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FDI, Financial Sector, and Growth

* Ina paper by Alfaro, Chanda, Kalemli-Ozcan, and Selin
Sayek (2007), financial markets allow the backward
linkages between foreign and (financially constrained)
domestic firms to turn into FDI spillovers.

e |n their calibration, financially well-developed
economies experience growth rates that are almost
twice those of economies with poor financial markets.
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SD of GDP Growth
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