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Analysis of Financial Crises and Financial Ethics

Abstract

Banking industry can be considered the life vein of a country economically.
The stability and efficiency of the financial system is crucial to the prosperity of
the country. However, there are financial turbulences around the world in the
last two decades, such as S&L Crisis in the U.S. in the 1980s, the financial
problems caused by Japan’s Bubble Economy in the 1990s, the bankruptcy of
Barings Bank in UK, Currency Crisis in Latin America and in Russia, and the
Asia’s Financial Crisis caused by the devalued Thai baht. The purpose of this
article is to discuss whether we can avoid such crises through the construction of
the financial ethics. Taking the cases of subprime mortgage loans and Enron
scandal as the topic, we discuss the importance and effects of financial ethics
during the financial crises. This research comes out with the following
conclusions from diverse aspects: To avoid the financial crises, a corporate
should adhere to the corporate morality and honesty is the best strategy; the
government should strengthen its monitoring and controlling function and
bailout on time; for investors, it is important to select carefully on the investment

objectives and not to bite off more than one can chew.

Key word: Financial Ethics ~ Financial Crisis
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