Highlights
• Geopolitical risk significantly raises stock price synchronicity in China.
• Digital finance buffers this effect, primarily through coverage breadth.
• A Hansen threshold model shows the buffer erodes above GPR = 0.754.
• Firm-level absorptive capacity significantly attenuates this erosion.
• Regional infrastructure and firm capacity are complements, not substitutes.

Graphical Abstract
[image: ]
image1.png
The Fragile Shield: Geopolitical Risk, Digital Finance, and Stock Price Synchronicity

Digital finance mitigates the impact of geopolitical risk on stock price synchronicity,
but the buffering effect weakens under extreme geopolitical uncertainity.

- Geopolitical Risk Stock Price Digital Finance
A (GPR) Increases Synchronicity mitigates (Coverage Breadth)
a » 4 PR ——

A Higher geopolitical (*) Lower price (') Improves information
uncertainty T informativeness 1 environment |,
(it The effectiveness of this buffering mechanism depends on ~===-=======-~ i}
v v
buffering effect of

GPR > 0.754: Buffering coefficient = -0.224 external digital finance.

Complementary rather than
substitutive relationship.

Buffering capacity deteriorates
under extreme geopolitical risk.
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Digital finance enhances stock price informativeness by mitigating the adverse effect
Key of geopolitical risk on stock price synchronicity. However, this protective effect weakens

Takeaway once geopolitical risk exceeds the estimated threshold and becomes less pronounced
for firms with stronger internal digital capability.
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