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Abstract 

Financial globalization promotes investment inflows, financial market development, 
and deeper integration into the international economic system, yet its impact on eco-
nomic growth remains ambiguous. The study aims to identify and quantify the influ-
ence of key financial globalization factors – direct and portfolio investments, external 
debt, and international reserves – on the economic growth of selected countries, with 
a focus on Ukraine’s integration into the global financial space. Statistical analysis was 
employed to summarize financial globalization indicators, correlation analysis to as-
sess the strength and direction of relationships between these factors and GDP growth, 
regression modeling to estimate the impact of each factor on economic performance, 
and comparative analysis to contrast Ukraine’s trends with those of European coun-
tries. The results revealed that in developed economies (Germany, the UK), high FDI 
levels (5-8% of GDP) and stable reserves (over 25% of imports) support sustainable 
growth. In transition economies (Poland, Romania), financial globalization contrib-
utes to modernization but increases volatility due to reliance on external investors. For 
Ukraine, the impact remains limited: FDI averaged 3-4% of GDP, external debt ex-
ceeded 80% of GDP, and international reserves fluctuated around USD 25-30 billion, 
insufficient for long-term macroeconomic stability. Correlation between FDI and GDP 
(r = 0.62) indicates a moderate positive link, while portfolio investment showed a weak 
and unstable connection (r = 0.28). Overall, financial globalization offers opportuni-
ties for capital inflows and technological transfer, but its benefits for Ukraine depend 
on strengthening institutional capacity, financial resilience, and a predictable regula-
tory environment to ensure it serves as a driver of sustainable development rather than 
a source of risk.

Oksana Hrubliak (Ukraine), Artur Zhavoronok (Ukraine), Olha Popelo (Ukraine),  
Violetta Kharabara (Ukraine), Maksym Dubyna (Ukraine), Inna Lopashchuk (Ukraine)

The impact of financial The impact of financial 

globalization  globalization  

on the economic growth  on the economic growth  

of countries: A case  of countries: A case  

for Ukrainefor Ukraine

Received on: 17th of September, 2025
Accepted on: 7th of November, 2025
Published on: 14th of November, 2025

Type of the article: Research Article

INTRODUCTION 

In today’s globalized world, financial integration is becoming a key 
factor influencing the economic development of countries. The grow-
ing interdependence of economies through capital flows, investments, 
and financial innovations opens up new opportunities for develop-
ment, but at the same time creates significant challenges, especially for 
countries with emerging economies, including Ukraine.

Financial globalization promotes the inflow of investment, the de-
velopment of financial markets, and the integration of a country into 
the international economic system (Lee, 2013; Orbes et al., 2019; Van 
& Linh, 2019; Bayar & Gavriletea, 2018). However, its impact on eco-
nomic growth is ambiguous. On the one hand, access to global capital 
stimulates economic modernization, increases productivity, and con-
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tributes to job creation. On the other hand, high dependence on external financial resources increases 
economic vulnerability to external shocks, particularly in unstable political and economic situations 
(Benigno et al., 2022; Rodrik, 2006; Buiak et al., 2023; Reinhart & Rogoff, 2009).

Ukraine, being at the crossroads of regional and global economic processes, faces the complex impact 
of financial globalization. Analyzing the experience of countries, it is important to understand which 
factors of financial globalization most significantly affect economic growth, as well as to assess the po-
tential risks and benefits of their impact.

1. LITERATURE REVIEW

Globalization is an objective and multifaceted pro-
cess that determines the increasing interconnected-
ness and interdependence of all sectors of national 
systems. Beck (2001) emphasizes that it is not a 
choice of individual countries, businesses, or organi-
zations, but acts as a structural characteristic of the 
modern world. In the studies by Kilbourne (2004), 
Stiglitz (2002), Najam et al. (2007), and Sebnem et al. 
(2013), globalization appears as an irreversible pro-
cess that forms a new global culture and polycentric 
international policy, influencing economic, political, 
and cultural spheres life society.

Lee (2013), Orbes et al. (2019), Van and Linh 
(2019), Hryhorkiv et al. (2019), and Hrubliak et 
al. (2024) consider financial globalization as a fac-
tor increasing economic efficiency through ex-
pansion of technological opportunities, creation 
of working places, and acceleration of economic 
growth. Bayar and Gavriletea (2018) and Amoh 
et al. (2019) prove that inflow of foreign invest-
ment increases the amount of the financial capital 
available to the national economy and stimulates 
the development of financial mediation. A similar 
opinion is held by Ulucak et al. (2020) and Melnyk 
et al. (2021), emphasizing the value of reliable and 
integrated financial systems for increasing effi-
ciency using global financial resources. Shahzad 
  et al. (2022),   Fatima et al. (2023), Pilko et al. (2024), 
and Shkolnyk et al. (2019) confirm that financial 
globalization refers to the growth of global fi-
nancial integration, facilitated by the movement 
of financial resources across borders and the in-
creased accessibility of international capital mar-
kets.  Chirak and Kozyuk (2012) emphasize that 
financial globalization is considered a rather con-
troversial, heterogeneous process that has a very 
different impact on countries with different levels 
of socio-economic development. 

 Lee (2013),  Orbes et al. (2019),  Van et al. (2019), 
and Ojaghlou and Tercan (2024) argue that finan-
cial globalization brings numerous economic ben-
efits, including improved technology, technologi-
cal spillovers, job creation, and economic growth. 
For example,  Hryhorkiv et al. (2017), Bayar 
and Gavriletea (2018), Amoh et al. (2019), and 
Shkolnyk et al. (2021) argue that expanding in-
vestment inflows increases the total amount of fi-
nancial capital available to the domestic economy 
and facilitates financial intermediation through 
financial markets. The availability of financial 
capital is also enhanced by a sound national finan-
cial system that is integrated into t he global finan-
cial structure (Ulucak et al., 2020; Cosmulese & 
Ciubotariu, 2017). Also of interest is the study  by 
Akadiri et al. (2023), where they argue that finan-
cial globalization matters in the context of coun-
tries’ economic development, with particular em-
phasis on the crucial role it plays in supporting the 
economic growth of developing countries through 
capital inflows.

There is considerable interest in contemporary re-
search on the relationship between financial glo-
balization and sustainable development. Akadiri 
et al. (2023) argue that integration into global fi-
nancial flows can act as a catalyst for economic 
growth in developing countries, provided that 
natural resource management is effective and in-
stitutional strengthening is provided. Chen et al. 
(2023) and Lee et al. (2022) emphasize the role of 
financial globalization in shaping green economic 
growth, while Cheng et al. (2021) consider energy 
investments as a tool for achieving carbon neu-
trality goals.

At the same time, many authors highlight poten-
tial risks of financial globalization. Benigno et al. 
(2022), Rodrik (2006), and Reinhart and Rogoff 
(2009) note that excessive accumulation of re-
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serves and debt cycles can increase vulnerability 
of economies to financial crises. Issues of external 
debt and its impact on economic growth are re-
vealed by Avramovic et al. (1964) and Elkhalfi et al. 
(2024), emphasizing the necessity of balanced debt 
policies in developing countries. An important as-
pect of the research is also the analysis of streams 
of direct and portfolio investments, internation-
al foreign exchange reserves, and external debt. 
Herzer et al. (2008), Hymer (1960), Lipsey (1999), 
and Kurtishi-Kastrati (2013) investigate the influ-
ence of the direct foreign investment in economic 
growth and technology transfer, while Gui-Diby 
(2014), Ndikumana and Sarr (2019) draw attention 
to the challenges associated with the ebb and flow 
capital and asymmetries in the benefit distribu-
tion from global integration.

Thus, modern scientific discourse on financial 
globalization covers a wide range of issues – from 
economic benefits and risks to environmental 
and social impact components of development. 
Generalization experience given in Akadiri et al. 
(2023), Bayar and Gavriletea (2018), Stiglitz (2002), 
and others, indicates the need for the formation of 
effective strategies using the advantages of global-
ization to stimulate sustainable economic growth, 
especially in conditions of strengthening inte-
gration processes that are extremely relevant for 
Ukraine and other countries from the transitional 
economy.

The main vector of financial globalization is the 
globalization of capital, which is manifested in the 
growing volume of circulating financial resources 
that participate in daily transactions on the global 
financial market. Due to financial globalization, 
capital acquires global, large-scale, and universal 
features and characteristics; despite this, the fi-
nancial systems of states remain national, which 
leads to the contradiction between the interests 
of global financial capital and national regulatory 
restrictions on its interstate movement. It is not af-
fected or is almost not affected by the restrictions 
of the national regulator.

The subjects that set global financial resources in 
motion are international financial centers, inter-
national financial organizations, and, especially, 
transnational corporations (TNCs), which do not 
take into account national interests, but act only at 

the global level. That is, the activities of TNCs are 
so widespread in the world that capital moves to 
those countries where the best conditions are cre-
ated by national regulators for this. Soros (1997) 
noted that political decisions made at the center 
of the global system are based on the internal eco-
nomic priorities of the respective countries. The 
role of transnational corporations and the factors 
that stimulate foreign direct investment were in-
vestigated  by Hennart (2012),  Casson (1983), and 
 Hymer (1960).

The global movement of long-term capital is 
carried out in the form of direct and portfolio 
investments.

Scholars have varying opinions on the role of for-
eign direct investment. The numerous benefits to 
host economies from foreign direct investment, in-
cluding improved technology, have been assessed 
in studies by  Loukil (2016),  Navas (2019), job cre-
ation –   Kurtishi-Kastrati (2013), Zatonatskiy et 
al. (2024), economic growth  – Dellis et al. (2017), 
Bozsik et al. (2023), Anh et al. (2025), and Dahal et 
al. (2024). However, these studies do not provide a 
consistent theoretical framework that explains the 
direct and independent impact of FDI on econom-
ic growth, instead documenting a theoretical rela-
tionship between FDI and financial development. 
For example, a number of studies show that FDI 
has a positive effect on economic growth (Gui-
Diby, 2014; Van et al., 2019; Lee et al., 2022); others 
argue that FDI has a negative impact on economic 
growth (Al-Saleh et al., 2019; Ndikumana & Sarr, 
2019; Uddin & Yousuf, 2016), while earlier results 
showed a negligi ble impact on economic growth 
(Herzer et al., 2008 ; Ibhagu, 2019).  Sawalha et al. 
(2016) aimed to test the impact of the direct for-
eign and portfolio investment on the economic 
growth of developed and developing countries 
during 1980–2012. The results of the study showed 
a negative impact of the direct foreign investment 
on the economic growth of both types of coun-
tries. Their conclusions suggest the inconclusive 
result.

Baharumshah and Thanoon (2006) found that 
economic growth is affected by two other types of 
foreign capital in addition to foreign direct invest-
ment: foreign portfolio investment in equity and 
external debt. Portfolio investment is an unstable 
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source of capital that can change rapidly depend-
ing on internal or external factors (Chi, 2023). As 
 Lipsey (1999) argues, FDI flows are generally more 
stable than portfolio investment. Portfolio in-
vestment is argued to be more sensitive to global 
shocks.

Financial globalization affects the dynamics of ex-
ternal debt, facilitating the access of countries with 
economies in transition to international financial 
markets.  Avramovic et al. (1964) suggests that ex-
ternal debt can initially stimulate investment and 
economic growth by compensating for a deficit 
in domestic savings, a phenomenon particularly 
relevant for countries with economies in transi-
tion.  Eichengreen and Hausmann (2005) note that 
increased integration exposes these countries to 
global economic shocks and fluctuations in in-
ternational interest rates, increasing the risks of 
overdependence and debt crises.  Also, Reinhart 
and Rogoff (2009) note that globalization stimu-
lates debt risks, increasing the impact of global 
economic fluctuations. The study  by Elkhalfi et al. 
(2024) shows that while external debt may initial-
ly promote economic growth, excessive debt be-
comes a burden, especially in the unstable global 
environment. That is, financial globalization am-
plifies these effects, exposing developing country 
economies to the effects of financial market fluc-
tuations and international economic crises.

Given the unprecedented level of international 
currency reserves in the modern world, under-
standing their economic implications is crucial. 
Most studies focus on the optimal size of reserves, 
but do not provide a concrete answer to the impact 
of international currency reserves on economic 
growth, mainly because this impact operates in-
directly, in both positive and negative directions. 
 Rodrik (2006), for example, argues that the cost of 
reserve accumulation in emerging markets can be 
as high as one percent of GDP. Benigno et al. (2022) 
show that reserve accumulation causes a devalua-
tion of the real exchange rate and a reallocation of 
production towards the tradable sector, which in 
turn stimulates economic growth. In addition, the 
possibility of using reserves to provide liquidity 
during crises enhances the positive impact of re-
serve accumulation on growth.  Cheng et al. (2021) 
developed a model that shows that in developing 
countries, the accumulation of reserves leads to 

economic growth. After all, a stable exchange rate 
reduces uncertainty, stimulates investment, pro-
motes international trade, and strengthens the 
impact of monetary policy. This result alone coul d 
lead to higher growth rates (Frankel & Rose, 2002).

This study is based on an examination of key as-
pects of financial globalization, including flows of 
direct and portfolio foreign investment, external 
debt, international currency reserves, and their 
role in the economic development of countries, 
and, in particular, Ukraine. The main purpose 
is to outline ways to effectively use the benefits of 
globalization to stimulate sustainable economic 
growth of developing countries in the context of 
increasing global integration.

2. DATA AND METHODOLOGY 

The study covers the period 2008–2023, which 
depends on annual time series of data reflecting 
economic growth (nominal GDP in current pric-
es), volumes of foreign direct investment, foreign 
portfolio investment, external debt, and interna-
tional currency reserves. To analyze the impact of 
financial globalization on the economic growth of 
countries and, in particular, Ukraine, European 
countries will be selected that are most similar in 
terms of territory and population, but different 
in terms of the degree of economic development 
and development of the financial sector (Germany, 
the United Kingdom, Poland, Romania, and 
Ukraine). Economic development level is assessed 
by the GDP level per capita: economically devel-
oped countries are Germany, the United Kingdom 
(more than USD 40,000 per person); countries 
with medium development are Poland, Romania 
(more than USD 10,000 per person); countries 
with a developing economy are Ukraine (about 
USD 2,000 per person).

The KOF Financial Globalization Index (FGL), 
presented to measure FGL levels in economies 
around the world, is taken from the official KOF 
website (2023) for the sample period. In addition, 
the level of direct, portfolio foreign investment is 
measured by net inflows. Net foreign investment 
inflows are obtained from the World Bank Group 
(2023) as a volume in monetary terms. The level of 
external debt of countries and international cur-
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rency reserves is obtained from the World Bank 
Group (2023) as a volume in monetary terms.

The KOF Financial Globalization Index is an inte-
gral index based on a multidimensional approach. 
The analysis of KOF Financial components of the 
Globalization Index allows for a deeper under-
standing of the aspects of financial globalization 
that affect the economic development of countries. 
The meaning of the KOF Financial Globalization 
Index includes the following financial categories, 
as follows: foreign direct investment, portfolio in-
vestment, the level of the country’s external debt, 
and the volume of international currency reserves. 
That is, measuring the level of financial globaliza-
tion includes the assessment of capital flows and 
the level of foreign assets and liabilities (Gygli et al., 
2019). Therefore, it is worth examining the indica-
tors that form the KOF Financial Globalization 
Index separately and identifying their impact on 

the economic growth of the individual country. 

The study of the impact of financial globalization 
indicators (foreign direct investment, portfolio in-
vestment, external debt, international currency re-
serves) on GDP involves analyzing the relationship 
between these indicators. Using the Pearson cor-
relation coefficient allows us to assess the strength 
and direction of this relationship.

The Pearson correlation coefficient is calculated 
using the formula:

( )

( ) ( )2 22 2

,
i i i i

i i i i

x y x y
r

x x n y y

−
=

   − −      

∑ ∑ ∑
∑ ∑ ∑ ∑

 (1)

where x
i
: independent variable (volume of foreign 

direct investment, portfolio investment, external 
debt, international currency reserves); y

i
: depen-

Table 1. Variables, measurements, and data sources 

Variable Measurement Data source

Financial Globalization (FGL) Index  KOF (2023)
Nominal GDP Volume, billion dollars  World Bank Group (2023)
Foreign Direct Investment (FDI) Net inflows  World Bank Group (2023)
Portfolio investment (EFPI) Net inflows World Bank Group (2023)
External debt (ED) Volume, billion dollars World Bank Group (2023)
Foreign exchange reserves (FER) Volume, billion dollars World Bank Group (2023)

Figure 1. Research methodology
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level of financial globalization
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Based on the results obtained, a comparative analysis of the impact of financial globalization factors

on economic growth was carried out
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dent variable (GDP) for the i-th year; n: number of 
years in the sample.

In the case when r > 0, there is a direct (positive) 
relationship between the variables, and when r < 0, 
an inverse (negative) relationship. The strength of 
the relationship between the variables is measured 
by the value of the modulus of the correlation coef-
ficient: |r| < 0.3 weak, 0.3 ≤ |r| < 0.7 medium, |r| 
≥ 0.7 strong.

The proposed methodology of this study is sum-
marized in Figure 1.

The study will show the extent to which changes 
in foreign direct investment, portfolio investment, 
external debt, and international currency reserves 
are related to changes in GDP, and will provide a 
basis for conclusions, in particular, the assessment 
of their impact on economic growth.

3. RESULTS AND DISCUSSION

The multitude of globalization aspects in econom-
ic, political, social, and other forms has led to the 
emergence of a number of its indicators, which 
are used in world practice. In 2002, the Swiss 
Economic Institute and the Swiss Federal Institute 
of Technology developed the KOF Globalization 
Index, positioned as a complex indicator that al-

lows you to assess the scale of integration of a par-
ticular country into the world space. A compo-
nent of the KOF Globalization Index is the KOF 
Financial Globalization Index.

Financial Globalization Factor, or KOF Financial 
Globalization Index, is used to assess the inter de-
gree of integration of a country into the global finan-
cial system. It takes into account various aspects of 
international financial flows and policies. The final 
value of KOF Financial Globalization Index ranges 
from 0 to 100: closer to 100 – high integration of the 
country into the global financial system, closer to 
0  – low financial integration (Figure 2).

Germany and the United Kingdom demonstrate 
the highest indicators of financial globaliza-
tion. The index value remains consistently high 
throughout the analyzed period. This stability in-
dicates a high integration level of these economies 
into the global financial system, effective invest-
ment policies, and a significant volume of interna-
tional financial flows.

Poland and Romania demonstrate a tendency to-
wards the gradual increase in the financial global-
ization index, which is typical for transition econo-
mies integrated into the European Union. Poland 
has a slightly higher level of globalization, which 
is explained by its greater economic power and in-
vestment attraction compared to Romania.

Figure 2. KOF Financial Globalization Index (FGI) dynamics, units
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Ukraine has the lowest level of the KOF Financial 
Globalization Index among the analyzed countries. 
Despite some growth in the index in the period 
2008–2015, the subsequent indicator remained al-
most stable with minor fluctuations. The low level 
of financial globalization of Ukraine indicates lim-
ited integration into the global financial system, 
significant risks for investors, a weak institutional 
framework, and a high level of political instability. 
The decline in the indicator in 2022 reflects the im-
pact of the outbreak of the full-scale war, which led 
to a sharp reduction in external financial transac-
tions, capital outflows, and a decline in investment 
activity. At the same time, the situation witnessed 
an increase in dependence on international finan-
cial assistance and humanitarian flows, which par-
tially offset the decline in private financial ties.

To identify the FDI impact on the economic 
growth of countries, we will examine the dynam-
ics of foreign direct investment (net inflows) for 
2008–2023 and determine the correlation of in-
dicators: net inflows of foreign direct investment 
and GDP in the context of the countries selected 
for the study (Figure 3).

From the dynamics of the indicators presented 
in Figure 3, there are large fluctuations in the in-

flow of direct foreign investment into the econo-
my of the United Kingdom, in particular, a sharp 
increase in 2009 and a peak in 2016. The sharp 
decline, especially after 2020, is associated with 
the completion of the Brexit process and the 
COVID-19 pandemic, which created additional 
economic risks for investors.

Germany has seen relatively more stable FDI dy-
namics with moderate fluctuations, with the larg-
est growth observed in 2018–2020. However, in-
vestment has declined since 2020. The stable FDI 
dynamics correspond to the country’s stable eco-
nomic growth.

Relatively stable FDI dynamics with minor fluc-
tuations are characteristic of Poland and Romania. 
These countries remain attractive for FDI due to 
their role in EU production chains, stable GDP 
growth, and improving infrastructure. However, 
the scale of FDI is much smaller compared to devel-
oped economies, for example, Germany or the UK.

At the same time, the outbreak of the full-scale war 
in Ukraine in 2022 indirectly affected investment 
flows, in particular through the general increase in 
geopolitical tension in Europe, causing additional 
challenges for investors, especially in the energy 

Figure 3. Dynamics of the direct foreign investment (FDI, net inflows), USD billion 
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and industrial sectors, due to the rupture of trade 
relations and the increase in resource costs. At the 
same time, the war in Ukraine strengthened the 
role of Poland and Romania as key logistics and 
investment hubs in Eastern Europe, which con-
tributed to the reorientation of part of foreign cap-
ital to these countries.

Ukraine is characterized by low FDI figures 
throughout the period, negative trends after 2014, 
associated with political instability, conflict in 
the east of the country, and risks for investors. In 
2022–2023, there was a sharp decline associated 
with a full-scale war. Political instability and mili-
tary actions significantly restrain the inflow of for-
eign capital. Investors are cautious about risks, de-
spite the potential of the agricultural sector, the IT 
industry, and the transit role of Ukraine. The war 
led to a shift in the structure of external revenues 
in favor of official financial flows – grants, loans, 
and assistance from international organizations – 
which temporarily compensates for the reduction 
in private investment.

To determine the interdependence level of FDI with 
the economic development level of countries, we 
calculate the correlation between FDI and GDP of 
these countries. The correlation coefficient of FDI 
and GDP of the United Kingdom (–0.2994) is neg-
ative, indicating an inverse relationship between 
FDI and GDP; a significant portion of investment 
is directed to sectors that did not have a significant 
and immediate impact on the GDP (e.g., financial 
assets, mergers, and acquisitions). Germany’s cor-
relation coefficient (0.0327) indicates a very weak 
or non-existent relationship between FDI and 
GDP; the German economy is highly developed 
and diversified, and FDI is not the main driver of 
its growth. The GDP grows due to domestic con-
sumption, exports, and innovation.

Th e correlation coefficients of FDI and GDP of 
Poland (0.7745) and Romania (0.6194) indicate a 
strong direct relationship between the direct for-
eign investment and the GDP. The FDI growth 
is accompanied by the GDP growth, which indi-
cates a significant impact of foreign capital on the 
economic growth of countries. The direct foreign 
investment contributes to the development of in-
dustry, infrastructure, or export-oriented sectors 
of economies, stimulates the creation of new jobs, 

and increases productivity. The impact of foreign 
capital on economic growth in Romania was not 
as strong as in Poland. This indicates a significant 
dependence of the country’s economic growth on 
attracting foreign capital.

The correlation coefficient between FDI and 
Ukraine’s GDP (0.5364) indicates that the corre-
lation is positive, meaning that FDI growth is ac-
companied by GDP growth. This indicates that 
foreign investment in Ukraine has had a gener-
ally positive impact on the economy. The correla-
tion value of 0.5364 indicates a moderate strength 
of the relationship between FDI and GDP. This 
means that although FDI has an impact on eco-
nomic growth, this impact is not decisive since 
the volumes of FDI are insignificant (in 2023, in 
Ukraine, USD 48.1 billion against USD 343.2 bil-
lion in Poland).

Like Poland and Romania, Ukraine demonstrates 
a positive relationship between FDI and GDP, 
which indicates an important role of direct for-
eign investment in stimulating economic growth 
in countries with an average level of economic 
development. That is, to stimulate it, countries at-
tract foreign capital for the long term and receive 
an effect from it. However, Ukraine’s coefficient is 
lower than in Poland and Romania, which indi-
cates a weaker effectiveness of FDI due to struc-
tural constraints, military risks, and an unstable 
business environment. To increase the effective-
ness of the impact of foreign investment, it is nec-
essary to create favorable conditions for business, 
diversify investment projects, and develop institu-
tional capacity.

Portfolio investments are considered investments 
in shares of enterprises, bonds of sovereign issuers, 
or securities of international organizations that 
do not provide investors with controlling influ-
ence, but only the right to a share of profits. Their 
attractiveness is due primarily to the expected 
profitability level and the possibilities of risk di-
versification, while the industry or corporate spec-
ificity of issuers often plays a secondary role. In 
modern conditions, the activation of the inflow of 
portfolio capital to the national economy requires 
not only macroeconomic stability, but also a de-
veloped stock market and a wide range of reliable 
financial instruments that can provide investors 
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with transparent entry and exit mechanisms and 
an appropriate level of liquidity.

The portfolio investment volume, net inflow 
(Portfolio investment, EFPI, net inflows), reflects 
the change in the volume of investments in securi-
ties (stocks, bonds, etc.) made by non-residents in 
the country’s economy or by residents abroad.

Net inflow (positive value) indicates that foreign 
investors are increasing their investments in a 
country’s securities. This indicates confidence in 
the economy, a favorable investment climate, or 
high returns on securities. For example, an in-
crease in net portfolio investment inflows is often 
observed in countries with high economic growth 
or attractive conditions for investors (Figure 4).

Analyzing the dynamics of portfolio investments 
(net inflows) for 2008–2023 in Germany, the 
United Kingdom, Poland, Romania, and Ukraine, 
one can conclude the following trends.

Portfolio investment in the United Kingdom has 
shown significant fluctuations. The peak of invest-
ment inflows was observed in 2016 and 2018, but 
there were also significant outflows in 2009, 2017, 

and 2020. The correlation coefficient between 
EFPI and GDP in the United Kingdom (0.0163) in-
dicates that there is no connection between EFPI 
and economic growth, and changes in the volume 
of portfolio investment have practically no impact 
on the dynamics of economic growth measured 
through GDP. Significant investment inflows 
could support economic growth in some periods, 
but their outflows create risks for the stability of 
financial markets. This volatility is associated with 
political instability, including Brexit.

Germany shows a more stable profile with rela-
tively smaller fluctuations compared to the United 
Kingdom. However, some investment outflows 
were observed in 2008, 2018, and 2023, which were 
caused by the global economic crises. The correla-
tion coefficient of EFPI and German GDP (–0.3858) 
indicates a weak relationship between EFPI and 
GDP, and their impact is indirect and rather nega-
tive. This means that the increase in portfolio in-
vestment may be accompanied by a slight decrease 
in economic growth, and vice versa. Germany is an 
industrially oriented country, and its economy is 
largely dependent on exports and manufacturing. 
Volatile financial flows from portfolio investment 
are not key factors affecting GDP.

Figure 4. Dynamics of portfolio investments (EFPI, net inflows), USD million 
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Poland and Romania show little change in port-
folio investment. This indicates a lower attractive-
ness of these countries’ markets for international 
portfolio investors, but also stability in capital in-
flows/outflows. The relatively low level of portfolio 
investment limited its impact on economic growth. 
The correlation coefficients between EFPI and 
GDP for Poland (–0.4060) and Romania (–0.4829) 
indicate that for both countries, there is an inverse 
relationship between EFPI and GDP. This means 
that an increase in portfolio investment inflows 
may be accompanied by a decrease in economic 
growth rates, and vice versa. Portfolio investment 
plays a secondary role, and its impact on GDP is 
negative due to the speculative nature of these 
flows and the relatively low level of the financial 
sector. Growing economies, for example, in Poland 
and Romania, are more susceptible to the impact 
of global financial shocks. In the event of financial 
crises or changes in investor sentiment, portfolio 
investments are quickly withdrawn, which creates 
risks for the economy.

In 2022, the war in Ukraine led to increased vola-
tility in European financial markets, which affect-
ed the dynamics of portfolio flows in the United 
Kingdom and capital outflows from Germany in 
2022–2023. As for Poland and Romania, the war 
in Ukraine contributed to the strengthening of 
the role of these countries as financially stable 
platforms for investors in Eastern Europe, which 
reduced the risks of capital outflows from these 
markets.

Ukraine exhibits fluctuations, including significant 
outflows in 2015, 2018, and 2023, which are associ-
ated with political crisis and war, as well as macro-
economic instability. The decrease in investments 
negatively affected economic growth, as the lack 
of investor confidence created additional pressure 
on the financial system. The correlation between 
the EFPI coefficient and Ukraine’s GDP (0.3834) 
indicates a weak positive relationship. This means 
that the inflow of portfolio investments is poorly 
accompanied by economic growth, unlike Poland 
and Romania. In Ukraine, the financial market is 
less developed and much more sensitive to capital 
inflows. Even a small increase in portfolio invest-
ments can positively affect the availability of fi-
nancial resources for enterprises and the govern-
ment. Attracting portfolio investments, for exam-

ple, through government bonds, is often used as a 
source of budget financing, which can stimulate 
economic activity. Ukraine offers investors higher 
rates of return on government securities compared 
to developed markets and even to the markets of 
Poland and Romania. This attracts foreign inves-
tors looking for high returns and stimulates capital 
inflows. As a result, the state receives additional re-
sources for implementing programs that promote 
economic growth. The outbreak of the war sharply 
reduced investor confidence and practically froze 
the portfolio investment market in Ukraine, lead-
ing to minimal revenues in 2022–2023. Significant 
fluctuations in the EFPI (Figure 4) are not the main 
driver of changes in GDP, since these investments 
are short-term and more often affect financial mar-
kets, rather than the real sector of the economy. The 
dynamics of portfolio investment differ significant-
ly across countries. Advanced economies, such as 
Germany and the United Kingdom, are more in-
volved in global financial flows but are also more 
exposed to international shocks. For countries with 
economies in transition (Poland, Romania), the im-
pact of portfolio investment is limited due to their 
small size. In Ukraine, the volatility of portfolio in-
vestment reflects economic and political challenges, 
which reduce its contribution to economic growth.

Negative correlations indicate that portfolio in-
vestment is not a stimulating factor for the eco-
nomic growth of countries, and their outflow or 
inflow may be accompanied by negative effects on 
GDP, especially in the event of financial shocks 
or global instability. Ukraine is characterized by 
less integration with global financial markets than 
Poland or Romania.

Because of this, the Ukrainian economy is less 
vulnerable to fluctuations in global portfolio flows, 
and the positive impact of portfolio investments is 
more pronounced. Coefficient 0.3834 suggests that 
portfolio investment can contribute to Ukraine’s 
economic growth, especially during periods of 
stability. It also highlights Ukraine’s dependence 
on external capital to finance public spending and 
support the economy, which is much less common 
in more developed economies.

The external debt (External debt, ED), as a set of fi-
nancial obligations of the country to foreign credi-
tors, includes all loans and financial obligations re-
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ceived by the government, companies, and finan-
cial institutions of the country from non-residents. 

Therefore, we will examine the dynamics of exter-
nal debt of selected countries with different levels 
of development and analyze its impact on their 
economic growth (Figure 5).

Analyzing the dynamics of the external debt 
of Germany, the United Kingdom, Poland, 
Romania, and Ukraine for 2008–2023, the fol-
lowing conclusions can be drawn. The United 
Kingdom has shown a steady increase in ex-
ternal debt over the period under review. Since 
2008, the debt has significantly exceeded the 
level of other countries, reaching a peak value 
in 2023. This indicates a high dependence of 
the economy on external financial resources. 
Germany also has a significant level of external 
debt, but its growth occurred at a moderate pace 
until 2016, after which a faster increase in debt 
obligations was observed. The correlation coef-
ficient of ED and GDP of the United Kingdom 
(0.5690) indicates a positive but moderate corre-
lation between external debt and GDP, i.e., with 
the growth of external debt, moderate economic 
growth is observed, external financing was ef-
fectively used to support economic growth, but 
is not the main factor of economic development. 
The correlation coefficient of ED and GDP of 
Germany (0.8031) shows a high positive corre-

lation, a strong relationship between external 
debt and economic growth, attracting external 
resources significantly contributes to the GDP 
growth, due to the effective use of debt funds for 
investment in the economy. For developed coun-
tries (Germany, the United Kingdom), external 
debt is often used to finance strategic infrastruc-
ture projects and support investment activity. 

The correlation coefficients of external debt and 
GDP of Poland (0.6148), Romania (0.8999), and 
Ukraine (0.5127) demonstrate a positive relation-
ship, but the level of this relationship varies de-
pending on the country. The positive moderately 
high correlation indicates that increased external 
debt contributes to economic growth, but the im-
pact is not decisive. Compared to developed coun-
tries, the debt level is significantly lower, which in-
dicates a moderate debt policy. The external debt 
of Poland and Romania has become an important 
tool for stimulating economic growth through 
stable policies, integration with the EU, and di-
recting loans towards productive investments.

The dynamics of external debt were influenced 
by global economic shocks caused by the war in 
Ukraine, in particular, the energy crisis, the need 
to increase defense spending, humanitarian aid to 
Ukraine, and the increase in the cost of borrowing, 
which led to increased debt burden in developed 
countries as well.

Figure 5. Dynamics of external debt of countries (external debt, ED), USD billion 
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Ukraine has been showing a slow increase in ex-
ternal debt since 2008. The debt level remains 
low, but dependence on external creditors is criti-
cal given political and economic risks. Even rel-
atively low debt levels exert significant pressure 
due to high servicing costs and the risk of default. 
Developing countries risk falling into a debt trap 
due to rising interest payments. External debt ex-
ceeding a certain threshold can hinder investment 
and consumption, thereby limiting economic 
growth. This phenomenon is especially relevant 
in the globalization context, when countries with 
economies in transition are exposed to fluctua-
tions in international financial markets. Ukraine’s 
external debt began to grow at an accelerated pace 
after the start of the war in 2022 due to the need 
to finance defense spending, humanitarian needs, 
and stabilize the state budget. A significant share 
of the new debt is formed at the expense of offi-
cial loans and grants from international financial 
organizations and partners, which changed the 
structure of debt obligations towards an increase 
in long-term official borrowing on preferential 
terms.

International currency reserves (Foreign exchange 
reserves, FER), as defined by the International 
Monetary Fund, are assets that are immediately 

available and controlled by monetary authorities for 
the purpose of directly financing external payments 
imbalances or indirectly regulating these imbalances 
by influencing the exchange rate of the national cur-
rency through interventions in the foreign exchange 
market, or for achieving other purposes (IMF, 2013).

Therefore, we will analyze the dynamics of inter-
national currency reserves of selected countries for 
2008–2023 and examine their impact on economic 
growth using the correlation coefficient (Figure 6).

The graph shows the dynamics of reserves of 
Germany, the United Kingdom, Poland, Romania, 
and Ukraine for the period from 2008 to 2023. The 
overall level of international currency reserves in 
most countries tends to increase. This indicates 
the increase in the economic stability of the coun-
tries and their ability to withstand external shocks. 
The highest values of reserves are demonstrated by 
Germany and the United Kingdom, which are eco-
nomically developed countries with a large volume 
of foreign economic activity. Poland, Romania, and 
Ukraine demonstrate moderate or slower growth 
of reserves, which corresponds to the level of their 
economic development. During periods of global 
economic crises (2008–2009, 2020), a slowdown or 
even a reduction in reserves is observed in some 

Figure 6. Dynamics of international currency reserves (foreign exchange reserves), USD billion 
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countries, which is associated with an increase in 
costs for supporting the exchange rate. In countries 
with economies in transition (Poland, Romania, 
Ukraine), the growth of reserves is largely ensured 
by assistance from the IMF and other internation-
al financial institutions, especially in 2022, due to 
increased financial support from the EU and the 
IMF, which allowed these countries to build up 
reserves to cover risks related to regional security 
and refugee flows. In 2008–2014, Ukraine’s for-
eign exchange reserves declined significantly due 
to political and economic instability. At the same 
time, Poland, Romania, and the United Kingdom 
have seen steady growth. The COVID-19 pandemic 
(2020–2021) had a limited impact on foreign ex-
change reserves due to active support from cen-
tral banks and international financial institutions. 
Ukraine’s reserves have grown significantly since 
2022, primarily through official loans, grants, and 
foreign exchange inflows from partners that offset 
reduced trade revenues and lost exports. This sup-
port has been a key factor in maintaining financial 
stability during the war.

The dynamics of international foreign exchange re-
serves reflect different levels of economic develop-
ment, integration into global markets, and resilience 
to crises. The overall growth in reserves is a positive 
signal for all five countries, but at the same time, the 
difference in volumes highlights the need for im-
proved economic policies and reserve management 
strategies for less developed economies. The war in 
Ukraine has become an additional incentive to re-
think the role of foreign exchange reserves in ensur-
ing economic security, because in conditions of geo-
political instability, they perform not only a stabiliz-
ing but also a strategic function of financial protec-
tion of the state.

The analysis of the correlation coefficients of inter-
national currency reserves and GDP for Germany 
(0.7265), the United Kingdom (0.5610), Poland 
(0.8838), Romania (0.8708), and Ukraine (0.6122) 
indicates a different level of interrelation of these in-
dicators. High or average correlation values are ex-
plained by both the structural features of the econo-
mies of the countries and the specifics of their man-
agement of foreign exchange reserves. Countries 
with economic stability and effective export policies 
(such as Poland, Romania, and Germany) demon-
strate a high correlation between reserves and GDP. 

The average level of correlation of international cur-
rency reserves and GDP of the United Kingdom is 
associated with the specifics of the British economy. 
The pound sterling is a freely convertible currency, 
which reduces the need for significant accumulation 
of reserves.

The average correlation in Ukraine is due to internal 
economic difficulties, military actions, inflation, and 
external debt, which significantly affect Ukraine’s 
ability to accumulate reserves. Ukraine’s foreign ex-
change reserves are largely formed through loans 
and international financial assistance, which only 
partially depend on GDP. 

Financial globalization opens up opportunities for 
the Ukrainian economy to integrate into the world 
market, attract capital, and spread innovative prac-
tices. The research shows that direct foreign invest-
ment can stimulate the development of the financial 
sector and economic growth in developing countries 
(Amoh et al., 2019; Bayar & Gavriletea, 2018; Gui-
Diby, 2014). Institutional quality and a stable envi-
ronment are key factors attracting FDI (Dellis et al., 
2017), and their effectiveness depends on a country’s 
ability to integrate investments into its own econo-
my (Herzer et al., 2008). The experience of countries 
with an average level of financial sector development, 
such as Poland and Romania, demonstrates that fi-
nancial globalization can be a catalyst for modern-
ization and increased competitiveness (Cosmulese & 
Ciubotariu, 2017; Shkarlet et al., 2025).

The development of the stock market and the attrac-
tion of portfolio investments, which diversify sourc-
es of financing, also have a positive impact (Hymer, 
1960; Lipsey, 1999). The accumulation of internation-
al reserves is an important factor in stabilizing the 
national currency and reducing debt risks (Benigno 
et al., 2022; Rodrik, 2006).

However, the risks inherent in financial globalization 
for countries with economies in transition remain 
controversial. The benefits of globalization are un-
evenly distributed, and developed countries are able 
to gain more than developing economies (Stiglitz, 
2002; Beck, 2001). The dependence of the domes-
tic market on global capital flows increases vulner-
ability to external shocks, increases external debt, 
and creates risks of financial crises (Eichengreen & 
Hausmann, 2005; Reinhart & Rogoff, 2009).
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Excessive mobility of financial capital can lead to the emergence of debt traps (Avramovic et al., 1964; Elkhalfi 
et al., 2024). Some authors point out that too rapid liberalization of the financial sector without proper safe-
guards threatens the synchronization of crisis processes (Sebnem et al., 2013). In the case of Ukraine, this is 
compounded by structural problems – a low level of trust in financial institutions, significant capital outflow 
after currency shocks (Shkolnyk et al., 2021), as well as weak positions in the global financial market (Chirak 
& Kozyuk, 2012).

Thus, financial globalization has a dual effect for Ukraine, i.e., on the one hand, it contributes to attracting 
investments, spreading financial innovations, and strengthening competitive advantages; on the other hand, 
it creates risks of excessive external dependence and debt burden, especially in the absence of an appropriate 
regulatory policy. The balanced use of the benefits of globalization is possible only if the institutional envi-
ronment is developed, control over capital movements is strengthened, the legal framework is improved, and 
foreign exchange reserves are increased.

CONCLUSION 

The purpose of the study was to assess the impact of financial globalization factors on economic growth 
in countries with different development levels and to identify the specifics of this impact for Ukraine. To 
achieve the purpose, a comparative analysis of the dynamics of direct and portfolio investments, exter-
nal debt, and international reserves in combination with Ukraine’s GDP indicators was conducted, and 
the experience of Germany, the United Kingdom, Poland, and Romania was also studied.

The results show that the inflow of foreign direct investment has the most stable positive impact on GDP, 
namely, for Ukraine, the correlation coefficient between FDI and GDP was 0.5364, while for Poland it was 
0.7745, and for Romania it was 0.6194. Portfolio investments demonstrated a moderate relationship with 
economic growth (correlation in Ukraine – 0.3834) and, at the same time, increased volatility risk. The high 
external debt level (about 78% of GDP at the end of 2023) limits opportunities for investment and macro-
economic stability, while foreign exchange reserves at the level of USD 40.5 billion (August 2024) act as an 
important buffer against external shocks.

In developed economies (Germany, the United Kingdom), there is a high integration level into the global 
financial system, stable capital inflows, and large external reserves. These factors ensure macro-financial sta-
bility and mitigate the impact of global shocks. At the same time, correlation analysis has shown a weak or 
moderate relationship between financial flows (FDI, EFPI) and economic growth, which indicates that in de-
veloped countries, financial globalization is not the main driver of growth, but rather a tool for maintaining 
stability and competitiveness.

For countries with a medium development level (Poland, Romania), financial integration contributes to at-
tracting investment, developing the financial sector, and increasing GDP. The positive correlation between 
external debt and GDP indicates the effective use of attracted resources for economic development. Poland 
demonstrates the best adaptation to global financial processes, and Romania shows stable progress due to 
structural reforms and institutional support from the EU.

Ukraine has a low level of financial globalization, and its impact on economic growth is weak and unstable. 
Until 2022, there was a weak positive correlation between the inflow of portfolio investment and econom-
ic growth, which indicated the potential for the impact of global financial flows on domestic development. 
However, with the outbreak of the full-scale war, financial ties with global markets sharply decreased, namely, 
the inflow of investment decreased, and dependence on official external financing (loans, grants, macro-
financial assistance) increased significantly. This led to a change in the structure of financial globalization  – 
from market to predominantly official-donor.
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The 2022 war became a turning point, weakening the effect of financial globalization mechanisms in Ukraine, 
but at the same time strengthening the role of external support. Although financial globalization formally 
decreased due to the reduction of private flows, its stabilizing function was preserved thanks to international 
financial assistance and the growth of foreign exchange reserves. At the same time, in developed countries, 
the impact of the war on financial indicators was minimal – global financial ties and access to capital re-
mained stable, which confirms their ability to withstand geopolitical shocks.

The results obtained indicate the need to stimulate long-term FDI by improving the investment climate, de-
veloping domestic financial markets to increase stable portfolio flows, and maintaining a sufficient level of 
international reserves to reduce dependence on debt financing and to ensure sustainable economic growth 
in Ukraine.
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