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The Dynamic Nexus among Financial Development, Saving Rate and
Economic Growth in China

Abstract: In the context of a modified two-period overlapping-generations model, we show the
dynamic nexus among financial development, saving rate and economic growth in theory. Being
differ from the similar literature in this field, we define the extent of financial development with
inherent fixed costs. Thus, financial development that is composed of extended and adjusted regime
is a disperse process. Furthermore, we testify the conclusion deducted from OLG model with a
ternary MS-VAR model based the data of 1952-2003 in China. The results show that the nexus
among financial development, saving rate and economic growth is non-linearity, which is consistent
with the theoretical conclusion.
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