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“Lazy banks” and “Safe asset” Hypothesis: Is it theanswer to Public
Debt and Financial Development Indicators Puzzle ilcmerging

Markets?
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Abstract. This paper investigates the role of public debfimancial development in an emerging market
namely, Jordan. Based on previous empirical redean@ test the empirical prediction of two hypo#sefor
the role of public debt:; “safe asset” vs “lazy baikUsing annual data throughout 2008 to 2018 arsihg
the Fixed Effect (FE) and Bias Correction Fixed e€ef6 (BCFE) methodologies that control for both
unobservable banks specific and time-specific \dem We find that public debt has a positive intpat
financial development after controlling for Bankses and Banks risk. ROA, Capital Adequacy, andkBan
Capitalization. The results provide weak evidenoasistent with the “Safe Asset” hypothesis thatksa
choose to invest in treasury securities as safetass

Keywords: Safe Asset, Lazy Banks, Bias Correction Fixed &eFinancial Development.
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1. Introduction

Large public sector borrowing from the domestic Ksais related to a high level of profitability, but
depressed efficiency and deepening of the bankaujos this resembles the “lazy bank” view in the
literature (Hauner, 2009). The effect of public diebfinancial development has been thought okimis of

a positive effect it can play in developing finaalcsectors by providing a relatively safe asselledahe
“safe asset” view. Notwithstanding, the other viealled a “lazy banks” view reveals that: developing
banking sectors holding large public debt may pgegmmore gradually because banks that primarily fen
the public sector could become too satisfied toehifve initiative to develop the banking market unihe
difficult conditions in developing countries. Ndteat “lazy” does not suggest a value judgment haseit
reveals rational behavior on the part of the bawkisereas often quoted in policy circles, this vieas been
absent from the academic literature (Hauner, 2009).

Furthermore, this paper will address the case dthvfinancial development impacted when the Banks
system became the main lender for the governmeetiploying panel data methodologies for the banking
sector financial development and efficiency indicat Thus, the proposed paper will be guided by the
following questions: What is the impact of a banktidings of treasury debt instruments on the faigin
development indicators in the Jordanian bankingisty? Which theory applies in the Jordanian bamkin
industry “lazy banks” or “safe assets”?
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The outcomes of this paper will help policymakeranswer the following concern: determine the degfe
banking sector efficiency by examining the thedrjlazy banks” or “safe assets”. Lastly, the fingaof the
proposed study will act as preliminary guidancefimther examination of the subject.

This paper investigates the validity of the two tcasting views of the role of public debt in fingic
development based on bank-level data for 13 bankderidan. Our results are overall more favorablihé¢o
“Safe Assets” view. Greater public debt holdingdmynestic banks raises their efficiency.

2. Literature Review and Hypotheses Development

Previous studies have comprehensively investiggtegrnment debt's impact on financial developmedt a
how financial development impacts economic growtt &s volatility, mainly in developing countrieEhe
above concepts generate many research intereste dieir conflicting and long-lasting state in romic
theory.

For these reasons, this section reviews the thearid empirical investigations conducted on thepes.
Principally, if there is an impact of Banks holditrgasury debt instruments on bank lending behaamor
financial development indicators.

2.1. Financial Development and Bank Lending Behavior

There is some research evidence to suggest thasEdely a vital role in economic development sitiosy
are considered one of the key sources of firmgirfeing in many developing countries (Beck et &00).

Bank lending commonly donates to the financial @egpy of an economy, which has a positive effect on
aggregate output and economic activity (King andihe1993). Moreover, understanding bank lending
behavior is critical for bank management in preisgrthe soundness of a banking system. Nevertheless
bank lending behavior is neither unchanging indtwess-section nor overtime. Instead, it is mainiyeh by

the business model chosen by bank owners. Privatetyed banks classically follow business models$ tha
purpose to profit maximization, while state-owneahks tend to follow social welfare-oriented purmoaad
deviate from strict profit maximization (Behr et &013).

Over the last several decades, developing courdaesiderably infuse an enormous amount of mongy in
state-controlled banks to improve economic groviitiis results in substantial credit growth by thakag
system in emerging economies. The bank creditstbeffped economic growth in these countries. Moeeov
numerous problems exist in the banking system weld@ing countries where bank lending is mostly
affected by the government (Qian et al., 2015).

Knowing that bank lending behavior is significamt €merging markets where the problem of non-
performing loans is considered a key problem fanemic growth. (Vo, 2018) found an interesting aate

of the mechanism that identifies the bank lendiabdvior in an emerging market. First, is a low degof
bank lending constancy. Secondly, bank lendingeigimg on both bank-specific and macroeconomic
factors. lastly, there is a statistically signifitaeffect of bank market structure on bank lendwedpavior.
This could offer several vital implications for thelicymaking process, particularly if foreign bartend to

be tighter lending supply dynamics (Albertazzi &ualtero, 2014; Popov and Van Horen,2015). On therot
hand, (Mishra et al., 2014) suggested that mongialigy may be a highly unreliable tool with whith
follow macroeconomic stabilization in countriestthge considered by a poor institutional environtveerd

an uncompetitive banking sector, both of whichamon properties in low-income countries.
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Mainly, minor, less liquid, poorly capitalized ahégh credit-risk banks face a greater decreaseridihg
after limiting the monetary policy. Unlike develapecountries, empirical evidence from developing
economies delivers more decisive outcomes about dkistence of the bank lending channel.
Notwithstanding that the bank lending channel isanapplicable in developing economies, its intgnsit
varies across countries. Given that the bank lendirannel goes through the financial system, thel lef
financial development might well affect its effeemhess. In very poorly developed financial systems,
monetary policy variations might be less effectared take longer to affect the bank's lending supply
(Carranza et al., 2010). At the early stage of prment, banks’ lending might well be restrictedtdnese
capital is rare. As financial development proceeasnetary policy might affect banks’ lending to reaer
extent.

2.2.  Financial Development and Government Debt

There is little research that investigates thectftd public debt on financial development. Puldabt can
have a positive effect on the profit of financiastitutions (Hauner, 2009); nevertheless, hugeipwabt
can also harm bank efficiency and crowd out priviadestments. The relationship leftover is questida so
far, several studies demonstrated it is hurtfdirtancial development, for instance, (Hauner, 2068iihan

& Ozkan, 2012), etc. The impact is particularly esevwhen the government is unsuccessful to repdy an
selects to default on the debt.

Besides, studies suggest that public debts (govamhrreasury bills and bonds) provide security,hhig
liquidity, and a steady flow of profits that canestgthen the stability of the financial sector. B&nding to

the government (as government bonds) can be deamedmparatively predictable debt management and
thus, can protect the banks’ assets (Hauner, 2DQfgey et al., 2019). Once banks have loaned a big
amount of savings to the government, they areylit@have a good opportunity to protect their asaed be
comparatively more profitablel, and this showsralémcy to make banks raise the holding of governmen
bonds. The government bonds holding permitted bemkéfset the highly risky lending to the privasector
lending and similarly weak legal and institutiosaiucture, particularly in developing countries vé&mment
borrowing also helps the banks to get over thellagd institutional weakness by helping banks te us
public debt as an obvious guarantee in repurchgieements (Kumhof and Tanner, 2005). collaterajgla
the main role in developing a country’s derivativaarkets along with payment and settlement systems
(Hauner, 2009). Subsequently, remaining governrdeht is considered a safe investment for bankssand
important in additional enhancements in financa&lelopment in developing countries.

Public debt allows additional savings to be usedesgovernment bonds can rise the depositorsngitiess
to intermediate their savings into investment itoenmonly risky market (Kumhof &Tanner, 2005). Abken
a benchmark yield curve in the weak bond marketdeiveloping countries causes some difficultiesttier
market at pricing the credit risks and equities rtff & Tanner, 2005), and drivers to difficulty the
variation of risk exposures due to the derivativsrkets are also weak. Government bonds in the serées!
can enable development by providing a good bendhgrald curve to enable the pricing of corporatad®
and equities (Hauner, 2009).

On the other hand, when banks are required to lmadg public debt, this can result in a negativeaute.
Banks are usually weak to reject the governmentgdwing under such circumstances. This has no
motivation in developing deposit and private credérkets. Protected and reliable profits from goweant
borrowings could decrease the banks’ motivationmpmove efficiency and become too satisfied tovaty
develop the banking market. Furthermore, the gowent's effects on the pricing and loanable funds of
banks could reduce real interest rates and cauadequate savings. Financial organizations’ high
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government debt holdings are usually proposedfsebthe credit risk in private credit. Neverthslgggal
and institutional limitations are vital too. No onoan enforce the government if it is imperfectitngonal.
(Kumhof and Tanner, 2005) found that the size ofegoment debt held in financial organizations has a
strong negative relation to the quality of law amdanizations. The security of the public debt fodid is a
prerequisite for banks and hence, a country's pulebt management prudence is critical for thengtreof

its financial system. Additional concerns relattoghis issue are when public debt is high; thewyement of
debt is a subject of debate. The market holds fooriration admission to the decision of the goveminaed

the market may act on their expectation.

Once more, the role of public debt on financial alepment which was investigated by (Hauner,2009),
reveals that public sector credit has a negativeaghon financial development when conducting both
country level and banking level analysis. Thesailltesare in parallel with the “Lazy Bank” view whic
shows that banks earn a profit when making loarteg¢aovernment but this mitigates the efficientyhe
banking sector.

The results of large public sector borrowing frdme tdomestic banking sector are also appropriateypol
issues, given the continuing discussion on optirdabt structures. Numerous developing country
governments have mitigated their external obligatwer recent years and increasingly depend on skixne
funding. Whereas this mitigates macroeconomic yigies rapid rise in the share of domestic credsbaied

by the public sector in several developing coustra@ses questions about the impacts on the dewelaipof
the financial sector. Many previous studies ingggtng the determinants of financial development robt
include an indicator of public sector financingdahose that did found insignificant results (Bastdal.,
2001).

The role of public debt in financial developmens eeen allied with what is called the “safe assadiv. It
stresses the positive role public debt can presedéveloping financial sectors by giving a compiasdy
safe asset. Therefore, the “safe asset” view hthas,without the availability of public debt, fexvgavings
would be utilized, and borrowers would face higherrowing costs and shorter maturities. “safe dsael
“lazy banks” views do not need to be mutually egila: the impacts of public debt on financial
development may well be non-linear, with positifieets raise to a threshold of the share of craltticated
to public debt, and negative effects above it, @ssater public debt holdings by domestic bankseiase
their profitability but reduces their efficiencyplublic debt surpasses a certain threshold orlifilked with
financial repression. (Hauner,2009).

Hauner, (2009) proposed the lazy bank's hypotlieatssuggests that more public debt holdings byedia
banks increase their profitability but decreaserth#ficiency and reduce financial deepening overet
Additionally, (Hauner, 2009) found that public defuilding by banks only has a negative effect when i
interacts with financial repression. Inspired by tfact that most emerging economies tend to finance
economic growth by bank lending, thus the first dtyyesis was conducted relying on the nature of the
Jordanian structure of the financial system wheatds to behave like the previous studies' resaittd, this

led to anticipate that there is a negative relatiim between bank lending to the government and ban
efficiency which commonly used as a financial depetent indicator.

Ho: Bank lending to the government has no signifiaat impact on financial development.

3. The Empirical Model

In most models, the degree of financial developniemixpected to be exogenous. But understanding wha
determines the importance of financial marketsheirtdegree of development is at least as impordant
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measuring their effects on growth. For if indeathficial intermediation affects growth, it raises tfuestion

of what gets financial markets off the bottom, wWisetit expects them to develop during a particular
sequence, and what explains their relative devedopnas an example, bank lending to firms has gdiger
appeared first, followed by stock and bond marlaats, eventually credit.

The theoretical papers that dealt with the deteamti of financial development for instant banksidieg
behavior have led to the publication of many enspirpapers. These papers rely on cross-sectiotebda,

on average, to explore the bank lending behavidinahcial development, this paper uses the belmdeh

to examine the impact of government borrowing frime Banks sector on bank lending behavior and
financial development indicators as explained byyranes of literature to provide a complete pietof the
role of banks’ lending behavior, and also to deteenthe degree of banking sector efficiency by aramg
theory “lazy banks” or “safe assets” which will bgamined for the first time on the context of dord
market. According to the safe assets view, publibtchas a positive impact on financial development,
however, the lazy bank theory claims that publibtdeas a negative impact on financial development
(Hauner,2009). Therefore, the impact of governnhemding on profitability and efficiency is examined
standard models of efficiency, as measured bitdihg-deposits spread rati®pread), and profitability,

as measured by a bank's return on eqU9K). Specifically, two equations are estimated byhgstatic
and dynamic panel estimation approaches usingtlmning models' equations:

Spread;, = a + pyGovlend;, + B,ROA;+ + B3Size; s + B4CPTL; + PsLiqy; + BeRisk; +
ﬁ7CADIi't + Si,t .......... (1)

And

ROE;; = a + pyGovlend;, + B,Size;; + f3CPTL;; + p4Liqy;+ + PsRisk;. + fcCADI; . +
‘Si,t .......... (2)

&; ¢ - ldentically independently distributed error term
3: matrix of regression coefficients.

whereSpread is the lending-deposits spread ratio, which isagd(interest income / earning assets) —
(interest expense/interest-bearing liabilities)y] bank i at time t, with i =1, ...... , b, Is the constant term.
This variable captures the efficiency of the bagksystem. This variable will be used as a measfire o
financial development (Abedifar et al. 2018). Besidother efficiency measures that could be used fo
institutions include indicators such as bank ntgrest margininak et al. 2013 and Sanfilippo-Azofra et al.
2018),overhead costs to total assets, non-interest indon@al income, and cost to income ratio (Levine,
2002; Cihak et al. 2013). The results of previous studiegeal that the financial structure is not a
particularly useful way to differentiate financglstems (Levine, 2002) and not a good anticipatgrawth

in a cross-country growth framework: neither banakdd nor market-based financial systems are reflated
economic growth (Levine, 2002). Also, Low bank @#incy increases the deadweight loss created by
financial intermediation, which is also detriment@lfinancial development (Fry, 19950E is a measure

of bank profitability, which is calculated as thegurn on equity,{ihak et al. 2013).

This study also employs several variables that thgiaally explain the bank lending behavior ofdkorian
commercial banks. These include numerous bank{fipauiarket structure, and macroeconomic variabkes
follows:

GovLend is the proxy for bank lending behavior, measungddnk government lending to total assets ratio.
This indicator also reflects the financial strengthd soundness of the bank since the local aughorit
determines the lending growth rate by relying om ¢lvaluation of commercial bank soundness (Vo, 018
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Sizeis a measure of bank size, calculated as theitbgaof the total assets at the end of the year 04.8;
Sanfilippo-Azofra et al. 2018Risk is a proxy for bank risk, which is measured by phevisions for credit
risk divided by total assets at the end of the y¥ar 2018).ROA is a measure of bank productivity, which
is calculated as the return on assets (Vo, 2Q1ig). is the ratio of securities, cash, and due fronmkbdn
total assets. More liquid banks can usually graoten{Kashyap and Stein, 2000; Sanfilippo-Azofralet
2018).CPTL is the ratio of total equity to total assets. Higltapitalized banks tend to have higher loan
growth rates (Kishan and Opiela, 2006; Sanfilippm#a et al. 2018, Vo, 2018LADI is a measure of
capital adequacy, which is measured by the comrapitat asset ratio at the end of the year (Vo, 2018

3.1 Methodological Framework

The several ways to estimate parameters of Ecar(d)(2), or some modification thereof, each haswa

set of pros and cons. The lack of a single or datmg 'optimal' methodology in the context of crbssk
panel data is evidenced by a large number of dpatidns and models previously used. The advantafjes
removing a lagged dependent variable are largdignteon the nature of the data formation procedsch

can be explained through theory. Exclusion mayuséified where the lag is used as an empirical tool
address weak persistence (Auto-Correlation) irether terms.

At this stage of the analysis, the Breush-Pagamdrage Multiplier (LM) test was performed to detemmi
whether or not there are Bank-specific unobservaateables by employing the LM test. Furthermohas t
paper tested whether there was a relationship leettvee individual effects and the explanatory \Hes or

not by the Hausman test method, and here it ishakarowing that the Hausman test is not an alteradtr

the LM test. But it functions to check the decisiynLM test.

On the other hand, the data-gathering processndafmentally dynamic — i.e., past realizations @& th
outcome have a significant impact on the margiffaice of other factors — failure to appropriatelycaunt

for these dynamics is likely to introduce signifithias.

Since the error term picks up unobserved effetis,pooled ordinary least squares (POLS) estimator i
biased and inconsistent; thus, the error term #aated with the model's lagged dependent variable
(Blundell et al. 2001). Because of this positivesagsation, the POLS estimator is biased upwards. By
degrading the equation, the fixed effects (FE)estor resolves this type of inconsistency. Indigideffects

are eliminated with this estimator (Bond 2002).

Demeaning, on the other hand, may cause the sedcalickell bias, which eventually causes the FE
estimator to be biased and inconsistent when dgalith dynamic models if T is finite (Nickell 1981)he
Nickell bias arises because, regardless of the ¢fiz¢, the demeaned error term is related to tiggdd
dependent variable. As a result of these findiR@sestimations are biased downward. When emplayiag
fixed effects estimator, one way to address th&llidias is to apply a bias-correction techniqgtis is
exactly what Everaert and Pozzi (2007) and De \ad.€2015) implement with their bootstrap-baseasb
correction fixed effects (BCFE) estimator. Furtherey Bun and Carree (2005) developed a simple
asymptotic approximation depending on a first staged effects dynamic panel model, which is usethie
BCFE model.

Compared to the ordinary FE estimator and the gémed method of moments (GMM) estimator, the
Bootstrapped based bias-corrected FE estimatoséhasal advantages. First: the FE estimator, fiairce,
has lower standard deviations than the GMM estim@liviet 1995). Second, because the FE estimatesd
not require a judgment on which instruments toarsg how many, the FE estimates are more stabletltiean
GMM estimates (Roodman 2009). Third, unlike theimady FE estimator, the Bias corrected FE estimator
does not have the same limitations.

The Nickell bias is addressed in the coefficiergsylting in estimates that are aligned for fixe(DE Vos et

al. 2015). Forth, unlike the Instrumental Variabl@¥)/GM estimators, it does not necessitate the
specification of ideal, valid instruments, whictet//GMM estimator's attributes are heavily reliamt.
Fifth, unlike analytical techniques (e.g., Biasteated Least-squares Dummy Variable (LSDVC)), BCFE
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uses non-parametric bootstrapping to perform baagection and so does not rely on stringent paramet
distributional assumptions. In short panels, BCEEpasses GMM in terms of bias reduction and efficye

while also producing superior inferences than LSDVC

3.2 Data and Sample
Data of bank efficiency (lending-deposits spread) the other variables as (bank government lendatal

assets, provisions for credit risk, operation gastairn on assets ratio, the ratio of securittash, and due
from banks, and the ratio of total equity to tatakets), used from the financial statements datalfo
Jordanian commercial banks to cover the period 2W8. On the other hand, the Non-Jordanian Banks
and the Islamic Banks' data are excluded becawsealdta of government lending (core variable) is not
available and it's mostly covered by Jordanian cenaial Banks on its data. Noting that the years02érd

2019 are not included in the sample period to atlmdeffect of COVID-19.

4. Results and Discussions

Table 1: Descriptive Statistics
Spread is the lending-deposits spread ratio, wiickqual [(interest income / earning assets) -el@st

expense/interest-bearing liabilities)]. ROE is te&rn on equity calculated as net income dividgdadbal
equity. GovLend is Banks government lending toltassets ratio. Size is the logarithm of the tatdets at
the end of the year. Risk is the provisions foditresk divided by total assets at the end ofytear. ROA is
the return on assets. Liqgy is the ratio of se@sjtcash, and due from banks to total assets. @Pfhke ratio

of total equity to total assets. CADI is a measnir€apital adequacy, which is measured by the commo

capital asset ratio at the end of the year.

Stats Mean Median St. Div Min Max
Spread 0.079 0.076 0.019 -0.016 0.123
ROE 0.103 0.093 0.098 -0.014 1.043
GovLend 0.208 0.196 0.088 0.000 0.459
Size 9.306 9.288 0.428 8.441 10.413
Risk 0.005 0.004 0.004 0.000 0.022
ROA 0.013 0.013 0.005 -0.002 0.025
Liqy 0.229 0.218 0.060 0.126 0.367
CPTL 0.136 0.138 0.030 0.011 0.220
CADI 0.176 0.164 0.047 0.107 0.367

(Source: Authors based on data from financial statés data for all Jordanian commercial banks)

Table 2: Regression Results

This table shows the results for the associatiomvéxen financial development indicators: efficierayd
profitability (Spread and ROE), and government iegd The dependent variables in all specificatians
Spread and ROE. All other variables are as defaaglier except for L. Spread which is defined aslt#yged
of the lending-deposits spread ratio and L.ROE tiécdefined as the lagged return on equity. *,**

denote significance at the 10%, 5%, and 1% levetpectively.

Variables Spread (Efficiency) ROE (Profitability)
FE BCFE FE BCFE
L.Spread 0.35***

24



ISSN: 2247-6172, ISSN-L:2247-6172
Review of Applied Socio- Economic Research

/z"'_ ._
A W (Volume 23, Issue 1/ 2022 ), pp. 18-
R F@' R URL: http://www.reaser.eu

e-mail: editors@reaser.eu

Variables Spread (Efficiency) ROE (Profitability)

FE BCFE FE BCFE
L.ROE 0.205***
GovlLend 0.097*** 0.081** -0.061 -0.108
Size -0.014 -0.020 -0.283*** -0.502***
Risk 0.065* 0.492 -2.786* -1.421
ROA 0.899** 0.566*
Ligy 0.021 0.045 -0.186 0.152
CPTL -0.051 -0.046 -3.428*** -3.879%**
CADI 0.0139** 0.077 1.004*** 1.030***
R® 0.16 0.08
Lagrange multiplier
(LM) test 9.63 (0.001) 24.67 (0.000)
Hausman test 24.77 (0.001) 30.82 (0.000)

Denote that (BCFE) is referring to Bias Correctiored Effects and FE is referring to Fixed Effects.
(Source: Authors based on data from financial statés data for all Jordanian commercial banks)

This paper implements the Breush-Pagan LagrangépVlest (LM) test to examine whether or not there a
Bank specific unobservable variables and as t#h)leesults show that individual effects, time efe@nd
individual and time effects aren’t random. Accoglito the LM test result, the estimation was madegus
the fixed effect model.

Hausman test was conducted for the Efficiency maael shows the following results: (€hy2=24.77,
probability value =0.001 and for the Profitabilityodel (Chf) x2=30.82, probability value =0.000. Since
these values were smaller than 0.05, it was deditktidthere was an endogeneity problem in the madel
this case, it is necessary to analyze with thedfiiéects model and this result supports the LM tesults.
Results are presented in table (2). The FE tesixtomine the effect of our focus variable GovLend on
Profitability and Efficiency. We also use the BCRiedel, which is known to be more efficient undeefiw
behaved conditions”. Table (2) regression findidgmonstrate the influence of the independent vimsadn
Profitability and Efficiency after carefully usintpe FE test following the model used by Hauner €00
Besides Size, CPTL, CADI, and Risk none of the iotraiables are significant for the regression with
Profitability specification. In the case of the megsion for Efficiency, the variables Size, ROA, @Aand
Risk are seen to be significant. The positive foemeht on GovLend is significant in both Profitity and
Efficiency using the FE model.

Following Hauner (2009), who finds a significandgrositive relationship for GovLend on Profitalyilend
Efficiency. Therefore, the “safe asset” view holdgh strong evidence because both results for fatafity
and Efficiency have a significant and positive tielaship with government lending, but if one ofthéas a
significant and positive relationship and the othas just a positive but not significant relatiapsthis may
lead to weak evidence of holding “safe asset” thesrour analysis results shows. We checked foeftleet

on BCFE models and noticed that similar results abained for the main variables GovLend as was
obtained for the FE model and so we conclude tkhenh eafter testing for the effect of GovLend on
Profitability and Efficiency with the BCFE modehe outcome remains significant.

5. Conclusions

In this paper, the effect of government lending fomancial development indicators (efficiency and
profitability) was investigated using the paneladahalysis method to test the “Lazy banks” and éSaiset”
views for a sample of 13 banks at one of the emgrgiarket countries which is the Jordanian market.

At the LM tests result conducted to define the mpple panel data analysis method, it was found tha
individual and time effects weren’t random, for tthheason an analysis with the fixed-effect modek wa
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carried out. According to the analysis resultsyas determined that government lending has a pesifiect
on financial development. The analysis results alsmwv weak evidence of the “Safe Asset” view asébu
by Hauner (2009).

Thus, the findings have important policy implicaisoas they show that Jordanian government borroising
expected to crowd out private sector credit by baakd this will not be beneficial to the financial
development and the economy as a whole if the b@udunds are channeled to the productive secttreof
economy. In addition, the study shows that a camsecge of the borrowing is the increase in domesédit
particularly from the banking sector to the goveemtn This study has therefore provided researchiths
an incentive for further work in this evolving reseh area.
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