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Fig. 11 Impulse response of financial markets during financial crisis of 2015
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Cross-market contagion mechanism of systemic risk from the perspective of
coordinated supervision
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’

Abstract; Based on Granger causality test and network analysis, this paper constructs a connectedness index
and a risk spillover index for major financial markets in China and makes a comparative analysis. The results
show that risk contagion mechanism between financial markets can be more comprehensively described by the
risk spillover index. On this basis, this paper describes the risk spillover relationship between the stock mar-
ket, the bond market, the money market, the foreign exchange market and the real estate market. The results
show that the degree of risk contagion in the financial markets significantly increases during abnormal fluctua-
tions times. Therefore, this paper further selects several stages of abnormal financial market fluctuations with
high systemic risks, and identifies the risk sources of abnormal financial market fluctuations considering the
regulatory policies at that time. It is found that some regulatory policies not only controlled the abnormal fluc-
tuations of specific financial markets, but also intensified the risk contagion between markets. The purpose of
this paper is to clarify the contagion mechanism of systemic risk across the markets so as toprovide suggestions
for preventing systemic risk and strengthening coordinated supervision over financial risk.

Key words: financial markets; systemic risk; risk spillover; contagion mechanism



