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Abstract

A new development idea was proposed on the fifth meeting of the Central Committee of the Com-
munist Party of China, encouraging innovations in different aspects. Financial innovations, how-
ever, are still under strict restrictions, mainly because of the high risk and lack of effective control
in this field. Take the fraud committed by GoldmanSachs as an example, we can see that there is
significant ethical risk involved in the transactions of financial instruments, and many brokers vi-
olate laws, driven by financial interest. This helps us realize that both companies and authorities
should take necessary actions, such as changing management remuneration package and intro-
ducing revised accounting standards, to lower or even avoid ethical risks, while individual inves-
tors can turn to institute investors, like funds, for help when participating in market activities.
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