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Abstract

Today, the importance of energy consumption in the process of economic develop-
ment and the role of financial markets in economic growth, by shifting out financial
flows from unproductive to productive sectors, have been proven. Due to the com-
plexity of economic systems in different countries, this relationship may be asym-
metric. Given that economic growth of Iran face great fluctuations, the study of the
asymmetric relationship between energy consumption and financial development
can help Iran pave the economic growth path. The present study examines the
asymmetric and nonlinear relationships between energy consumption, financial de-
velopment and economic growth with emphasis on capital and labor for the Iranian
economy during the period 1978 to 2016. To investigate asymmetric correlation
between variables, a Non-Linear Auto-Regressive Distributed Lags (NARDL) ap-
proach is used. In addition, to investigate the causal relationships between the varia-
bles under study, Nonlinear Granger Causality Test and Diks & Panchenko nonpar-
ametric approach are employed. The results show that there are asymmetric co-
integrations among variables, especially economic growth and energy consumption.
The results of nonlinear causality show that a unidirectional causality runs from
economic growth to energy consumption, capital and labor. Thus, implementing
conservative energy consumption policies, efficient and optimal use of energy in
manufacturing sectors, directing capital to productive sectors having export ad-
vantage, providing more facilities to the private sector and training labor tailored to
the needs of Iranian labor market can contribute to sustainable growth and develop-
ment in [ran.
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