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Abstract

Financial resources are totally different from physical ones. The “invisible
hand” of the price rule sometimes can not give good explanations for the working
of financial markets or the prevailing market failures. Giving full play to its due
functions is the prerequisite for a financial system to be effective. So the book de-
velops its contents on the six main functions of the financial system: price discov-
ery, investment and finance, risk diversification, liquidity provision, information
production and corporate governance. It is from the perspective of analyzing
these functions that the book breaks the theoretical structure of previous financial
economics which focuses only on the pricing of financial assets. The book in-
cludes 7 parts and 22 chapters, which absorbs newly theoretical achievements
from general equilibrium analysis, informational economics, contract theory as
well as behavioral economics. Moreover, the book also features series of special
columns (financial economists introduction, case study and knowledge box)

which broadens readers’ minds and enriching the contents of the book.
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