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1O INTRODUCTION

he relationshup between the financial sector, business and cconomic growth s animportant issuc that
has been examined in wide ranpe of rescarch papers, both theoretical and crpincal Many o them
have focused on the impact of the financial sector through dervative on cconomic growth Proncerning

it the role of the financial sector in the dynamism of the ecconomy include W icksell

studics that highliy
(1931), Goldsmith (1909), which found that the financial system serves as an engme driving the

ceonoImic acthivity

On the other hand, Levine (1991) pomts oul that stock markets facilitate Tong-term mvestments,
- sk and simultancously offering lgquidity to savers and fundimg to companies. The

Lomarkets do contribute o cconomic prowth. Morcover, Tevine and Zervos
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Consider the differential equation of the form

) - ' '
1 (I) o, ullr(l\) ba,p (()*‘10 >0.a,>0,a, > 0.

S =L B0+ B.0'(1).8,>0,6 >0, <0.

“ a. = f.. '..U o . 5 ~ . .
= we have the Evans price Adjustment Model in which a, <0 since wh

mcereases, demar CICAses i i
and decrcases and g, >0 since when price increases, supply increascs

Model, co-cfficients @, , accounts for effect of speculation.

he Evans price adjustment model, assumes that the rate of ch

is proportional to the shortage D-S  so that

dp ,
£ = D-S
dt ( )

D(t)=a,+ap(1)
‘S‘l) :/}n t ﬂ|l)([)
[From the above

D(1)=u, rap(t)+ap'(t)
s(1)= 1 Bt B.r'(0)
D(’)"S(I) :(un—ﬂn) f ( Ay ‘M)P(I)" (Ol) "/jz)l)'(l)

At d)‘numic cquilibrium a, = 0=72,
D =S =0
D(1)=5S()

@yt a‘p(/): o /)’l/)(l)
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