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AR t- stat CAR(0,2) t- stat CAR(0,5) t- stat

N 2018 3 23 5.42™ 5.90 4.74™ 4.24 3.69™ 3.48
2018 6 15 -2.01™ -4.99 -1.79" -2.06 0.72 0.86
2018 3 23 - 147 -17.98 1.50™ 14.33 3.36™ 24.94

2018 6 15 -2.32™ -32.28 -245™ -17.07 0.79™ 431
2018 7 10 -0.16™ -2.79 -0.13 -1.60 1.36™ 11.26

2018 3 23 -1.71™ -6.57 -0.02 -0.06 0.89° 1.93
N 2018 6 15 -3.22™ | -13.76 -3.22™ -8.17 -1.50™ -3.05
2018 7 10 -0.46™ -4.11 -0.80™ -4.07 1.49™ 4.62

2018 3 23 -1.76™ -5.65 0.89" 2.33 2.79™ 5.33

2018 6 15 -1.96™ -4.85 -1.05 -1.45 0.18 0.20

2018 3 23 -1.21™ -4.24 0.97™ 2.80 1.22™ 2.67
2018 6 15 -2.63™ -10.80 -3.07" -7.19 -0.89 -1.44

2018 7 10 -0.41" -2.30 -0.72" -2.47 0.80" 1.91

2018 3 23 -0.79" -2.11 0.15 0.29 0.71 1.13
X 2018 6 15 -2.67 -7.54 -3.71™ -8.02 -2.35™ -3.74
2018 7 10 -0.327 -1.98 -0.63™ -3.22 0.38 1.21

2018 3 23 -2.23™ -9.63 4.04™ 10.32 7.99™ 17.29

* 2018 6 15 -2.51™ -16.07 -4.72 -12.68 1.06™ 1.97
2018 7 10 - 1.54™ -10.68 -2.01™ -10.18 -0.35 -1.13

2018 3 23 -0.69™ -2.42 -0.68" -2.08 0.46 1.02
2018 6 15 -1.09™ -2.77 -1.69™ -3.76 -0.51 -1.04
2018 7 10 -0.74™ -5.60 -1.08™ -6.19 -0.96™ -3.37

2018 3 23 -0.69" -2.49 0.45 1.40 2.19" 5.48
2018 6 15 -2.39™ -7.27 -1.87™ -3.14 -1.99™ -3.19

2018 7 10 -0.40™ -2.50 -0.71™ -2.81 -0.46 -1.23

2018 3 23 -2.86™ -5.33 -0.20 -0.34 0.28 0.30

2018 6 15 -2.54™ -5.66 -4.05™ -3.93 -1.77 -1.55

2018 6 15 -2.46™ -4.45 -2.39” -2.28 0.58 0.44

2018 3 23 -1.60™ -3.08 1.18” 2.01 3.62™ 4.56

2018 6 15 -2.69™ -5.35 -2.28" -2.49 1.58" 1.78

2018 7 10 -0.85™ -3.13 -0.33 -0.99 2.28™ 3.23

2018 3 23 -2.04™ -491 1.09" 1.69 2.30™ 3.88

2018 6 15 -3.09™ -7.95 -4.40™ -4.98 -0.95 -0.78
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AR t- stat CAR(0,2) t- stat CAR(0,5) t- stat
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Beta Beta
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The Impact of the China US Trade Tensions on China’s Stock Market

Zhu Min' and Xu Zhongxiang”
1.National Institute of Financial Research Tsinghua University 2.PBC School of Finance Tsinghua University

Summary: China US trade tensions has brought a huge impact on the trade-related industries, and China’s stock
market has experienced a sharp decline. The purpose of this paper is to examine how the excess returns and systematic risks of
China’s stock market change after the trade friction events.

This paper selects 16 key nodes of the changing situation of the trade tensions as trade tensions events, and then
divides the events into positive and negative events. This paper employs event study analysis to study the trade tensions
impacts on the abnormal returns of the stocks. Moreover, the paper also measures the systematic risks of the stock market
through CAPM model, and examines the changes of systematic risks after the events.

The main results of this paper are as followed. The trade tensions events have a significant impact on the abnormal
returns of China’s stock market. Negative trade tensions events lead to negative abnormal returns in most industries except
agriculture, forestry, animal husbandry and fishery, but the impact time is short. When the trade situation improves,
positive abnormal returns are generated in some sectors. This paper further proves that negative trade tensions events
increase the short—term systematic risks in most sectors except agriculture, forestry, animal husbandry and fishery, while
the long—term systematic risks in most sectors are not negatively affected.

This paper makes the following contributions. It divides the China US trade tensions events into positive events and
negative events, and sheds light on how different sectors react to the different trade tensions events in terms of their returns
in China’s stock markets. Moreover, this research also considers the short—term and long—term changes of systematic risks in
different sectors. It provides a new perspective to understand the impact of the trade tensions on China’s stock market.

Keywords: China US Trade Tensions; Stock Market; Event Study; Systematic Risk

JEL Classification: C22, C51, G14
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