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USE THE NONLINEAR REGRESSION MODEL FOR THE TWO-DIMENSIONAL
PROBABILITY LOGARITHM TO PREDICT THE CURRENCY CRISIS
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ABSTRACT: The best method to avoid financial crises in economical systems is to predict financial
imbalances and correct them using early warning systems before they turn to be a real crisis. This
study aims to test the effectiveness of a non-linear regressive system, which is based on binary
logarithmic probability, on predicting currency crisis. Data used is the one of countries that faced
currency crises (Turkey, Indonesia). The next step is to analyze data signals during and before the
crisis, as well as the use of ADF and Sensitivity tests to test the quality of the model. The results show
that the EWS, used in this study, has the capacity to predict currency crises two years before they
happen, and the standards tests have proved its efficiency too.

Keywords: early warning system, currency crisis, Crisis Index, Speculative Pressure, Effective
Crisis.
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Use The Nonlinear Regression Model For The Two-Dimensional Probability Logarithm To
Predict The Currency Crisis
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