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Value of Banks – Decreased (old-Blue, new-Green)
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Global Banking System

Why 
did 
banks 
fail?

1.Mismanagement

2.Lack of 
Supervision & Audit 

3.Profit & Growth 
motive 

4.High Risk 
Derivative Products

5.Moral Hazard

6. Unethical 
Practices

BANKS
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High Risk, Low Capital

CAPITAL

(RISKS)
High Risks 
Resulted in
High Losses!
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One product gave birth to many other derivative products!
When the first product failed all the others collapsed

Derivative 
Products!
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Worms inside the Balance Sheets weakened financial 
position of banks

Permanent 
Impairment 
in Value of 
Assets of 
banks 
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Risks were carried to Off Balance Sheet areas

Losses of 
banks 
were

Hidden 
from
Public
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Credit Crunch

Sub Prime
Loans
Not 
disclosed
properly!
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Customers were not protected properly by banks

Banks 
let their 
customers
swim
over the
Jaws?
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When will it explode? Where will it explode?
What will be the damage?
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Pills can not cure this disease 

Surgery
is 

needed
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Governments to press many heads in future

More
-supervision
-audit
-control
-tax
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We have to rebuild the global banking system

Lessons
learned?
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Ethical Paradox in Financial Institutions

• Left arm – Ethical    
Behavior 
growth

• Right arm – Business 
growth

• Result - Freak
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Bankers had two faces

It is time to cry
not to laugh!
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The World have to 
pay for it


