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Figure 8
Finance Value Added Divided by Bank Loans
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Sources: Bank loans are from Schularick and Taylor (2012). Finance value added is from EU KLEMS or
STAN (OECD); Italy in 1958-1968 from Istituto Centrale Di Statistica; Japan in 1955-1969 from the
Economic and Social Research Institute, Cabinet Office, Government of Japan.

Notes: The figure reports the ratio of finance value added divided by bank loans to nonfinancial entities
(firms in the private sector, government and households) for various countries. It also reports “Unit
cost of finance (US),” a quality-adjusted unit cost of finance measure for the United States from
Philippon (2012).
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Figure 3
Value Added Shares of Finance in GDP
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Source: Authors’ calculations using data from EU KLEMS.

Notes: The figures report the share of finance in GDP. Series are three-year moving averages. Panel A
groups countries that exhibit a strong increasing trend. Panel B groups countries that exhibit either a
weak upward or mixed trend.
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Figure 1
Poverty and Inequality in Latin America
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Source: Authors’ calculations based on data from the SEDLAC database (Socio-Economic Database for
Latin America and the Caribbean) maintained by CEDLAS (Center for Distributional, Labor and Social
Studies at the Universidad Nacional de la Plata) and the World Bank, as well as data from the Economic
Commission for Latin America and the Caribbean, the Inter-American Development Bank and the
World Bank.
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Figure 1
The Growth of Financial Services
(value added share of GDP)
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Source: Authors’ calculations using data from National Income and Product Accounts (1947-2009) and
the National Economic Accounts (1929-1947).

Notes: The finance sector includes the insurance, securities, and credit intermediation subsectors.
The securities subsector includes the activities typically associated with investment banks and asset
management firms, and it comprises two different categories in later sample years (“Securities” and
“Funds, trusts, and other vehicles”); we combine them into one category for consistency.
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Figure 5
The Evolution of Transfers in Cash Transfer Programs in Latin America
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Source: Authors’ calculations based on eligibility criteria from conditional cash transfers and household
surveys from Latin American countries—Mexico: ENIGH (Encuesta Nacional de Ingresos y Gastos de
los Hogares); Ecuador: ENEMDU (Encuesta Nacional de Empleo, Desempleo y Subempleo); Brazil:
PNAD (Pesquisa Nacional de Amostro de Domicilios); Colombia: GEIH (Gran Encuesta Integrada de
Hogares).
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Figure 1
Historical Income Share of the Financial Sector, 1850-2007
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Sources: The historic series is mostly from Smits, Woltjer, and Ma (2009) and from various historical
statistical sources: Australia in 1861-1939 from Vamplew (1987); Canada in 1870-1926 from Urquhart
(1993) and in 1926-1976 from Statistics Canada; Italy in 1958—1968 from Istituto Centrale Di Statistica
(various years); The Netherlands in 1921-1969 from Office Statistique des Communautes Europeennes
(1966) and den Bakker and de Gijt (1990); Norway in 1910-1960 from the Central Bureau of Statistics
of Norway, Historical Statistics 1968 (1969). Modern data are either from STAN (OECD) or EU KLEMS.
Discrepancies between STAN and EU KLEMS data are insignificant. EU KLEMS data are described in
O’Mahony and Timmer (2009). The raw historic value added in finance and GDP series for the UK are
volume indices; to get the value added share in the UK we assume that the unit cost of financial services
divided by the unit cost of GDP (the GDP deflator) is constant from 1970 going backwards. See the
online Appendix for complete details.

Notes: Black dots represent historical sources, solid lines represent modern sources. The dashed line for
the USA series is from Philippon (2012); this series combines several sources. The historic and modern
income share series are the value added of financial intermediation (without real estate) as a share
of GDP.
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Table 1
Noncontributory Pensions and Conditional Cash Transfer Programs in Latin
America, 2011

Noncontributory pensions (NCP) Conditional cash transfer programs (CCT)
Coverage Transfers Coverage Transfers
People % of $US % Households % of BUSH** %

Country NCP Age (thousand) elderly (monthly) GDP CCT  (thousand) households (monthly)  GDP

Argentina N 70+ 41 1.4 248 0.03 N 1,876 21.1 162 0.49
Bolivia v 60+ 899 100 28 1.25 N 972 40.2 5 0.23
Brazil VE 604+ 7,340 32.5 328 1.16 N 13,352 28.2 45 0.41
Chile v 65+ 842 53.5 136 0.55 N 264 5.9 104 0.13
Colombia v 57+ 768 15.6 33 0.09 N 2,438 23 33 0.22
Costa Rica v 65+ 93 30.6 146 0.4 N 143 12.7 74 0.23
Dominican vV 831 34.7 25 0.24
Republic
Ecuador N 65+ 536 58.2 35 0.34 N 1,212 34 35 0.71
El Salvador 60+ 20 3.4 50 0.05 vV 95 7.1 17 0.15
Guatemala vV 873 374 29 0.24
Honduras N 412 27.7 40 0.32
Mexico VEE 704 2,149 44.9 40 0.09 v 5,827 24.2 72 0.46
Panama vV 70+ 85 56.5 100 0.34 vV 74 10 50 0.15
Paraguay N 654 25 7.4 92 0.11 N 94 7.1 38 0.13
Peru N 65+ 26 1.5 46 0.01 N 474 7.1 36 0.13
Uruguay v 654 33 7.1 238 0.2 V 207 24.7 83 0.48
Latin 12,858 33.4 178 0.56 29,143 22.6 64 0.37
America

Source: Authors’ calculation based on data from official records.

*Includes two noncontributory pensions: Beneficio de Prestacao Continuada and Previdéncia Rural.
**Includes only the 70y Mds program, and not the 18 state and municipal pension noncontributory
pension programs.

#¥% Averages based on the demographic structure of household in the poorest quintile.
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Figure 4
Relative Wage in Finance
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Source: Authors’ calculations using data from EU KLEMS. Series are three-year moving averages.

Notes: The figures report the average wage in finance relative to the average wage in the whole economy.
Average wages are computed by dividing labor compensation by full-time equivalent employment.
Panel A groups countries that exhibit an increasing trend (except for France in the beginning of the
sample). Panel B groups countries that exhibit either a mixed or decreasing trend.





OEBPS/Images/10188.jpg
Table 4
Investment Objectives

Dependent variable

Home Dummy P/E Levels P/E Change
(1) 2) 3) “)

Politicians 0.192 0.199* 3.630%#* —0.038s#s#

(0.128) (0.103) (0.900) (0.012)
Strategic Objectives -0.086 —-0.069 2.261% -0.015

(0.077) (0.154) (1.249) (0.009)
Politicians x Strategic Objectives 0.477#%% 0.454* -0.993 0.014

(0.176) (0.245) (2.504) (0.013)
External Managers Yes Yes Yes Yes
Home P/E No Yes No No
Outside P/E No Yes No No
Home Investment No No Yes Yes
Year dummies No No Yes Yes
Sovereign wealth fund region dummies No Yes Yes Yes
Target region dummies No No Yes Yes
R? 0.142 0.014 0.169 0.128
N 2,618 2,618 2,533 2,524

Notes: The four regressions are very similar to those reported in Table 3. The main changes are the
addition of Strategic Objectives and the interaction of Strategic Objectives with Politicians (Politicians x
Strategic Objectives). Robust standard errors, allowing for data clustering by the countries in which the
sovereign wealth funds are based, are shown in parenthesis.
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Figure 4
Coverage of Contributory Social Insurance, by Country and Income Quintile
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Source: Authors’ calculations based on data from Rofman and Oliveri (2012).

Notes: Each bar represents the percentage of employed workers aged 20 and older who are currently
contributing to social security; the number in parenthesis after the country name is the average coverage
in that country (in percent). The thick horizontal line corresponds to the population-weighted Latin
American average.
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Table 1

Determinants of Skill Intensity and Wages in Finance

Dependent variables:

) 2

) )

(&)

(6)

Relative skill intensity

Relative wage

Relative skilled wage

Financial deregulation,
t—1

Relative ICT share, -1

Country fixed effects
Year fixed effects
Observations

R?, within

Number of countries

0.199%:#k  (),]123%:*
(0.027) (0.041)
0.301%##%k  (,102%*
(0.026) (0.041)

Yes Yes

No Yes

254 254
0.67 0.74

10 10

0.066 -0.074
(0.042) (0.061)
0.287##% (0,268
(0.042) (0.074)

Yes Yes

No Yes

297 297
0.27 0.34

10 10

0.091%%
(0.040)

0.975%5%
(0.038)

Yes
No

254
0.35
10

~0.069
(0.062)

0.235%**

(0.061)

Yes
Yes
254
0.47
10

Source: Authors.

Notes: In these regressions, we use three dependent variables: relative skill intensity in finance; the
relative wage of finance; and the relative wage of skilled labor in finance. We standardize all the variables
in the regressions over the entire sample, so the coefficients can be interpreted as the effect of one
standard deviation change in the regressor on the regressand, also in terms of standard deviations (beta
coefficients). The regressors are lagged by one year. We drop the United States from these regressions.

##% and ** indicate levels of significance of 1 percent and 5 percent.
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Table 3
Sovereign Wealth Fund Behavior

Dependent variable

Home Dummy P/E Levels P/E Change
(1) 2) 3) “)
Politicians 0.41 3%% 4.153%%% —0.042%**
(0.107) (1.300) (0.004)
External Managers —0.27 3k —4.562% %% 0.023%**
(0.058) (1.307) (0.007)
Home P/E 0.006%*
(0.003)
Outside P/E -0.005%*
(0.003)
Home Investment -5.607* -0.017
(2.625) (0.013)
Year dummies No No Yes Yes
Sovereign wealth fund region dummies No Yes Yes Yes
Target region dummies No No Yes Yes
R? 0.128 0.097 0.167 0.128
N 2,618 2,618 2,533 2,524

Notes: The sample consists of 2,662 investments by 29 sovereign wealth funds. It excludes transactions
that were withdrawn or rejected. The dependent variable Home Dummy is a dummy denoting whether
the investment target was based in the same nation as the sovereign wealth fund; the dependent variable
P/E Levels is the weighted (by firm value) average of the price/earnings ratios of publicly traded firms
in the industry, country, and year of the transaction; the dependent variable P/E Change denotes a one
year percentage change in the value of P/E Levels from the year of the transaction. External Manager:
is equal to 1 if external managers are involved in the management of the fund, zero otherwise. The
Politicians variable is a dummy equal to 1 if politicians are involved in the management of the fund. The
Home P/Evariable is the country-level P/E ratio of home country. The Outside P/E variable is equal to the
target country P/E ratio if investment is not in the sovereign wealth fund’s home nation. If investment
is at home, Outside P/E is equal to the average (weighted by the total transaction sizes of the sovereign
wealth fund deals in the sample) P/E ratios of all other countries in which investments were made by
sovereign wealth funds. Home Investment is a dummy variable which equals one if the target is based in
the same country as the sovereign wealth fund. We include dummy variables for different regions, set
equal to 1 when a fund or target is based in Asia or the Middle East. The estimation method in the first
two regressions is a weighted probit model and in the second pair is weighted ordinary least squares,
using in both cases as weights winsorized transaction sizes (converted to 2000 US dollars). The displayed
coefficients are marginal effects. Standard errors are clustered at the sovereign wealth fund country.
When year dummies are added, the sample only includes transactions from 1991 onward.
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Figure 3
Math Scores among 15-Year Olds, Latin America and East Asia (2009)
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Source: Authors’ calculations based on data from OECD Program for International Student
Assessment (PISA), 2009.
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Figure 7
Relative ICT (Information and Communication Technology) Capital Share in
Finance
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Source: Authors’ calculations using data from EU KLEMS.

Notes: The figure reports the difference between the ICT (information and communication technology)
capital share in finance and the ICT share in the whole economy, using constant prices in 1995. Data
for Canada are not available from the EU KLEMS. Data for the US are from the Bureau of Economic
Analysis, Fixed Assets Tables. Series are three-year moving averages.
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Figure 6
Relative Wage of Skilled Labor in Finance

A: Increasing trend

1.6

United States
—»—— Sweden
——————— United Kingdom
—&—— Denmark
——e—— France
——f3—— Finland

0.6 4
T T T T T T T T
1970 1975 1980 1985 1990 1995 2000 2005

B: Mixed trend
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Source: Authors’ calculations using data from EU KLEMS.

Notes: The figures report the average wage of skilled workers in finance relative to the average wage of
skilled workers in the whole economy. Average wages are computed by dividing labor compensation
by full-time equivalent employment. High-skilled workers in all countries are comparable and attain at
least a college or university degree. Data for Canada are not available from EU KLEMS. Panel A groups
countries that exhibit an increasing trend. Panel B groups countries that exhibit a mixed trend, or
roughly no trend since 1980.





OEBPS/Images/11628.jpg
Figure 2
Total Factor Productivity (TFP) in Latin America and East Asia
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Source: Authors’ calculations based on data from Daude and Fernandez-Arias (2010).

Notes: Latin America: Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Dominican Republic,
Ecuador, Honduras, Mexico, Nicaragua, Panama, Peru, Paraguay, El Salvador, Uruguay, and Venezuela.
East Asia: Hong Kong, Korea, Malaysia, Singapore, and Thailand.
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Figure 5
Relative Skill Intensity in Finance
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Source: Authors’ calculations using data from EU KLEMS.

Notes: Relative skill is defined as the share of high-skilled workers’ (full-time equivalent) employment
in finance minus the corresponding share in the whole economy. Skilled workers in all countries are
comparable and attain at least a college or university degree. Data for Canada are not available from the
EU KLEMS. Series are three-year moving averages.





