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Research on Effect of Systemic Financial Risk on Economic Growth and Policy Regulation Effect
JIA Yanyan' WU Kun' YANG Tao’

(1.School of Finance , Tianjin University of Finance and Economics, Tianjin 300221, China ;
2.School o f Business sShandong University sWeihai 264209 ,China)

Abstract: The key concerns of regulatory authorities are stabilizing growth and preventing risks.
Based on the growth at risk (GaR) model, this paper examines the impact of systemic financial risk
on economic growth. Moreover, this paper analyses the heterogeneity of the impact based on the
basis of the high and low states of systemic financial risk,and then explores the regulatory effects of
different types of macroeconomic policies on the vulnerability of economy. The results show that,
firstly,from the view of systemic financial risk’s impact on economic growth,systemic financial risk
has greater impacts on economic downside risk than on economic upside risk and has a short-term
effect which is greater than a long-term one on the economic vulnerability.Secondly,in terms of dif-
ferent states of systemic financial risk, high systemic financial risk could reduce economic growth
while low systemic financial risk could increase economic growth. Finally, from the perspective of
policy regulation, price-type tight monetary policy could increase the economic vulnerability, and
quantity-type loose monetary policy could reduce the economic vulnerability, while loose fiscal poli-
cies would increase economic vulnerability. This paper explores the concept of a single framework
that integrates systemic financial risk with economic growth in order to provide a reference for a-
chieving a dynamic balance between growth stability and risk control.

Key words: Systemic Financial Risk; Economic Growth; GaR Model; Economic Vulnerability;
Policy Regulation Effect
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