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Abstract

Article information

Economic inequality remains one of the most pressing
challenges facing contemporary societies, particularly in
developing countries, where it can undermine both social
cohesion and economic stability. This study investigates
the impact of income disparity on the demand for
physical and non-physical assets held by central banks.
Specifically, it explores whether unequal income and
wealth distribution influence demand for such assets. The
research comprises two phases: first, a systematic review
of the existing literature on economic inequality and
central bank asset demand establishes the study’s
theoretical foundation. Second, empirical analysis is
conducted to identify patterns in how inequality affects
demand for physical assets, such as gold and foreign
currency reserves, and non-physical assets, such as
securities. Based on these findings, the study provides
recommendations for central bank policies aimed at more
effective resource management and the reduction of
inequality.
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Aim and Introduction:

Economic inequality is a significant challenge in contemporary societies,
particularly in developing economies, where it threatens the stability of social and
economic institutions. This study investigates the impact of income disparity on
the demand for physical and non-physical assets held by the central bank, seeking
to determine whether unequal income and wealth distribution affect demand
patterns for these assets.

The research unfolds in two phases. First, a systematic review of the literature on
economic inequality and central bank asset demand provides the theoretical
context. Second, a data-driven analysis examines how inequality influences
demand for physical assets (e.g., gold, foreign currency reserves) and non-physical
assets (e.g., securities). The study concludes with policy recommendations for
central banks aimed at optimizing asset allocation and mitigating economic
inequality.

Findings:

This study evaluates the capacity of the central banks to influence income
inequality and examines how disparity affects demand for different asset classes.
Statistical tests reveal that the null hypotheses of equal slope coefficients and
symmetry among income deciles are rejected at the 5% significance level,
indicating complex, nonlinear relationships between income levels and asset
demand.

At lower income levels, increases in income correspond to heightened demand for
U.S. dollars; however, this effect reverses at higher income levels. The Gini
coefficient also exhibits heterogeneous effects across income deciles—rising
inequality increases demand in some deciles while reducing it in others. Income
becomes statistically significant only in higher income deciles, positively
influencing the demand for British pounds. However, as income disparity widens,
demand for pounds may decline.

Regarding the Chinese yuan, income significantly affects demand only in the sixth
to ninth deciles. In these groups, higher income levels are associated with
increased demand for yuan. Conversely, in the fourth to sixth deciles, the yuan’s
exchange rate negatively influences demand. The Gini coefficient is significant in
most income deciles, further illustrating the multifaceted effects of inequality. The
euro exchange rate is also significant in most deciles (except the ninth), exerting
a stronger negative effect at higher income levels. Interest rates are significant
only in the first through third deciles, where they negatively affect euro demand.
For the Swiss franc, income coefficients are generally positive and significant,
suggesting that income growth increases demand for francs. However, a negative
effect is observed in the ninth decile, potentially due to heightened inequality. The
Gini coefficient is significant across all deciles, indicating that inequality tends to
reduce demand at lower income levels while increasing it at higher ones.

The Japanese yen’s coefficient is significant across all deciles. Increases in the
yen’s exchange rate typically reduce demand, except at higher income levels,
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where positive effects are observed. Rising income decreases demand for yen at
lower income levels, increases it at middle levels, and decreases it again at higher
levels. Additionally, the global price of gold positively affects yen demand.
Income disparity also affects demand for debt securities. The price of
gold significantly influences demand for these instruments, particularly in the
seventh to ninth deciles, suggesting that higher gold prices prompt investment
diversification.

Demand for money is significantly influenced by income and interest rates across
all deciles. Generally, rising income increases money demand, but in higher
income deciles, income declines are associated with reduced demand. The Gini
coefficient becomes significant from the second decile onward, indicating that
individuals in higher-income groups tend to hold more liquidity in response to
inequality.

Conclusion:

Income inequality, especially in developing countries such as Iran, poses a
fundamental challenge, contributing to uneven wealth distribution, social
dissatisfaction, and potential economic crises. As the principal institution of
monetary policy, the central bank plays a critical role in mitigating these
disparities. Using data from 1971 to 2023 and employing quantile regression
analysis, this study examines how demand for central bank assets—including
currency, gold, money, and securities—interacts with income inequality in Iran.
The findings demonstrate that foreign reserves, gold, and securities serve as vital
instruments for strengthening the financial system and managing liquidity.
However, income inequality produces differential effects on asset demand. For
example, at lower income levels, demand for foreign reserves and gold rises,
while at higher levels, it declines.

To address these dynamics, the central bank can reduce inequality through interest
rate adjustments, improved access to credit, and inflation control. Collaboration
with the government to identify economic and social priorities and to increase
public awareness is also essential. Ultimately, integrating equitable income
distribution into economic policymaking is crucial for sustainable development
and enhanced public welfare.
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Table.4: Estimation Results of the U.S. Dollar (USD) Demand Function
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Table.5: Estimation Results of the British Pound Sterling (GBP) Demand Function
Al Sas 0.10 0.20 0.30 0.40 0.50 0.60 0.70 0.80 0.90
c cupa | 062 | -0.21 | -0.16 0.02 0.52 1.04 0.43 1.11 | -2.87
e mhas 0.23 0.70 0.82 0.98 0.58 0.15 0.64 0.58 0.02
S 0.95 0.99 0.98 0.99 1.01 1.03 0.99 0.97 0.78
e mhas 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
v Gpa 0.02 0.02 0.01 0.01 0.02 0.03 0.06 0.10 | -0.21
e mhas 0.73 0.71 0.92 0.92 0.86 0.61 0.04 0.05 0.02

X2(-1)

E2 <ura= | -0.03 | -0.03 | -0.02 | -0.03 | -0.02 | -0.02 | -0.02 | -0.07 0.08
S Mezhe | 0.03 0.05 0.00 0.03 0.07 0.07 0.05 0.03 0.03

R Gups | -0.02 | -0.01 | -0.01 | -0.01 | -0.01 0.00 | -0.01 0.00 0.00

G Mmazbu | 0.05 0.02 0.02 0.05 0.06 0.07 0.08 0.91 0.86

RB s 0.03 0.01 0.02 0.01 0.00 | -0.01 | -0.01 | -0.02 0.03
G Mmezhu | 0.01 0.21 0.29 0.66 0.98 0.59 0.69 0.49 0.38

GP S 0.07 0.03 0.04 0.04 0.02 0.00 0.07 0.08 0.20
S Mezhe | 0.00 0.01 0.02 0.04 0.77 0.04 0.01 0.05 0.02

GINI : 1.01 0.04 0.18 | -0.18 | -1.03 | -2.06 | -0.91 | -1.85 6.68

S
S lline mhass 0.05 0.83 0.90 0.01 0.05 0.01 0.03 0.01 0.02
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Table.6: Estimation Results of the Chinese Yuan Renminbi (CNY) Demand Function

e S 0.10 0.20 | 0.30 0.40 0.50 0.60 0.70 0.80 | 0.90
c <= | -0.11 | -0.06 | -0.08 0.01 0.36 1.01 1.40 0.65 | 0.84

s Mezhe | 0.00 0.00 | 0.00 0.00 0.00 0.00 0.00 0.00 | 0.00

X3(-1) s | 095 0.94 | 097 0.98 0.99 1.00 0.98 091 | 071
S Mezhe | 0.00 0.00 | 0.00 0.00 0.00 0.00 0.00 0.00 | 0.00

v cuxa | 001 0.04 | 0.01 0.00 0.01 0.03 0.08 0.08 | 0.05

S Mmabe | 0.86 0.61 0.94 0.99 0.90 0.05 0.02 0.05 | 0.05

E3 <upa | -0.07 | -0.07 | -0.03 | -0.02 | -0.03 | -0.04 | -0.05 | -0.07 | -0.13

G Mmembe | 0.18 0.18 | 0.18 0.02 0.02 0.03 0.06 0.22 | 0.07

R <uya | -0.01 | -0.01 | -0.01 | -0.01 0.00 0.00 0.00 0.00 | 0.00

S Mezhe | 0.26 0.28 | 0.54 0.50 0.96 0.82 0.89 0.92 | 0.61

RB cuxa | 001 0.02 0.01 0.01 0.00 | -0.01 | -0.01 | -0.02 | 0.02
G Mmazbs | 0.06 0.05 | 0.40 0.48 0.91 0.70 0.60 0.54 | 0.68

GP cuxa | 011 0.09 | 0.05 0.04 0.03 0.02 0.04 0.13 | 0.19
S Mmazhu | 0.05 0.09 | 0.01 0.00 0.02 0.09 0.01 0.02 | 0.15

GINI <= | -021 | -0.23 | -0.04 | -0.18 | -0.72 | -1.88 | -2.70 | -0.85 | -0.80
s mhan 0.00 0.09 | 0.07 0.00 0.00 0.02 0.01 0.01 | 0.00
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Table.7: Estimation Results of the Euro (EUR) Demand Function

s S 0.10 | 0.20 | 0.30 | 0.40 | 050 | 0.60 | 0.70 | 0.80 | 0.90

c e -1.12 |-0.37 |-0.13 | 0.11 | 0.17 | 132 | 0.70 | 1.25 | -2.82

s dimambw | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00

X4(-1) e 095| 099 | 098 | 099 | 1.00 | 1.03 | 1.00 | 0.98 | 0.79

ezl | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00

v Sy pa -0.04 | 002 001 | 001 | 002 ] 005| 0.07| 011 ]-0.21

s dimambu | 061 | 078 | 0.89 | 0.88 | 0.84 | 0.36 | 0.40 | 0.49 | 0.23

E4 S pa 0.00 | -0.02 | -0.03 | -0.02 | -0.02 | -0.03 | -0.03 | -0.08 | 0.08

@ Miemdas | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.05| 0.02 | 0.08

R o pa -0.03 | -0.01 | -0.01 | -0.01 | -0.01 | 0.00 | -0.01 | 0.00 | -0.01

Miemdaw | 0.03 | 0.00 | 0.03 | 0.08| 050 | 0.79 | 0.67 | 0.84 | 0.82

RB S a 0.03| 0.02| 001) 001) 0.00|-0.01]-0.01|-0.01| 0.03

s Meaphu | 0.06 | 017 | 045 | 057 | 0.82 | 059 | 0.73| 057 | 0.35

GP o pa 0.11 | 0.02 | 0.04 | 0.03 | 0.03 |-0.01 | 0.04 | 0.07 | 0.19

s Miemdaw | 0.03 | 053 | 0.33 | 046 | 0.60 | 0.83 | 0.48 | 0.57 | 0.13

Supa 192 | 054 | 0.11 | -0.36 | -0.32 | -2.67 | -1.40 | -2.29 | 6.65

GINI Cfm 0.00 | 0.03 | 0.04 | 0.03 | 0.06 | 0.08 | 0.05 0.0 | 0.01
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Table.8: Estimation Results of the Swiss Franc (CHF) Demand Function

Sl <Sw> | 010| 020 | 030 | 040 | 050 | 0.60 | 0.70 | 0.80 | 0.90
C <u»= | -053 | -0.03 | -0.09 | 0.07 | 007 | 1.41 | 112 | 1.62 | -2.60
sdmazhe | 031 | 096 | 089 | 093] 094 | 010] 021 | 0.16 | 0.07

X5(-1) <u»=| 095| 1.00| 098 | 098 | 099 | 1.02 | 1.02 | 097 | 081
s dmazhe | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00

v <u»=| 0.02 | 0.05] 0.01] 001 | 002 | 0.06 | 0.08 | 0.11]-0.15

s Msezba | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00

E5 <u»= | -0.04 | -0.04 | -0.03 | -0.03 | -0.03 | -0.04 | -0.03 | -0.07 | 0.04
dmezhu | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00

R <u»= | -0.02 | -0.01 | -0.01 | -0.01 | -0.01 | 0.00 | -0.01 | -0.01 | -0.01

s Msezbe | 0.05| 053 | 036 | 063 | 063 | 081 | 069 | 071 | 0.77

RB <w»>=| 003 | 001) 001 | 0.01| 0.00]|-0.01|-0.01]-0.01 | 0.03
dmezhu | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00

Gp <u»= | 0.07 | 0.02 | 0.04] 004 | 003 |-0.01 | 0.00 | 0.07| 0.17
s Mezbe | 006 | 071 028 | 041 | 056 | 0.83 | 098 | 057 | 0.23

GINI <wr>| 083 |-0.10| 0.06 | -0.25 | -0.08 | -2.72 | -2.05 | -3.08 | 5.88
g Mezke | 0.00 | 0.00 | 0.00 ]| 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00
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Table.9: Estimation Results of the Japanese Yen (JPY) Demand Function

Al A2 0.10 | 0.20 | 0.30 | 0.40| 050 | 0.60 | 0.70 | 0.80 | 0.90
c e -0.56 | -0.40 | -0.35 | -0.32 | 0.04 | 1.13 | 059 | -0.25 | -2.73
ﬁ:; 0.00 | 0.00| 000 | 0.00| 000 | 0.04| 051 093] 0.01

X6(-1) = 111 | 100 | 1.00| 100 | 1.02 | 1.03 | 1.00| 0.89 | 0.77
ﬁ:; 0.00 | 0.00| 0.00 | 0.00| 0.00 | 0.00| 0.00 | 0.00| 0.00

Y Sy 009 | 0.02| 001 0.01| 002 | 0.03| 0.05|-0.07 | -0.22
5::“ 039| 075| 083 | 091 | 086 | 060 | 069 | 0.75| 0.13

E6 Sua -0.09 | -0.03 | -0.03 | -0.02 | -0.03 | -0.01 | -0.02 | 0.01 | 0.10
5::“ 0.00 | 0.00 | 0.00 | 0.00| 0.00| 0.00| 0.00 | 0.00 | 0.00

R Sua -0.01 | -0.01 | -0.01 | -0.01 | 0.00 | 0.00 | -0.01 | 0.00 | 0.00
5::“ 0.00 | 0.00 | 0.00 | 0.00| 0.00| 0.00| 0.00 | 0.00 | 0.00

RB Sl 001 | 0.02| 001 0.02| 0.00|-0.01]-0.01|-0.01] 0.01
5:; 043 | 014| 030 | 0.26 | 0.05| 0.00| 0.00 | 0.00 | 0.62

GP s 0.04| 0.03| 004 | 004 | 003|-0.01) 0.07| 013 ] 0.17
5:; 064 | 041| 029 | 036 | 059 | 082 | 053 | 0.23| 0.11

GINI S -0.06 | 040 | 037 | 037 |-027|-227 | -133 | 0.74| 681
5‘31; 097 | 073 | 0.78 | 0.01| 0.00 | 0.00 0.0 | 0.02 | 0.01
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Table.10: Estimation Results of the Gold (XAU) Demand Function

Sl <»2 | 010 ) 020 | 030 | 040 | 050 | 060 | 0.70 | 0.80 | 0.90
C cupa | 126 | 1.09 | -0.75 | -0.74 | -0.75 | -1.48 | -1.60 | -1.50 | -1.40
$Maezbu | 073 | 0.00 | 000 | 0.00 | 0.00 | 000 | 0.00 | 0.00 | 0.00

X7(-1) cuypa | 076 | 090 | 099 | 099 | 099 | 097 | 095 | 097 | 1.10
ezl | 000 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00

Y cuya | 008 | -004 | 014 | 013 | 010 | 011 | 0.05]| 0.02 | -0.09
$memlas | 085 | 000 | 0.05| 0.02 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00

E cuya | -0.22 | -0.04 | 0.00 | 0.00 | 0.00 | -0.04 | -0.02 | -0.02 | -0.09
dimazhu | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 000 | 0.00 | 058 | 0.08

R <up> | -0.16 | -0.07 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.01 | 0.08
ez | 015 | 0.00 | 0.00 | 0.00 | 000 | 000 | 0.00 | 000 | 0.21

RB <uy> | 013 | 0.06 | -0.01 | -0.02 | -0.02 | -0.02 | -0.02 | -0.03 | -0.09
Mozl | 020 | 027 | 002 | 002 | 007 | 034 | 041 | 016 | 0.20

GP <uya | 006 | 007 | -0.28 | -0.29 | -0.28 | -0.28 | -0.28 | -0.22 | 0.06
ezl | 094 | 0.00 | 000 | 000 | 0.00 | 000 | 0.00 | 0.00 | 0.01

GINI —up> | -566 | -2.02 | -053 | -0.70 | -0.68 | 0.21 | 0.62 | 0.72 | 147
mezhu | 013 | 028 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00

WGP up> | 209 | 0.00 | 401 | 430 | 421 | 494 | 483 | 412 | 1.06
dimezhu | 0.83 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.00 | 0.05

OIL —uy> | 020 | 0.00 | -0.04 | -0.05 | -0.03 | -0.02 | 0.00 | 0.00 | 0.05
Gollimazmhaw | 019 | 099 | 000 | 000 | 000 | 079 | 0.00 | 0.0 | 0.00
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Table.11: Estimation Results of the Fixed-Income Debt Securities Demand Function

i <« | 010 | 020 | 030 | 040 | 050 | 0.60 | 0.70 | 0.80 | 0.90
C <uya | 013 | 092 | 030 | 024 | 0.10 | 0.05 | -0.07 | -0.15 | -0.48
ezl | 084 | 005 | 043 | 051 | 073 | 087 | 079 | 0.66 | 0.23

X8(-1) cuypa | 093] 094 | 093 | 095 | 097 | 097 | 098 | 1.00 | 1.05
ezl | 0.00 | 0.00 | 0.00 | 0.00 | 000 | 0.00 | 0.00 | 0.00 | 0.00

Y <uy> | -0.01 | -0.01 | -0.03 | -0.02 | -0.02 | -0.02 | -0.02 | 0.01 | -0.05

s iezhu | 084 | 088 | 049 | 065 | 069 | 055 | 048 | 0.84 | 0.30

E <uy> | 000 | 0.00| 0.01] 001 |-0.01|-0.01 ) -0.01 | -0.01 | 0.00
iezhu | 086 | 094 | 056 | 075 | 057 | 056 | 036 | 0.19 | 0.97

R —uy> | 0.01 | -001]-0.01]-0.01 | -0.01 | -0.01 | -0.01 | -0.02 | -0.02
mezhu | 048 | 046 | 051 | 015 | 023 | 031 | 029 | 0.06 | 0.08

RB <uy>| 0.00 | 0.00 | 0.00 | 0.01 | 0.00 | 0.00 | 0.00 | 0.01 | 0.01
s Miehe | 085 | 069 | 083 | 031 | 067 | 082 | 0.86 | 032 | 0.22

GP <uya | 003 | 002 | 005 | 0.03 | 0.04 | 0.05| 0.05 ]| 0.04 | 0.03
G Mimezhe | 037 | 035 | 006 | 017 | 012 | 0.07 | 0.04 | 0.04 | 0.04
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