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Abstract: Based on the improved event analysis method, this paper quantifies the horizontal effect and trend effect of
china-US trade frictions on the systematic risk of China’s banking industry, securities industry and insurance industry from
the perspectives of mean value level and tendency over time. The following three conclusions are drawn from the empirical
analysis. First, the horizontal effect of China—US trade frictions on systematic risks in various financial sectors is relatively
weak, while the trend effect is extremely significant and lasts longer. The persistent trend effect will pull up the overall aver-
age system risk, and thus to some extent, mask the horizontal effect. Secondly, the impact of continuous trade frictions causes
financial institutions to generate the expectation that trade frictions have inertia, which leads to the rise of systematic financial
risks before the actual occurrence of trade frictions. Finally, the banking sector is most resilient to external shocks, followed
by the securities industry and the insurance industry. The results of horizontal effect and trend effect can provide reference for
policy makers to maintain financial stability.

Keywords: China—US Trade Frictions; Horizontal Effect; Trend Effect; Event Analysis
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