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Abstract

The financial market is a complex network where banks spread risk not only through direct
channels of interbank lending, but also through indirect contagion channels of common asset
holdings. This paper constructs interbank lending networks and banks’ common asset holding
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networks using data from 193 Chinese banks from 2018 to 2021, and employs the DebtRank algo-
rithm to measure the systemic risk of the banking system. The results indicate that: 1) Systemic
risk under dual channels is significantly higher than that under each single channel; 2) The sys-
temic risk of China’s banking system is decreasing year by year, and the systemic risk under asset
shocks is higher; 3) Large banks pose higher systemic risk than small banks, and state-owned
banks have greater resilience to risk; 4) The systemic risk induced by the manufacturing sector is
the highest; The liquidity condition of the commercial leasing industry was most affected by
COVID-19, and its induced systemic risk peaked in 2020; The systemic risk triggered by the real
estate industry declined most significantly in 2021, indicating that China’s real estate control poli-
cies played a significant role in 2021.
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Figure 1. Systemic risk in different years under bank shocks
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Figure 2. Systemic risk in different years under asset shocks
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Figure 3. Changes in systemic risks caused by different types of banks
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Figure 4. Systemic risks caused by different industry assets
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