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Saaed and Hussain (2015) empirically investigate the fundamental link
among policies of trade, growth in economic side and development in financial
(Kuwait). Annual time series data covering 1977-2012 had been used. On the way
to examine causal relationship the Johansen test for cointegration relationship,
Granger test for causality under VAR framework were employed. The results
illustrate a unidirectional causality exist between development in the sector and
growth in economic side; and between growth in economic side and degree of
trade. Major finding of the study clearly indicates that financial deepening directly
and indirectly play crucial task here in contributing development in financial
sector, growth of economic side along with globalization.

Caporale etal. (2009) examine the link between development in financial
sector and growth in economic side of new EU member countries froml1994 -
2007.The overall result shows that the contribution of credit markets and stock are
still underdeveloped in these economies. On the other hand a new proficient
banking sector also accelerated growth rate. Moreover, Granger causality test
results tell us the existence of causality from development in financial sector to
growth of economic side, but in the same direction.

Bourdon et al. (2009) investigates the relationship between policies of trade
and growth of economic system. Five year total averaged data from 1980-2004 of
158 different countries was used. Generalized Method of Moments and Dynamic
Panel Estimation were used. The outcome of the study authenticates higher
exporting countries grow more rapidly than low exporting countries. More

significantly non-linear pattern exist between trade in quality and trade
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the non stationarity of variables at level and stationarity after differencing it once.
Table 4.1 and 4.2 shows trace and maximum eigen value test results. Both the test
shows therekwas one cointegrating equation at 1% leVel of significance. After
conforming that there was one cointegrating cxisted we use Vector Error
Correction Model (VECM) to estimate short-run and long-run links between
variables. Before using VECM we firstly use so;ne diagnostic test like LM test for
autocorrelation, JB normality test, and HeterOscedastiéity test. The diagnostic test
results were given in table 4.3 and 4.4. While tabie 4.5 and 4.6 ‘contain shortrun
and longrun estimate. In short-run, we found a positive and significant impact of
Capital shock per worker, trade openness and population upon economic growth,
However ﬁnanciél development influences negatively but insiginificant. However,
in long-run, Capital Stock per Worker, financial development and trade openness
positively and significantly affect economic growth in Pakistan,

It may be concluded on the basis of estimated rodel in the study that

fmancial development and trade openness can be considered as the important

factors to achieve targets of economic growth in Pakistan,
5.2 Recommiendations for researcher

There are number of other variable which affects trade openness financial
development, ;md economic growth. Furthermore there were so many other
indicators which we can use in making financial development index. As we
focused on using one cointegrating equations so one can use two cointegrationg
equations. As we can use VECM to estimate the short-run and long-run

relationship in our analysis because we are sensitive in terms of stationarity
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