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In this paper, we discuss financialisation as the development of fictitious capital 
in more developed and less developed countries. The controversies surrounding 
the meaning of fictitious capital require a preliminary discussion on its conceptual 
definition, which is done by means of an analysis of the relationship between real 
and fictitious capital within the labour theory of value. Once theoretically explained 
why the relative autonomy of circulation from production supports financialisation 
as the development of fictitious capital, we focus on the limits of this relative au-
tonomy, which is something objectified in economic crises. Relevant data were 
gathered to determine how the concentration of financial investments in fictitious 
capital in a few markets was able to underpin its enormous and lasting develop-
ment, even though this fictitious capital, by definition, does not generate surplus or 
new (labour) value. Furthermore, the analysis of net capital flows between devel-
oped and developing countries also demonstrates that the latter are net donors of 
capital. Therefore, it is possible to verify the relationship between the development 
of fictitious capital and the increase of inequality between countries.
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1. Introduction

This paper primarily aims to analyse the financialisation of economies concerning the 
development of fictitious capital, and to compare its evolution among developed and 
developing countries. Financialisation has been generally defined as the supremacy of 
finance over real production. This greater relevance of finance can be expressed and 
characterised in various ways, such as, the ‘ascendancy of “shareholder value” as a 
mode of corporate governance’ and ‘dominance of capital market financial system over 
bank-based financial systems’ (Epstein, 2005, p. 3), among others. In this paper, we 
will examine financialisation as the development of fictitious capital.
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The concept of fictitious capital adopted in this paper follows the definition of Karl 
Marx (1972). This is a concept that is interpreted differently by Marxists. Some as-
sociate fictitious capital with credit in general, as in Meacci (1998) and Hoca (2012), 
whereas others, such as Foley (2005); Mollo (1989, 2013); and Lapavitsas (2013), 
claim that fictitious capital cannot be equated with credit aimed to production, al-
though it depends on its development to expand. The examination of differences be-
tween these positions is deemed necessary to better highlight the characteristic features 
of fictitious capital to be analysed in the financialisation process. This is what we will 
show in Section 2 of the article.

In defining fictitious capital, we will highlight how it develops without creating new 
value in the production process. Thus, fictitious capital implies a relative autonomy be-
tween the processes of circulation and production. On the one hand, it is this relative 
autonomy that allows its development. On the other hand, material constraints, that is, 
limits posed to this autonomy, can objectify the development of fictitious capital onto 
crises, hence its relativity. This is what we will discuss in Section 3 of this article.

The autonomy of circulation in relation to production is what allows us to asso-
ciate the development of fictitious capital with financialisation, as the predominance 
of finance over production. However, as we will witness, fictitious capital can develop 
without creating new value in the production process. Considering this, it is necessary 
to explain how and why fictitious capital could develop to this extent, and in such a 
lasting way over the last decades. This is an even more necessary explanation if we 
consider the significant development of financialisation since the 1970s, which, des-
pite facing local and global financial instabilities, came to be faced with a generalised 
global crisis only in 2008. That is what we undertake in Section 4, showing that it was 
the directing of financial resources from countries worldwide and its concentration in 
the most developed countries, in particular in the USA, which allowed the accentuated 
and prolonged valorisation of fictitious capital. We will further demonstrate that this 
process of concentration of capital inflows increases the demand for fictitious assets, 
which then lead to an increase in its prices—and subsequently lead to the development 
of fictitious capital in a lasting manner. In doing so, we also present, in Sections 4 and 
5, an interface between financialisation and inequality between countries.

Measuring fictitious capital is not easy. But in this case, its growth has been ex-
tremely significant over time, such that it is possible to verify it using only some evi-
dence around what are considered some of the most clear and unequivocal forms of 
fictitious capital. Once, as we shall witness, that fictitious capital is defined as that 
which does not generate new value (because it is not directly mobilised in real pro-
duction), we then evaluate its development only from assets such as derivatives and 
debt securities, which are securities derived from debts and therefore not intended to 
be invested in real production. Initial public offerings (IPOs), which often have purely 
speculative applications, may partly tend to raise capital, or fund an expansion of real 
capital. However, there remains no reliable data that would allow us to separate these 
two parts. Thus, to not overestimate fictitious capital and then its development, which 
is a relevant variable in this article, we do not include IPOs in its computation. Shares 
are only included in the data used when they are traded on secondary markets, thereby 
making them purely speculative.

Another way to estimate fictitious capital, this time using capital flows in the Balance 
of Payments, was to exclude foreign direct investments (FDI), since these, instead of 
seeking appreciation only in the financial markets, are destined for real production. 
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It is widely recognised, however, that FDI flows are largely speculative. For example, 
in Damgaard et al. (2019A), this type of capital is called ‘Phantom Investment’, since 
they are ‘investments that pass through empty corporate shells. These shells, also called 
special purpose entities, have no real business activities’ (Damgaard et al. 2019A, p. 
12). The inclusion of FDI in the analysis would certainly make us perceive a deepening 
of the movements of concentration of financial capital with fictitious potential, thus 
reinforcing our conclusions.1 However, in practice, the disaggregation of this type of 
data, at the level of the international flows, cannot be done for the period of years and 
with the statistics used in this work. That is why, even underestimating the fictitious 
potential of the concentration of financial capital, we chose to exclude the FDI from 
the data gathered.

In this sense, the Capital Account data within the Balance of Payments do not ex-
haust the capital that enters the financial markets of different countries, but they do 
allow, on the one hand, to verify the growth of fictitious capital in the world and, on the 
other hand, to highlight the concentration of inflows in a few countries, allowing the 
justification of long-term asset appreciation and growth of the fictitious character of 
capital. As for the least developed countries, in particular, they are analysed in the fifth 
section. In this part, we focus our attention to the fact that they are net donors of re-
sources, which leads to increased general inequality between less and more developed 
countries. We have also demonstrated the underdeveloped countries have specificities 
in terms of financial valuation that particularise their processes of financialisation and 
development of fictitious capital. Having concluded the analysis, at the end of this art-
icle, we present some final considerations in Section 6.

2.  Financial capital, credit to production and fictitious capital: relevant 
conceptual distinctions

This section aims to define financial capital and fictitious capital and distinguish the 
latter from credit for production. Chesnais (2016), in a book that consolidates ideas 
found in many of his works, differentiates finance capital from financial capital. The 
first, usually associated to the work of Hilferding (1970), refers to ‘the forms and 
consequences of the intermeshing of highly concentrated and internationalised global 
banks, large transnational industrial and service corporations and giant retailers’ 
(Chesnais, 2016, p. 1). Meanwhile, the latter, ‘finance qua finance’ (Chesnais, 2016), 
or ‘concentrated money capital operating in financial markets’ (Chesnais, 2016, p. 5), 
is financial capital.

In our understanding of the matter, this definition of financial capital relates back to 
what Marx called ‘money-dealing capital’. For Marx (1972, p. 315), ‘the purely tech-
nical movements performed by money in the circulation process…. If individualised as 
a function of some particular capital performing just these, and only these, operations 
as its specific operations, convert this capital, into money-dealing capital’. It is always 
in the form of money, as ‘money-capital in general, but as money-capital engaged pre-
cisely in these technical functions’ (Marx 1972).

1 Considering the period 2009–17, Damgaard et al. (2019B, p. 26) state: ‘Our estimates imply that 
Phantom FDI has grown at a faster pace than Real FDI over the last decade and for around $15 trillion 
accounts, almost 40% Total FDI, globally’. They further state that ‘most of the world’s Phantom FDI is in a 
small group of well-known offshore centres…’ (Damgaard et al. 2019B).
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As pointed out by Powell (2013, p. 12), finance is a term commonly used as a highly 
abstract concept ‘encompassing financial institutions and financial capital’, while finan-
cial capital refers to the capital apart from commodity-capital and productive-capital. 
For him, ‘this includes money-dealing capital, interest-bearing capital, loanable money 
capital and fictitious capital’.2

Marx (1972) defines money-dealing capital in the fourth Part of Volume III of 
Capital, which is dedicated to the conversion of commodity-capital and money-capital 
into commercial and money-dealing capitals that together form what he called mer-
chant capital. This is the capital known to operate in circulation. The complete re-
productive cycle of capital appears as M-C (LP and MP) …. P….C-M’.3 There is 
always some M available as money-capital waiting to be converted into commodities 
and commodities waiting to be converted into money. According to Marx (1972, p. 
267), when capital is in the form of commodities (C), and ‘this function of capital in 
the process of circulation is at all set apart as a special function of a special capital…. 
commodity-capital becomes commercial capital.’ Similarly, when capital is in the form 
of money (M) within the circulation process—and operates as a function of a par-
ticular capital performing only these specific operations—it is money-dealing capital. 
Financial capital is, thus, money-dealing capital in Marx’s terms.4 It encompasses both 
(production-oriented) loan capital or (production-oriented) credit5 and fictitious cap-
ital, as two different things.

It is important to note, however, that this differentiation is not a consensus among 
Marxists. Meacci (1998, p. 194), for instance, points out that ‘the money capital lent 
to (deposited at) a bank is, in turn, turned into nothing but a claim on the bank and 
therefore again into fictitious capital’.6

In this regard, Marx points out some important differences to understand fictitious 
capital. Interest-bearing capital is money ‘serving as capital’ (Marx, 1972, p. 338) or 
‘in the capacity of potential capital, as a means of producing profit’ (Marx, 1972, p. 
339). In addition, ‘capital exists as capital … in the process by which labour-power is 
exploited’ (Marx, 1972, 1972, p. 343). Thus, the exploitation of labour-power is ne-
cessary, which in the case of interest-bearing capital implies lending money to a third 
person, which is the ‘functioning capitalist’ to exploit the labour-power. In this sense, 
he points out that ‘it is weighted with surplus-value’ (Marx, 1972, p. 342). For Marx, 

2 Although analysis of issues concerning financial dimension in Marxist literature often requires referring 
to Hilferding, an eminent pioneer in this field, we will not do it here. In our own view of the matter, some 
of his concepts (such as the famous definition of finance capital as the merger between bank and industrial 
capital), despite being relatively adjusted to Germany’s reality of his time, are not necessarily accurate in the 
present. So, structurally diverging from Hilferding’s approach, we sustain the definition of financial capital 
as money-dealing capital in Marx’s terms. Numerous solid critiques of Hilferding’s ideas can be found in the 
literature. See, for example, Brunhoff (1979). For a recent work on Hilferding, treating more particularly the 
domination of banks and their role in the centralisation of capital, see Hoca (2012).

3 M: Money; C: Commodity; LP: Labour-Power; MP: Means of Production; P: Production.
4 See Brunhoff (1979).
5 It is necessary not to confuse credit to production with ‘the possibility of wealth expansion as fictitious 

capital by providing credit to financial operations’, as remarked by Braga et al. (2017, p. 837).
6 Hoca (2012, p. 425) also associates fictitious capital to any type of credit. That is why he says that ‘loan 

capital …always exists in the form of money… it only exists at one point as money; at all other points it 
exists simply in the form of a claim to capital… i.e., fictitious capital.’ We can observe here that there is an 
association of the fictitious character of capital with the prospective time when surplus value will be created. 
This is also the case in Durand’s (2014) definition of fictitious capital, according to which capital is fictitious 
because it is a pre-validation of the valorisation of capital. The problem with this type of definition is that 
even real production implies the anticipation of money to be valorised in the production process after the 
acquisition of labour-power.
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capital is money that increases in value over time and can only perform this function if 
it is used to buy labour-power. Thus, serving as capital, credit buys or anticipates the 
purchase of labour-power and means of production, therefore, adding greater poten-
tial to production and further giving it greater pace and scale. That is why for Marx, it:

…is the still greater nonsense that capital could yield interest on the basis of the capitalist mode 
of production without functioning as productive capital, i.e., without creating surplus-value, of 
which interest is simply one part; that the capitalist mode of production could proceed on its 
course without capitalist production. (Marx, 1991, p. 501)

But in addition to enhancing the accumulation of capital, credit can also lead to the 
emergence and development of what Marx called fictitious capital. When the use of 
interest-bearing capital becomes widespread, all the money received in a regular way 
is associated with capital.

In his own words, ‘The form of interest-bearing capital makes any definite and 
regular monetary revenue appear as the interest on a capital, whether it actually de-
rives from a capital or not’ (Marx, 1991, p. 595). The emphasis is ours, to highlight 
that when it does not derive from capital, the income comes from fictitious capital. 
Marx continues:

Say that the average rate of interest is 5 per cent per year. A sum of £500, then, if transformed 
into interest bearing capital, would bring in a yearly £25. Hence every fixed annual income of 
£25 is seen as the interest on a capital of £500. Yet this is and remains a purely illusory notion, 
except in the case where the source of the £25, whether this is a mere title of ownership or claim, 
or whether it is an actual element of production, such as a piece of land for example, is directly 
transferable, or assumes a form in which it is transferable. (Marx, 1991)

This transferable form is assumed by the fictitious capital when the financial securities 
are traded. And their prices are often not related to the labour-value generated in real 
production, but depend only on their demand in relation to supply. This is what leads 
Marx (1972, p. 466) to say that ‘the formation of fictitious capital is called capitalisa-
tion’. For him, this process of capitalisation is defined by the situation whereas ‘the 
money income is first converted into interest and from the interest one can determine 
the capital from which it arises’ (Marx, 1974, p. 464). This occurs even if capital has 
not been used to purchase labour-power—the only way it could generate surplus value 
from which to derive such income. This is why this capital is deemed ‘fictitious’.

This kind of reasoning has led Marx to distinguish production-oriented credit from 
fictitious capital (Mollo, 1989). The use-value of the first, as we have seen, is ‘to func-
tion as capital’ (Marx, 1974, p. 392) and ‘is weighted with surplus value’ (Marx, 1974, 
p. 396). This is because ‘loaning capital as capital—its alienation on the condition of 
it being returned after a certain time—presupposes, therefore, that it will be actually 
employed as capital, and that it actually flows back to its starting-point’ and ‘interest-
bearing capital remains as such only so long as the loaned money is actually converted 
into capital and a surplus is produced with it, of which interest is a part’ (Marx, 1974, 
p. 381). With fictitious capital, the procedure is quite different, as it is the mere process 
of capitalisation that associates a regular income stream to a capital. This is what makes 
Brunhoff say that fictitious capital ‘suggests a principle of evaluation which is opposed 
to that which is based on labour-value’ (Brunhoff, 1990, p. 187). The increase in the 
value of fictitious assets occurs in circulation, due to an increase in demand against 
supply, with no counterpart in a new labour-value created in real production.
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Marx offers two examples of fictitious capital, namely, public bonds and stocks. In 
the first case, he argues that ‘the capital itself has been consumed, i.e., expended by the 
state.’ It ‘no longer exists’ (Marx, 1972, p. 465). This is the reason why it is fictitious. 
In the second case, he states that

the stocks of railways, mines, navigation companies, and the like, represent …. the amount of 
money advanced by the stockholders for the purpose of being used as capital in such enterprises…. 
But this capital does not exist twice, once as the capital-value of titles of ownership (stocks) on 
the one hand and on the other hand as the actual capital invested. (Marx, 1972, p. 466).

He also stresses that the market value of stocks ‘is determined differently from their 
nominal value, without any change in the value (even though the expansion may 
change) of the actual capital’ (Marx, 1972, 467).

The main idea is that increases in the value of stocks, differently from the value of 
real capital, are deemed fictitious capital. The initial issuing of stocks (IPOs) can op-
erate as a loan to production.7 However, after being issued, the price of stocks often 
changes without direct relation to what happens in real production. This increase in 
prices, the rise in prices on the (secondary) stock market without connection to the 
real value of production consists in mere speculation about what will happen in the 
financial market and it is purely fictitious. What defines fictitious capital—or what de-
termines the difference between fictitious capital and loan capital—is the closer rela-
tion of the latter with the generation of surplus value. The capital is fictitious because it 
cannot create new (productive) profit. That is why Foley (2005, p. 45) says that ‘loans 
to productive capitalists are “real capital”… The value of existing stock... is largely fic-
titious capital and bears only a very loose relation to the value of the corporate assets 
that it legally represents.’

3.  Fictitious capital, the relative autonomy of circulation-production and 
crises

We have seen that, for Marx, fictitious capital is that whose price has no relation to a 
new generation of labour-value in the production process, as it was not used in real 
production in the purchase of labour-power and means of production. It is necessary, 
then, to understand, on the one hand, the relative autonomy of real production with 
regard to circulation, which allows the possibility of its existence and its development 
and, on the other hand, to highlight the limits of this development that in the end, lead 
to crisis. It is well known within the Marxist literature that the law of value is defined 
by a significant complexity in terms of its practical application. This is because, to 
mention some of these aspects, there are possibilities of autonomy between prices and 
labour values, or between market prices, production prices and labour values, and of 
circulation relative to production. Despite all these tensions, law of value must impose 
itself on capitalism as a rule guiding the compatibility between production and circu-
lation. The law of value establishes, in sum, relations among separate labour processes, 
imposing a reciprocal dependency between them, even if this occurs in a conflictive, 
non-proportional and at times brutal way, through crises.

This is commonly explained by the fact that commodities must ultimately be con-
verted into money through sale, for the private labour they embody to become socially 
validated. If the termination of the gold standard made the relation of money with the 

7 That is why we do not include IPOs in the fictitious capital.
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value of labour more tenuous, this did not eliminate the need to determine value in 
social terms. This means that commodities must be exchanged for money; the different 
types of money must be convertible into a general equivalent; and the general equiva-
lent must guarantee its social recognition as such.

Even if there is no direct proportionality at all times between the production of 
values and their circulation, or between production and distribution (Marx, 1977), 
and even though capitalism constantly seeks to break the valorisation limits imposed 
by the production process, there is no way to maintain capital accumulation without 
some compatibility between production and circulation.8

Thus, in this sense, fictitious capital can appreciate when the demand for it grows, 
arising from high wages and profits generated in real production. Their valuation de-
pends only on demand for fictitious assets growing against their supplies, without 
generating new labour-value in production. But if this appreciation occurs purely in 
circulation, with no subsequent return to the productive sphere, via investment, it 
often ends up undermining the production of surplus value and then profits—and 
consequently the demand for fictitious assets. This shows that the development of fic-
titious capital is possible, but structural limits for it are made evident in crises. For 
Marx, crises are the result of the accumulation of contradictions that are not prop-
erly settled. Crises can lead capitalist production to restructure itself and thus gain 
breathing space, but can also eventually lead to its death.

In the case of fictitious capital, which is the focus of this paper, its definition im-
plies a disrespect for the law of value, as the value of fictitious capital is not based on 
labour. As Brunhoff and Foley (2006, p. 200) recall, the notion of fictitious capital, as 
employed by Marx, designates the wealth that arises from the process of capitalisation 
‘which develops from these collective illusions about the source of financial revenues’, 
a process by which financial incomes of money-capital form and grow in the credit 
system independently of productive labour. It does not arise and develop by chance 
but along with the deepening of the conditions of exploitation. The development of 
credit, and the concentration and centralisation of capital, are all ways that capital 
finds to remove limits to its valorisation. The increasing pace and scale of production 
allowed by credit show the success of these efforts, but the development of credit 
system is also responsible for the appearance and development of fictitious capital. 
Although stock sales allow the mobilisation of capital by facilitating its concentration 
and the expansion of business, these sales also imply the emergence of financial innov-
ation and secondary sales that increase fictitious gains.

The need for articulation, even if tenuous, between production, circulation and dis-
tribution, can often result in the need to compensate fictitious gains in some way. 
The fictitious gains must be offset by no gains or losses in the sales of other commod-
ities whose prices become lower than the labour values they contain (Mollo, 1989).9 

8 That is, systematic and general distortions between production and circulation lead to crises because, as 
Prado (2005, p. 42) says, ‘as long as the mode of production is capitalist, it will continue to be true that it is 
human labour that adds new value to the means of production, and that transfers the value of these means 
of production to the value of the commodity preserving it.’

9 That is why Crotty (2005), analysing the USA, shows that the profits of financial corporations grew 
more than that of non-financial corporations; while Duménil and Lévy (2005) verify that the profit rate of 
financial corporations in 1970s France, was well below non-financial corporations, but were well above in 
the 1990s, with the development of financialisation. Epstein and Jayadev (2005) show that rentiers greatly 
increase their shares on national incomes in a variety of OECD countries since the beginning of 1980. 
Epstein (2005, p. 4) referring to Crotty’s work, mentions that the negative impacts of financialisation on the 
operations of non-financial corporations ‘... is partly reflected in the increasing incomes extracted by finan-
cial markets from these corporations; trends identified also by Duménil and Lévy and Epstein and Jayadev’.
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Fictitious gains, on the other hand, cannot be sustained indefinitely, if income from 
production does not provide the necessary demand for their appreciation. Thus, there 
is a limit to the development of fictitious capital. It is precisely a crisis that soundly an-
nounces the limits of the autonomy of price-value and circulation-production that are 
contained in the development of fictitious capital. By reducing prices, crises eliminate 
fictitious values and decrease the autonomy of circulation in relation to production, 
brutally imposing the law of value.

That is why Marx (1975, p. 605)10 says:

The possibility of crisis, which became apparent in the simple metamorphosis of the commodity, is 
once more demonstrated, and further developed, by the disjunction between the (direct) process 
of production and the process of circulation. As soon as these processes do not merge smoothly 
into one another but become independent of one another, the crisis is there.

Fictitious capital, as we have mentioned, is a typical case of disjunction or autonomy 
of circulation in relation to production, unlike loan capital producing interest and the 
primary issuance of stocks that can potentiate production and even postpone crises by 
synchronising steps and anticipating production and consumption. The development 
of fictitious capital, by necessarily widening the disjunction mentioned by Marx, is at 
the basis of crises, particularly financial crises, which Marx (1974, p. 137) defined as a:

particular form of crisis, which is also called a monetary crisis but which may be produced by 
itself as an independent phenomenon in such a way as to react only indirectly on industry and 
commerce. The pivot of these crises is to be found in the moneyed capital, and their sphere 
of direct action is, therefore, the sphere of that capital, viz., banking, the stock exchange, and 
finance.

4.  The long-lasting development of fictitious capital and the different 
forms of financialisation of developed and developing economies

The purpose of this section is to show how fictitious capital could develop for so 
long in the financialised economy, if it did not generate new value. We will show that 
an important reason for this was the process of concentration of capital as a result 
of financial globalisation and neoliberalism. The concentration of capital in a few 
countries has led to a high and lasting demand for fictitious assets, increasing their 
prices, without returning to real production—and thus allowing the fictitious char-
acter of capital to develop so much and for so long. The development of fictitious 
capital, as defined in the previous sections, has been directly related to—or is part 
of—financialisation, financial globalisation and neoliberalism. Neoliberalism can be 
understood as a phase of capitalism whose strongest underpinning comes precisely 
from financialisation (Fine and Saad-Filho, 2016). According to these authors, neo-
liberalism often reconfigures development among and inside countries by placing the 
control of decisions on economic resources—in terms of investment, employment, 
demand and production—at the hand of financial institutions.

In that sense, Krippner (2005) describes financialisation as a philosophical change 
within markets that has modified the Fordist regime of accumulation into a finance-
led regime, guided by rents generated in the financial sphere (Boyer, 2005). Financial 

10 The translations of the French version of Theories of Surplus Value (Marx, 1975) were taken from www.
marxists.org/archive/marx/works/1863/theories-surplus-value.
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globalisation has been often understood as a process that has strengthened economic 
and mainly financial relations among different regions of the world, intensifying com-
petition and leading to the concentration of capital (Chesnais, 1994, 1996).

As has been summarised by Mollo (2013), some features of neoliberalism stimulated 
the development of fictitious capital, which then increased the detachment between 
circulation and production that characterises financialisation. The intensification of 
competition in markets has unfolded speculation in search of rapid profits (Crotty, 
2005), thus discouraging productive investment. The deregulation of exchange mar-
kets has led to significant fluctuations in exchange rates (Aglietta, 1986), which then 
opened new possibilities for speculation. The use of information technology (IT) by 
financial market operators has further contributed to the expansion of financial in-
novations (Guttmann, 2008 and Paraná, 2019), thus making it difficult for regulation. 
Among these financial innovations, Braga et al. (2017) have highlighted the derivatives, 
whose valorisation depends on expected variations in the price of assets; the securitisa-
tion processes that transform non-marketable assets into marketable ones in different 
financial markets; and the so-called shadow banks, which are deemed not regulated.

The speculative financial logic has permeated all transactions, including those made 
by pension funds and hedge funds (Parenteau, 2005) and penetrated business deci-
sions, giving primacy to shareholders and establishing the remuneration of corporate 
directors through stock options (Plihon, 2004). Since management payment is tied to 
a firm’s financial performance, as reflected in its asset prices, market value and distri-
bution of dividends, among other aspects, thus the rentier income of shareholders and 
CEOs skyrocketed (Boyer, 2005).

Altogether, the ascension of financialisation not only affected the competition and 
strategies among the financial sector, but it also had an impact on the households’ and 
companies’ relations to finance. The income logic has profoundly changed toward a 
more financially integrated system. Both households and companies had to change 
their own ethos to compensate for the loss of revenue from traditional ways, such as 
salaries and profits, to speculative activities (Dourado, 2019).

We have seen that capital can be considered fictitious exactly because, different from 
real capital, it does not create new value by exploiting labour-power in production, and 
thus loses its relation with productive activity. That is why Lapavitsas (2013) describes 
financialisation as ‘profiting without production’. Foster (2007, pp. 11–12) highlights 
this aspect, stating that ‘the shift in gravity of economic activity from production (and 
even from much of the growing service sector) to finance’ is one of the key economic 
aspects of our time.

Davis (2016, p. 111) shows that ‘the correlation between new borrowing and invest-
ment […] has declined, indicating that rising leverage among large firms is not chan-
nelled into physical investment’. This could indicate an increase in corporate debt that 
is taken to drive resources toward new speculative activities.

It is thus difficult to precisely measure the fictitious character of financial capital 
because, as we have seen in previous sections, it can also be used as a credit to real pro-
duction. Some works on financialisation, such as those by Orhangazi (2008); Bruno 
and Caffé (2015); and Centeno (2021) for example, use data on the growth of finan-
cial capital measured by non-monetary financial assets to quantify financialisation. 
Thus, for these authors, the supremacy of financial capital, that is, financialisation, is 
demonstrated by the differential between the growth of financial capital in relation to 
that of real production. It so happens that among these financial assets there are also 
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those destined for real production. Our work seeks on the one hand, to demonstrate 
the enormous development of purely fictitious capital (and not financial capital as a 
whole) and, on the other hand, to analyse how it was possible that it could have devel-
oped so much and for so long without generating value in production. Thus, to illus-
trate its development, we will consider only derivatives and securitisations of financial 
assets, whose speculative character is undeniable; this is because their valorisation de-
pends only on increases in speculative demand. Companies typically use IPOs to raise 
capital or to fund an expansion. But we are only interested in speculative investments 
that do not return to real production, as is the case with fictitious capital, hence why 
the IPOs were excluded. The exclusion of IPOs is possible through the accounting, 
in the aggregated data, of the volume transacted only between financial institutions, 
depositaries, banks and between central banks. That is, they are negotiations that are 
restricted to the financial markets and are not intended for real production.

Also in this sense, it should be noted that, on the one hand, securitisation gains de-
pend largely on the appreciation of traded assets, but also on fixed income gains. In any 
case, what matters to us here is that such gains do not return to real production, being 
therefore fictitious. On the other hand, the data include the Bank for International 
Settlements (BIS) debt securities, which encompass the outstanding value of all bond 
markets. It should be noted, however, that although it is not possible, in the available 
data, to disaggregate the amounts of each of them, McKinsey informs in a report, 
referring to the USA, the largest recipient of this type of capital, that ‘the largest US 
foreign liability is debt securities, reflecting large purchases of US Treasury bills and 
other bonds by central banks and other investors around the world’ (McKinsey, 2017, 
p. 41). As we saw in Section 1, government bonds are considered fictitious capital pre-
cisely because they are not intended to increase real production,11 which is why debt 
securities were included in our estimation.

As the BIS data on the world stock of derivatives at notional value and the stock 
of financial securitisations demonstrate (Figure 1), when compared to world gross 
domestic product (GDP), the relation of fictitious capital to global GDP has grown 
substantially since 1980. Although literature on financialisation reports its growth par-
allel with the advent of neoliberalism, particularly from the late 1970s (Aglietta, 1998; 
Crotty, 2005; Palley, 2009; Krippner, 2011; Sweezy, 1994), we only take into account, 
as shown in Figures 1 and 2, the total data from 1998 onward, because only then data 
on derivatives were available.12

The trajectory of this process has been embedded in the overall commodification 
process that characterises the great importance conceded to markets in neoliberalism. 
Within the neoliberal phase of capitalism, parallel to the privatisation of public services, 
a great variety of once non-marketable goods and services have become commodified. 
Thus, financialisation has been known as a process that ‘marks a departure from the 
past both in the scale and in the scope of financial activity in pursuit of financial re-
turns at the expense of production’ (Fine et al., 2015, p. 29).

The proportion of the above-mentioned detachment, and its evolution, if we take 
only the derivatives—which, as the name implies, is a financial instrument derived 
from another one, and as such undoubtedly fictitious capital—demonstrate that the 

11 We are particularly grateful for the suggestion of anonymous referees who have called our attention to 
the need for greater precision in these data.

12 The data in Figure 1 are on a logarithmic scale, in order to better visualise the comparison between data 
on very different scales.
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crisis was well underway. The data collected from BIS (2019), encompassing deriva-
tives traded compared with world production, shows that in 1998, the former had 
a notional value of $80 trillion against world production of $31 trillion (2.58 times 
bigger); meanwhile in 2008, the notional value of the stock derivatives was $598 tril-
lion against the global real production of $63 trillion (9.49 times bigger).

As shown in Figure 2, even considering only data after 1998, when derivatives can 
be included, fictitious capital has increased worldwide by more than 3.8 times in value 
in 9 years (1998–2007), as indicated in the left axis, although there was a change in the 
direction of this post-crisis evolution, presenting a slight decline. Gross capital forma-
tion, as indicated in the right axis, however, has been stagnating and in a downward 
trend for 35 years.

As discussed earlier, fictitious capital has been described as a capital whose value is 
not directly based on production. So how could it develop as such, being, according 
to Chesnais (1994, p. 207), a ‘draining of value’ from production? Or, in other words, 
how could fictitious capital continue to develop for so long (since the 1970s) and so in-
tensely, if capital can only truly valorise in production and by exploiting labour-power?13

One important reason for such a profound development, for so long, of the ficti-
tious capital in a globalised economy was the concentration of the enormous capital 
flows coming from all over the world to a few countries. A process characterised by the 

Fig. 1. Development of fictitious capital.
Notes: Summary of outstanding debt securities by residence and sector of 

 issuer, amounts outstanding from 1980 to 2018, in trillions of current US dol-
lars. Notional value of Global OTC derivatives market, from 1998 to 2018, in 
trillions of current US dollars. World GDP (current US Trillion Dollars) from 
1980 to 2017. Derivatives data are only available from the same source, and in 

a compatible form, from 1998 onwards.
Sources: Own elaboration. Data from the Bank of International Settlements (BIS) 2019 and the 

World Bank databases (2019). Retrieved from https://www.bis.org/statistics/derstats.htm and 
Data | DataBank (worldbank.org). Accessed 30 March 2019.

13 Lapavitsas (2013), for example, affirms that the financial sphere was only able to develop significant 
gains after the post-war era through the systematic expropriation of rents from production.
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concentration of a huge volume of resources made possible by the junction of credit 
markets worldwide, mainly through the opening of financial and capital accounts, 
which then gave more fluidity to capital movements; the generalised deregulation of 
financial systems; changes in tax systems; and technological innovations.

This evolution is demonstrated in Figure 3, wherein presented are the total outflows 
and total inflows of fictitious capital, now containing not only derivatives and debt 
securities but also secondary stock markets, investment funds and reserve assets. By 
comparing outflows with inflows, it can be noted that the outflows of resources are 
more dispersed among countries at different levels of economic development. The in-
flows, however, concentrate in more developed countries. This concentration means a 
significant increase in demand for fictitious assets in those few markets, which, in turn, 
can lead to the increase of their prices and thus the fictitious gains. This explains why 
the opening of capital movements with the liberalisation of the economies in financial 
globalisation has led to the development of fictitious capital and how this development 

Fig. 2. Fictitious capital (such as derivatives and debt securities) and gross capital formation as 
% of GDP.

Notes: Gross capital formation (formerly known as gross domestic invest-
ment) consists of spending on new fixed assets plus net changes in the level of 
inventories. Fixed assets include land improvements (fences, ditches, drains 

and so on); plant, machinery and equipment purchases; and the construction 
of roads, railways and the like, including schools, offices, hospitals, private 

residential dwellings and commercial and industrial buildings. Inventories are 
stocks of goods held by firms to meet temporary or unexpected fluctuations 
in production or sales, and ‘work in progress.’ According to the 1993 System 
of National Accounts, net acquisitions of valuables are also considered cap-
ital formation. Fictitious Capital consists of total world assets in derivatives 

and debt securities as a percentage of world GDP. The calculation follows the 
presentation in Figure 2. The period 1980–98 was not included in the line 

corresponding to fictitious capital, because derivative data are only available 
from 1998 onwards.

Sources: Own elaboration. Data from the World Bank (2019) (World Development Indicators) 
and the Bank of International Settlements databases (2019). Retrieved from https://www.bis.
org/statistics/derstats.htm and Data | DataBank (worldbank.org). Accessed 30 March 2019.
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Fig. 3. Dispersion in outflows and concentration in inflows of fictitious capital (derivatives, debt 
securities and second stock market).

Notes: The outflows and inflows are calculated as a percentage of participation 
of each analytical group in the net flows of claims and obligations of deriva-
tives, debt securities and equities and investment funds. Outflows include 
the total gross claims from all the countries in each analytical group over 

the period, while the inflows include the total gross obligations contracted 
each year.

Sources: Own elaboration. Data from the IMF Balance of Payments (2020) and 
International Investment Position datasets (2020). Retrieved from https://data.imf.

org/regular.aspx?key=62805745 and https://data.imf.org/regular.aspx?key=62805743. 
Accessed 28 May 2020.
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was able to last for so long. As we can observe, these flows continued over a long period 
(while increasing in size), along with the growth in their prices. Although liberal pol-
icies were implemented in many countries, especially after the 1990s, when it became 
a worldwide phenomenon, only a few markets attracted a major part of financial flows.

Figure 4 shows further support for this concentration process with an analysis by 
country, considering net outflows and inflows, that is, what, in the end, leaves each 
country (inflows deducted) and what enters each country (outflows deducted). Such 
net inflows remain in the financial markets of countries where capital is concentrated, 
enabling the lasting valorisation of financial assets. It was crafted with data for world 
financial flows (financial and capital accounts), according to the different national 
balance of payments and excluding direct foreign investments, which, in contrast, are 
intended to increase real production. World maps have been drawn over several years 
throughout the financial globalisation process to verify, in aggregate, the origins and 
destinations of these financial flows.

Figure 4a shows the evolution of the net fictitious capital outflows from the various 
countries, on the left, and their respective net inflows, on the right, throughout finan-
cial globalisation. The outflows of resources registered in the left figures are always dis-
persed between the countries along these years, while the inflows, which appear in the 
right figures, can be noted to be more concentrated in a few countries, in particular in 
the USA. This movement intensifies with the generalisation of financial globalisation 
and grows significantly until the years close to the 2008 crisis. In 1985, there is already 
a dispersion in capital outflows and concentration of inflows in the USA. This concen-
tration was noted to increase enormously between 1985 and 2005, on the eve of the 
world crisis. After the crisis, as can be seen in Figure 4b, the dispersion of net outflows 
reduces a little, but the concentration remains significant still. In 2015, however, this 
concentration was significantly reduced, with capital inflows being distributed to coun-
tries other than the USA.

In this environment, financial markets and financial operations were noted to have 
increased substantially, relatively detached from real production, whose growth was 
generally lower (Crotty, 2005). Within the overall deepening of this process and the 
related lower growth in incomes coming from production, the demand for financial 
assets has eventually declined, preventing a permanent increase in their values, and 
leading to their sales. Despite attempts to extend fictitious gains through the com-
mercialisation of debts (subprime loans, credit derivatives), the sales of these financial 
assets gave rise to deflationary movements and several consequent crises during the 
1980s and 1990s and, finally, to the generalized deflationary movement that charac-
terized the 2008 crisis.

5.  The international flows of capital and the less developed countries

This section shows the same fictitious capital transfers in the case of non-developed 
countries, and their relationship as regards the increase in inequalities between 
countries.

As can be noted in Figure 5, describing the net suppliers (grey countries) and net 
receivers (black countries) of fictitious capital, observing only the less developed coun-
tries, we see that, until the mid-1980s, there was a dispersion or a relative balance 
among the several underdeveloped countries worldwide. Although some countries ap-
pear as net providers of inversions in fictitious assets, the number of less-developed 
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Fig. 4. (a) Financial inflows and outflows—before the crisis. (b) Financial outflows and inflows—
after the crisis.

Notes: Net outflows of capital (minus inflows) and net inflows of cap-
ital (minus outflows) of Financial and Capital Account (debt securities, 

equity and investment funds and financial derivatives) excluding FDI (US$ 
Millions). Sum of surpluses not equal to the sum of deficits due to data errors 
and omissions. The upper limit on outflows is lower than on inflows due to its 

geographic dispersion. 
Sources: Own elaboration. Data from the IMF Balance of Payments (2020), BPM6 

datasets, and McKinsey & Company (2017). Retrieved from https://data.imf.org/regular.
aspx?key=62805745 and https://data.imf.org/regular.aspx?key=62805743.  

Accessed 28 May 2020.
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countries appearing as net recipients is deemed significant. However, this relative 
balance was destroyed, as can be seen, in 2007, which shows a much smaller number 
of undeveloped countries as net recipients of resources. In Figure 6, negative values 

Fig. 5. Net suppliers (grey) and recipients (black) of fictitious capital in the underdeveloped world—
1985 and 2007. Countries in black are net recipients of speculative financial resources. Those in grey 

are net suppliers of these resources.
Notes: Sum of net inflows/outflows of Financial and Capital Account (debt se-
curities, equity and investment funds and financial derivatives) excluding FDI 
(US$ millions). Sum of surpluses not equal to the sum of deficits due to data 

errors and omissions.
Sources: Own elaboration. Data from the IMF Balance of Payments (2020), BPM6 
datasets, and McKinsey & Company (2017). Retrieved from https://data.imf.org/
regular.aspx?key=62805745 and https://data.imf.org/regular.aspx?key=62805743. 

Accessed 28 May 2020.
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Fig. 6. Total net inflow/outflow of fictitious capital in the underdeveloped world (millions of US 
dollars)—1971–2019. Net inflow and outflow of fictitious capital in the underdeveloped world, 

nominal values in millions of US dollars. Positive values (grey) imply outflow of fictitious capital 
from peripheral economies and negative values (black) imply net income of fictitious capital in 

these economies.
Notes: Sum of net inflows/outflows of Financial and Capital Account (debt se-
curities, equity and investment funds and financial derivatives) excluding FDI 
(US$ Millions). Sum of surpluses not equal to the sum of deficits due to data 

errors and omissions.
Sources: Own elaboration. Data from the IMF Balance of Payments (2020), BPM6 datasets, and 
McKinsey & Company (2017). Retrieved from https://data.imf.org/regular.aspx?key=62805745 

and https://data.imf.org/regular.aspx?key=62805743. Accessed 28 May 2020.
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represent the net outflow of fictitious capital from underdeveloped countries (repre-
sented by grey colour). Since the late 1990s, they have always surpassed the positive 
values (represented by the black colour), indicating the net loss of resources in these 
countries.

The observation presented in Figure 5, combined with that illustrated in Figure 3, 
has allowed us to verify that the net result of fictitious capital flows in the world was 
concentrated in developed countries over time and that the less developed ones were 
net donors in the fictitious asset markets. As such fictitious assets have been shown to 
be more profitable than applications in the productive sphere (Crotty, 2005; Duménil 
and Lévy, 2005; Lapavitsas, 2013), the analysis made here on the evolution of fictitious 
capital indicates its prominent role in the increase of inequalities between countries. 
Not only there was a concentration of financial and fictitious capital in the more de-
veloped countries relative to the less developed countries, but even within the latter, 
concentration was also noted to increase, which allowed for accentuated inequalities 
within this group of countries.

In the less developed countries, fictitious valuations were also possible, in various 
periods, because, as a rule, the financial markets of these countries are deemed to be 
relatively small. Thus, smaller inflows of fictitious capital from abroad have a relatively 
higher significant impact on the quotations of their domestic financial markets. But the 
net result of these inflows, in global terms, was determined to be negative, which may 
explain why the financialisation process in the less developed countries was different 
from the advanced ones.

Since the 1990s till now, the financialisation process has been analysed mainly from 
the perspective of developed capitalist countries, especially the USA and Europe 
(Arrighi, 1994; Sweezy, 1994; Duménil and Lévy, 2004). But it's worth noting 
that financialisation and the development of fictitious capital in developing econ-
omies are not of the same sort as the developed ones. In the case of less developed 
countries, especially in Latin America, the supremacy of finance that characterises 
financialisation was established differently, considering the size of their financial mar-
kets and the net outflows of capital. That is why specific empirical analyses anchored 
by hypothesis such as that of the existence of a ‘subordinate financialization’ (Powell, 
2013) are needed in order to make sense of these cases. In summary, characterised 
by a high degree of extroversion and considerable macroeconomic heterogeneities, 
financialisation in developing countries is asymmetric and non-hegemonic, with 
a context-specific profile (Fine, 2013; Becker et al., 2010; Rodrigues et al., 2016; 
Karwowski and Stockhammer, 2017). 

As an illustration, an important differentiation can be pointed out in this regard: 
while advanced countries have financial assets inflation increasing fictitious gains due 
to the growth of the mentioned net inflows of capital, some developing countries have 
high central bank interest rates or public bonds interest as a powerful financial gain 
mechanism (Mollo, 2013). Although interest shocks have been relevant in the USA, 
the high interest rate is deemed endemic in some less developed economies, as they 
suffer chronically from inflation and need to encourage the internal flow of financial 
capital (or discourage capital leakage), since they lack the ‘credibility’ of highly devel-
oped financial markets (Becker et al., 2010, p. 228).

Demir (2007), for instance, describes how policymakers were surprised by unex-
pected capital inflow in developing countries. The high level of interest has played 
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a fundamental role in this context, considering that, after the release of the capital 
account and the financial account, it was through another type of fictitious capital, 
through the sale of government bonds and, therefore, public debt, that countries were 
able to attract foreign capital to their economies. In the case of foreign direct invest-
ment (FDI), which is a flow of potential beneficial nature as it is more directly linked 
to production, its movement, except for China, was restricted to developed countries 
(about 94%) (UNCTAD, 2017). In contrast, less developed countries became the 
target of speculative investments, which were aimed at quick returns and had an ex-
tremely volatile nature, producing significant impacts on the monetary policies of these 
countries that, by definition, tend to have a less robust financial system.

6.  Final considerations

We have analysed financialisation as the development of fictitious capital. As defined 
by Marx, financial capital often relates to money trading and encompasses not only 
loan capital but also fictitious capital, (fictitious in the sense that it does not purchase 
labour-power, which is the only way to generate new value). Thus defined, fictitious 
capital is a case of an autonomy of circulation in relation to production, meaning that 
income is based merely on distribution. This implies that fictitious capital can develop 
and even generate income, but this comes from the distribution of values previously 
created in production. Thus, its expansion has its own limits. Systematic and general 
divergences between production and circulation objectify their limits in crises, making 
explicit the fictitious character of this capital.

The overall consolidation of neoliberalism since the late 1970s and the liberalisa-
tion of markets were able to give rise to an enormous mass of resources provided by 
the junction of credit markets from around the world. Even underestimating part of 
the fictitious content of the capital that transits between countries, due to the impossi-
bility of separating them from real capital, it was possible to show its development and 
concentration in a few developed financial markets, in particular the USA, ensuring 
not only high but lasting gains as increases in the value of fictitious assets. In the less 
developed countries, the growth of fictitious capital is less explained by the secondary 
valorisation of fictitious assets and more by the financial gains from high interest rates 
of obtained public bonds.

The need for concentration of capital for the development of fictitious capital 
analysed here and the result of the less developed countries as net donors in capital 
inflows show how it feeds on inequality and thus explains one of the reasons why 
financialisation increases inequality between countries.
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