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Abstract 

The paper examines the issues of regional financial integration and its impact on financial market development in Africa. So the paper reviews the development of stock exchanges in Africa, and moves towards regional capital market integration. It is acknowledged that financial integration affect several aspects of economic performance, particularly increases investment rates, technology transfers, trade openness, stimulates the development of domestic financial system and economic growth. Similarly, financial integration is recognized as a potential source of macroeconomic instability. Despite experiencing rapid growth in number and size of financial markets, existing evidence suggests that African stock markets remain highly fragmented, small, illiquid and technologically weak, severely affecting their informational efficiency. Therefore, this study attempts to ascertain whether African stock markets can improve their informational efficiency by formally harmonizing and integrating their operations. Our results imply that formal harmonization and integration of African stock markets may improve their informational efficiency. The integration of the financial markets requires that appropriate steps be taken to create the enabling environment. This environment could be attained through common policies, institutions and regional frameworks and, above all, the necessary political commitment. The finding implies that openness promotes growth through indirect channels via financial development. 
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