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In recent years there has been substantial theoretical and empirical work

on the role that �nancial markets play in fostering economic growth and

development. This paper provides a selective review of the literature, as

well as new empirical evidence on the relationship between �nancial

development and economic growth for a large sample of countries. While

the results indicate that the effect of �nancial development on growth is

positive, the size of the effect varies with different indicators of �nancial

development, estimation method, data frequency and the functional form

of the relationship.
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