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Abstract

Each country’s financial system is a part of the global financial system. Economies
of all countries become more and more globalized including their financial systems.
Financialization, i.e. the process in which financial markets and their participants gain
more influence over the functioning of enterprises/companies and the framework of the
financial system, changes the functioning of the economic system, both at the macro- and
microeconomic level. It results not just in increasing the importance of the financial
sector in relation to the real sector, but as well as in transferring the income from the real
economy to the financial sector, contributing to the growth of income inequality and
stagnant wages (Orhangazi, 2008; Tamasauskiené et al., 2016).

Purpose — this paper deals with the question concerning global aspects of
financialization and its aim is twofold: (i) overviewing recent contributions in this field to
define financialization, briefly narrate its genesis emphasizing problems caused by
financialization and (ii) to analyse the globalization aspect of financialization over the
last half of the century at country level examining whether and to what extent this aspect
of globalization is spread out across different regions and income groups and how it is
linked with long-run growth.

Methodology — dynamic analysis of countries’ financial globalization across different
regions and income groups. Correlations between financial globalization and economic
growth in the long-run.

Finding — Based on theoretical assumptions and retrospective empirical studies, it
can be argued that financialization can lead to positive, negative, statistically not
significant and U-shaped impacts on countries' economic development. In empirical
studies financialization is often expressed in terms of financial flows or interest rate,
credit and others indicators. To examine relationships between financial globalization
and long-run growth, I use the index of financial globalization across different regions
and income groups. I found that financial globalization increased across all regions and
income groups. Examination of the impact of financial globalization on the long-run
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growth across has revealed that generally there is no significant impact over the long-
run.

Practical implications — this article reviews evidence on the consequences of
financialization across different regions and income groups. There was found that
financial globalization increased across all regions and income groups. Examination of
the impact of financial globalization on the long-run growth across has revealed that
generally there is no significant impact over the long-run.

Originality/Value — Globalization is one of the most important processes that
influence the everyday life of our society, as well as of the world economy. The process of
financialization is also becoming global, irrevocable, and unstoppable throughout the
world. Growing global importance of finance, financial markets, and financial institutions
to the economy are typical for the financialized world economy. Financialization has
brought many issues of its impacts to economic growth. There are a large number of
studies dealing with financialization that confirm its impact on household borrowing
(Lavoie, 2012), consumption and demand (Onaran et al.,, 2011), income distribution
(Zalewski & Whalen, 2010; Jaumotte et al., 2008), investment in ,real® production
(Orhangazi, 2008). However, there is still confusion about the nature and dynamics of
financialization’s global aspects, including its impact on the economy.
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