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A Study of the Correlation between Credit Behavior and Financial Stability
PANG Xiao-bo HE Guang-yu WANG Chao

Abstract Based on the analysis of the mechanism theory of credit behaviors transmitting the status of financial instability, this
paper tests the correlation between credit behavior and financial stability, constructs a standard form of financial conditions in—
dex (FCI) and two kinds of China’s financial conditions index (FCIL) which contains loan—amounted of financial institutions, and
comparatively analyses the function of the both indexes to predict CPL. The results of the paper show that the worldwide finan-
cial crises are directly related to credit misconduct; The FCIL contains more information of future macro—economy and can more
effectively predict inflationary pressures. Considering the results, the China’s central bank should aim at financial stability and
pay attention to the spillover effects of credit behavior, as an important intermediate target, on macro—financial stability when it
make monetary policies.
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