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Course Aims and Outcomes : 
Financial markets are the means to transfer funds from those who have excess of it towards 
those in shortage. Therefore, a well-functioning financial sector is a key factor in producing 
high economic growth, and countries with an advanced financial sector grow faster and 
experience a rapid reduction of poverty levels.  
The main objective of this course is to the familiarize students with the structure of the 
financial system (both at domestic and international level) also to study the link between 
financial markets and economic growth that may lead to poverty and/or inequality reduction 
in a country.  
 
Format : 
Outline of the course: 
 
Ch1: Introduction: key definitions and some history 
Ch2: Finance-growth nexus 
Ch3: Growth, inequality, poverty and financial deepening 
Ch4: Structure of the financial sector: 

• Banked based or market based 
• Developed and developing countries 

Ch5: Financial repression or liberalization 
Ch6: The domestic financial system 

• Monetary policy 
• Exchange rate policy 
• Fiscal policy  
• Pension systems 

 
Description of each chapter: 
Ch1: Introduction: key definitions and some history 
This chapter starts with the key definitions, by the end of the first 2 sessions students should 
be able to define what are financial markets, assets, maturity date and etc. They should 
distinguish between debt and equity instruments. 



Then, some classifications of financial markets are introduced such as primary vs. secondary 
markets, money vs. capital markets, cash vs. derivatives markets, etc. 
The remainder of the chapter discusses the roles financial sector play in the real economy.  
This chapter ends by bringing up the different schools of though regarding the impact of the 
markets on growth, from Adam Smith to the present time. 
 
Ch2: Finance-growth nexus 
This chapter reviews different studies, that investigate the role of the financial sector on 
economic growth, both empirical and theoretical point of views, starting by the early work 
of Bagehot in 1873 and Joseph Schumpeter in 1911 to the most recent studies. 
 
Ch3: Growth, inequality, poverty and financial deepening 
In this chapter overviews the impact of higher growth rates on poverty and inequality 
reduction, it starts by introducing measures of inequality and efficiency. We will then 
investigate whether lower poverty and/or inequality levels in a country may lead to higher 
economic growth or vice-versa. In order to do so, we take a deeper look into different 
growth theories from Adam Smith to the endogenous growth model. 
 
Ch4: Structure of the financial sector 
In this chapter we study different types of the financial sector, i.e. banked based or market 
based. We will then the structure of the financial sector in developed and developing 
countries and the key factors influencing the structure. This chapter ends with discussing the 
role of the government in the process, specifically macroeconomic policy (fiscal policy, 
monetary policy and exchange rate policy) 
 
Ch5: Financial repression or liberalization 
In this chapter we discuss whether financial repression or liberalization should lead to better 
outcomes in terms of economic growth, poverty and inequality reduction. 
We will see what are the predicted benefits of financial liberalization, and what really 
happened in the countries that liberalized their financial sector. This chapter ends by giving 
some policy recommendations. 
  
Ch6: The domestic financial system 
In the process of financial liberalization in different countries we observe success and failure 
stories, the outcome that depends largely on policy environment. In this chapter we study 
the country’s policy environment, through policy tools governments have at their disposal 
such as monetary, fiscal and exchange rate policies. We stablish the link among them, and 
define the main purpose of them. We will then focus on the tax reforms in different 
countries (the logic and the outcome of the reforms). We will continue by studying the 
reform in capital markets and the banking sectors and the last but the least, the structure of 
the pension system in different countries and its reforms in the past decades.  

 
Prerequites : 
No specific prerequisite, however, a background in economics is preferable. 
 
Referances and further reading recommandations :  
- “Development Finance debates dogmas and new directions”- Stephen Spratt (2009) 
- Finance and growth: theory and evidence – Ross Levine (2005) 
- Handbook of finance (2008) Volume 1- Chapter1 
- Mishkin and Eakins (2000), Financial markets and institutions. 
- Academic Publishers: World Bank, Global Development Finance, Washington D.C 


