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Dynamic Analysis of Bank System Fragility Based
on STAR Model

Abstract: Financial fragility is characteristics of certain business cycle, and the
external performance is the accumulation of various risks. Based on the struc-
ture trait in the indicators system of banking fragility measurement, this paper

constructs the core banking fragility index, so as to identify the state of the

»  [455 H#970:2010-12-06
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China’s banking vulnerabilities. The smooth transition auto-regression(STAR)
model is used to study the dynamic evolution path,and the bootstrap method is
used to predict changes of the China’s banking fragility. The results show that
the China’s banking fragility is higher since 2007, and persistent oscillation at a
high level. The dynamic change is the non-monotonous accumulation, it is nee-
ded a long time period that the system state change from the higher regime to
the lower regime, and the China’s banking fragility will continue to remain at a
high level in the certain future period.

Key Words: banking fragility; core measurement; smooth transition auto-re-

gression model
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