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Research on Systemic Financial Risk——The Perspective of
Financial Instability

Abstract: This paper does a research on systemic financial risk from the perspective of Minsky's financial
instability, formulates and analyzes the connotation and causes of systemic financial risk, and divides its into three
stages based on performance characteristics of systemic financial risk in different stages. This paper also provides
relevant risky indicators and measurements. Furthermore, this paper depicts and explains the dynamic evolution
process of systemic financial risk and the financial cycle. This paper believes that the financial instability and its
periodic volatility are the fundamental causes of systemic financial risk or some even more serious financial crisis,
and that the structure changes in financial system aggravate the financial instability. At present in the financial
system of China, the main unstable factors include the exacerbation of risks in shadow banking system, the
over-debt of local government and the potential risks in the real estate market, etc. Government regulators should
pay close attention to the dynamic changes of financial risk in different stages. After the financial system being
impacted, government should intervene properly in order to keep the risk from excessive accumulating or even

evolving into serious systemic financial risk or crisis.
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