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gcroeconomic environment and financial sector’s performance:
econometric evidence from three traditional approaches

Muhammad Shahbaz' and Naveed Aamir’

serocconomic conditions are the preregquisites lor sound and healtliy performance of the
in the country, This fast changing in an open economy demands financial sector to be
ted with the global village. In Pakistan, although, fnancial markets have been liberalized
positive growth as they are now operating on competitive basis but, still has to goa long
ve the required level of development. This study explores impact of macroecononme
aton financial sector’s performance in Pakistan. For the purpose of unit root estimation Ng-
ywed. To test long-run association & robustness, Johansen, Augmented Engle-Granger
ing Durban Watson Co-inlegrating technigues isalso applied. Finally, for capturing

and economic growth have improved the level of financial development in Pakistan.

g¢ in povermment spending as well as forgign remittances pushes the performance af
m the upward direction in the country. On the other hand, the efficiency of financial

orates on account of rising inflation due to its damaging impact while literacy rale is
pinfluence on banking sector in Pakistan. Trade openness along with improved capital
15 new directions to improve the development of financial markess in the country, Further
ance of financial sector 15 attached with qualified mstitutions. More qualified financial
means more developrment in financial sector. High savings mate declines the efficiency of
rand political instability retards the performance of financial markets.
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