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Abstract

The occurrence of financial crises in recent years around the world has raised many
concerns about the stability of the financial system in the economies of developing
countries. financial stability is the main goal of the central banks of
countries.Financial stability refers to a situation in which the financial system is
functioning properly and companies and individuals are confident that it is
functioning properly. Factors determining financial stability can be divided into two
groups: the first group includes internal factors related to bank management, and the
second group contains macroeconomic variables. In this study, using global
experiences and panel data of 25 selected developing countries during the years
from 2001 to 2019 and the use of principal component analysis method (PCA), the
combined index of financial stability has been calculated. Then, using the

generalized torque model (GMM), the effect of financial and commercial

+ Ph.D. Candidate, Department of Economics, Urmia Branch, Islamic Azad University, Urmia, Iran,
sirvanaghaie2008@gmail.com

= Assistant Prof, Department of Economics, Urmia Branch, Islamic Azad University, Urmia, Iran,
(Corresponding Author) m.sokhanvar2010@gmail.com

«+ Assistant Prof., Department of Economics, Urmia Branch, Islamic Azad University, Urmia, Iran,
t.akhoondzadeh@jiaurmia.ac.ir

Date received: 29/10/2021, Date of acceptance: 25/12/2021

Copyright © 2018, This is an Open Access article. This work is licensed under the
Creative Commons Attribution 4.0 International License. To view a copy of this license, visit
http://creativecommons.org/licenses/by/4.0/ or send a letter to Creative Commons, PO Box 1866,
Mountain View, CA 94042, USA.



\foo }i‘i g" ;)Lév: u\; dL.ﬂ g"ﬂf‘&:{;lfﬂr‘} Jw’ Y

liberalization on the combined index of financial stability has been investigated. The
results show the negative effect of financial and trade liberalization on the combined
index of financial stability. In other words, the interaction of countries' financial
markets with each other causes liquidity shifts and fluctuations in their financial
markets. In this regard, using the Financial Stability Index to measure the
effectiveness of governments in reducing the impact of financial crises can be
useful.
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