
Financial Globalization, Economic Growth, and
Macroeconomic Volatility
Working Paper No. 430 Keep in mind
The series Working Papers on Economics is published by the Office for Economic Studies at the Banco de la
República (Central Bank of Colombia). It contributes to the dissemination and promotion of the work by
researchers from the institution. This series is indexed at Research Papers in Economics (RePEc).

On multiple occasions, these works have been the result of collaborative work with individuals from other
national or international institutions. The works published are provisional, and their authors are fully responsible
for the opinions expressed in them, as well as for possible mistakes. The opinions expressed herein are those of
the authors and do not necessarily reflect the views of Banco de la República or its Board of Directors.

AUTHOR OR EDITOR Hernán Rincón
 
This paper evaluates the effects of financial globalization on growth and macroeconomic volatility, from 1984 to
2003, for a sample of 43 countries. Particular attention is given to those effects on the member countries of the
Latin American Reserve Fund (FLAR): Bolivia, Colombia, Costa Rica, Ecuador, Peru, and Venezuela. The
findings show that financial globalization spurs growth, when the countries? income level is controlled; it does
not increase macroeconomic volatility, as it is commonly stated, but does not reduce it either. Belonging to
FLAR does not seem to make a difference in terms of growth and macroeconomic volatility; however, the
findings of a strong negative effect on the volatility of consumption might be related to the fact that those
countries have an insurer (FLAR) that has helped them to smooth consumption during periods of adverse
external shocks.    
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