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Domestic Pnancialisation - common empirical themes

m Firms:

= More engaged with Pnancial markets for funding and
speculative investments (carry-trade), low real investment

m Households:

m Debt, engagement with Pnancial system, including for
microbnannce

m Financial sector

m Rise of institutional investors, foreign bank entry and bank
privatisation

m All in all, some typical factors of core Pnancialised economies
also present in the periphery, but with dilerent characteristics
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Increase in reserves

Foreign exchange reserves
percentage
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Debt increasingly private..
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Financial globalisation Implications
The other side of the coin

...and public debt increasingly local currency
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Current accounts
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Implications

m Financial integration boomed in the past 20 years, not reversed
by the crisis

Driven by private actors, develops bnancial (securities) markets

Link to global Pnancialisation: privatised Keynesianism, and
low interest rates

m Up to 2008, debt-led economies driving current account
surpluses in the developing world

m Since the crisis, no Odemand of last resortO, current account
debcits

m Global imbalances did not cause Pnancial globalisation (and as
such the crisis). Only related through the global Obnance-ledO
growth regime.
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FDI to the EU from EDC - EUR millions
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Financialisation of EU development policy

m EU at the forefront of policy shifts towards innovative means
to provide pnance for development

m Background: making aid elective
m Solution: involve the private (Pnancial) sector

m Allocating a substantial share of the EU budget to the

Pnancial sector
m Using OblendingO mechanisms to deliver development Pnance
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Aid allocation

Financial sector aid
% of total aid
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Blending

€ Millions
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Implications

m Financialisation emerging in several ways:

m Promoting the interest of private bnancial institutions, creating
new liabilities through blending, and the development of local
Pnancial markets

m Puts development bnance at risk of Pnancial instability

m Diluses the Omaterial culture of PnancialisationO
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Conclusion

m Financialisation remains a complex process, but | hope WP6
was able to show that it alects development and developing
countries, both at the global level and within their domestic
economies

m Still need to establish some of the links between the domestic
country-specibc aspects and the global common aspects

m Learned a great deal through FESSUD, hopefully its end is not
the end of our collective elort to uncover Pnancialisation and
promote some alternatives to it!
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Thank you!



