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Limits of financialization and 

inequality were spotted early on 

– CP Kindleberger: spectacular booms, credit squeezes, 
market crashes and debt depression 

– JM Keynes: under-consumption and speculation

– HP Minsky: financial innovation, de-regulation, stability 
and instability

– JK Galbraith: financial euphoria/dementia, mass 
disillusion, crash and desperation, social and economic 
damage

–More recent academic papers have revisited the 
empirical and theoretical links between financialization, 
inequality, instability and the fiscal stance  
(See forthcoming Trade and Development Report 2017, chapter 5)



This study widens the scope:

–Global databases: financialization measures 
(BoPS, IFS, bank's databases), income distribution 
(GICP), fiscal variables (UNSD and GFS), fiscal 
stance (UN GPM)

– Finding 1: Financialization leads to worsening 
income distribution

– Finding 2: Financialization induces adjustments in 
the fiscal stance

– Finding 3: Trade and investment agreements 
accelerate the pace of financialization… and its 
consequences



Global stylized patterns



Exh1a: financialization and the Gini



Exh1b: financialization and the 

‘Palma ratio’



Exh2a: financialization and 

government expenditure in G & S



Exh2b: financialization and 

government transfers and subsidies



Exh2c: financialization and 

government revenues



Exh2d: financialization and indirect 

tax rates



Exh3a: trade & investment 

agreements and financialization



Exh3b: trade & investment 

agreements and financialization



Reverting financialization and its 

consequences: policy options

– Financial re-regulation

– Income distribution and employment policies

– Proactive fiscal stance

– Cautious approach to trade and investment agreements


