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Shadow Banking, Industry Loan Investment of Trust Fund and Systemic Risks
Song Lu', Zhao Yingyu® and Fang Yi*
(1.National Academy of Development and Strategy, Renmin University of China; 2.School of Finance, Central University of
Finance and Economics)

Summary: The investment of shadow banking funds is complicated, and preventing cross—industry risk contagion has
become the focus of regulating shadow banking. This paper takes the industry loan investment of trust fund as the proxy variable
of shadow banking, and uses ACoVaR model to measure the tail risk index of industry loan investment of fund trust from 19
industries, analyzing the generation mechanism and risk transmission path of systemic risk of shadow banking represented by
the trust industry.

On the one hand, the systemic risk of shadow banking represented by the trust industry calculated by the model is mainly
driven by inter—industry correlation, and it is procyclical in time dimension. On the other hand, the industries of systemic
importance and systemic vulnerability can be identified by constructing the index, with necessary risk isolation measures taken
for the spillover effect of the former and the absorption effect of the latter.

Based on the above analysis, the possible marginal contribution of this paper includes the following two aspects. Firstly,
compared with the existing research on measuring the systemic risk of shadow banking based on the tail dependency model,
the systemic risk indicators constructed in this paper are more suitable to the characteristics of the trust industry, and can
identify the systemic risk brought by shadow banking.

Secondly, compared with the existing research on measuring systemic risk based on the network model of balance sheet,
the systemic risk index of shadow banking constructed in this paper has the characteristics of being more frequent and more
responsive to regulatory risk monitoring requirements.

Therefore, in the economic upward cycle, we should improve the monitoring system to catch the potential risks of shadow
banking, and take key regulatory measures for industries related to shadow banking to prevent risks from spreading among
industries during the downward cycle and reduce the impact on the real economy.
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