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Abstract  The relationship between financial development and income
inequality is one of the topics that has been the focus of researchers and
economic policymakers since the 1990s; hence extensive empirical studies
attempt to determine the type of effect of financial development on
income inequality in the world. In Iran, in recent decades, studies have
been conducted to investigate the effects of financial development on
income inequality within the framework of the inverted U hypothesis and
linear relationships between these indicators. In the present study, the
asymmetric and non-linear effects of financial development on income
inequality for the period 2013-2016 have been investigated. The current
research method is organized in the category of applied research, and for
this purpose, the NARDL model has been used; the use of this approach is
the distinguishing feature of the present study compared to other studies
conducted in Iran. The results show that financial development has a
negative relationship with income inequality in Iran, and this relationship
is consistent with the inequality reduction hypothesis. Also, the existence
of long-term asymmetric effects has been confirmed in the model, so
increasing and decreasing the financial development of income inequality
in the long term bears different statistical effects.
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Indicator Description

The financial resources provided to the private sector
Private Credit by Deposit by domestic money banks as a share of GDP. Domestic
Money Banks to GDP money banks comprise commercial banks and other

(%) financial institutions that accept transferable deposits,
such as demand deposits.
Financial System Demand, time and saving deposits in deposit money
Deposits to GDP (%)) banks and other financial institutions as a share of GDP.
Stock Market Total value of all listed shares in a stock market as a

Capitalization to GDP (%) percentage of GDP.
Stock Market Turnover Total value of shares traded during the period divided
Ratio (%) by the average market capitalization for the period.
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