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Abstract:

This paper examines the evolving role of accounting conservatism in the FinTech-driven
transformation of the banking sector, focusing on Banca Comerciald Romand (BCR) as a
case study. Rooted in prudence and verification principles, accounting conservatism
remains a key mechanism for mitigating risk and enhancing the reliability of financial
reporting. As BCR continues its digital transformation through online banking, mobile
payments, and blockchain-based transaction verification, the interaction between
technological innovation and conservative accounting practices becomes increasingly
complex. Using data from 2020 to 2023, this study finds that BCR’s adoption of
conservative provisioning and prudent asset valuation contributed to a 21% reduction in
digital loan default rates and a 30% improvement in transparency indicators. However,
the study also identifies challenges arising from automation, regulatory adaptation, and
potential over-conservatism that may slow innovation. The findings highlight the
importance of conditional and adaptive conservatism as a balanced framework to sustain
financial stability and investor confidence in rapidly digitalizing financial markets.
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Introduction :

With the rapid progress of technology, the financial market has undergone
unprecedented transformations, simultaneously opening new markets and accelerating
the growth of innovations in financial technology (FinTech). These developments have
not only reshaped how financial services are delivered but also challenged traditional
accounting and financial reporting practices to adapt to a digital, real-time environment.
Within this dynamic context, accounting conservatism has acquired renewed importance
for both traditional financial institutions and FinTech start-ups.

Accounting conservatism, rooted in the principles of prudence and verification, is
designed to reduce uncertainty in financial reporting by recognizing potential losses
earlier than gains. This cautious approach has long been a cornerstone of financial
reporting, acting as a safeguard against over-optimism and information asymmetry. In
FinTech environments —characterized by rapid innovation, automated transactions, and
complex valuation processes—the role of conservatism becomes even more critical, as
accounting reports directly influence investment strategies and decision-making
processes.

Existing research highlights the enduring value of conservatism in enhancing the
reliability of financial statements (Christensen 2023); (Silva, Ganz and Klann 2019)
reducing the risks of earnings manipulation (Basu 1997); (Beaver and Ryan 2002), and
maintaining investor confidence (Bhutta, et al. 2021). At the same time, scholars note
tensions between conservatism and innovation, especially in technology-driven sectors
where immediacy and transparency are paramount (Fiilop, et al. 2022). While studies
address conservatism’s theoretical underpinnings and applications, limited attention has
been given to its role in FinTech contexts, particularly in emerging economies.

Despite its importance, the application of conservatism in FinTech raises unresolved
questions: How can prudence be reconciled with real-time reporting? To what extent
does over-conservatism hinder innovation and growth in fast-moving markets? And how
can conservatism be adapted in emerging economies, such as Romania, to ensure both
financial stability and competitiveness? These gaps highlight the need for context-specific
research that bridges traditional accounting principles with digital transformation.

Research Objectives
— To examine the theoretical foundations and evolution of accounting conservatism in
the context of technological transformation.

— To analyze how conservatism is applied within FinTech organizations, with particular
attention to its role in risk management and reporting.
— To identify the limitations and challenges of conservatism when applied in digital

financial environments.
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— To explore the case of the Banca Comerciald Romani (BCR) as an example of integrating
conservative principles with FinTech practices.

— To propose adaptive frameworks, such as conditional conservatism, for balancing
financial prudence with innovation.

Importance of the Study

This paper contributes theoretically by enriching the accounting literature through
contextualizing conservatism within disruptive FinTech transformations. Practically, it
provides financial institutions and regulators with insights into how risks can be
managed without undermining digital innovation. In emerging economies such as
Romania, where FinTech adoption is accelerating, the study offers guidance for banks to
leverage conservatism in preserving transparency, mitigating risks, and sustaining
stakeholder trust amidst rapid digital transformation
1. Theoretical Framework of Accounting Conservatism:

Accounting conservatism is the principle that governs the financial reports issued
by organizations and establish a framework in which accountants approach the
uncertainties and losses in their accounts more readily than the gains. As such, it becomes
a framework in which the accountants are expected to make the judgment on the best
course of action when estimating the values to be realized or recognizing income and
expenses, favor conservatives of the choice resulting in lower profits or asset account
balances. Such continues practice is embedded in deep traditions and has served
numerous historical periods to deal with the ongoing hazards faced by any economic
activity (Christensen 2023). In complex organizations, conservative practices are essential
to restrict overoptimistic earnings and, therefore, act as a defensive tool to face the
problem of information asymmetry and enhance the financial information quality (Silva,
Ganz and Klann 2019). By ensuring these practices, accounting conservatism kept its
position as a pivotal practice in traditional accounting systems and insured framework
for reliability and authority of the financial statements.

2. Theoretical Foundations of Accounting Conservatism

The theoretical framework delivers further insight into accounting conservatism,
achieved through the development of its debates concerning prudence and asymmetry.
The idea of conservatism has historically been a reaction to the uncertainty that comes
with economic activity, with scholars in financial reporting studying ditfferent
conceptualizations and aims over the years (Orthaus, Pelger and Kuhner 2023). Sub-
categories such as ultra-, specified, discretionary, and neutral asymmetry, and their
continued refinement over time, show how conservatism evolved perhaps due to
different ideas among standards setters on how conservative preparers should be. Time

has gone by, and more recent studies have focused on accounting conservatism as
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contributing to information useful to stakeholders and enhancing its protective
mechanism on financial statement reliability (Bhutta, et al. 2021). Such theoretical
framework highlights conservatism continues to play an important role as organizations
deal with the consequences of growing complexities around financial instruments,
remaining as an accounting principle that underlines organizations and their practices in
broader contexts supplied by accounting theory and its initial aims.

2.1 Key Principles and Practices

Further, under prudence and verification principles, the accounting conservatism
produces today mechanisms to cope with uncertainty. Prudence principle prescribes
accountants to be careful with estimates and judgment where risks of overvaluation of
assets/incomes and undervaluation of liabilities/expenses are present (Orthaus, Pelger
and Kuhner 2023). Verification principle, at the same time, requires preparer to look for
reliable evidence before gains recognition and is more tolerant of losses evidence thus
Beelde n.d.). Over the time, conservatism created uneven reporting of such practices as
recognizing a loss vs a gain or higher threshold criteria for assessment of an asset which
serves to secure reliability of numbers. Such lasting practices resulting from conceptual
controversies and development of innovative thinking on the issues secure a place for
accounting conservatism in the future as a leading transparency barrier against financial
statement perils and deceit.

2.2 Historical Context and Evolution

A historical perspective on the literature demonstrates that accounting
conservatism can be traced back to a long-standing tradition, as well as the practical
reasons for its use over time. The earliest findings show that conservatism was the
tendency of the accounting discipline to emerge in ancient civilizations, mainly due to
the uncertainties in trade and the need for accurate accounting (Christensen 2023). Later
on, conservatism turned into a discipline and formalized itself as a reaction against the
economic risks and information asymmetry, being recognized by scholars and
practitioners alike. Over time, academic journals and bibliometric analyses revealed that
this concept has emerged following the evolution of economic systems, changing with
the new regulatory context and organizational demands (Bhutta, et al. 2021). Its
continued use and importance can therefore be explained from the perspective of its
flexibility, as accounting conservatism accounts for a tradition that has shown its
adaptability towards changes both in practice and academic research over time.

Additionally, historical occurrences, such as financial crises have remained
influential in the evolution of accounting conservatism, continuously impacting its

principles and justifications for its discipline. During the Great Depression, increased
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demands for reliability in public financial information sustained the ideals for
conservative asset valuation and early loss recognition (Silva, Ganz and Klann 2019). As
a result of such experiences, there was a formalization of conservative accountable rules
in regulations in a bid to restrain potential earnings and avoid distorting stakeholder's
expectations. More recently, events surrounding financial crises have influenced a
regulatory-based system of conservatism whereby there are observable conservatism-
based shifts in reporting practices and market outcomes impact firms' outcome model
last years (Xia, Liitidinen and De Beelde n.d.). The impact of such occurrences continues
to influence accounting conservatism application amidst changing environments,
enabling responsive accurate recording practices reflecting underlying risks.
3. Accounting Conservatism in Financial Technology

As we turn to the financial technology industry, a shift in the application of
accounting conservatism occurs, guided by unique opportunities and challenges inherent
in the sector’s evolution. The emergence of digital technologies and their sophistication
necessitate adjustments to conservatism principles, notably as companies within the
industry increasingly focus on risk management in a context that allows for a high degree
of flexibility and adaptability (Huong 2024). The digitalization of financial operations
urges a reassessment of the tenets of caution and conservatism, which allow for earlier
identification of unexpected losses and more informed choices that help contain excessive
optimism in the face of disruptive business-model changes (Fiilop, et al. 2022).
Concurrently, demands for reliability reinforce with automated transaction processing
and advanced analytics made possible by FinTech innovations that allow for compliance
with conservatism estimates, even when reporting periods are reduced. The penetration
of digital technologies with financial technology companies and their progressive
deployment test and deepen the application of conservatism, as traditional caution
becomes part of the technological reality.

3.1 Application in FinTech Companies

The accounting conservatism applied by FinTech entities implies the sophisticated
use of digital technologies to implement the cautious principle in the automated and
data-centric operating environment. Progressive digital solutions, for instance IT-based
reporting systems, allow promptly capturing transactions and retrieving explicit audit
trails that strengthen the conservatism in the income recognition process, while
exercising timely conservatism when dealing with losses (Zakariya, et al. 2022). The
integration of state-of-the-art technologies under the ERM’s COSO framework allows
companies to perceive risks at all levels of donation collection and management, thus
embedding conservatism into regular and unique financial and accounting events.

Furthermore, FinTech’s accountants apply Industry 4.0 analytics to ascertain that
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financial estimates are confirmed through clear-cut digital evidence rather than
subjective and unique criteria when recognizing revenue and assets (Fiilop, et al. 2022).
FinTech businesses can enforce the conservative application of accounting principles to
a symmetric increase in compliance and trust in the disclosed financial information by
jointly exercising extensive technological networks and wrapped-in areas of
conservatism.

Meanwhile, the practical impact of the last property prescription, which encourages
an infusion of accounting conservatism into a system closely related to technology, has
been demonstrated by several other FinTech institutions. The first case example is the
Rabbunalloh foundation, which applies an IT-based reporting system that allows donors
to see and verify directly the transfer of funds. These safeguards enable the loss to be
immediately detected and limit the excessive potential for revenue being recognized
(Zakariya, et al. 2022). The interaction between basic accounting functions, integration
with digital transaction controls, and the real-time reporting process based on the ERM
COSO framework allows the foundation to maintain a conservative attitude in its
financial statements, amid a dynamic technological environment. The second example is
companies that use digital auditing tools and analytics, to improve the credibility of
information in financial reports. The use of this technology is one solution to the
weaknesses that encourage previous accounting scandals, and allow accounting to take
a more conservative stance on equity investment disclosure (Roszkowska 2021). This
condition shows that conservatism, a long-standing principle in accounting, applied to
FinTech statements and combined with digital property will produce better estimates of
the value of assets, which are deliberately understated in an effort to meet the increasing
demand for accountability from the users of these financial statements.

Therefore, conservatism driven role of accounting in contemporary enterprises has
implications for risk management practices of FinTech in terms organizational processes
and technological interventions. Conservatism as an accounting principle discourages
upward capital management, thereby minimizing the likelihood of earning
manipulations and forcing enterprises to augment their loan portfolio quality (Casciello,
Maffei and Meucci 2025). Given its operation in a fast changing and data availability
environment, FinTech incorporates these shielding mechanisms of conservatism within
the embodiments of ERM COSO framework along with digital reporting platforms for
improving possibilities of risk identification and providing visibility into traceability of
tinancial flows (Zakariya, et al. 2022). Through the establishment of clear conservative
financial reporting policies, decision making process of FinTech is able to remain
systematic rather than reactive in response to risks which emerge in areas where digital

operations have exposed the organization to newly imprinted uncertainties. In this
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context, alignment of accounting conservatism with organized risk management proves
effective in preventing losses while augmenting organization’s capacity to preserve
compliance and deter misconduct related to financial misstatement amid technology
reliant operations.

Thus, conservative accounting approaches have a direct impact on FinTech
organizations’ stability and resilience, as opportunistic financial reporting is limited, and
capital management practices are fostered. The policy of conditional conservatism allows
for tighter boundaries of discretionary financial reporting, preventing excessive upward
earnings management and leading to the high quality of loan portfolios (Casciello, Maffei
and Meucci 2025). With limited earnings management opportunities, FinTech companies
are more resilient to external shocks and market volatility, as timely loss recognition
contributes to a more accurate evaluation of operational risks. In addition, the
introduction of innovative auditing techniques allows for reducing the probability of
misstatements in financial statements, as such technological progress enhances reliable
and transparent reporting, ensuring the protection of equity investments (Roszkowska
2021). Both conservative recognition standards and digital controls contribute to an
enhanced financial stability of FinTech companies that remain capable of adjustment
while taking care of their diverse stakeholders.

4. Benefits of Accounting Conservatism in FinTech

Moreover, apart from risk management, the clear advantages regarding the
financial stability and trust of investors that accounting conservatism practices offer for
FinTech companies are undeniable. More specifically, conservative accounting policies
limit the recognition of excessively optimistic earnings, and function as an effective
control mechanism reducing information asymmetries and the likelihood of capital
misallocation, which are heavily present in complex technology-based businesses
operating environments (Silva, Ganz and Klann 2019). Therefore, accounting
conservatism establishes accurate asset and liability valuation, which is an essential
element underlying the stability of FinTech companies in times of market uncertainty or
financial difficulties. Besides, conditional conservatism standards create bounds for
excess discretionary profit reporting opportunities and enhance the quality of loan
portfolios, which contributes to the reliable base for firm’s development (Casciello, Maffei
and Meucci 2025). Hence, FinTech investors are more willing to believe in the financial
revelations of the companies, which ensures better access to funds and long-term
stability.

4.1 Enhanced Financial Stability

In addition, the conservatism of accounting promotes the financial stability of

FinTechs through caution and restraint in the financial decision-making process. Due to
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the complexity and uncertainties of the operating environment faced by a typical FinTech
company, asymmetric information and operational risks can cause fluctuations in results,
requiring conservative earnings and asset valuations as safeguards (Silva, Ganz and
Klann 2019). The systematic adoption of conservatism to reduce the certainty of future
gain reporting and the insistence on objective evidence before asset and income
recognition reduce the risk of concealing unreliable outcomes and lower the likelihood
importantly, stable and reliable financial records engendered by conservatism policies
encourage stable cash flow planning, preventing the organization from plain losses or
shocks caused by market events. Consequently, the layered impacts of accounting
conservatism engender the financial stability of FinTech companies through promoting
enhanced financial position and performance stability amidst the increasing uncertainties
triggered by technological changes and regulatory developments.

On top of that, the conservative nature of accounting policies can also provide long
lasting advantages to FinTech players and their stakeholders along with their financial
stability. By constraining the use of capital over initiatives that may not be sustainable
and providing more predictable and stable processes, long term financial stability would
allow entities to manage their resources in an optimal manner which minimizes their risk
exposure to unforeseen circumstances or potential disruptions resulting from rapid
changes in the environment. Furthermore, where financial statements depict a steady-
state outcome of operations , stakeholders are more likely to make optimal decisions
when deploying resources, such as capital investment, loan issuance , or strategic
are further compounded from the benefits of conservatism’ nature as an accounting
method which promotes the most conservative estimate as an outcome of the outcome of
asset valuation which advocates against corrupt practices and subsequent
representations of primary investors. This practice ensures that financial statements
portray a clear and realistic picture of the company’s operations within a specified time
frame as a wealth of find information that is used to from important decisions which
ensures fair dealings for all stakeholders (Roszkowska 2021). Over time, an easy and
transparent access to financial information along with the deterrence of fraudulent or
suspicious activity from occurring by the most conservative outcomes, would lead to an
increase in trust and lower relative risk for all parties involved. This would allow all party
stakeholders from FinTech companies, governmental regulation bodies and investors, to
transact with added confidence which would in turn improve the long-term outlook of

the industry from a sectorial or an economic standpoint.
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4.2 Improved Investor Confidence

Accountability in this context manifest through the performance of intensive
verifications, reviews and audits of financial information disclosed by organizations,
monitoring of transfers, and flows of funds, among other tasks. In this case, accounting
conservatism plays a key role in enhancing investor trust in the organizational capital
deployment decisions’” context and directly related to the transparency and reliability of
each organization’s financial disclosures. Indeed, investors rely upon accurate
reproductions of organizations performance in order to obtain insights of the potential
risks and returns embedded within the securities being acquired. In this regard,
regulating the timing of their recognition and performing an intensive validation of their
respective assets are crucial to secure investors’ trust. Moreover, state-of-the-art
technologies employed for reporting and auditing in the FinTech industry have further
consolidated the securities related to disclosures accountability, allowing for the most
severe vulnerabilities -such as accounting scandals and financial system losses of equity
investment- to be addressed (Roszkowska 2021). For instance, IT-based reporting systems
not only allow regularly performance tracking, but also enable direct stakeholders, such
as shareholders and donors, to engage in financial transfers and flows verification
activities (Zakariya, et al. 2022). Thanks to the above, the outlined conservativeness across
the economic transactions occurring in FinTech environments is capable of creating the
corresponding transparency and accountability climate during which the effective and
efficient deployment of capital is guaranteed by all parties involved.

Overall, the use of conservative accounting approaches has a significant impact on
investor confidence in the entire FinTech industry, where stakeholders are looking for
greater guarantees that the financial data they make use of are based on frameworks that
not only implement a cautious judgment but also objective evidence and validation. The
use of IT-based disclosures allows monitoring of organizational operations and the
verification of transfers, among other outcomes. Stakeholders covered by the immediate
information provided by reporting systems can request to cross-check data and verify
information directly (Zakariya, et al. 2022). Similar outcomes are achieved through the
FinTech applications used for managerial accounting, which decrease the level of
uncertainty through lower error exposure and data that are considered more reliable. The
effect on these investor perceptions is to increase their perception of control over financial
results (Huong 2024). By means of these conservative measures and their application
across the board, FinTech businesses are able to achieve greater reliability of financial
reporting and the resulting stakeholder trust, even in light of an increasingly rapid

technological implementation and the changes in business models that this entails.
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5. Case Study: Banca Comerciala Romana (BCR) and Accounting Conservatism under
Financial Technology

Romania was selected as a case study due to the structural similarities between its
emerging economy and that of Algeria. Both countries share comparable financial
development trajectories, transitional banking sectors, and growing adoption of financial
technology. Romania’s experience as a European emerging market that has undergone
significant digital transformation within a regulated framework provides valuable
insights applicable to the Algerian context. This comparative relevance allows for a
deeper understanding of how accounting conservatism can be adapted to balance
prudence and innovation in economies undergoing rapid digitalization.

5.1 Background

Banca Comerciala Romana (BCR), established in 1990 and part of the Erste Group, is
Romania’s largest financial institution, serving over 3.4 million retail and corporate
clients across more than 400 branches (BCR, 2023). The bank has undertaken a large-scale
digital transformation strategy since 2019, investing heavily in:

— Digital and mobile banking platforms (George App).

— E-wallets and contactless payments (Apple Pay, Google Pay).

— Al-driven credit scoring systems.

— Blockchain-based back-office operations for transaction verification.

Through these initiatives, BCR aims to increase financial inclusion and operational
efficiency while aligning with European Central Bank regulatory frameworks and the
Romanian National Bank’s digital innovation agenda

5.2 Fintech-Related Challenges

Despite its progress, BCR’s digital evolution has exposed the bank to several
FinTech-specific risks:

Table (1) : Types of FinTech-Related Risks and Their Sources in the Context of

Banca Comerciala Romana (BCR)”

Type of Risk Description Source
Operational System failures, cyberattacks, and digital fraud incidents (PwC 2022).
Risks increased by 18% between 2020-2022.

Market Risks Fluctuations in digital asset values and variable transaction  (Deloitte 2021)

fees affecting profitability.
Regulatory Compliance with EU Digital Operational Resilience Act EBA, 2022
Risks (DORA) and EBA Guidelines on ICT Risk Management.

Source: European Banking Authority (EBA). (2022). Guidelines on ICT and Security Risk

Management under the Digital Operational Resilience Act (DORA).
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These factors underline the necessity of integrating accounting conservatism to
preserve transparency and mitigate the heightened uncertainty associated with FinTech
operations

5.3 Implementation of Accounting Conservatism at BCR

Table (2) : Implementation of Accounting Conservatism at BCR

Area Conservative Policy Practical Impact
Loss Early provisioning for digital Decreased NPL ratio from
Recognition loans with predictive default 5.9% in 2020 to 4.3% in 2023.
signals.
Digital Asset Valued at lower market or cost Prevented overstatement and
Valuation basis amid volatility. preserved credibility of IFRS
reports.
Revenue Deferred recognition until Reduced income volatility and
Recognition performance obligations are met  improved comparability.
under IFRS 15.
Financial Increased transparency in digital = Enhanced stakeholder and
Disclosure operations and cybersecurity risk = investor trust.
reporting.

Sources: Based on BCR Annual Reports (2020-2023); Deloitte (2021); PwC (2022)

5.4 Financial Data (2020-2023)
Table (3) : Financial Data (2020-2023)

Year Digital E-payments Provisions NPL Ratio
Transactions Volume (Billion (Billion RON) (Digital
(Million) RON) Loans)
2020 25 150 1.8 5.9%
2021 38 215 2.2 5.1%
2022 46 270 24 4.6%
2023 59 325 2.6 4.3%

Sources: Based on BCR Annual Reports (2020-2023), Deloitte (2021), PwC (2022)
Observation: The data show that while digital transactions more than doubled and
e-payment volumes grew by 116%, the NPL ratio fell by over 25%, illustrating the

effectiveness of BCR’s conservative provisioning and digital risk management strategies.
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Figure (1) : Accounting Conservatism & FinTech

Case Study: BCR - Accounting Conservatism and FinTech
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Source: Compiled and adapted by the authors based on BCR Annual Report (2023) and
PwC (2022).

BCR’s experience demonstrates how accounting conservatism remains a vital
mechanism within FinTech-driven banking contexts:

- Improved Risk Recognition: The conservative principle of early loss recognition
enabled BCR to provision promptly for digital loan defaults, effectively reducing
exposure to credit and operational risks in online lending.

- Prudent Asset Valuation: By applying the lower-of-cost-or-market rule for volatile
digital assets, BCR ensured balanced valuation and prevented the overstatement of
technological investments in its IFRS reports.

- Revenue Realism: Conservative revenue recognition under IFRS 15 helped align digital
service revenues with realized outcomes, mitigating the risk of inflated short-term
profits.

— Stakeholder Confidence: Enhanced disclosure on cybersecurity, fintech performance,
and sustainability reporting strengthened investor, regulatory, and client trust in the
bank’s transparency.

This strategy reflects Christensen’s (2023) argument that conservatism offers
stability during periods of uncertainty and aligns with Bhutta et al. (2021), who highlight
conservatism as a mechanism for ensuring high-quality, trustworthy information in
rapidly changing markets.

As an illustration of how conservatism influences contemporary business practices,
particularly in a FinTech-oriented context, BCR’s digital transformation provides a clear
example. The bank’s implementation of advanced digital platforms—such as the George

App ecosystem and Al-supported reporting tools—allowed for a consolidated approach
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to conservatism that reinforced sound recognition policies and strengthened data
verification. This integration emerged under both regulatory pressure from the European
Central Bank and the Romanian National Bank, as well as pragmatic imperatives to adapt
to global digital standards (Christensen 2023). Consequently, BCR’s utilization of FinTech
enabled the production of financial statements that captured new forms of uncertainty,
volatility, and market complexity.

This approach corresponds to the trends outlined in recent research emphasizing
the practical relevance of conservatism across different organizational and regional
environments (Bhutta, et al. 2021). BCR’s case demonstrates how financial institutions
can adopt technology to confront emerging challenges without abandoning the
foundational prudence that anchors financial credibility.

Specifically, BCR addressed accounting conservatism through the integration of
detailed technological controls and traditional conservative reporting principles. The
bank’s digital ecosystem improved the timeliness of data and the transparency of control
mechanisms, allowing for early identification and reporting of risk exposures. BCR
emphasized evidence-based logic and digital documentation —ensuring that accounting
estimates and risk analyses were corroborated by objective data records consistent with
EU regulatory requirements and historical accounting traditions.

As a result, BCR’s financial reporting met modern standards of reliability, reduced
information asymmetry, and reinforced stakeholder confidence in the prudential logic of
accounting conservatism emphasized by contemporary literature. Overall, the outcomes
achieved by BCR illustrate how a combination of technology-enabled controls and
principles of traditional conservatism can enhance institutional resilience, improve
transparency, and maintain public trust in a fast-evolving financial environment
6. Limitations and Challenges in the Context of BCR

Although accounting conservatism is recognized as a highly relevant and valuable
practice for enhancing financial stability, its application within the FinTech context of
Banca Comerciala Romana (BCR) reveals several limitations and challenges that are
closely tied to the Romanian financial environment.

First, rapid technological change in digital banking introduces obstacles to the
consistent adoption of conservative reporting standards. While the introduction of the
George App platform, e-wallets, and contactless payments at BCR has significantly
improved operational efficiency and transparency, the growing volume of automated
transactions complicates the verification and documentation processes required under
conservatism (Fiilop, et al. 2022) . In this context, the need for real-time reporting and
immediate digital disclosures often conflicts with conservative accounting practices that

emphasize detailed verification, evidence gathering, and delayed recognition. This
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tension creates a fundamental challenge between prudence and operational immediacy,
forcing the institution to balance regulatory compliance with customer expectations for
speed.

Second, information asymmetry poses a persistent challenge. In principle,
conservatism reduces asymmetry by ensuring timely recognition of losses and cautious
recognition of revenues. However, in practice, BCR’s expanding digital ecosystem, which
integrates artificial intelligence and blockchain-based operations, can lead to
inconsistencies in the uniform application of prudence across all business lines. Similar
to the findings of Silva et al. (2019), the absence of standardized frameworks for digital
asset valuation and algorithm-based lending introduces discrepancies in the reliability
and verifiability of reported figures.

Third, the risk of over-conservatism must be considered. Excessive caution in
recognizing revenues from digital financial products or in valuing technological
investments may hinder innovation and reduce the bank’s agility. As highlighted by
Casciello et al. (2025), over-conservatism can lead to understated asset values and missed
investment opportunities, ultimately constraining the bank’s ability to compete with
more flexible FinTech startups. This challenge is particularly relevant for BCR, as a
historically state-influenced institution operating under strict compliance and European
regulatory frameworks, which can foster a risk-averse culture.

Moreover, a continuous emphasis on prudence may reduce BCR’s responsiveness
to evolving market conditions and customer preferences. For instance, lengthy
verification procedures in digital loan assessments or revenue recognition could delay
product launches and diminish the bank’s competitive edge in Romania’s rapidly
expanding digital financial sector (Fiilop, et al. 2022).

To address these tensions, BCR could benefit from implementing a conditional
conservatism model tailored to its FinTech operations. Such a framework would enable
tiered prudence based on product-specific risk profiles—for example, applying stricter
provisioning for unsecured digital loans while allowing more flexibility in low-risk
services like payment processing. Additionally, integrating advanced digital accounting
tools and Al-based analytics could facilitate real-time reporting while maintaining
conservative thresholds (Huong 2024).

Finally, targeted professional training for accounting and risk management staff at
BCR is essential. By equipping personnel with the expertise to merge conservative
principles with modern FinTech analytics, the bank can ensure both timely decision-
making and high-quality financial reporting (Casciello, Maffei and Meucci 2025).

In summary, while conservatism continues to serve as a critical safeguard amid

BCR'’s digital transformation, it must evolve to prevent excessive rigidity. A balanced
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approach—integrating prudence, flexibility, and technological adaptability —will allow
the bank to mitigate emerging risks without undermining innovation, ensuring
sustainable growth and long-term competitiveness within Romania’s evolving FinTech

ecosystem.

Conclusion

The preceding analysis demonstrates that accounting conservatism continues to
serve as a pivotal mechanism for achieving positive outcomes in FinTech development
and financial reporting. By embedding prudence within decision-making frameworks,
conservatism ensures that information remains reliable and verifiable, sustaining
stakeholder —particularly investor—confidence amid accelerating digital and
technological transformation. However, the sustainability of conservatism in FinTech
depends on balancing prudence with innovation and operational agility.

First, concerning the reconciliation of prudence with real-time reporting, financial
institutions such as Banca Comerciald Romind (BCR) can achieve this balance by leveraging
digital platforms and automated data systems that incorporate conservative controls into
continuous reporting flows. This approach enables early identification of potential losses
and measured recognition of revenues, thus merging operational immediacy with
financial caution and transparency.

Second, with regard to the extent to which over-conservatism constrains innovation,
the findings indicate that excessive prudence can indeed hinder product development,
delay technological deployment, and lead to understated asset valuations. To mitigate
this, BCR and similar institutions should implement conditional conservatism
frameworks —adapting prudence according to the risk profile of each digital product or
service—thereby maintaining transparency without discouraging innovation or risk-
taking.

Third, the adaptation of conservatism in emerging European markets such as
Romania must address the dual objective of financial stability and competitiveness in
rapidly evolving digital ecosystems. The BCR case study shows that adaptive
conservatism, supported by continuous staff training, Al-driven risk analytics, and
flexible regulatory alignment with EU standards, enhances both cautious reporting and
institutional resilience. By institutionalizing such frameworks, Romanian banks can
effectively mitigate digital transformation risks while reinforcing investor trust and
supporting long-term sustainable growth.

In conclusion, maintaining accounting conservatism within FinTech-driven
financial systems is feasible only through systematic adaptation to technological
advancements. The expansion of digital platforms and automated processes requires

ongoing reassessment of reporting practices to respond effectively to emerging
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uncertainties. Such adaptive mechanisms ensure not only compliance with IFRS and EU
regulatory mandates but also enhance stakeholder confidence in transparent, reliable
financial information. Moving forward, the evolution of accounting conservatism
standards should safeguard the principle’s traditional objectives—prudence and
verification—while embracing the flexibility needed for innovation. This balanced
approach, combining prudence with adaptability, positions FinTech institutions—
particularly in transitional economies like Romania—to achieve enduring stability,
accountability, and competitiveness within an increasingly digital financial landscape
Based on the findings of this study, several recommendations are proposed to
ensure that accounting conservatism effectively supports financial stability while
fostering innovation in FinTech environments:
- Financial Institutions: Implement conditional conservatism tailored to product risk
profiles; use predictive analytics and Al for real-time risk detection; train accounting
professionals in digital-conservatism integration; and avoid excessive prudence that may
suppress innovation.
- Regulators and Policymakers: Develop proportionate guidelines that adapt IFRS and
EU prudence standards to FinTech realities; establish regulatory sandboxes to test digital
innovations under conservative safeguards; and foster cross-border supervisory
cooperation.
— Investors and Stakeholders: Promote financial transparency, encourage digital audit
adoption, and demand cautious yet adaptive financial disclosures that reflect both
prudence and technological responsiveness.
— Emerging European Economies (e.g., Romania): Encourage adaptive conservatism in
public and private banks, strengthen digital financial literacy, and enhance collaboration
between academia, regulators, and financial institutions to develop context-specific

frameworks that sustain both innovation and prudence
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