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Abstract

This paper aims to study the relationship between financialization and the variables of income
distribution and economic growth in Iran during 1988:q1 -2019:q4. To analyze the
relationship, the continuous wavelet transform approach and to explain the results with
empirical facts, the regression approach with Mixed Data Sampling (MIDAS) have been used.
Results of the wavelet transform show that, in the short-run, there is a positive coherency
between financialization and income inequality; so that during 1989-2007 and 2014-2019,
financialization is the leading and cause of income inequality. Also, in the short run, there is a
negative coherency between financialization and economic growth; in a way that during
1989-2019 financialization is the leading and cause of economic growth. The results of the
MIDAS approach also show that in addition to financialization, the variables of government
expenditures, economic growth, inflation, and sanctions have a positive and significant effect,
and the policy of targeted subsidies has a negative and significant impact on income
inequality. Also, financialization, government expenditures, income inequality, inflation, and
economic sanctions have a negative and significant effect, and physical capital, employment,
and degree of trade openness have a positive and significant effect on economic growth. As a
result, the phenomenon of financialization accompanied by the imposition of economic
sanctions and government policies, on the one hand, leads to an increase in the wage and
income gap between the real sector and the financial sector, and, on the other hand, their
effects leave a negative impact on economic growth by the diversion investment to
unproductive activities.
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