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Mean 3.85 1.54 3.148 4.0 3.33
Median 3.88 1.55 3.59 4.0 3.33
Maximum 3.98 2.58 5.89 4.2 4.0
Minimum 3.70 0.122 0.52 3.58 2.33
Std.Dev 0.085 0.49 1.54 0.17 0.43
Skewness -0.259 -0.51 -0.23 -0.49 -0.30
Kurtosis 1.873 3.52 1.91 2.34 2.63
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50, t-statistic t-statistic
-1.95 -4.85 1.129 None LGINI
1(1.0) -3.54 -4.91 -3.30* Trend, C
-2.95 -4.93 -1.38 C
-1.95 -5.53 -0.56 None LGROWTH
1(1,0) -3.60 -5.41 -3.35% Trend, C
-2.95 -5.47 -3.06 C
-1.95 -1.128 2.30 None LINF
I(1) -3.54 -3.354* -1.424 Trend, C
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-2.95 (2)-6.46 (6) -0.86 C
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1(1,0) -1.95 (1) -10.21 (4) 2.09 None LG
-3.54 (5) -12.83 (1) -4.68 Trend, C
-2.95 (3) -11.41 (2)-2.21 C
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Cointegration Form

Variable Coefficient Std. Error t-Statistic Prob.
D(LGROWTH) -0.010046 0.0085 -1.1687 0.2500
D(LINF) 0.038351 0.0113 3.3885 0.0017
D(LG) -0.078788 0.0790 -0.9972 0.3251
D(FD) 0.037033 0.0147 2.5177 0.0163
CointEq (-1) -0.736531 0.1587 -4.6407 0.0000

Cointeq= LGINI- (0.0314*LGROWTH + 0.0521*LINF — 0.1070*LG + 0.0503*LFD

+4.0017)

Long Run Coefficient
Variable Coefficient Std. Error t-Statistic Prob.
LGROWTH -0.031368 0.0151 -2.0730 0.0452
LINF 0.052070 0.0119 4.34727 0.0001
LG -0.106972 0.1105 -0.967502 0.3396
LFD 0.050280 0.0178 2.815153 0.0078
C 4.001719 0.40857 9.794283 0.0000
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F-statistic 0.287 Prop. F (2.35) 0.75
Obs*R- squared 0.744 Prop. Chi- Square (2) 0.68
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(%) do>
GS L gadll Gull) Sl ade SLAR) il
F-statistic 3.319 Prop. F (1.43) 0.075
Obs*R- squared 3.225 Prop. Chi- Square (1) 0.072
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Abstract

This study attempted to verify the existence of a long-term
relationship between financial development and inequality in Egypt,
using bound test of co-integration connected with ARDL methodology,
and the error correction model (ECM) to test the mechanisms of the short
term. Moreover, the study verified, also the (GJ) hypothesis between
financial development and inequality in income distribution on the time
series of the Egyptian economy covering the period from 1971-2019. The
study adapted econometrics methods, such as the Augmented Dicky
Fuller Test (ADF), the Philip-Perron Test (PP), ARDL methodology, and
the ECM model to test the relationship dynamics in the short term.
Bound tests have shown a cointegration relation between the model
variables.

The results of the ARDL suggest that financial development in
Egypt increases inequality, as a 1% increase in financial development
leads to an increase in inequality by 0.03% in the long term, and by
0.05% in the short term. Consequently, this paper did not find support for
(GJ) hypothesis. The results also showed that increasing inflation leads to
increased inequality. In the short and long term, in addition, the study
provided evidence of a positive causation between economic growth and
income distribution in the long term, in line with Kuznets' hypothesis.
Finally, the study found a non-significant inverse relationship between
globalization and inequality in income distribution in the short and long
terms. Based on these results, the study recommends developing a strong
branch network for banking branches, spreading credit and providing
banking facilities in rural and urban areas, and adopting a financial
inclusion path to reduce income inequality in Egypt.

Keywords: Financial development, income inequality, ARDL, VECM,

Egypt.




