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Financial Structure and Economic Growth in Nigeria:

Theory and Evidence
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7. Policy Implication

Most policy prescriptions are of the view that improving the functioning of markets and banks is critical to the
boosting of long-run economic growth. Despite the truism in the above statement, a particular structure exerts more
influence on economic growth than the other. High levels of malpractices in the Nigerian stock market has turned
the market into a side show, where inefficiencies would merely redistribute wealth between smart investors and
noise traders, and would not affect real economic activities. Keynes (1936) argues that [a]s the organisation of
investment market improves, the risk of the predominance of speculation does...increase...speculator may do no
harm as bubbles on a steady stream of enterprise...a serious situation can develop...when enterprise becomes the
bubbles on a whirlpool of speculation. The government, can as well de-emphasis the importance attached to the
capital market, or take the bold step of providing first-class capital market infrastructures in Nigeria.
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