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Abstract

The theoretical and Practical controversy between the financial development and
economic growth still exists and as this relationship varies among countries and regions.
Thus, it is necessary to be diagnosed in detail in order to provide the basic requirements for
resources planning and management in macro economic .

This study aims at finding out the impact of financial development on the
economic growth rate in a group of Asian countries with similar income levels classified by
the World Bank through using the Autoregressive Distributed Lag (ARDL) approach to
analyze the Co-integration developed by (Pesaran et al.,2001) and then to test the long and
short-term relationship by using the Unrestricted Error Correction Model (UECM) and (F)
statistics for boundaries among the financial development indicator, real economy,
financial markets and economic growth for the Period (1960-2010).

The Co-integration test indicats that there is a significant positive relationship
between the financial development , represented by the local credit factor granted to the
private sector, and the economic growth. In the short term this relationship, however,
turned into a negative one and this direction supports by the causal relationship, this result
agrees with the financial development hypothesis as a leader for the economic growth.

key words: Financial Development, Financial Liberalization, Economic growth, ARDL,
Financial Structure .
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(1)
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Bounds F-Test For Co-integration
Variable F- Statistics (P-Value)
AGRO GRO(BM DB DC CT ST INF SAV) 7.49(0.006)**
ABM BM(GRO DB DC C T ST INF SAV) 1.21(0.27)
ADB DB(GRO BM DC C T ST INF SAV) 1.3(0.26)
ADC DC(GRO DB BM C T ST INF SAV) 0.27(0.61)
AS  SAV (GRODCDB BM CT ST INF) 2.96 (0.81)
AC  C(GROBMDCDBT ST INF SAV) 0.26 (0.61)
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AT T (GRODCDBBM INF S C ST) 4.31 (0.03)
AST ST (GRO DCDB BM T INF SAV C) 0.47(0.49)
AINF INF(GRO DC DB BM SAV C ST CF) 2.88(0.09)
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SAV 0.64 4.41
CF -0.33 2.9
ST  -0.056 2.6
CON  -3.37 1.8
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DDC  -0.17 3.4 0.53  10.1 121.6
DSAV 0.49 2.7
DCF -0.64 4.3
DST  -0.086 2.47
ECT -0.31 1.8
CON 0.86 2.1

Critical Values of F- Statistic Lower bound I(0) Upper bound I(1)

5%
1 %

243 3.65
2.97 4.24

Source :Pesaran et al.,(2001), Table CI, Iii Case III Unrestricted Intercept and No Trend .
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