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Importantly, these indicators should be measured over time and assessed carefully. Financial requirements may fall over time as technology
improves, or rise as the understanding of the severity of environmental challenges is enhanced. Likewise, the aim through the efficiency
measure is to understand whether the market is delivering a constant improvement in cost reduction as adoption and learning progresses

or whether there are bottlenecks which policy could help remove. Finally, the performance of a single financial system is, of course, critically
connected with global factors: decisions taken in one country to curb pollution may affect assets held in another country and investors based
in yet another jurisdiction. The scope of performance assessment needs to be able to capture these key interlinkages.

For example in relation to low carbon investment the Climate Policy Initiative has sought to track global investment flows, see Buchner, B.,
Stadelmann, M., Wilkinson, J., Mazza, F., Rosenberg, A. and Abramskiehn, D. (2014). Landscape of Climate Finance 2014. Venice: Climate Policy
Initiative. Flow analysis does not clarify the effectiveness or efficiency of securing such flows, such as the level of public incentives and other
costs of mobilization

Growth, size, largeness and smallness refer to the size of the financial sector relative to the economy as a whole. It can be measured in many
ways, including percentage of GDP or National Income. The measure employing the most widely available data and used in the BIS study is
employment within the sector. SeeCecchetti, S. and Kharroubi, E., BIS Working Papers, “Reassessing the Impact of Finance on Growth,” July
2012, available at http://www.bis.org/publ/work381.pdf; Philippon, T. and Reshef, A., NBER Working Papers, “Wages and Human Capital in the
US Finance Industry: 1909 through 2006,” January 2009, available at http://www.nber.org/papers/w14644.

The authors of the BIS study suggest reasons for this relationship in a subsequent study sponsored by BIS [Ceccchetti, S., and Kharoubbi,

E., BIS Working Papers, “Why Does Financial Sector Growth Crowd Out Real Economic Growth,” February 2015, available at http://www.bis.
org/publ/work490.htm]. The interaction between financial sector growth and real growth is seen as tied to the correlation of financial sector
growth with projects that are “pledgeable,” that is to say that they are readily useable as collateral in financings but in which productivity is
relatively low. Growth of the financial sector disproportionately benefits high collateral/low productivity projects.

Development refers to an array of characteristics such as the Financial Development Index used in the IMF sponsored study that is a weighted
average of depth, access and efficiency of both financial institutions and financial markets. See IMF Staff Discussion Note “Rethinking Financial
Deepening: Stability and Growth in Emerging Markets,” May 2015, available at https://www.imf.org/external/pubs/ft/sdn/2015/sdn1508.pdf
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