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Abstract
In this article we estimate the effects of financialisation on physical 
investment in the developed and developing countries using panel 
data based on balance-sheets of publicly listed non-financial 
companies (NFCs) supplied by Worldscope for the period 1995-2015. 
Among the developed economies, we focus on the cases of the USA, 
Japan, and a group of Western European countries. In the developing 
world, we present estimations based on the group of the NFCs in all 
developing countries as well as BRICS as a group- and country 
specific estimations for South Africa, South Korea, India, and China, 
for which there are data for a sufficiently large group of companies. 
We find robust evidence of an adverse effect of both financial 
payments (interests and dividends) and financial incomes on 
investment in fixed assets. The negative impacts of financial incomes 
are non-linear with respect to the companies’ size; financial incomes 
crowd out investment in large companies, and have a positive effect 
on the investment of only smaller, relatively more credit-constrained 
companies. Our analysis contributes to the literature by providing 
evidence on the multifaceted relationship between financialization 
and corporate investment in developing and emerging countries.
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 USA Japan 
Developing 

and Emerging 
S. Korea S. Africa 

(
𝐼

𝐾
)

𝑡−1
 

0.348*** 
(0.000) 

0.206*** 
(0.000) 

0.360*** 
(0.000) 

0.292*** 
(0.000) 

0.324*** 
(0.000) 

(
𝑆

𝐾
)

𝑡−1
 

0.377*** 
(0.000) 

0.809** 
(0.000) 

0.354*** 
(0.000) 

0.705*** 
(0.000) 

0.240** 
(0.015) 
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(
𝜋

𝐾
)

𝑡−1
 

0.045*** 
(0.000) 

0.045*** 
(0.000) 

0.042*** 
(0.001) 

0.024 
(0.117) 

0.034 
(0.413) 

(
𝐹

𝐾
)

𝑡−1
 

-0.051** 
(0.015)

) 

-0.128 
(0.235) 

-0.091*** 
(0.000) 

-0.076** 
(0.017) 

-0.098*** 
(0.010) 

(
𝜋𝐹

𝐾
)

𝑡−1
 

-0.255*** 
(0.000) 

-0.899* 
(0.064) 

-0.023 
(0.439) 

-1.262** 
(0.022) 

-0.426* 
(0.077) 

[(
𝜋𝐹

𝐾
)

𝑡−1
∗ 𝐷90]

𝑡−1

 
 

  
1.375** 
(0.012) 

 

[(
𝜋𝐹

𝐾
)

𝑡−1
∗ 𝐷80]

𝑡−1

  
1.138** 
(0.031) 

   

[(
𝜋𝐹

𝐾
)

𝑡−1
∗ 𝐷70]

𝑡−1

     
0.501* 

(0.099) 

[(
𝜋𝐹

𝐾
)

𝑡−1
∗ 𝐷60]

𝑡−1

 0.425*** 
(0.001) 

    

[(
𝜋𝐹

𝐾
)

𝑡−1
∗ 𝐷50]

𝑡−1

      

[(
𝜋𝐹

𝐾
)

𝑡−1
∗ 𝐷40]

𝑡−1

   
-0.141*** 
(0.001) 

  

Number of observations 11948 7652 31983 6665 2057 

Number of firms 1659 1596 6463 1245 230 

Number of Instruments 31 31 31 31 31 

p-value  A-B test (AR2) 0.897 0.269 0.611 0.168 0.159 

p-value  Hansen test 0.496 0.424 0.385 0.211 0.111 

Time effects yes yes yes yes yes 

p-value Wald test for 
time effects 

0.000 0.000 0.000 0.001 0.000 

p-value  Wald test for β5+β6=0 0.002 0.012 0.002 0.001 0.038 
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Symbol Variable Definition Worldscope Code 

I Investment Addition to fixed assets WC04601 

K Capital stock Net fixed capital stock WC02501 

S Sales Net sales WC01001 

π Profit rate Operating income WC01250 

F 
Financial 

Payments 
Interest + cash dividends paid 

WC01251 +  

WC04551 

πF 
Non-operating 

profit 

Non-operating profit from interest and 

dividends 

WC01266 +  

WC01268 

FA Financial assets 
Cash, other investment, short-term 

investment, other current assets 

WC02003 + WC02250 + 

WC02008 + WC02149 
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http://www.cepr.org/active/publications/discussion_papers/dp.php?dpno=10642
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https://ideas.repec.org/a/ecm/emetrp/v56y1988i6p1371-95.html
https://ideas.repec.org/s/ecm/emetrp.html
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