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Abstract

The impact of international financial markets on development as well as their
impact on economic growth in developed economies has caused emerging
financial markets to become one of the topics of concern for researchers and
economists, especially during the recent economic crises in most countries. The
capital market as an economic institution plays the main role in increasing the
efficiency and optimal allocation of capital, as well as providing the possibility of
financing new projects and development plans and other operations in companies
and the government; Therefore, studying the relationship between the capital
market and economic growth is of particular importance. Therefore, the present
study examines the existence of an inverted U relationship between the capital
market and economic growth, as well as the effect of the stock market on Iran's
economic growth during the period of 1975-2018 using autoregression with
distributional lag (ARDL).The results obtained from the above model show that in
the short and long term, the inverted U relationship between the financial sector
and economic growth has the correct sign and is significant, but it does not have a
necessary and sufficient condition; It was also found that the capital market had a
positive and significant effect on Iran's economic growth in the short and long
term. In addition, capital stock, education and government spending have had a
positive and significant effect on Iran's economic growth.
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