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Abstract

Purpose: The aim of this research is to examine the impact of digital financial innovation on financial deepening and
economic growth in the country.

Methodology: This study uses the Autoregressive Distributed Lag model (ARDL), which is preferable to other time
series methods because it allows the application of joint integration tests with time series with different integration orders
and is flexible with respect to sample size, including small and limited ones.

Findings: The main findings of this study are as follows: 1) evidence and reasons for the existence of a positive
relationship between digital financial innovation and financial deepening are observed, of course, with the strongest and
most intense effect originating from the use of the Internet and financial services in the mobile banking context and the
least effect originating from bank branches, and 2) The results show that a positive and significant effect of financial
deepening on economic growth is observable, which is consistent with the theory of supply-led capital.

Originality/Value: This reseatch is of major importance to policymakers because it provides insights into the
components of financial innovation that enhance growth in a country, taking into account that some aspects of
innovation can delay growth, as illustrated during the global financial crisis.
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Table 1- Variable definition and data source.

& g Fiie

Sl e S50 By A3l allsb o RGDP

Ael)0 5 o158 Jgiame plie 5l eyl slaosls S @l jolo 5 &ls,ly il ooty 23 Syguopl 4 aS &yl yogealil g 50 Topen
3935 Sl GDP o

S35 S slacols CDP jl (cot Slyie s (pogas (i 4 )Ll Cred

&35y Sl Hlel wledbl 555 JU w5 )50 (Aols) Jols & ER

5550 Sl LT el 555 (085S B yan) (6 s Cangd L cPI

5550 Sl LT Sl 555 O sl 5l lanl,> Rem

&3Sy Sk Ll wleMb! S0 &)l oL poply 0as g ySoslail Sgu & 5 Lend

5550 ik T Sl 5,0 GDP 5l s s Sy (shlige cslogisT5 5 Mob v

5550 Sl LT el 555 ol o o5ils &y e (S3b slalo slas Mob Acc

5550 Sl LT el 555 hilise slodunsge slass Mob Agent

&350 Sl Lol wledlbol 55, Sl glrans sl Branch




(\f'f) ¥ o)Ln.:: Ay 0)9>

v.s YAV-YVY tamins b g b 59 0!y Sl

Aolol - Jgd?
Table 1 — Continued.
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Table 2- Co-integration test: dependent variable: private sector credit.
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Table 3- Long-run model: dependent variable, ratio of private creditor to GDP.
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Table 4- Results (ECM): dependent variable, private sector credit to GDP ratio.
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Table 5- Long-run model: dependent variable, RGDP growth.
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Table 5- continued.
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Table 6- Results for ECM (dependent variable, RGDP).
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Table 6- continued.
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Table 7- Granger causality tests: financial innovation and financial deepening.
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Table 8- Granger causality tests: financial deepening and economic growth.
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Table 9- Unit root tests.
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