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ABSTRACT

This paper explores the relationship between financial liberalization and
financial sector development in Taiwan. Applying the ARDL model to examine
empirical assessment of the relationships over the period 1982Q3 to 2009Q3.
Accounting for the joint influence of financial sector development and the
financial liberalization, the technique of principal component analysis is used
to construct a summary measure. The result shows that the per capita GDP
positively affects the financial development in the long run. As to the financial
liberalization, it appears to be harmful for development of the Taiwan financial

system.
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