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Thelnternal M echanism of U.S. Subprime Crisgsand itsimplication: From the View

of Behavioral Finance
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(1 School of Business, Hunan Normal University, Changsha, 410081; 2 Academy of Mathematics and
Systems Science, Chinese Academy of Sciences, Beijing, 100080)

Abstract: This paper aims at discovering the internal mechanism as well as the external economic
environment responsible for U.S. subprimes financial bubbles. Our research reveals that the
bubbles and instability in financial markets are triggered by a positive feedback mechanism, we
also presents economic explanation for this mechanism in the view of behaviora finance. From
the lesson of subprime crisis, we give some useful suggestions to the development of Chinese
financial market and real estate business.
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