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The Impact of Economic Policy Uncertainty Index on the Volatility of US Stocks
——Analysis of Mediation Effect Based on US Dollar Index
Xinzhe Shen
Jiangnan University

[Abstract] By collecting and analyzing the three major indexes of the US stock market, the VIX index, the US
dollar index and the US economic policy uncertainty index from December 2013 to November 2023, this paper
establishes the relationship model between the economic policy uncertainty index, the US dollar index and the
volatility of the US stock market. The study found that the economic policy uncertainty index can positively
affect the volatility of the US market, and this effect is achieved by affecting the dollar index. When the index of
economic policy uncertainty rises, it will cause investors to increase the preventive demand for the dollar,
pushing the dollar index higher. A rise in the dollar index will lead to increased volatility in U. S. stocks. The
empirical results of this paper show that the economic policy uncertainty index completely affects the volatility
of US stocks completely through the intermediary role of the dollar index, that is, the dollar index plays a
complete intermediary role between the two. The policy recommendations include: the US government should
reduce economic policy uncertainty, and the Federal Reserve should moderately adjust its monetary policy to
avoid large fluctuations in the dollar. The research in this paper provides a policy reference for reducing the
fluctuation of the US stock market and maintaining the stability of the financial market.
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