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Abstract

This study evaluates the nexus between financial sector development and economic
growth in Nigeria for the period 1986 to 2016. Secondary data were extracted from
Central Bank of Nigeria statistical bulletin 2016. The dependent variable is Economic
growth which was proxy by GDP and the independent variable is financial sector
development which was proxy by credit to private sector and market capitalization while
inflation rate as control variable. Expo-facto research design was thus used. The study
applied multiple regression model of analysis using Eview statistical package version 8.
It was found that financial sector development has positive and significant relationship
with economic growth in the period of study. The study recommends that Central Bank of
Nigeria (CBN) ensure effective compliance with its credit control policy which direct
credit to more productive private sector activities and the Securities and Exchange
Commission formulating strategies to deepen the Nigerian Stock market.

Keywords: Finonciol sector development, Moarket Copitalization, Bonk Credit,
Economic Growth, Nigerio

INTRODUCTION

The Nigerion finoncial sector like those of mony other less developed countries, wos
highly regulated leading to financiol disintermediotion which retorded the growth of the
economy. The link between the financial sector ond the growth of the economy has been
weok. The real sector of the economy, most especially the high priority sectors which ore
also soid to be economic growth drivers are not effectively and efficiently serviced by the
finoncial sector. The bonks are decloring billions of profit, the Morket capitalization is
hitting up to 13 trillion but yet the real sector continues to weok thereby reducing the
productivity level of the economy. Most of the operators in the productive sector ore
folding up due to the inability to get loon from the finoncial institutions or the cost of
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borrowing was too outrogeous. The Nigerion bonks have concentrated on short term
lending os agoinst the long term investment which should have formed the bedrock of a
virile economic tronsformation.

The global finoncial crisis which tronsloted into economic meltdown of most notions led
to several bail out of the financial sector (with public funds) by the governments of the
affected countries with believe that once the financial sector is revived it will tronslate
into reviving the economy ond stimulate growth. This scenario however, will only be
possible if there is positive relotionship between the finoncial sector ond the economic
growth with cousality running from the finoncial sector to economic growth. This
provoked the need to investigote the relationship between the finonciol development ond
economic growth os public funds should not be used in boiling out the finonciol sector
where such relationship does not exist or where the causal relotionship runs from
economic growth to finoncial development.

The gaps that prompted this study was that most studies conducted previously in Nigerio
on the finoncial sector ond economic growth used only one component of the finoncial
sector such as Capitol morket or Bonking Sector. Toking one component of the finoncial
sector to represent the whole financiol sector will not be on adequate somple of the entire
finoncial sector. This is because for on effective intermediation function which is the key
purpose of any finoncial sector to toke ploce for both short ond long term tenors, the
colloboration of ot least these few components selected for this study will be more
appropriote. To fill the gop therefore, this study considered two components of the
finoncial sector comprising bonking credits ond copital morket to the finonciol sector
together in relotion to economic growth.

Therefore, this study questions the role financial system development plays in driving
economic growth in Nigerio. To further express or investigate the extent to which the
finoncial system hos offected the economic growth in Nigeria the null hypothesis were
formulated below:

Ho1: There is no significont relotionship between bonk Credits to private sector ond
economic growth in Nigerio

Ho2: There is no significont relationship between Market Copitalization ond Economic
growth in Nigeria

LITERATURE REVIEW

Concepts of Financial sector development

According to Adeoye (2007) the finoncial sector development is the hub of productive
octivity of on economy os it performs the vitol role of intermediotion, provider of
payment services ond the fulcrum of monetory policy implementotion. Finonciol
systems have long been identified os o sector that has on importont role to play in the
development of ony economy. The finoncial sector hos been described to be a.catalyst of
economic growth if it is developed and healthy. The reforms in the finonciol sector has
enhonced the copacity of the market to provide windows of opportunities where lorge
scale investors con roise funds to finonce long-term projects and it hos also lead to

increose in employment opportunities os o result of increase in number of branches of
bonks.
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The level of financiol development reflects the soundness of the finoncial sector ond the
ability with which credits ore created with respect to lending ond deposit rates. Finonciol
development theory thus defines the positive role of the finoncial system on economic
growth by the size of the sector’s activity. Thot meons thot on economy with more
intermediory octivity is assumed to be doing more to generate efficient ollocations.
According to Ndebbio (2004) economic growth and development of o country depends
greotly on the role of finoncial deepening. He argued what is importont is whot
constitutes the financiol assets thot wealth-holders must hove os a result of high per
capita income. It is only when we con identify those finoncial ossets con we be able to
approximote finonciol deepening adequately. In short, ond for our purpose, finoncial
deepening simply meons on increose in the supply of finoncial assets in the economy.

Therefore, the sum of oll the measures of finoncial assets gives us the approximote size of
finonciol deepening. Thot meons thot the widest ronge of such assets os broad money,
liobilities of non-bonk finoncial intermedioaries, treosury bills, value of shares in the stock
morket, money morket funds, etc., will have to be included in the meosure of financiol
deepening (Ndebbio, 2004). To simply pick the ratio of broad money (M2) to gross
domestic product (Y), as done in this study, is becouse of lack of relioble data on other
measures of finoncial ossets likely to adequotely opproximate finonciol deepening in
most SSA countries including Nigerio.

It is importont to note thot if the increase in the supply of finoncial assets is small, it
meons thot finonciol deepening in the economy is most likely to be shallow; but if the
ratio is big, it means thot finoncial deepening is likely to be high. Many other authors
have olso defined finonciol deepening. The World Bonk (1989) defines it os on increose
in the stock of asset. Contributing, Shaw (1973:8) sees it as o process involving
specialization in finoncial functions and institutions through which orgonized domestic
institution ond morkets relote to foreign markets, profitoble operation of other
institutions os well via bill deolers to industriol bonks ond insuronce componies.
Opinionating, Nnonna ond Dogo (1998) said that finonciol deepening often refers to a
state of on atomized finonciol system, meoning o finonciol system thot is lorgely free
from finoncial repression. Finoncial deepening thus is the outcome of accepting
oppropriate real finonce policy such os reloting reol rate of return to real stock of finance.

Concept of Economic Growth

Economic growth meons the growth in a nation’s real gross domestic product (on
increose in o nation’s output of goods and services) or the physical exponsion of the
notion’s economy. (Antwi, Mills & Zhao, 2013) Economic growth con be illustrated os
on upbeot chonge on the output of o notion’s monufocturing goods ond services,
stretching over a.certoin period of time (Konu & Ozurumba, 2013)

Banking Sector Credit and Economic Growth

Gherbi ond Eddine (2016) exomined the impaoct of financiol development on economic
growth in the context of the MENA countries. The study considers anumber of measures
of finoncial development thot ore: private credit to GDP, M2/GDP, the rotio of
commerciol bonk ossets to the total of commercial bonk ossets ond central bonk ossets.
They dlso toke growth rote of real GDP as dependent varioble ond few core control
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variobles of economic growth. Their study employed ponel time series dataover the yeor
of 19802012 for each indicator for a split sample of 11 MENA countries. In order to
measure the impoct, this study onalyzes the dota by opplying ponel outoregressive
distributed log (ARDL) framework of pooled meon group (PMG), meon group (MG) ond
Dynomic fixed effect (DFE) estimators. The result obtoined from PMG estimotors
demonstrotes that the finonciol intermediory hos o negative effect on the growth rate in
the MENA countries in the short and long run. The paper concludes by pointing out
directions to improve finoncial development in the MENA countries by applying more
finoncial reforms to promote competition in the finoncial sector ond finoncial structure
exponsion that reflects in the improvement of the quality ond quontity of finonciol
services. On the other hond, toking further steps to creote on oppropriote legol
environment may further help the MENA countries to reap the utmost benefits by
moximizing the potential role of the financiol system in the real sector. However, there
study focused on the money market.

Nwosu ond Metu (2015) ossessed the impoct of financiol development on economic
growth in Nigeria using time series dota from 1970 to 2012. The Autoregressive
Distributed Log bounds testing approoch to cointegrotion wos utilized for this study. The
result from the ARDL model indicate thot the variables for this study ore cointegrated
while the error correction term oppeored significont ond confirms thot short-run
disequilibria are corrected up to about 50 percent onnuolly. The empirical results reveals
that finonciol development exerts positive ond significont impoct on economic growth in
the long—run while trade liberalizotion voriobles exert negative impoct on economic
growth in the long—run indicating non-competitive noture of non-oil domestic products
in the internotional morket. In the short-run, domestic credit is insignificont which
indicates a deorth of investible funds in the economy. There is evidence that finoncial
development policies influence economic growth in the long—run ond not in the short—
run. This study among others recommends the urgent need to implement policies thot
will strengthen the deposit mobilization and intermediation efforts in the bonking system
in order to deepen the financiol system. Nigerion trade performonce should be improved
through economic diversification ond further availobility of funds to private sector ot
competitive interest rate in order to produce internationolly competitive products.

Sunde (2012) determine the noture of the nexus between finoncial sector development
ond economic growth with specific reference to the Namibion economy. The reason why
I carried out this study is thot no similor study has yet been carried out in Nomibio.ond the
nature of the relationship between financiol development ond economic growth is still
not known. This study, therefore, is the first step in attempting to provide literature thot
could be useful to policy mokers ond academics in Nomibio. We used the Gronger
cousolity tests to establish the relotionship among the finoncial sector indicators ond
economic growth indicotors after having corried out the unit root ond co integrotion tests.
The results show thot the Gronger cousality between finonciol development ond
economic growth is by and large bidirectional. In other words, this meons that when the
economy grows the finoncial sector may respond positively ond vice versa. We also
found thot the financiol sector varioble, the logarithm of the rotio of private sector credit
to gross domestic product (GDP), Gronger coused the real variobles, logarithm of reol
GDP, and logarithm of real income per capito. This is in line with the conclusion above
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that real variobles could respond fovorably to finoncial variobles. So cousality in this
cose is running from finoncial variobles to real sector variobles. The article ended with o
coutionary stotement on the size of the sample used ond the general avoilobility of
statistical data on the Nomibion economy, which could have negotively offected the
outhenticity of the results.

Kiron, et al., (2009) investigated the relationship between finonciol development ond
economic growth for ten emerging countries over the period 1968-2007. Three
meosures of finoncial development (ratio of liquid liabilities to GDP, bonk credit to GDP,
ond private sector credit to GDP) were used to quontify the impoct of finoncial
development on economic growth. The results concluded thot finoncial development has
apositive ond statistically significant effect on economic growth.

Sanusi ond Solleh (2007) examined the relationship between finonciol development ond
economic growth in Malaysia covering the period 19602002. Three meosures of
finoncial development were used, nomely, ratio of broad money to GDP, credit provided
by the bonking system, ond deposit money bonks to GDP. By employing the
outoregressive distributed lag approach, the study found that ratio of brood money to
GDP, ond credit provided by the bonking system have positive ond statisticolly
significont impoct on economic growth in the long—run. The results further indicated that
arise in investment will enhonce economic growth in the long-run. Using ponel onalysis
ond Fully Modified OLS (FMOLS) methods.

Market Capitalization and Economic Growth

Rezwonul ond Borua (2015) examines the relationship between finonciol development
ond economic growth using ponel doto for five emerging South Asion countries —
Bongladesh, Indio, Nepal, Pokiston ond Sri Lonko. The heterogeneous ponel dota is
collected from the World Bonk for the period of 1974 to 2012. Economic Growth is
represented by GDP growth rate, ond for Finonciol Development, five mojor variobles
have been used: (i) Domestic Credit Provided by Finoncial Sector, (ii) Totol Debt
Services, (iii) Gross Domestic Savings, (iv) Brood Money, ond (v) Trade Bolonce. Fixed
Effect Ponel regression model has been used ond Time Fixed Effect, Cross Sectional
Dependence, Heteroskedosticity, Serial Correlation ond Cointegration have been tested
for model fitness. The results indicate that growth of total debt services and domestic
savings have significont impact on economic development of these countries.
Interestingly, broad money, trade bolonce ond domestic credit have no consideroble
influence on fostering economic growth which is generolly unexpected. The poper
places several orguments to exploin these results. The study oppears to be a first hond
examinotion on the South Asion countries ond adds new insight into the existing
literature. The findings ond discussions presented would be valuoble in designing long
term finonciol ond mocroeconomic policies by these countries.

Eweton ond Okodua (2013) investigotes the long run ond cousal relationship between
finoncial sector development ond economic growth in Nigeria for the period 1981 ond
2011 using time series data. Results from amultivoriote VAR ond vector error correction
model support evidence of long run relotionship between finoncial sector development
ond economic growth in Nigerio. Gronger cousolity test results olso confirm the

Nexus Between Financial Sector Development and Economic Growth in Nigeria 88



Journal of Taxation and Economic Development ISSN 1118-6017 Vol. 18, (1), March 2019

cointegrotion results indicoting there exist cousolity between financial sector
development ond economic growth in Nigerio. The nature of the cousolity however
depends on the varioble used to meosure financiol development. The results demond thot
government should implement oppropriate regulatory ond mocroeconomic policies to
consolidate on the gains of previous financiol sector reforms.

Khon, Ahmad ond Sirej (2011) has it thot finoncial sector development is on effective
instrument that con bring reduction in poverty. Finoncial sector con be developed by four
different ways, by improving efficiency of the finoncial sector, by increasing ronge of
finoncial sector, by improving regulation of the finoncial sector ond by increosed
accesses of more of the population to the finoncial services. For estimating effect of
finoncial sector development on poverty we divided finonciol sector into four sectors,
Bonking sector, Insuronce compaonies, Stock morket ond Bond market. Gini= f (Bonking
sector, Insurance compaonies, Stock morket ond Bond market) For banking sector, they
used variobles, central bonk ossets to GDP, deposits money bonks ossets to GDP, bonk
deposits, concentration, overhead costs ond net interest rate. For insuronce compony
they used varioble nonife insurance, to copture the effect of stock market vorioble stock
morket turnover ratio used. For bond market both market copitalization to GDP ond
public bond market capitolizotion to GDP are used. This study ottempts to moke onolysis
of the relationship between financiol sector development ond poverty for different
countries. Growth depends on finoncial sector development and poverty depends on
growth, here the negative relotion of poverty ond finoncial sector development tested.

Adelokun (2010) exomines the relationship between finonciol development ond
economic growth. In his study, he perceived relationship between finoncial development
ond economic growth is estimoted econometrically using the Ordinory Least Squore
Estimation Method (OLSEM). The result showed that there is a substontial positive
effect of finoncial development on economic growth in Nigeria. The Gronger cousality
test showed that finoncial development promotes economic growth, but there is evidence
of causality from economic growth to the development of finoncial intermediaries. Thus,
advoncement of the finoncial sector development, including diversificotion of finoncial
instruments should be pursued to focilitote economic development in Nigerio.

Nkoro ond Uko (2009) examines the financiol sector development-economic growth
nexus in Nigerio. In doing this, the study employed the cointegration/Error Correction
Mechonism (ECM) with onnual dotoset covering the period, 1980-2009. Five variobles,
nomely; rotios of brood money stock to GDP, private sector credit to GDP, morket
capitalization-GDP, bonks deposit liobility to GDP ond Prime interest rate were used to
proxy finoncial sector development while real gross domestic product proxy growth.
The empiricol results show thot there is apositive effect of financiol sector development
on economic growth in Nigerioa. However, credits to private sector ond finoncial sector
depth are ineffective ond foil to occelerate growth. This signifies the effect of
government borrowings, the problem of huge non—performing loons, ond o deficient
legal system on the private sector. These inefficiently and severely limit the contribution
of Nigeria’s finoncial sector development to economic growth. To sustain ond enhonce
the existing relationship between finonciol sector development ond economic growth in
Nigeria, there is need to adequately deepen the financiol system through innovotions,
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adequate ond effective regulation ond supervision, a sound ond efficient legal system,
efficient mobilization of funds ond moking such funds avoiloble for productive
investment ond improved services.

Azege (2004) examines the empirical nexus between the level of development by
finoncial intermediories ond growth. The study employed doto on oggregote deposit
money bonk credit over time ond gross domestic product to estoblish that o moderate
positive relationship exist between finonciol deepening ond economic growth. He
concludes that the development of finoncial intermediory institutions in Nigeria is
fundamentol for overoll economic growth.

Tokunbo (2001) examined the impoct of stock morket on economic growth of Nigeria,
using time series data from 1980 — 2000. The results showed that there wos a positive
relationship between growth ond oll the stock market development voriobles used.

Goldsmith Theory

Goldsmith (1969) wos one of the foremost to recognize the role of finoncial
intermediaries in the institutionalization of savings. Since the growth process is finonced
either through domestic funds or foreign funds or both, the sources ond uses of funds ond
their method of financing throw light on the foctors determining the demond for funds. In
this context, the role of finoncial intermediaries in mobilizing savings ond chonneling
them to various sectors become cruciol. Recognizing this, Goldsmith onolyzed the
volume of assets of various finoncial intermediories, trends in their types ond
distribution, in relation to longrun economic growth. According to Goldsmith, the
development of finonciol intermediaries ond the trend of their shore in nationol asset ond
weolth particulorly ore importont from the economist's point of view. It indicates the
extent and charocter of finoncial interrelations, which in turn helps to determine how
capital expenditures are finonced and how existing ossets are shifted among owners.
These together are importont in directing the flow of savings into investment ond olso
their size, which in turn stimulotes economic growth. Goldsmith (1958) illustrates thot
despite the growth of all finoncial intermediaries in the first half of the twentieth century,
the claims of non-bonk finoncial intermediories increased relative to the cloims of
demond deposits of commerciol bonks thereby diminishing their importonce omong all
finoncial intermediories. This implied that with the relative decline in the share of
commerciol banks, the ability of the centrol banks to control economic activity weokens
ond it colled for adirect control of the non-bonk intermediories.

Goldsmith (1969) found that the nature of financial structure in less developed countries
as compared with developed ones is such that o smoall proportion of primary securities to
Gross National Product ond aggregote saving is issued by individual economic unit,
which is acquired through finonciol intermediaries. Besides, the central bank occounts
for obout two-thirds of oll cloims on finoncial intermediaries, which are held by the
public. This implies thot there is greater dependence on self-finonce ond thereby hordly
ony direct contoct between the primory borrower ond the ultimote lender. He
demonstroted that as real income ond wealth increase both in terms of aggregate ond per
capita levels, the size ond complexity of the finonciol super structure olso grows.
Economic growth wos ossocioted with exponding size ond increosing complexity of
finoncial structure.
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METHODOLOGY

The research design for this study wos expo-facto reseorch design. This research design
wos adopted for this study becouse of its strengths as the most appropriote design to use
when it is difficult to select, control ond operate oll or ony of the independent variobles or
when loboratory control will be impracticoble, costly or ethically questionable. The
research dota to be employed in onalyzing finoncial sector development ond economic
performonce in Nigeria wos secondory dota from CBN statistical bulletin from 1986 to
2016. For the purpose of this research, the ordinary leost square (OLS) multiple
regression model was used to estimate the variobles.

The estimation shall be conducted using the econometric computer software package, E—
Views version 8.0.

The following regression model was estimoted
GDPt=p0+ B1CPSt+2MCAPt+ B2IFLt + et

Where:

GDPt= Gross Domestic Product (dependent varioble)

3 0= Constont term

B 1= Coefficient of the parameter estimates

The explonotory variobles ore:

CPSt =Banking Sector Credit to Privote sectors (Independent Voriable)
MCAPt =Market Copitalization (Independent Variable)
IFLt=inflation Rate (control varioble)

e =Error Term

RESULT AND DISCUSSIONS
Ho: Finoncial Sector Development has no significont effects on economic growth in
Nigeria.

Descriptive Statistics

CPS MCAP GDP IFL
Meon 4476244 4801.331 2597859 20.69917
Medion 764.9600 662.5000 8134.140 12.16854
Moximum 21082.72 19077.42 101489.5 76.75887
Minimum 15.25000 6.800000 202.4400 0.223606
Std. Dev. 6594423 6494.938 3234839 19.44263
Skewness 1.311135 1.018505 1.119790 1.574500
Kurtosis 3.243367 2.453527 2.853430 4.248097

JorqueBera 8.958396 5.745389 6.506387 14.82052
Probobility 0.011343 0.056546 0.038651 0.000605

Sum 138763.6 148841.3 805336.4 6416742
Sum Sq. Dev.  1.30E+09  1.27E+09  3.14E+10 11340.48

Observotions 31 31 31 31
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This table presents the descriptive statistics for both the dependent ond explonotory
variobles of the study that is Credit to Private Sector, Moarket Capitolization, Gross
Domestic Product ond Inflation rate. The number of observations for the study reflects o
value of 31 indicating thot the number of observation for the study is made up of aperiod
of 3lyears (1986-2016). The toble also shows the meon of Credit to Private Sector,
Morket Coapitalization, Gross Domestic Product ond Inflation rote os 4476.244,
4801.331, 25978.59 ond 20.69917 respectively. While the moximum volues of CPS,
MCAP, GDP ond IFL are 21082.72,19077.42,101489.5 and 76.75887 respectively, with
minimum volues as 15.25000, 6.800000, 202.4400 ond 0.223606 in the some
orrongement.

Unit Root Test

Group unitroot test: Summory

Series: CPS, MCAP, GDP, IFL

Date: 06/12/18 Time: 16:04

Sample: 1986 2016

Exogenous variobles: Individual effects

Automatic selection of moximum logs

Automatic lag length selection based on SIC: 0 to 3
Newey-West cutomatic bondwidth selection ond Bartlett kernel

Cross—
Method Stotistic Prob.** sections  Obs
Null: Unit root (assumes individuol unit root process)
Im, Pesoron and Shin W-stot 2.78657  0.0027 4 109
ADF —Fisher Chi-square 31.9459  0.0001 4 109
PP —Fisher Chi-squore 46.4438  0.0000 4 116

** Probabilities for Fisher tests are computed using on asymptotic Chi-squore distribution.
All other tests assume osymptotic normality.

From the group unit root table, the series CPS, MCAP, GDP ond IFL were not stationory
at conventional level. However, it wos stotionory ot first difference level. The Im,
Pesaron ond Shin W-stot, ADF — Fisher Chi-squore ond PP — Fisher Chi-squore oll hos
stotistic values of 2.78657, 31.9459 and 46.4438 respectively. With their associated p—
value (for a test with 109 observations) of 0.0027, 0.0001 ond 0.0000 respectively.
Therefore, we reject the null ot first difference test.

Serial Correlation
Breusch-Godfrey Serial Correlotion LM Test:

F-stotistic 3.598014  Prob. F(1,23) 0.0705
Obs*R-squored 3.922940  Prob. Chi-Squore(1) 0.0476

The Breusch-Godfrey Serial Correlation LM Test indicates that, there is no
outocorrelation. This is given by the F-stotistic of 3.598014 ond its corresponding P—
value 0f 0.0705.
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Heteroskedasticity Test
Heteroskedosticity Test: BreuschPogon-Godfrey

F-stotistic 1.191614  Prob. F(3,26) 0.3323
Obs*R-squared 3.626233  Prob. Chi-Square(3) 0.3048
Scoled explained SS ~ 3.156797  Prob. Chi-Square(3) 0.3681

The Breusch Pegon Test of Heteroskedasticity given the F-statistics 1.191614 ond its
corresponding P-value of 0.3323 indicates that there is no problem of heteroskedosticity
ond this is corroborated by observed Rsquared of the auxiliory regression P-value of
0.3048.

Regression Output

Dependent Vorioble: GDP

Method: Least Squores

Date: 06/12/18 Time: 16:18

Sample (odjusted): 19872016

Included observations: 30 after adjustments

Vorioble Coefficient  Std. Error  t-Stotistic Prob.
C 5277535 1355416  3.893664  0.0006
CPS 3.609865 0.376410  9.590245  0.0000
MCAP 1.246399  0.363410  3.429731  0.0020
IFL —71.61898 3956431 -1.810191  0.0818
R-squared 0.984692 Meon dependent vor ~ 23461.56

Adjusted Rsquared  0.982926 S.D. dependent vor 29653.51
S.E. of regression 3874771 Akaike info criterion  19.48593

Sum squared resid 3.90E+08 Schworz criterion 19.67275
Log likelihood —288.2889 Honnon-Quinn criter.  19.54569
F-stotistic 557.4901 Durbin-Wotson stot 1.014611
Prob(F-statistic) 0.000000

The Regression table reveals a statistically significont relationship between GDP, CPS,

MCAP ond IFL. The estimote of this equation reveals a.positive intercept which stonds ot

5277.535. This implies that when CPS, MCAP ond IFL are zero, GDP would stond ot

5277.535. The slope of the estimated model also shows a positive ond statistically

significont relationship between CPS and GDP, with its value being 3.609865, ond o p—
volue 0f 0.0000, ony 1 unit chonge in CPS would couse GDP to chonge by 3.609865 units

in the same direction. While MCAP and GDP exert positive and significont relationship,

with its volue being 1.246399 ond ap—value 0of 0.0020. But IFL ond GDP exert anegative

ond insignificont relotionship, with its volue being —71.61898, and a p-value of 0.0818,

ony 1 unitchange in IFL would not couse GDP to change.
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Finally, the test of goodness of fit reveals that the estimated relotion hos a.good fit. While
both the R” and odjusted R’, which stand ot 98% ond 98% respectively, revealed thot
about 98% of total variations in economic growth is exploined by variotions in finonciol
sector development; the f-statistic, which reveals the joint significonce of all estimated
parameters in predicting the volues of GDP, is statistically significont with a volue of
557.4901 ond o p-value of 0.0000. Since the p—value is less than 0.05, which is the
accepted level of significonce for this research, the researcher hereby rejects HO, ond
HO,.

CONCLUSIONAND RECOMMENDATIONS

This research work investigated the nexus between finoncial sector development on
economic growth in Nigeria over the period of 1986-2016.From the findings, it is cleor
that finoncial sector development has o positive ond significont relationship with
economic growth in Nigerio, this is line with the Goldsmith theory (1969). According to
Goldsmith, the development of financiol intermediaries ond the trend of their share in
national asset ond weolth porticulorly ore importont from the economist's point of view. It
indicates the extent ond character of financiol interrelotions, which in turn helps to
determine how copital expenditures ore finonced ond how existing ossets are shifted
omong owners.

Considering the importonce of the finonciol sector to economic growth ond
development, the Securities ond Exchange Commission (SEC) ond the Nigerion Stock
Exchange (NSE) should strive to improve on market copitalization of the stock morket
by ottracting listing ond increosed troding octivities. In other words, deepening the
capital market, the present state of the Nigerion stock market is not unconnected with low
literacy level and poor corporate governonce issues. And olso credit control by the CBN
should be more eftective to chonnel credits to more productive core private sector.
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