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Abstract

The development technology may lead to increased complexity and inter-dependence in all aspects of
life. Financial section of any economy can be analyzed in terms of complexity. This can be because of
globalization, the expansion of financial markets, the increase in the number of financial institutions,
technology, and even the increase in population. Despite of increasing the speed and efficiency in this
sector as result of complexity, this can create challenges and problems. Hence, it is necessary to analyze
complexity in financial network of Iran’s economy.

For investigating the complexity in financial sector for Iran’s economy, Kolmogorov method is applied
and the necessary data are collected from World Bank by 2005 — 2021. To doing this, at first, the
adjacency matrix of the financial network of the Iranian financial system is calculated, and, in second
step this financial system is drawn in terms of the relationship between the important variables of the
finance sector. In this approach, financial complexity is the level of randomness and unpredictability of
the financial system. Analyzing the network of the financial system indicates that, the capital market in
the Iran’s economy is not an effective sector in comparison of the money and insurance markets. In
other words, the economy of Iran is bank oriented. Among financial institutions, banks and depository
institutions play a decisive role in the country. Also, according to calculations, the financial sector in
Iran is completely random and unpredictable. Therefore, the finance sector of the economy is highly
complex. So, it can be interpreted there is high systemic risk in the country's financial system.
Keywords: Financial Complexity, Financial Network, Kolmogorov Complexity
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