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		Abstract

		This paper examines how sovereign debt risk impacts the returns and volatility of banking sector stocks as well as the moderating influence of sovereign environmental, social, and governance (ESG) levels. We incorporate a time-varying factor copula model to calculate a systemic risk spillover indicator. Using data from 22 major countries, we show that sovereign debt risk reduces the returns and increases the volatility of banking sector stocks, while sovereign ESG levels can attenuate this impact. We also establish the spillover effects of sovereign debt risk from sample countries on the systemic risk of the banking sector in China. 
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