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Abstract

This article analyzes the potential impact of a higher level of capital and liquidity of banks on the credit
penetration and the economic development in emerging countries. To do so, it employs an econometric
exercise in two stages. In the first stage it is estimated the impact of capital and liquidity on the quantity
and the price of credit. In the second stage it is quantified the impact of credit and its price on the GDP
per capita. Thus, the impact of regulation on output is estimated using a chain rule. The article shows
that in general the effects of capital and liquidity are higher in emerging countries in terms of banking
penetration and GDP per capita.
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