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ABSTRACT

A developed financial sector plays critical roles in economic growth of nations as such it is important to
know what determine financial development in a country. This study investigated the impacts of financial
technologies on financial development in Nigeria. The study applied Auto-Regressive Distributed Lag
(ADRL) estimation technique using quarterly data from 2009 to 2023 for the estimation. Findings indicate
that, among the financial technology (fintech) variables, internet banking (IB) has a positive effect on
financial development in the long run, but no significant effects in the short run. While, point of sales (POS)
exerted a positive effect in the short run but has no significant effect in the long run. On the economic
factors included as control variables, inflation rate (IFR) has negative effects on financial development in
the short run and positive effects in the long run. Interest rate (INT) exerted negative effects on financial
development the long run but no significant effect in the short run. Economic growth (RGDP) positively
affects financial development only in the short run but negative effects in the long run. Consequent upon
the findings, the study makes the following recommendation: (i). Internet banking should be highly
promoted as increment in its usage improved financial development in Nigeria. (ii). Economic and financial
policies should be fine-tuned in a way that as the economy grows it will stimulate financial development as
against boosting financial development only in the short run but retarded it in the long run. (iii)The
government should embark on more programmes and policies that will dampen lending interest as high rate
of interest reduces financial development.

Keywords: Financial development, financial technologies, Auto-Regressive Distributed Lag.

INTRODUCTION

A well-developed financial sector plays critical roles in economic well-being and advancement of nations.
The financial sector does these by mobilizing idle savings from surplus spending units and channeling it to
deficit spending units for investment (Olulu-Briggs and Sunday-Goya, 2023; Albert et al., 2021; Umar, et al.
, 2021; Okunlola et al., 2020; McKinnon, 1973; Schumpeter, 1911; Bagehot, 1873). However, for a
financial sector to play this important role expected of it, it must be well developed. In the pursuit of
developing the financial sector, several factors such as economic growth, inflation, interest rate, institutional
quality, government intervention, trade openness, culture, remittance and financial technology have been
identified as drivers of financial development (Khan, Khan and Zuojun,, 2022; Akintola et al. 2020,
Chowdhury, 2011). These determining factors have been investigated in several countries with varying
degrees of results (Doucouliagos, De Haan & Sturm, 2022; Ajayi and Musyimi, 2022; Asratie 2021,
Amissah and Swierczynska, 2021; Muhammad and Ka’Oje, 2021; Takyi and Obeng, 2013)
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In Nigeria, several initiatives, programs and reforms have been embarked upon over the years with the aim
of developing the financial sector, but with limited success (Maduka & Onwuka, 2013; Imoagwu &
Ezeanyeji, 2019). However, the most recent initiative in the Nigerian financial sector is the Financial
Technology (fin-tech). Financial technology (fin-tech) is the application of technologies and innovative
business models that are based on information and communications technology to provide financial services
(Nicoletti, 2017). Although it is hoped that fin-tech would improve the performance of the Nigerian
financial sector, most of the existing studies on the determinants of financial sector development in Nigeria
often bypass the role of fin-tech (Fagbemi and Ajibike, 2018; Muhammad and Ka’oje, 2021; Ajayi and
Musyimi, 2022). The study of Islam,Yusuf and Shuaibu (2022) though included fin-tech as an explanatory
variable, but only focused on its effects on banks services delivery and not on financial sector development.
This study seeks to fill this gap by investigating the effect of fin-tech on financial sector development in
Nigeria.

LITERATURE REVIEW

2.1 Empirical Review

The determinants of financial development have been a long-standing area of research over the years, given
the importance of financial development to economic growth and development. For instance, Muhammad
and Kaoje (2021) examined the determinants of financial development in Nigeria over the period of 1981 to
2016. Autoregressive Distributive Lag (ARDL) model was employed to estimate the influences of
institutions, inflation, interest rate, debt service, foreign direct investment, economic growth, quality of life,
government expenditure, trade openness, and quality of human capital on financial development. The
finding reveals that quality of life, foreign direct investment, and debt service had positive impact on
financial development while inflation, economic growth, government expenditure, and trade openness have
negative impact on financial development. More so, institution’s impacts were not significant.

Farouq, Sulong, Ahmad, Jakada, and Sambo (2020) focused on economic growth as well as the interacting
role of foreign direct investment and economic growth on the Nigerian financial sector development. The
study used data from the period 1970-2018, applying Gregory and Hansen (1996) co-integration, Non-linear
ARDL as the elasticity estimator. The finding shows asymmetry in economic growth concerning financial
development. Further findings indicate the existence of unidirectional non-linear causality between
economic growth and financial development. The study also found a one-way causality between foreign
direct investments running to financial development. The study, therefore, conclude that economic growth
and foreign direct investment have an overall positive and significant effect on financial development.

Ajayi and Musyimi (2022) examined the impact of globalization on Nigerian financial development using
foreign direct investment, trade openness, exchange rate, government expenditure, interest rate and inflation
as control variables. Autoregressive distributed lag (ARDL) model was used for the study. The Findings
show that foreign direct investment, trade openness and government expenditure have positive impact, while
exchange rate, interest rate and inflation exert negative impacts on financial development.

Studies that investigated the impact of financial technology (fintech) on financial sector development in
Nigeria include that of Islam, Ysuuf and Shuaibu (2022) which examined the impact of financial technology
on financial service delivery of deposit money banks in Nigeria for the period of ten years from 2012 to
2021 using ex-post facto method descriptive statistics, correlation and regression analysis for the analysis.
The study shows that mobile banking, internet banking and POS have impact on the financial service of
deposit money banks in Nigeria.

Aduba, Asgari and lzawa (2023) studied fintech’s effects on financial development using data from
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emerging and developing economies. Three measures of financial development (broad money, Private
credit, and bank deposits) and two conditional factors (financial performance and financial inclusion) were
investigated vis-"a-vis Fintech penetration. Findings show that fintech penetration not only drives financial
development but also strongly impacts the financial development of countries with weak financial
performance and low financial inclusion. This indicates that countries with weak financial performance
could leverage fintech to improve financial development.

Takyi and Obeng (2013) investigated the determinants of financial development in Ghana using ARDL
approach with quarterly data from 1988 to 2010. The finding shows that trade openness and per capita
income are important determinants of financial development in Ghana. Further, inflation, interest rate, and
reserve requirement exerted negative effects on financial development both in the short-run and long-run
suggesting that these variables adversely influence financial development in Ghana. However, government
borrowing did not have any significant effect on financial development both in the long-run and short-run.

In a similar but slightly different dimension, study by Najimu (2019) examined the determinants of financial
sector development in Ghana using data from 1976 to 2017 using the Ordinary Least Squares (OLS). The
finding suggests that trade openness and economic growths are key determinants of financial development
in Ghana and positively boost the level of the financial sector development.

Asratie (2021) examined the determinants of financial development in Ethiopia with annual data from 1980
to 2019 using ARDL estimation technique. Financial development was positively affected by political
freedom index, economic growth and trade openness both in the short run and long run. While it is
negatively affected by interest rate and reserve requirement. However, real exchange rate has negative effect
in the long run and insignificant effect in the short run. On the other hand, financial development was
positively affected by inflation, and political freedom, economic growth and trade openness. While it is
negatively affected by external debt, reserve requirement and lending interest rate

Boopen, Kesseven Jashveer and Binesh (2011) investigated the determinants of financial development
using data for the period 1970 to 2010 for Mauritius, by means of ARDL approach. The findings show that
trade openness and financial liberalization are the important determinants of financial development. In
addition, investment rate, income per capita and literacy rates were also important factors that stimulated
financial development while inflation adversely influence financial development both in the short and long
run.

Badeeb & Lean (2015) studied the main determinants of financial development in the Republic of Yemen.
The finding indicates that economic growth and trade openness have a positive impact on the pace of
financial development; the natural resource dependence has a negative impact.

Doucouliagos, Haan and Sturm (2021) meta-regression analysis of the literature on the drivers of financial
development based on 1,900 estimates shows that institutional quality and domestic financial openness are
positively correlated to financial development, while trade openness seems only important for stock market
capitalization. Inflation has an adverse effect on financial development. Alshubiri, Jamil, and Elheddad
(2019) investigated the impact of information and communication technology (ICT) on the financial
development index of six Gulf Cooperation Council (GCC) countries from the period 2000 to 2016. The
findings were presented in terms of two main ICT variables: fixed broadband and Internet users as a proxy
of information and communication technology (ICT). Finding shows that ICT has positive effect on
financial development. In terms of domestic credit as a percentage of the GDP proxy, the positive effects of
ICT (broadband) are greater than the one from Internet users. A 1% increase in fixed broadband leads to
approximately 2% increase in financial development, but the Internet user variable resulted in about a 0.09%
increase.
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2.2 Theoretical Framework

There are many theories that have been put forward to explain the determinants of financial sector
development. These theories include the Technology Acceptance Model (TAM) advanced by Davis (1989)
which explains the adoption behavior of clients and evaluation that are normally carried out to identify a
system to be employed that will be useful to customers improves job performance and at the same time
advance the system. The model postulates that the ease at which technology is used is applied to forecast its
benefits to the industry (Gefen, Karahanna and Straub, 2003). The import of the model is that it provides an
explanation that financial technology must gain acceptance through its usage then it will contribute
significantly to development. This theory is the theoretical base of the study as it provides a link between
technology application and system’s development. The other theories under pinning the study are Inflation
and Finance Theory which was developed by Huybens and Smith (1999) states that high inflation levels
suppress financial development. Its argument is that macroeconomic instability causes financial institutions
to ration credit, reducing financial market activity and profitability and hence development (Rousseau and
Wachtel, 2002).

Demand-Following (Growth-Led) Hypothesis which is an argument by Robinson (1979) that growing
economic activity leads to greater demand for financial services by the real sector, enhancing the utilization
of financial products and services.

Financial Liberalization Theory McKinnon (1973) and Shaw (1973) which states that both domestic savings
and credit to the private sector increase if there is a moderately high and positive interest rate. Their
argument is that financial repression results in market disequilibrium, consequently limiting allocative
efficiency and retarding financial performance.

2.3 Conceptual Framework

Figure 1 is the conceptual framework, with the financial development as the dependent variable, while
automated teller machine, point of sell, mobile banking and internet banking as the explanatory variables of
interest that were not previously studied. The other explanatory variables that were previously studied but
used in this study as controls include the real GDP, interest rate, inflation rate and trade openness.

Automated Teller Mchn

Point of Sell

Mobile Banking

Internet Banking

i Financial Development

Real GDP

Interest Rate

Inflation Rate

Trade Openness

Figure 1: Conceptual framework
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METHODOLOGY OF THE STUDY

3.1 Research Design

Descriptive design was employed for the study as it provides an authentic and correct representation of the
study variables and brought out the state of affairs as they actually exist.

3.2 Sample and Sampling Design

The study uses secondary data. Quarterly data from the period 2009 to 2023 for the estimation were
obtained from the Central Bank of Nigeria (CBN), National Bureau of Statistics (NBS), World Bank and
International Monetary Fund (IMF) publications and websites. The data were on Automated Teller Machine
(ATM) transactions value, Point of Sales (POS) transactions value, Mobile Banking (MB) transactions
value, Internet Banking (IB) transactions value, Real Gross Domestic Product Growth rate (RGDP), Interest
Rate (INT), Inflation Rate (IFR) and Trade Openness (TOP) as determinants of Financial Development
(FINDEV) based on the literatures.

3.3 Procedure for Data Analysis

The study used Auto-regressive distributed lag estimation technique with. Several diagnostic tests for
normality, stationarity, multicollinearity, homogeneity and autocorrelations were carried out on the series
data to ascertain the variability of the model. To investigate the effects of financial technology on financial
development in Nigeria, the study adapted specification by Chinn and Ito (2002) empirical model with
incorporation of fintech variables. Generally, a mathematical relationship for the study is expressed as:

FINDEV=f (ATM, POS, MB, IB, RGDP, ITR, IFR, TOP).......ccccviiiiiiiiiiie e (1)

Where:

FINDEV = Financial development measured as financial intermediaries’ credits to the private sector divided
by Gross Domestic Product.

ATM = Automated Teller Machine (ATM) measured as log of the transactions value
POS = Point of Sales (POS) measured as log of the transactions value via it.

MB = Mobile banking measured as log of the transactions value via it.

IB = Internet banking measured as log of the transactions value via it.

RGDP = Real gross domestic product growth rate was measured as percentage changes ininflation adjusted
gross domestic product.

INT = Interest rate
IFR = Inflation rate measured as the percent change in Consumer Price Index (CPI).

TOP = Trade openness measured as the total of export and import divided by the Gross DomesticProduct.
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The economic model equation (1) is then remodel to an econometric model as:

FINDEV, = By + B1ATM,_, + B2P0OS ,_, + B3MB,_, + B4IB,_, + BSRGDP,_, + B6INT,_, +
B7IFR,_; + B8TOP,_1 + Mg wvevren. (2)

With a priori expectations as:

B1>0, B2>0, B3>0, p4>0, 5>0, 60, f7>0, p8>0

Equation (2) is then remodel in a conditional ARDL, as:
AFINDEV, = ay + B1FINDEV,_, + B2ATM,_, + B3POS ,_, + BAMB,_, + B5IB,_; + B6RGDP,_,

14

+ B7ITR,_; + BBIFR,_; + BITOP,_y + Y &y AFINDEV,_, +

1 l

b AATM 4

p
i—1

L

p p p p
£ 0ubPOS,_y + ) ubMBey + ) dsiblBiy + ) $aibRGDP,
i—-1 i—-1 i-1 i-1
14 14 p
£ SrbINT, + ) duihlFR, s + ) doibTOP; + b
i—-1 i—-1 i-1

The null hypothesis is tested against the alternative hypothesis.
Ho: B1= B2= Bs= Ps= Bs= Pe= Pr= Ps= Po=0

Ho: B1#£P2#Ps# P Ps# Pe# Pr# Pe# Po#0

When co integration is established, then the next step is to estimate the following ARDL (p, g1, 92, 93, g4,
g5, 6, g7, g8) model is estimated so as to obtain the long run coefficients.

P q1 q2 q3 q4
FINDEV; = a4 + 2 B1FINDEV,_; + Z B2ATM;_; + Z B3POS;_; + Z B4MB;_; + Z B5IB;_;
i=1 i=0 i=0 i=0 i=0

q5 q6 q7 q8
+ 2 B6RGDP,_; + Z B7INT,_; + Z B8IFR,_; + Z BOTOP,_; + V.
i=0 i=0 i=0 i=0

The estimation of the long-run parameters is followed by the estimation of the short-run parameters of the
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variables with an error correction model of the ARDL and the determination of the speed of adjustment to
equilibrium. With the establishment of a long-run relationship among the variables, the unrestricted ARDL
error correction is estimated as:

p q1 q2 q3
FINDEV, = a4 + Z cl)liAFINDEV,f_jL + Z (]>2iAATMt_1 + 2 (1)3iAPOSt_1 + z c])4iAMBt_1
i—-1 i—-1 i—-1 i—-1

q4 q5 q6 q7 q8
+ z b5 AIB_; + Z $6;ARGDP_; + 2 &5 AINT,_; + z bg AIFR 4 + Z $o;ATOP,_4
i-1 -1 -1 i-1 i-1
+ AECT,_, + V,

Where A is the speed of adjustment to long-run equilibrium following a shock and ECTy.1 is the error-correction
term, the residuals from the co integration equation lagged one (1) period is expressed as:

p ql q2 q3
ECT; = FINDEV — o, + $,;AFINDEV,_; + Z ¢, AATM,_; + z $3;APOS_; + Z $4;AMB;_4
i-1 i-1 i-1 i—-1

q4 a5 q6 q7 q8
+ Z $s;iAIB_; + Z $4iARGDP_; + z ¢, AINT,_; + Z $giAIFR_; + Z $o; ATOP,_4
i—-1 i-1 i-1 i-1 i-1

RESULTS PRESENTATIONS AND DISCUSSION OF FINDINGS

4.1 Result Presentations

Table 1: Result of ADF Unit Root Test

LEVEL 15T DIFF Order of stationarity
Variables|Constant|Constant with trend|Constant{Constant with trend
FINDEV |0.8086 (0.0101 1 (0)
ATM 0.1689 (0.5412 0.0000 |0.0000 (1)
POS 0.1856 (0.6297 0.0000 |0.0000 (1)
MB 0.1466 |0.5010 0.0096 |0.0176 (1)
IB 0.2413 |0.7727 0.0000 ]0.0000 (1)
IFR 0.6203 [0.6459 0.0000 ]0.0000 (1)
INT 0.5542 |0.5905 0.0000 |0.0000 (1)
RGDP |0.9173 (90.6036 0.0011 |0.0000 (1)
TOP 0.0014 |0.0203 1 (0)

Source: Author’s computation using E-view.

In summary the results of the ADF unit root test in Table 1 reveal that the variables were either 1(0) or 1(1).
Thus, since the variables are shown to be non-stationary and also their order of integration mixed, we can
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proceed to test for co integration.

Table 2: Bounds Test for Co-Integration

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic|Value  |Signif. 1(0) 1(1)
Asymptotic: n=1000
F-statistic 4.318003|10% 1.85 2.85
K 8 5% 2.11 3.15
2.5% 2.33 3.42
1% 2.62 3.77

Source: Authors’ computation using E-view.

As shown in Table 2, the joint null hypothesis of lagged level variables (that is, variable addition test) of the
coefficients being zero (no co integration) is rejected at 5 percent significance level. This is because the
calculated F-statistic value of 4.318 exceeds the upper bound critical value of 3.15 at 95% level. This means
there exist a long run relationship between financial development and its determinants.

Table 3: Result of Long Run Relationship

ARDL(2,2,0,2,1, 2,0, 2)|Dependent variable: Findev
Variable Coefficient |Std. Error|t-Statistic|Prob.
C -56.05955 |22.72841 |(-2.466497|0.0196
ATM -0.080764 |0.110225 |-0.732722|0.4694
IB 0.081319 0.020229 |4.019933 |0.0004
MB -0.026119 |0.059180 |-0.441341|0.6621
POS -0.002896 |0.080971 |(-0.035765|0.9717
IFR 61.61345 20.68611 (2.978493 |0.0057
INT -2.012357 |0.563776 |(-3.569425|0.0012
TOP 100.8178 1254.364 |0.080374(0.9364
RGDP -54.04296 |18.22091 |(-2.965987|0.0059

Source: Author’s computation using E-view.

The results as presented in Table 3 indicate that the fintech variables; automated teller machines (ATM),
mobile banking (MB), and point of sale (POS), reveals coefficients extremely close to zero. Additionally,
their associated t-statistics and probabilities indicate that these variables except internet banking (IB), do not
have a statistically significant impact on financial development in the long run. This implies that the
widespread adoption or usage of these banking technologies may not directly contribute to overall financial
development.

Similarly, the economic variables; inflation rate (IFR), interest rate (INT), and economic growth (RGDP)
except trade openness (TOP) demonstrate statistically significant t-statistics and probabilities, suggesting
that changes in these economic indicators significantly influence financial development over the long run.

Overall, the results of the ARDL (2, 2, 0, 2, 1, 2, 0, 2) model indicate no significant long-run relationships
between most of the examined variables and financial development in Nigeria.
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Table 4: Results of Short run Relationship

ARDL(2,2,0,2,1,2,0,2) Dependent variable: Findev
Variable Coefficient |Std. Error t-Statistic|Prob.
D(FINDEV(-1)) |-0.293665 [0.083156 -3.531486(0.0012
D(ATM) 0.059988  |0.034758 1.725865 |0.0947
D(POS) 9.53E-17 1.56E-17 6.094871 10.0000
D(MB) -0.058408 |0.034556 -1.690254(0.1013
D(IB) 0.003221 0.006516 0.494298 (0.6247
D(IFR) -9.917243 |0.452288 -21.92682(0.0000
D(INT) -0.177949 |0.190958 -0.931872(0.3588
D(RGDP) 8.710995  |0.404683 21.52547 10.0000
D(TOP) -9.814096  |0.456179 -21.51369(0.0000
Cointeq(-1)* -0.440703 |0.058821 -7.492265(0.0000
R-squared 0.963919 Durbin-Watson stat|2.255876
Adjusted R-squared|0.948191

Source: Author’s computation using E-view.

The results of the short run relationship as presented in Table 4 indicate that the lagged change in financial
development (D (FINDEV (-1)), has a negative effect on financial development. Automated teller machine
(D (ATM)) usage positively affects financial development. Mobile banking usage (D (MB)) usage does not
significantly affect financial development. Point of sale (POS) usage positively affects financial
development. Furthermore, Inflation rate (IFR) and trade openness (TOP) have negative effects on financial
development.

The coefficient for the error correction term (CointEq(-1) is negative and statistically significant, suggesting
an adjustment towards the long-run equilibrium in the short term. This indicates that deviations from the
long-run relationship between the variables are corrected in the short run, contributing to the stability of the
financial system.

The R-squared value of 0.963919 indicates a better fit of the model, with more of the variability in the
dependent variable being accounted for by the independent variables. The Durbin-Watson statistic value of
2.255876, suggests that there is no significant autocorrelation present in the residuals of the model. A value
between 1.5 and 2.5 generally indicates that the assumption of no autocorrelation is reasonable.

Table 5: Post Estimation Test

Breusch-Godfrey Serial Correlation LM Test:

F-statistic

0.903420

Prob. F(2,28)

0.4167

Obs*R-squared

3.455244

Prob. Chi-Square(2)

0.1777

Heteroskedasticity

Test: Breusch-Pagan-Godfrey

F-statistic 1.569383 Prob. F(26,30) 0.1172
Obs*R-squared 32.84881 Prob. Chi-Square(26)]0.1665
Scaled explained SS|24.74307 Prob. Chi-Square(26)] 0.5336
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The diagnostic post estimation test shows that the model passes both serial correlation test and
heteroskedasticity test as indicated by the probability values. However, the CUSUM test for stability shows
that the model is stable since it falls within the boundary of stability at 5% level of significant.

Based on the results of the short run and long run as presented in Tables 3 and 4, among the financial
technology (fintech) variables, internet banking (IB) has a positive effect (a unit increase in 1B enhanced
financial development by 0.8%) in the long run, but no significant effects in the short run. Point of sales
(POS) has a positive effect in the short run but no significant effect in the long run. On the economic factors
included as control variables in the model, inflation rate (IFR) has negative effects on financial development
in the short run and positive effects in the long run. Interest rate (INT) has no significant effect in the short
run but exerts negative effects on financial development in the long run (a unit increase in INT reduced
financial development by 2%). Economic growth (RGDP) positively affects financial development only in
the short run but negative effects in the long run.

4.2 Discussion of Findings

The study’s finding of internet banking (IB) positive effect on financial development in the long run in
Nigeria is in line with Technology Acceptance Model and the expectation of the study. It is consistent with
Aduba, Asageri and lzawa (2023)’s finding that internet banking improved financial development in
emerging and developing economies. The finding that inflation rate (IFR) has negative effects on financial
development in the short run is in line with the inflation and finance theory which states that high inflation
levels suppress financial development, and it is consistent with the findings of Muhammmad and Ka’Oje
(2021); Ajayi and Musyimi (2022); Takyi and Obeng (2013); Boopen, et al. (2011); and Badeeb and Lean
(2015). However, in the long run it turned positive suggesting that the financial institutions factored in the
cost of inflation and even used moving interest rate into their lending policy in the long run. The finding
that economic growth (RGDP) has positive effect on financial development in the short run corroborates the
findings of Farouq, et al. (2020); (Najimu (2019); Asratie (2021); Boopen, et al. (2011); and Badeeb and
Lean (2015). However, it turned to negative effects in the long run corroborating Muhammmad and Ka’Oje
(2021)s finding, Meaning that in the long run, there were challenges on the roles of real economic growth
rate on financial development in Nigeria that rather than RGDP enhancing financial development, it retard
financial development . The study’s finding that interest rate (INT) exerts negative effects on financial
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development both in the long run is consistent with theory and corroborates Ajayi and Musyimi (2022);
Takyi and Obeng (2013); and Asratie (2021).

CONCLUSION AND RECOMMENDATIONS

5.1 Conclusion

A well-developed financial sector plays critical roles in economic well-being and advancement of nations as
such there is need to know the factors that determine financial sector development in a country. However,
none of the existing studies on the determinants of financial development has considered the effect of
financial technologies (fintech) on financial development in Nigeria. Hence this study was carried out to
investigate the effects of financial technologies on financial development in Nigeria. The study applied Auto-
regressive distributed (ADRL) lag estimation technique using quarterly data from the period 2009 to 2023
for the estimation. Findings shows that, among the financial technology (fintech) variables, internet banking
(IB) has a positive effect on financial development in the long run, but no significant effects in the short run.
While, the point of sales (POS) exerted a positive effect in the short run but has no significant effect in the
long run. On the economic factors included as control variables, inflation rate (IFR) hasnegative
effects on financial development in the short run and positive effects in the long run. Interest rate (INT)
exerted negative effects on financial development both in the short run and the long run. Economic growth
(RGDP) positively affects financial development only in the short run but negative effects in thelong
run.

5.2 Recommendations
Consequent upon the findings from the investigation, the study provides the following recommendation:

1. Internet banking should be highly promoted as increment in its usage improved financial development
in Nigeria.

2. Economic and financial policies should be fine tuned in a way that it will make economic growth to
stimulate financial development as against what it is currently enhancing financial development onlyin
the short run but retarding it in the long run.

3. The government should embark on more programmes and policies that will dampen lending interestas
high rate of interest reduces financial development.
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