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Abstract: India's economy has been growing at a relatively fast pace for years, but
GDP growth rate has slowed since reaching a record high of 8.3% in 2016 and fell to
3.1% in the first quarter of 2020. At the same time, India's economy has structural and
cyclical problems, which increased risks to the financial system. In order to assess and
predict the stability of India's financial system, this paper uses index synthesis and
stress testing to carry out an empirical analysis based on existing studies. It shows that
in the short term, due to economic reform, demographic dividends and other factors,
India's economy is unlikely to decline significantly, and the possibility of financial
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crisis is less likely. In the medium to long term, in the absence of effective structural
reform and reform in the legal system reform, the risk of financial system will
increase to a medium range, but the probability of an outbreak of financial crisis is
still small. Unless India's macroeconomic deterioration accelerates in the future,
financial risks won’t build up to a high range and the probability of a crisis won’t rise
significantly. This paper builds a currency crisis early warning model to identify
factors of currency crisis and assess the probability of currency crisis in India in the
next few years. Logit-model shows that decline in net savings/GDP or GDP per capita
or export to GDP ratio and rise in foreign debt to GDP ratio will lead to higher
probability of currency crisis, and the probability of currency crisis will increase year
by year starting from 2020. Still, if the response is timely and effective, the likelihood
of a currency crisis triggering a financial crisis remains low.
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(2) HhE AT AR, 2011429 A 56 B Je 478 46 78 T 20074 16 7 WL
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Grobii x ik R E R B, BRI R A . BaE. BT
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18 IMF. Review of the Financial Sector Assessment Program: Further Adaptation to the Post Crisis Era[R],
September 2014.
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e, BIRR 1 FLFFEL AT TR R B, Rk 1 EL5
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PR PE RS, ARRAT SRR SUAE RS BEAT I (3R 3.2).
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FAAK R RN VR e R
ST
IR AR R ST AP B
TFRAT S RLI FAAK R RN VR 6 R
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TS DAL K RIS, 2 1] R A GRS [N, P49 45 18 x5 WL A 0 1D P 45 1 o
Bt ik AL
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EE. X, B (2016) HEHL 2005-2013 4FE 40 T E /) 15 AN 4R i 55k
Tabs'?, @I EF oA E T SIS EL R AERERENLE,
0 N E R e Y S e = G e e N L O O (S WS N Lo g/ L R
fath, Hoh, ENRESRMGEITETRELE 2007 £ LIRS N, RIS, Hi
M bR B E B R . RVEZE (20190 2O ARAT XA NGB 1T B SEAAL
AT FLSLAMit . HRAT LSRR BTSSR L 4 N RS IR I T4
e TLE SR E S e B, 45 2000-2016 4E<4: 5% T 4 fbife 59 PEFE B2 Ik
It I S B i a5 1 X ), e e [ e D A T s S 1 X ), 1 B R A AR
SRS ES, BAE 2015-2016 4E4 1 1 B — BRI 18] f v G 55 12k [X
] FE—DFIH VAR B SHE T R : T BIE R K, #insNC &
BAR Gt B I S b 95 Vs AEXS TS, A B R I Sl e 55 1 8 O A
it AR BBURR, IEAHIGR REd5. BRiE (2019) 2Us I P4 R £ a4
Prid, DVEFEENEIEN R 1L ASEINTHE5 A (B1D AR S, EES A
T CEMATF. BT R4. WA, WNCTH. MRS 5) 17 SRk
P ) 2 o G 595 1 i s R 2 SR 2 RG9S, TR R BB —, SRA
ZUTRARLL, FIMNATHRMESRIET R K B, BrNE TR S eSS T
HOoR R RPLW R A2 5=, ENEMd EFE R E SRSt E R, &
Rl g5 v A B B s AR BEDY, TUHRCRALAE (2018-2022 4F), HiM%
LT R S RGP R AR L R, A B R A ) A A R A A T A X
LA KR

IMF 55 5] 5 2H 2RI RBLFAFF 72 3 2 48 A 78 ) )RS 4 il ik 28 e e M I DR A AN
Bk G S e 20174, FEXTEDRE A 4 bk 24208 VAL (FSSAD W23, IMFHZ
W 73R 7 v T A SR 1 -34F BN ARAT AR RIMFBIPE RS . AR EHR., R
Gr o A RN . IMPWARAT 2 NG AR . G2ifE55. G3E /=25, BEM
i R R . AR R R RS =K RN R R B, W
MRS T, = IRERAT TS RN B, WA A FR W, Bl
EFEREETE N, GIEZRRATIRE; Mt S EEEE R T, G2, G3RMRAT
IR A 88 =, TR RN SRA R RSB A, 1I88051%.

Oy BRE, Sk B K SR 55 1 1B E LR R —— T T 5, BUFEL, 2016 5 4 #.
15 MEtrE4E GDP K2, WK E. PRITHKE., WERAEERE, WEZD %R, BATH
RAEPEPNESE (5 GDP FIE), £WIK 7 Z81 Y GDP MILE ., SAERFEGKE, RlbE, B ZER
i GDP [ELE . FHIAM S MR B E . RTINS 2R . 5 5 sk e 8. 1REBUR 1 E Fe 4
FAVEFTT RN . EZEITHRE T SR 59 8 800 A AFEIRRAT R RETEE L (FA AT RS
AN F . AEERAERINED, FHFNNERRH T EEFEE,  LASh R ) 5 R 30 4 R i 55 1 (0 52 0«

20 RUEL TR R i, ANC S S S REIE T O R L ——E T ALE M SHE AT, B ETS,
2020 575 1 34,

2 PRIK, HME TR SR TS I R TR AL, BrR R, 2019,

2 fEss R TR 2001 &, KW 1997 FE M EAENEE, £E GEHEWMNEZD h23Eils
BRI, SRS R ZE; 5 & EBUMRY SRS TR DGR 53, a0 Bl BEE D 58 35 4 Rl
WEVLH], S RbiEEs TS 25 6] 20T %, 2008 BRI S REHURK Z G, S miiE s T e ko,
SE RSG5 1 B 5 R AL P IS TR0 s TR AT LIS 30, % I <o Rl M 5 PR R AN Bk, (RLRR R N ) 5%
.

23 IMF. India Financial System Stability Assessment[R]. 2017.
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TP A TR S, SRl 850 s by 1 EE 2 A E H %t
Mg AAL, X3k P vt ke 31 B R o
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SR E . AR USRS =2, R IS R BoR: BB
—, VIR T, AT s RS IR N, S, ']
AT, RMEEERESEE T, Gl BT,
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24 Cyn-Young Park and Rogelio V. Mercado Jr, Determinants of Financial Stress in Emerging Market Economies
[J], ADB Economics Working Paper Series No. 356,2013.
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o HEEUWNZ, XENRIELZ SRR EAEES, Bl
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28 Eugene F. Fama, Efficient Capital Market: A Review of Theory and Empirical Work[J], Journal of

Finance,1970.
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Regulation[M],2010.
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