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Summary: With the development of financial globalization the financial systems of various countries have jointly
constructed a complex physical or logical financial network. The nodes of the network are the financial institutions and
financial markets of various countries. The scale of the nodes the way the direction and the strength of the connection as
well as the topology of the entire network nodes determine the stability of the entire financial network. As Chinese financial
sector continues to open wider to the outside world the connectivity between Chinese financial system and the global
financial system is increasingly strong and the possibility of being impacted by global systemic financial risks is
significantly increased. In order to effectively monitor and prevent systemic financial risks it is very important and more
urgent to accurately measure the structure of Chinese financial network and its connecting structure with other major
countries” financial network.

This paper based on daily data from financial markets through the prediction of variance decomposition calculates
volatility transmission matrices of different financial market returns and then builds a cross-market financial network
analyzes the global systemic financial risk contagion effects and identities the direction of the risk of infection and explores
the dynamic transmission rule of global systemic financial risk through the nonlinear causality test. The sample countries
( regions) selected in this paper include Chinese mainland ( Cn) Chinese Hong Kong China ( CH)  South Korea ( K)
United States ( A)  Germany ( G) France (F) United Kingdom ( E) Switzerland (S) 1India (I) Japan (J) Russia
(R) Brazil (B) Mexico (M) and Canada ( C). The observation period is from January 1 2007 to November 22
2019. The data in this paper are from the Wind database.

The research results are as follows. (1) Global money market and capital market form a complex cross-market
financial network and global systemic financial risks are cross-infected through the cross-market financial network.
(2) The risk contagion effect of the capital market network is greater than that of the money market network because of the
independence of the monetary policies of different countries the differences in the control of cross-border capital flows and
the convenience of emotional contagion in the capital market. (3) Due to the status of the US capital market as the world
financial center and the UK money market as the world financial center the US and the UK are the main exporters of global
systemic financial risks and the risk export effect of the US is far greater than that of the UK. (4) China and Eurozone
countries are net importers of global systemic financial risks and their capital markets are more vulnerable to network
contagion of global systemic financial risks but the net import effect of China is smaller than that of Eurozone countries.
This also means that with the increasing openness Chinese financial sector faces increasing global systemic financial risks.
It is imperative to timely and accurately monitor the global systemic financial risks imported from the capital market and the
impact of domestic financial systemic risks. The policy implications of this paper are as follows. (1) One of the important
aspects of macroprudential regulation is that further accurately calculating the structure of global cross-market financial
networks calculating the strength and direction of the connections between Chinas financial system and the global cross—
market financial network simulating the net impact of systemic financial risks in developed countries ( such as the US and
the UK) on the domestic financial system and establishing a sensitive and effective global all-weather financial risk
monitoring system. (2) The contagion effect of global systemic financial risks is one of the important content that must be
considered in the formulation and implementation of targeted monetary policies in the future. ( 3) Strengthening
international coordination of monetary and financial regulatory policies is an inevitable choice for countries to deal with
global systemic financial risks.

The main contributions of this paper are as follows. (1) Tt builds a financial network of money market and capital
market across different countries ( regions) . At present the research results of systemic financial risks based on the
financial network mainly focus on the single layer network of financial sector or financial market. Compared with the single
market financial network this paper constructs a cross-market financial network including money market and capital
market which is helpful to improve the comprehensiveness of the global financial network analysis and the accuracy of the
global systemic financial risk transmission path and also takes into account the risk contagion effect of different countries”
monetary policies to a certain extent. (2) It improves the accuracy of connection analysis and describes the contagion effect
between nodes. In this paper the nonlinear method is used to measure the correlation strength of cross-market financial
networks in different countries calculate the contagion effect of cross-market financial networks and then determine the
direction of risk contagion by using the nonlinear causality test so as to explore the dynamic contagion law of global
systemic financial risks. By analyzing the contagion effect of global systemic financial risks on Chinese money market and
capital market this paper helps to improve the accuracy of systemic financial risk calculation under value-at—risk method.
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