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Financial development, industrial structure changes
and real economic growth
——Empirical analysis based on VAR model

SUN Yong-chun
(School of Economics and Management, Guangzhou Nanyang Polytechnic, Guangzhou 510900, China)

Abstract ; Based on 1992 — 2019 macroeconomic data, the VAR model and impulse response function
are used to analyze the relationship between real economic growth, financial development and industri-
al structure changes. Research shows that the sequences of the three variables are all first-order single
integers, and the constructed VAR model is stable, and there is a certain Granger causality between
the two. Through the analysis of the impulse response function, it is concluded that the three have
their own positive feedback mechanisms and, the upgrading of industrial structure can promote the

growth of the real economy, but it will inhibit financial development; and, the financial development

will inhibit the growth of the real economy, but it can promote the industrial structure upgrade.
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Table 1  Comprehensive indicator system and weights for financial development
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Table 2 Unit root test of each sequence and its first-order difference sequence

A (C.T.P) t{E 5% Il FH1H P1{H gt
g_GDP (€,0,0) -1.8151 -2.976 3 0.365 5 AP
Ag_GDP (€,0,0) -4.558 1 -2.9810 0.001 3 FEa
FD (C,0,0) -2.2433 -2.976 3 0.196 6 AR
AFD (€,0,0) -5.996 0 -2.9810 0.000 0O FEa
IS (€,0,0) -0.009 5 -2.976 3 0.949 7 A
AIS (€,0,0) -3.103 2 -2.9810 0.038 7 FEa
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Table 3  Cointegration test among three variables
J st - pp A D7 FEECH FHIE(E G 5% Il FHE P fH
7 0.7273 56.043 9 29.797 1 0.0000"
mZ 14 0.608 8 23.5590 15.494 7 0.0025"
wZ 24 0.003 8 0.095 0 3.8415 0.757 9
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Table 4 VAR model lag order test

Lag LogL IR FPE AlC Sc HQ
0 161. 744 NA 0. 000 ~14.431 ~14.282° ~14.396
1 172.903 18.261 0. 000 ~14.628 ~14.032 ~14.487
2 183.147 13.969 0. 000 ~14.741 ~13.699 ~14.495
3 200.318 18.732° 4.70e - 11" - 15.483 - 13.996 ~15.133
4 207. 860 6.170 0. 000 -15.351 ~13.417 ~14.895
5 221.795 7.601 0. 000 ~15.800" ~13.419 ~15.239°
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Table 5 VAR model estimation results

2 BIRRAS &
iRl it Dg_GDP DFD DIS

Dg GDP(-1) 0.6107"""  2.2585 ~0.3759
(3.1099)  (1.2963) ( —1.4562)

Dg_GDP( -2) —-0.1513 2.043 0 0.049 5
(-0.8778)  (1.3358)  (0.2185)

Dg_GDP( -3) 0.3532°°  —0.308 4 ~0.124 1
(2.2236) (-0.2188) (—-0.5943)

DFD( -1)  -0.1601°°° -0.6321°** -0.0203
(-6.1470) (-2.7351) ( -0.5930)

DFD( -2)  -0.044 6 ~0.034 8 0. 004 3
(-1.5777) (-0.1386)  (0.1157)

DFD( -3)  0.0593*  0.6446° —0.0290
(1.9617)  (2.4016) (-0.7304)
DIS(-1)  0.0256 0.735 2 0.6157°
(0.1386)  (0.4480)  (2.5324)

DIS(-2)  0.5290°"  0.3389 ~0.204'5
(2.5374)  (0.1832) ( -0.7462)

DIS(-3)  -0.6307°"" —6.5900""" —0.047 I
(=3.1796) (-3.7444) (-0.1805)

C 0.001 1 0.0858°  0.007 4
(0.2858)  (2.5618)  (1.4830)
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Fig.1 VAR unit root test results
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Table 6 Granger causality test
YR i A Chi-sq F Pia G
Dg_GDP DFD 45.123 2 3 0.000 0 B 2L AR
DIS 13.804 9 3 0.003 2 JEHE LR
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DIS 17.760 9 3 0.000 5 b N v
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Fig.3 Cumulative impulse response graphs
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