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The Spillover Effect of Chinese Real Estate Market
on Banking Systemic Risk
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Abstract We investigate the impacts of the real estate market on Chinese banking sector
based on the double ACoVaR model. Results show that real estate market risk increases the
risk of banking institutions and their contribution to the systemic risk, but reduces the contri-
bution of linkage risk spillover. Indirect risk spillover is the most important and stable driving
factor, while direct risk spillover is on the second position. The net spillover effect of the na-
tional housing boom index on the banking system is the largest, followed by real estate prices
and real estate loans in sequence. In addition. the second-tier urban real estate market price is
the key channel for risk spillover to the banking sector.
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