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The unlimited expansion of financial derivatives’ economy is the direct curse of

America’s credit crisis and global financial shocks

NIU Jiang-tao

Abstract: The key point characteristic of America’s credit crisis is transferring from subprime loan to CDOs,
from indirect financial field entering into direct financial field, from America’s local financial market spreading to
international financial market, and the domino effect is unexpected, due to unlimited development and expansion
of financial derivatives’ economy in recent years. The collapse of gold exchange standard system pegging
precious metal in 1970s’ greatly promoted innovation and development of financial derivatives, this is the
inevitable result of advanced development of financial field due to solve its” own conflicts in free market economy,
the financial derivatives’ economy which is naturally virtual economy brings positive effect on advanced market’s
economy on one hand, but shows its” neglect “cutting edge” effect on entity economy on the other hand. The
global financial storms have been witnessed due to overflow of financial derivatives in advanced market’s
economy. The basic measures to prevent from happening are as follows: firstly to restrain the scale of financial
derivatives’ economy in advanced market economy’s countries. The max value in theory of total exchange
volumes of fictions economy should be matched the total volumes of entity economy; secondly to reconstruct the
monetary stabilized mechanism and exchange rate stabilized mechanism, proposing to construct global central
bank, and fundamental money which is uses as international reserve money and international financial balancing
and regulating money.

Key words: CDOs’ crisis; financial derivatives’ economy; monetary stabilized mechanism and exchange rate
stabilized mechanism
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