
Overview of Ethics in Finance

(A concise, structured guide for quick reference)

1. Why Ethics Matter in Finance

Reason Impact

Trust Building
Investors, clients, and regulators rely on confidence that financial

professionals act honestly.

Market Stability Ethical conduct reduces fraud, manipulation, and systemic risk.

Legal Compliance
Many unethical actions breach securities laws, anti?money?laundering

(AML) rules, and fiduciary duties.

Reputation

Management

Firms with strong ethical cultures attract talent, capital, and long?term

customers.

Social

Responsibility

Finance shapes capital allocation; ethical decisions influence economic

development and environmental outcomes.

2. Core Ethical Principles in Finance

Principle Description Typical Application

Integrity
Honesty and consistency in

actions and disclosures.

Accurate financial reporting, truthful

marketing.

Objectivity
Avoiding bias, conflicts of interest,

and undue influence.

Independent investment advice,

unbiased credit ratings.

Professional

Competence

Maintaining required knowledge

and skills.
Ongoing training, certification renewal.

Confidentiality
Protecting client and proprietary

information.

Secure data handling, non?disclosure

of insider information.

Fairness & Equity
Treating all stakeholders

impartially.

Transparent pricing, equal access to

investment opportunities.

Accountability
Taking responsibility for decisions

and outcomes.

Clear audit trails, reporting errors

promptly.
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3. Common Ethical Issues & Real?World Examples

Issue Description Example

Insider Trading
Using material, non?public

information for profit.

Executives buying stock before a

merger announcement.

Conflict of Interest
Personal or corporate interests clash

with client duties.

A broker recommending a product

that yields higher commissions.

Misrepresentation
Providing false or misleading

information.

Overstating projected returns in a

prospectus.

Fraud &

Embezzlement

Deliberate deception to obtain money

or assets.
The Madoff Ponzi scheme.

Money Laundering
Concealing illicit origins of funds

through financial channels.

Structuring deposits to avoid

reporting thresholds.

Excessive Risk?

Taking

Pursuing high?risk strategies without

adequate disclosure.
The 2008 subprime mortgage crisis.

Green?washing

Portraying investments as

environmentally friendly when they

are not.

ESG funds investing heavily in fossil

?fuel companies.

4. Regulatory Frameworks & Professional Codes

Body / Standard Scope Key Requirements

SEC (U.S.)
Securities markets, public

companies

Disclosure, anti?fraud provisions, insider

trading bans.

FINRA Broker?dealers
Suitability rule, supervision, record?

keeping.

FCA (UK) Financial services
Treating Customers Fairly (TCF), conduct

rules.

EU MiFID II Investment services across EU
Transparency, best?execution, conflict?of

?interest policies.
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Body / Standard Scope Key Requirements

International Ethics

Codes
Global practitioners

CFA Institute Code of Ethics, GARP Code

of Conduct, IFoA Principles.

AML/CTF Laws
Anti?money?laundering &

counter?terrorist financing

Customer due diligence, reporting

suspicious activity.

5. Implementing an Ethical Culture

1. **Leadership Commitment
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