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The Empirical Research of the Early Warning of Foreign Exchange Risk in China

Shi Zhuxian, Mu Xiaoyun
(Research Center of Quantitative Economy of Jilin University

Business School of Jilin University ChangChun 130012, China)

Abstract: This paper was an empirical research of the early warning of foreign exchange risk in our country by
ternary logit model. In this paper, we estimated the early warning index of foreign exchange risk, gave the threshold

of early warning of foreign exchange risk and computed the goodness of the early warning model of foreign



exchange risk of our country according to the predict result in sample. By the analysis of early warning model of
foreign exchange risk, the probability of exchange crisis in 1991 and 1993 was very high, and the probability of crisis
was close to 0 after the system reform of exchange rate in 1994. The probability of crisis in our country is very low at
the moment, and some indicators of economic fundamentals are well, but the research of early warning model of

foreign exchange is still indispensable.

Key words: early warning model of foreign exchange risk ; ternary logit model; goodness
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