distressed borrowers. 

2. Integrate Support Features in Loan 

Apps 

Loan apps should include in-app 

features that offer financial literacy 

resources, debt calculators, and 

links to mental health helplines for 

borrowers showing signs of distress. 

For Educational Institutions and Youth 

Organizations 

• Promote Financial Literacy 

Youth-oriented organizations and 

universities should run awareness 

campaigns and workshops that 

educate young people about 

responsible borrowing, interest 

rate implications, and strategies to 

avoid over-indebtedness. 

• Integrate Mental Health Support 

Counseling units and peer support 

groups should be sensitized to 

recognize and address debt-related 

anxiety and depression among 

students and young professionals. 

For Future Research 

• Longitudinal Studies 

Future studies should adopt 

longitudinal designs to examine how 

digital loan usage affects mental 

health over time and assess the long-

term consequences of indebtedness. 

• Intervention Studies 

Research evaluating the effectiveness 

of financial counseling, regulatory 

reforms, and in-app support 

interventions on reducing borrower 

distress would provide valuable 

evidence to guide best practices. 
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