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g AHJS2PR GDP # K R 0.0004  0.0178  -0.0599 0.0601
total *h4s B/ GDP 0.1949  0.0914  -0.0665 0.5909
loan 1435/ GDP 0.9943  0.2876  0.5454  2.0243

gind Tolb IR R 0.2004 0.0892 -0.1363 0.4775
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gk

A X [N PR w/ME EKME

(1) gtotal and gind diff LB K sk 0.0809 0.2270 -0.5713  1.3985
(2) gloan and gind diff AR RZ 22 8 ~0.1789  0.1743  -0.6708 0.5511
In(y;,0) WIiH N4 GDP 6.3807 0.4522 5.7068  8.0390
govspd R % H/GDP 0.1995 0. 0866 0.0830  0.5792

edu N2 R 8.3221 0.8073 6.5940  10.6469
inflation WA R 0.0359 0. 0249 -0.0235  0.099
urban IR R 0.4712 0.1261 0.0066  0.8930
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On the Exceeding Financial Development in China

HUANG Xian HUANG Tongtong

(Economics and Management School, Wuhan University )

Abstract: No one would doubt on the positive relationship between financial development and economic growth,
but what if the financial development grows much faster than the real economy to a certain level, will the
development exert a negative impact on economic growth? In order to solve this problem, this paper proposes the
concept of exceeding financial development, referring to a situation that financial sectors develop faster than the
real economy to a certain degree which would lead to the sub — optimal allocation of resources, systemic risk of
society and lower economic growth. On such basis, this paper explains the mechanism of exceeding financial
development by modifying the AK model and intends to testify whether the exceeding financial development
situation exists in China through first — order difference generalized method of moments (FD — GMM ) using a
different time range of Chinese provincial panel data. The results show that after controlling relative factors
affecting the economic growth, the relationship between financial development and economic growth is nonlinear
and if the financial sectors develop higher than the real economy to a certain level, the development would exert
negative influence on economic growth.

Key words: Exceeding Financial Development, Financial Deepening, Real Economy
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