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Abstract

In this study, the main objective is to develop a comprehensive and practical model for decision-making by
financially literate investors based on behavioral biases (cognitive and emotional biases) in the Iranian capital
market. To achieve this goal, various aspects of this topic have been examined from different perspectives in
the Iranian capital market. In the field of decision-making by financially literate investors, most research has
been quantitative, with only a limited number of qualitative studies, which have solely focused on the
dimensions of financial literacy. In this qualitative study, in addition to examining the dimensions and categories
of financial literacy, the dimensions and categories of behavioral biases (cognitive and emotional) have also
been investigated. Furthermore, accounting knowledge, due to its provision of accurate and reliable financial
information to investors, has been recognized as one of the parameters of financial literacy, aiding in better
analysis and smarter financial decision-making. Using grounded theory, the impact of behavioral biases on the
decision-making of financially literate investors for stock selection in the Iranian stock market was modeled.
The statistical population of this study includes 20 experts and university professors with at least a master's
degree. Participants were selected using purposive and snowball sampling techniques, and this process
continued until theoretical saturation was reached. Data were collected through semi-structured interviews and
then coded using MAXQDA software. To examine each parameter of this study (financial literacy and
behavioral biases) more precisely, the researcher coded all interviews separately in two distinct stages: once for
the financial literacy parameter and once for the behavioral biases parameter, using open and axial coding.
Finally, using selective coding, all extracted categories of both parameters led to the formation of the paradigm
model of decision-making by financially literate investors. This modeling can help better understand investor
behavior and improve their financial decision-making. This is particularly important in the Iranian capital
market, which is influenced by contextual factors and behavioral emotions. Therefore, this study helps
financially literate investors gain a better understanding of the impact of behavioral biases on their decision-
making and, as a result, make optimal decisions to increase their investment returns.
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