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The importance of financial literacy for investment decisions in
the capital market
(Literature Review)

Nasrollah Maghsoudi *
Samane Nazari

Abstract

Financial literacy is defined as having knowledge and skills that enable informed and
effective capital management. Financial literacy promotes financial development and
economic growth of the country. Facing this issue, highlighting the importance of financial
literacy to investors can increase their perception of having financial literacy when making
investment decisions and lead them to acquire financial knowledge and skills. Based on a
review approach, this study has tried to highlight its importance to investors by gathering the
findings of previous studies on the consequences of financial literacy. In this way, previous
empirical evidence both inside Iran and in studies outside Iran show that financial literacy
generally has favorable effects and positive consequences and improves the investment
decisions of investors. This study provides information that may help guide future research
and in formulating policies and guidelines for policymakers, administrators, and educators to
incorporate appropriate financial literacy components into their educational efforts.
Keywords

Investing in the capital market, financial literacy, financial knowledge, financial skill,
financial attitude, financial behavior
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