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ABSTRACT

Financial literacy (FL) is the potential to understand and productively use different financial 
skills such as managing finance, budgeting and investing. FL has been considered one of the 
most important factors to improve not only the growth of investors but also the economy as 
a whole. The main purpose of carrying out this study is to present a Systematic Literature 
Review (SLR) on FL and Investment between 2012 and 2021. The SLR analysis has been 
performed based on the PRISMA to analyse 26 related articles obtained from the Web of 
Science, Taylor and Francis and Jstor database. The review of the paper has been categorised 
based on publication year, a journal list, publication by authors number, features of review 
articles, tools and techniques applied, variables, findings and practical implications and 
outcomes of the area of study. The outcomes of this paper provide an understanding of the 
publication criteria of financial literacy and investment along with that it also offers possible 
approaches for further publications. The findings of the study also analyse the impact of 
financial literacy on investors. The study suggests that future researchers initiate further 
research on financial literacy and investment and also diversify the broader study period.
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1. INTRODUCTION

Financial Literacy (FL) has extracted the attention of many previous researchers to 
investigate the influence of financial literacy on investors. To make a better financial 
decision, financial literacy plays a very significant role and it is a combination of financial 
behaviour, attitude, skill, knowledge and awareness (Murugiah, 2016). Every investor 
needs to manage their finances effectively to avoid any kind of financial losses or problems. 
According to the definition given by the Organisation for Economic Co-operation and 
Development (OECD) (Organisation for Economic Co-operation and Development., 2013), 
‘the financial literacy refers to the knowledge and comprehension of financial skills, risks 
and concepts, motivation and confidence to use such information and understanding to 
make fruitful decisions and improve the financial welfare of individual and the society.’ The 
lack of financial literacy among investors results in bad financial decision-making, personal 
bankruptcy and market downfall (Jin et al., 2021). The better financially literate investors 
are more likely to make better financial decisions (Guiso and Viviano, 2015). Investors with 
good financial knowledge and understanding can expect higher returns on their retirement 
investments (Clark et al., 2017). The fear of loss or risk is the most important factor in any 
financial decision. Hence, financial planning is considered an important factor to avoid any 
kind of risk (Reddy and Mahapatra, 2017). 

Various previous studies manifested that there is a positive impact of financial literacy on 
financial behaviour and the financial position of investors. Investors with a better financial 
literacy are more active in managing their savings, budget planning and spending (Azmi 
et al., 2020), managing loans and credits (Mehboob and Othman, 2020), engaging in the 
financial market and trading (Nguyen and Nguyen, 2020), proper planning for retirement 
(Ahmad and Ahmad, 2018) and increasing their wealth successfully (Ahmad and bin Ahmad, 
2019; Rahadi et al., 2019).     

The widespread lack of financial literacy among investors is adversely affecting their financial 
decisions of investors (Lusardi and Mitchell, 2011). The help from a financial advisor who 
provides unbiased advice could eliminate the negative effects of financial illiteracy. (Kramer, 
2016) found a strong and significant negative relationship between self-assessed financial 
literacy and taking expert advice. A survey conducted by (Lusardi and Mitchell, 2014) 
determined that the human capital approach to financial literacy has significant implications 
for welfare analysis and policies deliberated to increase the financial literacy level in the 
huge population. As per the study of (Gargano and Rossi, 2018), it is determined that the 
performance of investors improves with higher attention to overall analytical information 
and portfolio. The suggestion given by (Vaarmets et al., 2019) is that the disposition effect 
can be reduced with improvement in financial literacy level. Individuals possessing a higher 
level of financial literacy are more likely to possess certain attributes such as patience, ability 
or talent, which help them to make better financial decisions (Meier and Sprenger, 2013). 
The individual having good financial literacy their losses on loans tend to be smaller and 
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predictable because they have definite plans for loans and repayment of loans as compared 
to less financially literate individuals (Kim, 2015). This study is conducted to review the 
impact of financial literacy on investors and study the relationship between them. Past 10 
years articles have been considered for SLR using PRISMA guidelines. 
The research aims to compose the main outcomes of financial literacy and by that contribute 
to the practitioner and academic community by identifying the conceptualization of FL, tools 
and techniques, variables, findings and practical implications and the outcomes of the study 

areas. The present study aims to answer the following research questions:
RQ 1. What are the tools and techniques of previous FL in the literature?
RQ 2. What are the variables, findings and practical implications of FL?
RQ 3. What are the outcomes of the studied areas of FL?
The paper is framed in the following manner: Section 2 explains the methodology. Section 3 
presents the main findings derived from the systematic literature review and finally, Section 
4 elucidates the conclusion and directions for future research.

2. METHEDOLOGY

The Systematic Literature Review was first suggested by (Tranfield et al., 2003) and also 
used PRISMA (Preferred Reporting Items for Systematic Reviews and Meta-Analysis) which 
includes a four-stage flowchart (Moher et al., 2009) Figure 1. PRISMA tool uses different 
techniques to search papers systematically and literature for review studies. The PRISMA 
is segregated into three steps: Review Planning, Review Conducting and Results Reporting 
(Tranfield et al., n.d.). One of the main benefits of using the PRISMA protocol is that it 
saves time in searching the articles related to the subject area. Because of the shortage of 
a comprehensive list for carrying out a systematic literature review in the field of finance, 
the authors who planned to conduct a systematic literature review have to depend on the 
already existing descriptive protocol (Pahlevan-Sharif et al., 2019) and need to carry out and 
report the stages carefully. The final search was done on 11-05-2022. All these stages are 
classified in the following sections.

2.1 Review Planning
Once the objective of the study is determined, the very first step is the Identification of the 
search terms or keywords. And for this decision, it is important to determine what to be 
searched, the time interval and the sources to be adopted  (Moreno-Montes De Oca et al., 
2015)
The keywords used were: <ALL(“investors” AND “financial literacy”)> Table 1. The search 
was done using the ALL to get wider articles and studies related to FL. The databases used 
for the study were: Web of Science, Taylor & Francis and Jstor as these three databases are 
among the most considerable databases of peer-reviewed literature and provide a wide 
variety of disciplines. More than one database is used to avoid any kind of bias and create 
transparency in this study protocol (Briner and Denyer, 2012). The Systematic Literature 
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Review includes papers only from Journals and written in the English language only. The 

inclusion and exclusion of papers have been represented in Table 2.

Table 1
Keywords applied during the systematic literature review process

Databases

Web of Science 
Taylor & Francis
Jstor

ALL(“investors”) AND (“financial literacy”)

Keywords

Figure 1

MA flowchart of the Systematic Literature Review
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Table 2
Inclusion and Exclusion Criteria

Criteria Inclusion Exclusion
Access	 Open Access Closed Access

Document Type Article Book chapter, Review, Confer-
ence paper, Book, Editorial, 
Letter, Short survey

Source Type Journal Book, Conference proceeding 
and book series

Language English Non-English
Period 2012-2021 2011 and below
Subject Area Economics, Finance, Accounting, 

Business, Management
Other Subjects

Source: (Moher et al., 2009)

On the three selected databases: Web of Science, Taylor & Francis and Jstor, a total of 684 
papers were identified between 8the May 2022 to 11th May 2022 of which 4 were duplicated 
Figure 1. The next step is to apply the Screening process, where these papers are analysed 
based on titles, abstracts and/or keywords and from which 601 articles were excluded. 
The remaining articles were evaluated for Eligibility. 18 articles were excluded as they 
were qualitative in nature, 3 were related to financial inclusion and were not covering the 
objective of the study and 32 were ineligible. Therefore, 26 articles were selected and fully 
reviewed between 16th May 2022 to 29th May 2022.

2.2 Review Conducting
As per the proposer of the Systematic Literature Review (Tranfield et al., 2003), the research 
paper should be vast and provide a two-phase report: Descriptive analysis and Main analysis.
The descriptive analysis provides information for example the publication by year, journal 
list and publication by the authors. All this information was collected to recognise the trend 
involved in the research area.
The main analysis was used to systematize and gather the information to achieve the 
objective of the study. The analysis began with the full-text reading of the papers and 
got familiar with the contents. After which the author categorises the area of the studies 
according to the objective and research questions of the study. After that, the information 
was recorded, combined and systematized.

2.3 Result Reporting
The last step is to provide a report which verifies the repetition of the Systematic Literature 
review and explains the overall outcomes (Tranfield et al., 2003). The researcher carried out 
an analysis process and by considering the research objective, the main findings and trends 
have been recognised.
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3. RESULT AND DISCUSSIONS

After the systematic review of the papers, the papers were classified into the following 
dimensions: 1) Trends of publication by year, 2) Paper per journal, 3) Publication by the 
authors, 4) Features of the review articles 5) Tools and Techniques mentioned, 6) Variables, 
Findings and Practical Implications, and 7) Analysis of the Financial Literacy area.

3.1 Descriptive Analysis

3.1.1 Analysis of the Trend of Publication by Year
Figure 2 represents the number of articles published from the year 2012-2021. One article 

by (Hermansson et al., 2022) got available on the online platform in Nov. 2021 but has been 

published in the journal of 2022. Therefore, this paper has also been considered in the study. 

The highest publications of articles were 5 in two years i.e. 2015 and 2021. And the lowest 

publication of articles was in 2013 i.e. 0. The given data show after 2015 there is an increase 

in the number of publications, approximately 5 times as compared to 2012.

Figure 2

The trend of Publication of Articles by Year

3.1.2 List of Paper per Journal
Table 3 Represents the number of articles collected from different journals. There were 17 

Journals and which published 26 articles related to financial literacy among investors. Table 

3. Shows the highest number of articles published in Cogent Economics and Finance, with a 

total of 4 articles.
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Table 3
Journal List

No. Journal Name No. of article/s
1. Cogent Economics and Finance 4
2. European Accounting Review 1
3. Economic Research- Ekonomska Istrazivanja 1
4. Cogent Business and Management 1
5. European Journal of Finance 3
6. Journal of Economic Behavior and Organisation 2
7. Journal of International Money and Finance 1
8. International Review of Financial Analysis 1
9. Journal of Pension Economics and Finance 2
10. Review of Finance 1
11. Journal of Finance 1
12. Management Science 1
13. Economic Policy 1
14. The Economic Journal 1
15. The Journal of Developing Areas 1
16. The Journal of Consumer Affairs 3
17. Journal of Financial Education 1

TOTAL 26

3.1.3 Publication by the authors
Table 4 represents the number of authors that contributed to the published articles. The 
outcome shows the highest number of published articles is by three authors i.e. 46.15% 
(12 articles) while a single author contributed 23.09% (6 articles) to published articles and 
two and more than three authors contributed 15.38% each (4 articles each) to published 
articles. The finding showed that the trend of contribution to published articles is mostly by 
three authors.  

Table 4
Number of author/s

Number of author/s Frequency Percentage %
Single Author 6 23.09
Two Authors 4 15.38

Three Authors 12 46.15
More than Three Authors 4 15.38

TOTAL 26 100
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3.1.4 Features of Review Articles
Table 5 represents the descriptive features of the reviewed research articles. All the 26 
papers used a quantitative approach. No qualitative and mixed approach was considered. 
The data collection methods used primary along with secondary sources (11 papers) 
but most of the articles were collected from secondary sources (15 papers). Table 4 also 
represents the number of citations obtained by articles. The highest number of citations is 
obtained by (van Rooij et al., 2012) i.e. 1100, 4 papers got citations ranging between 100-
200 and the remaining 21 papers got citations ranging between 1-99. The highest number 
of the research was conducted in developed countries – 84.61% (22 papers) was conducted 
in the USA, France, Australia, Italy etc. while in developing countries 15.39% (4 papers) of 
research was conducted as shown in Table 5. 

Table 5

Main features of the articles included in this review

SI 
No.

Author/s & Year Country Sample Size Citations

1. (Noor et al., 2020) Pakistan 564 (Age group: 20+)
Purposive sampling
Primary & Secondary data

1

2. (Okello Candiya 
Bongomin et al., 
2020)

Uganda 400 (Age group: 18+)
Simple Random sampling
Primary & Secondary data

1

3. (Jin et al., 2021) United State Secondary Data
(National Financial Capability Study) Survey 
data

1

4. (Mudzingiri et al., 
2018)

South Africa 191
Convenient Sampling
Primary & Secondary data

10

5. (Çera et al., 
2021a)

Ghana 600 (Age group: 18+)
Random sampling
Primary data & Secondary data

2

6. (Pangestu and 
Karnadi, 2020)

Indonesia 430 (Age group: 17 to 23) Simple random 
sampling
Primary data & Secondary data

1

7. (Agyei, 2018) Ghana 300 (SMEs Owners)
Random sampling
Primary data & Secondary data

17

8. (Stålnacke, 2019) Sweden 617 (Age group: 18 to 73)
Stratified random sampling
Secondary data

5

9. (Kramer, 2016) Netherland 467
Random Sampling Primary data
Household-1276
Investors- 354 (De Nederlandsche Bank 
(DNB) Household Survey (DHS))
Secondary data

183

10. (Calcagno et al., 
2017)

Italy 1116 (UniCredit Investors survey 2007) (Age 
group: 21-75)
Secondary data

23

11. (Giofré, 2017) Italy 41 stock markets (Coordinated Portfolio 
Investment Survey (CPIS))
Secondary data

34
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12. (Hermansson et 
al., 2022)

Sweden 6871
Convenience sampling
Primary & Secondary data

4

13. (Clark et al., 
2017)

USA 2763
Secondary data (Office of Employee Benefit 
of the Federal Reserve System (OEB Fed))

122

14. (Jappelli and 
Padula, 2015)

Europe 14,631 Wave 1
18,332 Wave 2
(11 European countries)
(Age group: 50+)
Secondary data (Survey of Health, Ageing and 
Retirement in Europe (SHARE))

97

15. (Guiso and Vivia-
no, 2015)

Italy 1576 (Italian bank; Age group: 20-80)
Secondary data

113

16. (Bianchi, 2018) France 511 (French Financial Institution)
30,000 (INSEE)
Stratified sampling
Secondary data

153

17. (da Silva et al., 
2021)

Portugal 31,513 (Portuguese Financial Institution)
Secondary data

1

18. (Davydov et al., 
2021a)

Sweden 5,11,641
(Swedish Internet-based bank ‘Avanza’)
Secondary data

1

19. (Gamble et al., 
2015)

USA 575 (Rush Memory and Aging Project (MAP))
Secondary data

94

20. (Fort et al., 2016) Italy 4,865 (Bank of Italy’s Survey on Household 
Income and Wealth (SHIW)
Age group: 30+)
Secondary data

31

21. (van Rooij et al., 
2012)

Netherland 1,091 (De Nederlandsche Bank Household 
Survey
Age group: 30-70)
Secondary data

1100

22. (Reddy and Maha-
patra, 2017)

India 297 (Age group: 25+)
Random sampling
Primary and Secondary data

15

23. (Lachance, 2014) USA 50,194 (National Financial Capability Study 
(NFCS))
Quota sampling
Secondary data

67

24. (Foster et al., 
2015)

Australia 577 (MyOpinions online survey platform)
Primary and Secondary data

23

25. (Carmel et al., 
2015)

Israel 517 (263 Exp1 +
256 Exp2)
Random sampling
Primary and secondary data

21

26. (Brau et al., 2019) USA 1,493
Primary and Secondary data

17

Source: Graña-Alvarez et al., (2022)

https://doi.org/10.53056/njmsr-2023.6.1.002



ISSN(Print) :2467-9356, ISSN (Electronic) : 2795 - 1545

NJMSR Volume VI   Issue I23

Nepalese Journal of Management Science and Research (NJMSR)

https://www.nepjol.info/index.php/njmsr/index 

4. MAIN ANALYSIS

4.1  Tools and Techniques applied
The definition of FL stated by the authors diversified from article to article, examining different 
aspects and purposes of FL. Although, the general aim was that FL is important not only for 
individuals but the economy of the country as it helps individuals in understanding the concepts 
of finance and managing their money in a better way and contributes to the economic growth of 
the country. 

Table 6 represents an analysis of the most common tools and techniques that were used in 
the reviewed papers. This compilation represents the tools and techniques broadly used by 
the authors for quantitative analysis. Multiple tools and techniques were used by several 
authors in their studies.

The main mentioned tools and techniques are Correlation Analysis, Regression, Descriptive 
Statistics and graphs used to study the quantitative studies (Foster et al., 2015). Cox 
proportional hazard model, CAPM model and Linear probability model were used for 
investigating the possibility of certain events at a specific time (Guiso and Viviano, 2015).    

Table 6
Tools and techniques mentioned

Tools & Techniques Number of Papers
Correlation Analysis 8
Regression 20
Descriptive Statistics 16
ANOVA 2
t-test 4
Z-test 1
Graph 6
Factor Analysis 1
Univariate test 3
Multivariate test 3
Cox proportional hazard model 2
CAPM model 1
Linear probability model 1
Partial Least Square 1
Likert scale 1

4.2 Variables, Findings and Practical Implications of Financial Literacy

Discussion views by various authors were found regarding the impact of financial literacy on the 
investors. Table 7 shows the objectives, variables use, findings and suggestions relating to FL.
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Table 7
Variables, Findings and Recommendations mentioned

Author/s & 
Year

Title Objectives Variables Findings Practical 
Implications

Noor et al., 
(2020)

Financial 
literacy, financial 
self-efficacy and 
financial account 
ownership 
behavior in 
Pakistan

To evaluate 
the effect of 
financial literacy 
and financial 
self-efficacy on 
the behaviour 
of financial 
account 
ownership.

Independent 
variable: Financial 
Literacy
Control Variables: 
Age, Sex, Marital 
status & Income
Dependent 
Variables: 
Financial 
Inclusion, 
Financial Self-
efficacy

The study’s findings 
show that there 
is no mediating 
effect of financial 
self-efficacy on 
the relationship 
between financial 
literacy and 
behaviour of 
financial account 
ownership. And 
financial literacy 
has a strong 
positive effect on 
the behaviour of 
financial account 
ownership.

The study 
contributes to 
the National 
Financial 
Inclusion 
Strategy (NFIS) 
which was 
implemented 
by the State 
Bank of 
Pakistan in 
collaboration 
with the 
Government of 
Pakistan. 

Okello et al., 
(2020)

Examining the 
role of financial 
intermediaries 
in promoting 
financial literacy 
and financial 
inclusion among 
the poor in 
developing 
countries: 
Lessons from 
rural Uganda

To analyse the 
role of Financial 
Intermediaries 
in encouraging 
financial literacy 
and financial 
inclusion among 
rural people of 
Uganda

Independent 
variable: Financial 
Literacy
Mediator 
Variables: 
Financial 
Intermediaries
Dependent 
Variables: 
Financial 
Inclusion 

The study shows 
that financial 
intermediaries 
play a significant 
role in encouraging 
financial literacy 
and financial 
inclusion in rural 
areas. It is also 
determined that 
financial literacy 
significantly affects 
the financial 
inclusion of rural 
people.

The policymakers 
should organise 
financial 
literacy 
workshops 
and seminars 
to increase 
financial 
education 
among rural 
investors. 
The existing 
microfinance 
banks could 
be used as 
a financial 
literacy centre 
to promote 
financial 
education 
among 
the rural 
population.

Jin et al., 
(2021)

Does Citizens’ 
Financial 
Literacy 
Relate to Bank 
Financial 
Reporting 
Transparency?

To evaluate the 
relationship 
between 
the financial 
literacy and 
transparency of 
financial reports 
of banks.

Independent 
Variables: Bank 
Financial Report
Dependent 
variables: Loan 
loss provision, 
financial literacy

The findings 
show that there 
is a negative 
relationship 
between financial 
literacy and loan 
loss provisions. 
Financial literacy 
improves the 
earning capacity of 
banks.

NIL
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Mudzingiri 
et al., 
(2018)

Financial 
behaviour, 
confidence, risk 
preferences and 
financial literacy 
of university 
students

To identify 
whether the 
confidence level, 
time preference, 
risk preference, 
financial 
behaviour and 
financial literacy 
perception 
of university 
students differ 
by financial 
literacy level.

Independent 
Variables: 
Financial Literacy
Independent 
Variables: 
Financial 
behaviour, 
Personal finance, 
debt finance, 
risk preference 
index, confidence, 
time preference, 
decision making, 
status

The outcomes 
reveal that risk 
preference, 
confidence, status, 
time preference and 
financial behaviour 
are not influenced 
by financial literacy 
level. Financial 
behaviour is 
affected by financial 
perception, risk 
preference and 
confidence level.

There is a need 
to provide 
financial 
literacy to 
investors to 
create the 
right level of 
confidence 
among them 
while making 
investment 
decisions. By 
organising 
empowerment 
programs, the 
students could 
be encouraged 
to build their 
income and 
take their 
financial 
decisions.

Çera et al., 
(2021a)

Improving 
financial 
capability: the 
mediating role 
of financial 
behaviour

To study 
the impact 
of financial 
literacy on loan 
repayment.

Independent 
Variables: 
Financial Literacy
Dependent 
Variables: Loan 
Repayment
Control Variables: 
income, age, 
marital status, 
repayment mode

From the study, 
it is determined 
that the loan 
repayment position 
among more 
financially literate 
individuals is better 
as compared to 
less financially 
literate individuals. 
There is a positive 
relationship 
between the 
control variable 
(age, marital 
status, income, 
repayment mode) 
and dependent 
variables (loan 
repayment)

The study 
recommends 
that the 
government, 
policymakers, 
and other 
financial 
industry 
players provide 
financial 
education. The 
short-term 
repayment 
schedule 
should be 
offered by 
financial 
institutions 
to facilitate 
successful 
repayment 
of the loan 
amount.

Pangestu 
and Karnadi 
(2020)

The effects of 
financial literacy 
and materialism 
on the savings 
decision of 
generation Z 
Indonesians

To study the 
impact of 
financial literacy 
and materialism 
on saving 
decisions of 
Generation Z 
students

Independent 
Variables: 
Financial Literacy
Dependent 
Variables: Age, 
gender, faculty, 
the purpose of 
savings

It is determined 
that financial 
literacy positively 
while materialism 
negatively affects 
the financial 
decisions of 
Gen Z students. 
Age positively 
affects financial 
literacy. Female 
students have less 
financial literacy as 
compared to male 
students.

It is suggested 
that 
policymakers 
should make 
a compulsory 
subject of 
financial 
education in 
every school 
and college.
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Agyei 
(2018)

Culture, financial 
literacy, and SME 
performance in 
Ghana

To determine 
the impact of 
financial literacy 
on financial 
decisions, fund 
allocation, 
investment 
selection and 
awareness of 
owners of SMEs.

Independent 
Variables: 
Financial Literacy
Dependent 
Variables: 
awareness, 
financial 
decisions, fund 
allocations, 
investment 
selection
Control Variables: 
Culture, Gender, 
Age, Education, 
Course Studied

The study reveals 
that financial 
literacy among 
SME owners has 
improved even 
though most 
SME owners 
face difficulty in 
understanding 
the diversification 
concept. The 
association 
between financial 
literacy and 
SME growth is 
dependent on 
cultural context. 

The financial 
literacy 
programs and 
events should 
be organised 
to provide 
training to SME 
owners. It is 
recommended 
that religious 
bodies should 
include 
financial 
literacy 
program 
training in their 
teaching.

Stålnacke 
(2019)

Individual 
investors’ 
information 
use, subjective 
expectations, 
and portfolio 
risk and return

To identify the 
sources used 
by investors 
to make their 
financial 
decisions

Information 
Variables: 
Unfiltered 
Financial 
information, 
Filtered financial 
information, 
financial 
information from 
others
Control Variables: 
Financial 
knowledge, 
number of trades, 
experience, 
overconfidence, 
education, risk 
aversion, gender, 
age
Dependent 
Variables: Risk 
expectations, 
Return 
expectations, 
Confidence, Self-
assessed return

It is observed 
that most of the 
investors take 
filtered financial 
information 
i.e. brokers, TV, 
newspapers, 
websites, etc. But 
the investors who 
take their financial 
decisions using 
unfiltered financial 
information i.e., 
balance sheet, 
income statement 
and cash flow 
of the company 
perform better by 
generating high 
returns. 

The 
policymakers 
should 
contemplate 
the importance 
of risk and 
return. Risk 
and return 
should be 
considered 
while 
evaluating 
the report 
to meet the 
requirements 
of investors. 

Kramer 
(2016)

Financial 
literacy, 
confidence and 
financial advice 
seeking

To determine 
the association 
between 
financial 
literacy, 
confidence and 
financial advice 
seeking.

Independent 
variables: 
Financial literacy
Dependent 
variables: 
Financial advice, 
Confidence
Control variables: 
gender, age, 
education, 
occupation, 
income, wealth, 
experience, risk 
tolerance, time 
preference

It is found from 
the study that 
households and 
investors having 
good financial 
literacy and 
confidence levels 
opt less for financial 
advice. There is 
no relationship 
between financial 
literacy and 
financial advice 
seeking.

To determine 
the retail 
financial 
products 
the financial 
institution 
should be 
more careful 
while using 
self-assessed 
literacy. The 
policymakers 
should provide 
advice to 
less financial 
literate 
investors.
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Calcagno et 
al., (2017)

To trust is good, 
but to control 
is better: How 
investors 
discipline 
financial 
advisors’ activity

To determine 
whether the 
investors apply 
some type of 
control over 
the advice they 
receive from 
professional 
advisors.

Independent 
variable: Financial 
literacy
Dependent 
variables: Risk 
aversion, financial 
advice, Delegation

It is analysed 
that irrespective 
of the level of 
financial literacy, 
the investor fully 
delegates their 
decisions having 
high trust in the 
professional 
advisors.

The 
policymakers 
should help 
the less 
knowledgeable 
investors by 
providing 
them with 
professional 
advisors.

Giofré 
(2017)

Financial 
education, 
investor 
protection and 
international 
portfolio 
diversification

To analyse 
the impact 
of financial 
education on 
foreign portfolio 
investment

Independent 
variable: Financial 
Knowledge, 
Minority 
shareholders 
rights index
Dependent 
variables: Equity 
portfolio share, 
Market share
Control variables: 
Measures of legal 
protection, Time-
invariant country 
controls, Time-
varying country 
controls, Bilateral 
specific controls

It is evaluated that 
with lower investor 
protections the 
investors with 
better financial 
literacy invest 
higher in foreign 
portfolios. While 
investors with 
lower financial 
literacy avoid 
investing in 
countries 
demanding higher 
information costs.

NIL

Hermansson 
et al., (2022)

The medium is 
the message: 
Learning 
channels, 
financial literacy, 
and stock market 
participation

To study 
the effect of 
learning sources 
on participation 
in the stock 
market.

Independent 
variables: 
Financial literacy, 
Learning channels
Dependent 
variables: 
Private network, 
Financial 
advisor, Media, 
Stock market 
participation
Control variables: 
Age, Gender, 
Education, Family 
status, Risk 
tolerance, Income

It is analysed that 
there is a positive 
relationship 
between financial 
literacy and 
stock market 
participation. It is 
determined that 
financial literacy 
and learning 
channel together 
is important for 
stock market 
participation. 

The 
policymakers 
should try 
to provide 
financial 
literacy and 
access to 
information 
and advisory 
channels 
together to 
increase the 
stock market 
participation of 
investors.

Clark et al., 
(2017)

Financial 
knowledge 
and 401(k) 
investment 
performance: A 
case study

To determine 
whether the 
investors with 
better financial 
literacy earn 
better on their 
retirement 
investment 
plans.

Independent 
variable: 
retirement plan
Dependent 
variables: 
Financial 
knowledge, 
Portfolio outcome

The study shows 
that investors 
with lower 
financial literacy 
face problems in 
managing their 
savings while the 
investors with 
better financial 
literacy save more 
and have better 
retirement plans.

The difference 
in awareness 
and literacy 
creates 
inequality in 
retirement 
outcomes. For 
the benefit of 
retirement 
safety, it is 
important 
to invest 
rationally and 
generate better 
returns.
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Jappelli 
and Padula  
(2015)

Investment in 
financial literacy, 
social security, 
and portfolio 
choice

To study the 
difference 
in choice of 
household 
portfolios to 
their degree of 
financial literacy

Independent 
variables: 
Financial literacy, 
Stock-market 
Participation
Dependent 
variables: Age, 
Family, Female, 
Education, 
Income

It is determined 
that financial 
literacy reduces 
stock market 
participation 
costs. The financial 
literacy acquired at 
the early stage of 
life affects the later 
financial literacy.

The 
policymakers 
should aim 
at improving 
the financial 
literacy 
level among 
investors 
at the early 
stage of life to 
have a long-
term effect 
on portfolio 
administration.

Guiso and 
Viviano 
(2015)

How much can 
financial literacy 
help?

To identify 
whether 
financial 
literacy helped 
investors during 
a financial 
crisis and 
also evaluate 
whether 
investors having 
better financial 
literacy were 
more likely 
to avoid such 
occurrence.  

Independent 
variables: 
Financial literacy 
Dependent 
variables: Stock 
market leavers, 
Risk, Delegation

It is evaluated that 
the investors having 
better financial 
literacy are more 
capable to manage 
their investments, 
sell one’s stocks 
when it is high 
rather than when it 
is low and able to 
avoid wrong advice 
as compared to 
the less financially 
literate investors.

NIL

Bianchi 
(2018)

Financial 
Literacy and 
Portfolio 
Dynamics

To identify 
how financial 
choices help in 
understanding 
the relationship 
between 
financial literacy 
and portfolio 
return and 
also evaluate 
whether there 
is some specific 
financial 
behaviour that is 
correlated with 
low financial 
literacy.

Independent 
variable: Financial 
literacy
Dependent 
variables: 
Financial 
behaviour, 
Financial choices, 
Portfolio, 
Stockholding, 
Risk, Market 
return

The study shows 
that higher 
financially literate 
households more 
diligently restore 
their portfolios. 
Households with 
better financial 
literacy are more 
willing to buy 
assets that provide 
better returns in 
comparison to 
assets they want 
to sell.

NIL

da Silva et 
al., (2021)

The disposition 
effect among 
mutual fund 
participants: a 
re-examination

To study the 
relationship 
between 
financial 
literacy, 
disposition 
effect and 
trading 
experience

Independent 
variable: 
Disposition effect
Dependent 
variables: Region, 
Age, Education, 
Gender, 
Occupation, 
Financial 
literacy, Trading 
experience 

The study reveals 
that the ability 
to persevere to 
lose find partly 
indemnify due to 
financial literacy. 
The disposition 
effect could be 
reduced with 
higher financial 
knowledge and 
math skills.

The existence 
of the disposition 
effect forces 
considerable 
cost on 
investors. The 
existence of 
better financial 
literacy among 
investors 
would not only 
benefit the 
investors but 
also society as 
a whole.
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Davydov et 
al., (2021a)

Investor 
attention 
and portfolio 
performance: 
what 
information does 
it pay to pay 
attention to?

To study the 
individual 
characteristics 
which influence 
investors’ 
attention and 
identify the type 
of information 
that direct 
investment 
performance.

Independent 
variables: 
investors’ 
performance, 
Investors’ 
attention
Dependent 
variables: 
Portfolio 
information, 
Financial 
education, 
Analytical 
information, 
Technical analysis
Control variables: 
Gender, Portfolio 
turnover, Age, 
Account tenure

It is found that the 
investors having 
better financial 
education have 
better investment 
performance. 
The investors 
benefit more from 
observing their 
financial literacy 
and using their 
portfolio mix rather 
than depending 
on any analytical 
information.

It is suggested 
that the 
brokers and 
financial 
intermediaries 
should make 
materials 
available to 
investors and 
encourage 
them to use 
them for 
improving 
their financial 
literacy. 

Gamble et 
al., (2015)

Aging and 
financial 
decision making

To study the 
impact of 
analytical 
changes with 
ageing on 
the financial 
decision made 
by old aged 
investors

Independent 
variable: 
Cognition
Dependent 
variables: 
Decision making, 
Financial literacy

It is studied 
that a reduction 
in perception 
or cognition is 
associated with 
a lower level of 
financial literacy

There is a need 
to develop new 
and innovative 
schemes to 
help the old 
aged investors 
in maximising 
their welfare.

Fort et al., 
(2016)

Adult financial 
literacy and 
households’ 
financial assets

To determine 
the different 
channels which 
may improve 
the level of 
financial literacy 
and identify the 
extent to which 
information 
policies improve 
the financial 
literacy level

Independent 
variable: Financial 
literacy
Dependent 
variables: Client 
of Patti Chiari, 
Financial assets

It is found that 
bank information 
policies are useful 
for improving the 
financial literacy 
of 60+ and less 
financially educated 
investors. It is also 
identified that an 
increase in financial 
literacy increases 
financial assets.

NIL

van Rooij et 
al., (2012)

Financial 
Literacy, 
Retirement 
Planning and 
Household 
Wealth

To study the 
association 
between 
financial 
literacy and net 
worth. And also 
determine the 
two channels 
through which 
financial literacy 
eases wealth 
collection. 

Independent 
variable: Financial 
literacy
Dependent 
variables: Total 
Net Worth, 
Retirement Plan
Control variables: 
Age, Gender, 
Education, Marital 
status

The study shows 
that financial 
literacy is positively 
associated with 
wealth collection. 
The analysis 
also shows that 
investors with good 
financial literacy 
are more likely 
to invest in stock 
and have good 
retirement plans.

NIL
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Reddy and 
Mahapatra  
(2017)

Risk Tolerance, 
Personal 
Financial 
Knowledge and 
Demographic 
Characteristics-
Evidence from 
India  

To analyse 
the effect of 
financial literacy 
of investors 
on their risk 
tolerance level

Independent 
variable: financial 
literacy
Dependent 
variables: Risk 
tolerance
Control variables: 
Gender, Age, 
Education, 
Income, Marital 
status, Occupation

The study found 
that demographic 
factors are 
significantly 
associated with 
risk tolerance. It 
is also determined 
that the personal 
financial knowledge 
of investors is 
also significantly 
associated with 
financial risk 
tolerance.

The is a 
need for the 
government or 
policymakers 
to take 
initiative to 
encourage 
financial 
literacy among 
lower-income 
group investors 
to train them 
in managing 
their personal 
finance by 
investing them 
in suitable 
investment 
options.

Lachance  
(2014)

Financial 
Literacy and 
Neighbourhood 
Effects

To determine 
the effects of 
neighborhood 
characteristics 
on financial 
literacy

Independent 
variable: 
Neighborhood 
education
Dependent 
variables: 
Financial literacy
Control variables: 
Age, Gender, 
Income, Marital 
status, Labor force 
status, Investment 
advice, 
Investment risk

It is identified that 
neighborhood 
education has an 
independent and 
significant impact 
on the financial 
literacy of an 
individual.

People who 
are not having 
good resources 
for financial 
education 
face multiple 
challenges 
in financial 
literacy. Those 
socioeconomic 
groups lacking 
financial 
knowledge 
should be 
provided 
financial 
education by 
organising 
financial 
literacy 
programmes.

Foster et al., 
(2015)

Presentation 
Format and 
Financial 
Literacy: 
Accessibility and 
Assessability of 
Retirement

To analyse 
the effects of 
information 
placement and 
financial literacy 
on retirement 
saving decisions 
and determine 
whether 
information 
placement can 
lead to positive 
results.

Independent 
variable: Financial 
literacy
Dependent 
variables: 
Knowledge, 
Familiarity

It is identified that 
the involvement 
of a modified 
presentation 
format can improve 
accessibility and 
assessability. 
Financial literacy 
is an important 
factor in retirement 
saving decision 
making.

It is suggested 
that increment 
benefits could 
result from 
the use of a 
presentation 
format that 
conveys the 
important 
information in 
a better way.
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Murugiah
(2016)

Facing a Biased 
Adviser While 
Choosing a 
Retirement Plan: 
The Impact 
of Financial 
Literacy and Fair 
Disclosure

To determine 
the effects of 
financial advice 
provided by 
agents and 
also study the 
agent’s conflict 
of interest 
and financial 
literacy level of 
customers

Independent 
variable: Financial 
literacy
Dependent 
variables: Plan 
preference, 
Compliance 

The study found 
that investors with 
lower financial 
literacy tend to 
accept the advice 
of agents while 
financial literate 
investors rely on 
both the agent’s 
recommendations 
and their evaluation 
of the investment 
product.

It is suggested 
that 
policymakers 
should try to 
eliminate the 
difference in 
interest in 
the pension 
market. It is 
important 
to help the 
investors to 
choose their 
plans according 
to their needs, 
free from 
any kind of 
influence and 
interest of 
those trading it.

Brau et al., 
(2019)

Financial 
Education 
Association 
Financial 
Literacy among 
College Students

To analyse the 
effectiveness 
of sources of 
learning related 
to financial 
literacy

Independent 
variable: Financial 
literacy
Dependent 
variables: Family 
background, 
Formal learning 
opportunities, 
Experiential 
learning 
opportunities

It is identified 
that high schools 
have very little 
impact on financial 
literacy while 
college classes have 
a significant and 
positive impact on 
financial literacy, 
the experience 
is considered an 
important source 
of gaining financial 
literacy among 
students.

It is 
recommended 
that the 
promotion of 
opportunities 
for the young 
generation to 
gain financial 
awareness 
has great 
importance to 
both society 
and the 
individual.

Source: Duwal (2021)

Evaluating the objectives, findings, variables and practical implications of the mentioned 
articles it has been found that in most of the cases, financial literacy has a significant positive 
relationship with investors. Higher the level of financial literacy, the better the investors’ 
decisions.

The study conducted by (Reddy and Mahapatra, 2017) found that there is a positive 
relationship between demographic factors and risk tolerance levels among investors. And 
also represented that there is a positive relationship between financial literacy and risk 
tolerance level and also that investors with better financial knowledge are more capable to 
manage their investments (Guiso and Viviano, 2015). There is a positive effect of financial 
literacy on the financial behaviour of financial account holders and also the loan repayment 
position of the financially literate individuals is better (Çera et al., 2021b; Noor et al., 
2020) but a study conducted by (Jin et al., 2021) found that there is a negative relationship 
between financial literacy and loan loss provision. The finding of (Giofré, 2017) shows that 
there is a positive relationship between financial literacy and foreign portfolio investments. 
The study found that (Okello Candiya Bongomin et al., 2020) financial intermediaries play a 
significant role in encouraging financial literacy and financial inclusion in rural areas but the 
SME owners are facing multiple problems in diversifying their investments (Agyei, 2018).
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(Mudzingiri et al., 2018; Pangestu and Karnadi, 2020) stated that age and financial decisions 
positively affects the financial literacy among student while confidence, time preference, 
financial behaviour and risk preference does not influence the financial literacy level of 
students.

The information opted from the balance sheet of companies, cash flows etc performs 
better as compared to individuals obtaining information from brokers, tv and magazines 
(Stålnacke, 2019). Investors having better financial literacy are more confident and opt less 
for financial advice (Carmel et al., 2015; Davydov et al., 2021b; Kramer, 2016). The study 
by (Calcagno et al., 2017) found that irrespective of financial literacy, have high trust in the 
professional advisors and they fully delegate their decisions. Financial literacy is considered 
to be an important factor in retirement saving and investment decisions/ planning (Clark et 
al., 2017; Foster et al., 2015; Gamble et al., 2015).

According to the study by (Hermansson et al., 2022; Jappelli and Padula, 2015) there is a 
positive relationship between financial literacy and stock market participation of investors 
and also reduces the stock market participation costs. The college classes have a significant 
positive impact on financial literacy and are more diligent to restore their portfolio (Bianchi, 
2018) (Brau et al., 2019) . The disposition effect could be reduced with higher financial 
literacy (da Silva et al., 2021). Neighbourhood education and wealth collection have a 
significant impact on financial literacy (Lachance, 2014; van Rooij et al., 2012). According to 
the author (Fort et al., 2016), bank information policies play a significant role in improving 
the financial literacy of old-aged investors. 

4.3 The outcomes of Area of Studies relating to Financial Literacy
Table 7 represents the five main areas of the study related to financial literacy and investment 
mentioned in the previous studies. Among these, the most popular area of the study on 
financial literacy concerning investment was the Relationship between financial literacy and 
investors and the Impact of financial literacy on investment sources/choices referred in 8-8 
articles in the previous studies.

Table 7
Outcomes of the Financial Literacy area

No. Area of Studies Author/s
1.

Relationship between finan-
cial literacy and investors

(Noor et al., 2020)
(Okello Candiya Bongomin et al., 2020)

(Jin et al., 2021)
(Çera et al., 2021a)

(Agyei, 2018)
(Giofré, 2017)

(Guiso and Viviano, 2015)
(Reddy and Mahapatra, 2017)

2. Impact of financial literacy on 
the younger generation

(Mudzingiri et al., 2018)
(Pangestu and Karnadi, 2020)
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3.
Relationship between finan-
cial literacy and investment 

advisor

(Stålnacke, 2019)
(Kramer, 2016)

(Calcagno et al., 2017)
(Davydov et al., 2021a)

(Carmel et al., 2015)
4. Impact of financial literacy on 

retirement investment

(Clark et al., 2017)
(Gamble et al., 2015)
(Foster et al., 2015)

5.

Impact of financial literacy on 
investment sources/choices

(Hermansson et al., 2022)
(Jappelli and Padula, 2015)

(Bianchi, 2018)
(da Silva et al., 2021)

(Fort et al., 2016)
(van Rooij et al., 2012)

(Lachance, 2014)
(Brau et al., 2019)

5. CONCLUSION 

The systematic review for financial literacy determined the criterion of publication during 
the past 10 years (2012-2021). Cogent Economics and Finance show greater chances of 
publication of articles in the area of financial literacy and investment. The study also shows 
the highest number of author/s contributions in published articles is three. Financial literacy 
plays a great role in the success of an investor. The study also represents the features of 
systematically reviewed articles. The study showed the tools and techniques followed by the 
previous authors. The review of the study also represented the objectives, variables, findings 
and practical implications of the articles. The outcomes of the area of studies on financial 
literacy and investor are into the association between financial literacy and investment and 
they have been categorized into 5 different categories. 

From the study, it is analysed that the scope of research on financial literacy and investment 
is anticipated to grow in the coming future as the trend of publications of previous articles 
shows higher publications in 2015 and 2021. The motive of doing a systematic literature 
review is to help researchers in acknowledging the trends in the field of financial literacy 
and investors’ research to improve their investment decision-making power. 

In the end, this study provides various suggestions to future researchers. First, the research 
is fully based on quantitative data the future researchers can fulfil this gap. Second, the 
research considered only articles for the study no books, magazines, or conference papers 
were considered. Third, future researchers can consider factors influencing the financial 
literacy among investors. Fourth, the study considered only open access data, further 
researchers can also go for closed access articles. Fifth, the study included limited subject 
areas i.e., Economics, Business, Finance, Management and Accounting, the future researchers 
can add other subjects as well. Sixth, last but not the least, the study covers only 10 years of 
review articles. Therefore, the period of the study can be expanded.
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