Lessons from the Latin American Financial Crisis
With rapid development of globalization, financial crises frequently occurred in developing countries, especially in those in Latin America. The major causes are as follows: first, the local banks are subject to be affected by exterior negative factors; second, the dollarization of bank debt intensifies bank instability; third, there are certain wrong arrangements in the process of achieving liberalization of capital account; fourth, public debt often accounts for a large share of bank credit.
  In view of the heavy losses caused by financial crises, the government has to take precautions against financial crises: first, it should set in advance to promote the financial protection network in order to lessen financial instability; second, the banking industry should fully follow the rule of market mechanism; third, dollarization should be restricted or even avoided.
  When dealing with the banking industry after breakout of financial crises, the government should adhere to the following three principles: first, the reorganization of banking industry must be attached great importance and be achieved by making cautious use of public resources without causing inflation; second, the most cost of the reorganization of banking industry should be assumed by those who benefit most from financial venture business. Third, the government should take resolute measures to prevent those banks of bad management to increase loan to any borrower without good credit standing. 
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