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ABSTRACT  

 

Maintaining financial stability is a necessary component of modern economic development. Because of 

this, the problem of identification of the characteristics of financial instability becomes practical and, first 

of all, is related to the needs of the development of economic policy. Structural approach to the research 

of financial instability allows highlight its qualitative characteristics and apply the existing methods of 

quantitative analysis of the stability of the financial system more effectively to evaluate the interim stages 

of financial instability. 
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GENERAL 
 

The main aim of this research is to consider the development of financial instability through the 

consequent hierarchy of its states and on this base to show which of the existing methods of the 

evaluation of financial stability are the most reasonable to apply. 

Our analysis of financial instability is based on the concept of the stability of financial system, in 

accordance with which in the process of financial development a) double stability manifests (functional 

stability and the stability which causes development and defines its direction); b) there are different states 

of balance and stability of financial system, which vary by quality of efficiency and character of balance 

(see [1, c. 533-568]). Such approach allows not only consider the degree of the stability of financial 

system, but also the way the financial system fulfils its main mission in the economy. The development of 

financial instability is studied by the authors taking into account the hierarchy of its states. The authors 

determine the following kinds of financial instability: turbulences in a balanced financial system, 

financial imbalances, systemic financial instability, systemic financial crisis. Based on the represented 

hierarchy of instability, we propose the structure of the evaluation of intermediate stages of instability 

(accumulation of imbalances and systemic instability) applying the existing methods of quantitative 

analysis of the stability of financial system. 

In particular, it is the formalized system of indicators of two types: the first one – structural indicators 

of financial pressure (evaluation of separate financial segments), the other one – the indicators of 

systemic stability (consolidated assessment of financial risks). 

 

CONCLUSION 

 

The diagnostics of financial instability on early pre-crisis stages of development allows eliminate the 

degree of its negative impact on the financial system and the real sector of economy. Not all crises can be 

                                                 
 Corresponding author e-mail ovs2010@ukr.net 



 

 
 

 

 
 

 

 
 

 

 
 

The 12th INTERNATIONAL CONFERENCE INFORMATION TECHNOLOGIES AND MANAGEMENT 2014  

April 16-17, 2014, Information Systems Management Institute, Riga, Latvia 

285 
DM71 Management and Decision Making 

prevented, but the intensity of a potential crisis can be reduced by introducing corrective measures of 

discretionary nature, which are aimed at the elimination or restriction of the revealed instability (for 

example, increasing the capitalization of the financial system). Since the measures of economic policy 

must meet the specific situation, their previous determination is impossible. However, taking into account 

the close and interrelated character of the types of instability, it is hardly possible to clearly demarcate 

these measures. 

The evaluation of financial instability is an evolving process. The proposed approach, which is based 

on the hierarchy of financial instability, is only partially developed. The objective of the further 

development of the methodology of financial instability research, analytical models and procedures for 

quantitative evaluation of various forms of instability remains topical in the future. 
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