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ABSTRACT 

This paper examines the role of trade openness and capital account openness in influencing 
financial development in Malaysia. The empirical findings using the bounds testing approach 
demonstrate that trade openness and capital account openness are positively significant 
determinants of financial development. However, there is no empirical support of the 
hypothesis that the simultaneous opening of both trade and capital accounts is necessary for 
financial development to take place. The evidence is valid for three banking sector 
development and two stock market development indicators. 
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