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Moral hazard of financial virtualization and its impact on market:
Deep reflection on the subprime mortgage crisis
Bai Qinxian' Cai Qingfeng’
(1. School of Economics, Liaoning University, Shenyang, Liaoning, 110036;

2. Department of Finance, Xiamen University, Xiamen, 361005)

Abstract: Global financial crisis and global economic recession caused by the U. S. subprime mortgage crisis still spread.
Where will they go? The answer remains a puzzle. On the surface, the collapse of the U. S. real estate bubble initiates the burst of
the crisis. However, in essence, it is the moral hazard behavior of all players during the process of securitization, derivative and
virtulization of subprime mortgage loan that plays a fundamental role. Market information asymmetry worsened by virtualization
provides more space for moral hazard for financial medians in various links. The deterioration of their behaviors increases the
fragility and systematic risks of financial market, and finally the crisis breaks out in an all — round way.
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