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Monika MarcinkowskaThetwo facesof financialisation
Financializatton
Financializatiomefers to the increasing importance of
financial marketsfinancial motives, financial institutions,
and financial elites in the operation

of the economy and its governing institutio(tspstein,
2001).

Financializatiortransforms the functioning of the economic
system Impacts(Palley2007):

V elevatesthe significance of théinancial sector relative to the real

sector,
V transfersincome from the real sector to thinancialsector

V contributesto increased income inequality and wage stagnation.
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Face one:
Finances everywhere
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Big lbanking:systems

Bankassetd regionalGDR2012),cumulatedon top 20 banks
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Growingfinancial assets

Stock of global financialssets
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Growingdebt
Householdand corporatecredit / GDP

2.3 - - 110%

e CIT (leeft axis) L 1009
99 | — — Household credit/GDP (right axis) L o

Corporate credit/GDP (right axis) s L 909

2.1 -

2.0 -

dD Jo 21eys

1.9 ~

Credit intermediation index

1.8 -

T T T T T T T T T T T T T T T 20%
o lo lo o L % % O
Y%y %o, N % %, "B, ", Bl

¥ 3 v (7}

].-.7 T T T T T

Y 7 Y
%36‘ %39 %35’

T
/‘%b
Source: Flow of Funds and author’s calculations.

Notes: The Credit Intermediation Index (CII) is equal to the ratio of gross credit to net credit to end users
(government, households, and nonfinancial firms). Household credit and corporate credit are from

Table L1 of the Flow of Funds.
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Too muchffinance?

J.Toporowski

In an eraof/finance,
finance mostly finances finance

J.Toporowski The Wisdom of Property
and the Culture of the Middle Classes
[w:] Why the World Economy Needs a

‘ Financial Crash and other critical essays
l UNIVERSITY on finance and financial economijcs
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Funding of entities, by source!
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Overallindebtnessc examplefrom the USA

Share of credit outstanding Share of GDP
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domesticfinancialsectordebt (24%), foreigrbondsheldin USfinancial system (5%)
|IC.PF.MF.ETHnsurancecompaniespensionfunds, mutualfunds, exchangdradedfunds

GSEs governmentsponsoredenterprices

Other nonbanksc issuersof assetbackedsecurities financecompaniesmortgagereal estateinvestment
trusts, brokerdealers fundingcorporations holdingcompanies
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