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Financial Risk Management from the Perspective of Volatility
Spillover Networks
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Abstract : Amid accelerating financial globalization and heightened uncertainty, cross—market contagion has
become a key driver of systemic financial risk. This paper construct a volatility spillover network
linking international commodity markets and China’ s financial sectors. Using daily data from 2007 to
2025 across sixteen markets, the study reveals a total connectedness index of 31.97%, suggesting
that about one-third of market volatility arises from cross—market spillovers. The network exhibits a
hierarchical “international input—domestic transmission—defensive absorption” structure. International
precious metals, energy, and industrial metals are the main external risk sources, while China’ s metal
and energy markets serve as transmission hubs that amplify and redistribute shocks. Stock and repo
markets act as redistribution channels, whereas gold and bond markets serve as terminal absorbers,
mitigating systemic stress. These findings indicate that China’ s financial system has become deeply
embedded in the global risk propagation chain. The study recommends enhancing cross—market
monitoring, strengthening macroprudential regulation, and optimizing safe—haven asset allocation to
improve systemic resilience and financial stability.
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