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Economic Policy Uncertainty and Risk Contagion in the Stock and Bond
Markets: Based on Nonlinear Weighted Networks

ZHU Jian-ming & WANG Jian-peng
(Shanghai University of International Business and Economics, Shanghai 201620, China)

Abstract: This paper mainly uses the complex network theory to study the financial contagion among stock
market, bond market and EPU under the background of Sino-US trade friction. This paper selects the stock
market index, bond market index and EPU index of thirteen countries from G20 as the research object, and the
time span is from June 2014 to January 2021. The period from June 2014 to February 2018 is the early stage of
the Sino-US trade friction, and the period from March 2018 to January 2021 is the period of the Sino-US trade
friction. According to the full sample period, the early stage of the Sino-US trade friction and the period of the
Sino-US trade friction, this paper constructs three directed weighting networks to study the risk infection in
different periods, and compare the impacts of different periods on the financial market. This paper concludes that
the overall risk spillover in the stock market was the greatest, and during trade frictions, the risk contagion in the
bond market and EPU increased significantly. When the relevant departments take regulatory measures for the
risk infection between financial markets, they should pay attention to the changes of Chinese and international
stock, bond and economic policies, and revise the policies in real time to prevent the outbreak of systemic
financial risks.

Keywords: financial risk; EPU; Sino-US trade friction; complex network; nonlinear Granger; grey theory
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