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A well functioning stock market
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D0 STOCK MARKETS ReFLECT ECONOMIC GROWTH?

The growing importance of stock markets around the world has recently opened up avenues of research into the
relationship between financial development and economic growth that primarily focuses on the movement and the consequent
development of the stock markets. Various studies across the globe have provided numerous insights on this subject, but none

of them has heen able to conclusively prove the existence of a definite positive correlation between the two.
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POSITIVE EFFECT OF FINANCIAL
MARKETS & INTERMEDIARIES ON
ECONOMIC GROWTH

MARKET FRICTIONS
Information costs
Transaction costs

A
Financial markets & intermediaries

A
Financial Functions
¢ Mobilize savings
¢ Allocate resources
4  Exert corporate control
4 Facilitate risk management

Ease trading of goods, services and
contracts
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Channels to growth
Capital Accumulation
Technological innovation
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* Please send across your views and feedback at mudita@jimsindia.org



