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Energy can be considered as the backbone of the economy and 
financial progress is the legs upon which it is standing. Bangladesh 
being one of the most overpopulated countries in the world has 
managed to maintain an approximate 6% growth rate over the past 
decade. This has been made possible through a combined effort of 
providing sufficient resources to the people. Financial development 
can effect energy consumption through different possible channels. 
For example, growing efficiency of financial market can support 
increased lending to the economic agents and thus encourage 
energy consumption. Developed financial market can also provide an 
opportunity to lend capital to the renewable energy sector. A number 
of researchers have examined the relationship between financial 
development and economic growth in other developing countries 
(Among others, Chitioui, 2012, Coban and Topcu, 2012, Ali et al., 
2015).However, to the best of our knowledge, there is no study 
examining the impact of financial development towards energy 
consumption in Bangladesh economy. Thus, the  objective  of  the  
this  paper is to investigate  the causal  relationship   between 
financial development and energy consumption in  Bangladesh 
economy over  the  period  1976-2007, using a bivariate framework.  
Domestic credit provided to the financial sector and energy use has 
been used as the indicators for financial development and energy 
consumption respectively in this paper. Augmented Dickey Fuller 
(ADF) test for unit root test have been conducted and found that all 
the variables are either stationery at their level of at first differenced 
forms. ARDL cointegration test have been performed and found that 
the variables are cointegrated in the long run. Finally, the granger 
causality reveals bidirectional causality only in the short run.  Policy 
implication for Bangladesh at the conclusion of this paper would be 
for the government to provide flexible economic policies to 
encourage further investments in both financial sector and energy 
sector for securing long term economic growth. 
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