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ABSTRACT

Against the backdrop of China—US trade frictions, technology controls, and the rapid
diffusion of artificial intelligence, Chinese local governments have rolled out
computing-power subsidies, typically computing vouchers, since 2023. This paper asks a
resource-allocation question: do these subsidies change how firms choose between real
R&D and speculative financial assets? Rather than treating the trade war.as background,
we introduce it as a variable: in the theoretical model, trade-war exposure reduces the
availability of R&D technology, raises R&D costs, and tightens_the ‘competition for
internal resources; in the empirical equation, exposure enters alongside the subsidy and
their interaction. The theory answers three questions only: why the interaction term must
exist, what sign each coefficient should take, and why R&D and financialization may fall
together under a trade war. Linearizing the two first-order conditions around the firm's
operating point yields the comparative statics behind three testable propositions, and a
first-order Taylor expansion of the optimal choices yields the single estimating equation
used throughout.

Using 179,138 firm-quarter observations of 5,336 non-financial A-share firms from
2018Q1 to 2026Q1, with unreported financial-asset and R&D line items treated as zero, we
find that the subsidy reduces overall.financialization by 0.85 percentage points (about 8%
of the sample mean) and narrow speculative financialization by 0.71 points (about 16% of
its mean). A one-standard-deviation increase in trade-war exposure reduces
financialization by a further 0.23 points, and the subsidy's restraint on financialization
strengthens by 0:57 /points among more exposed firms. Exposure also lowers R&D
intensity, as the theory predicts; the R&D effect of the subsidy is positive but insignificant.
Event studies show no systematic pre-policy divergence in financialization and a gradual
post-policy’decline; in-a placebo test with 150 random permutations of policy timing, the
true’ coefficient lies at the 8.0th percentile of the pseudo distribution. Mechanism tests
reveal a valuation premium for Al-concept identity, but the subsidy does not induce firms
to acquire that identity and financialization suffers a valuation discount, so no arbitrage

chain forms.

Key words: Computing-power subsidies; Corporate financialization; Trade policy

uncertainty; R&D investment; Difference-in-differences
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