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Uncertainty of economic policies in the fluctuation of the stock market of eight
countries, non-linear approach

Abstract

One of the most important issues in the capital market is the awareness of the amount of risk that
can affect the returns of companies’ shares and plays a significant role in decision-making. In this
regard, the pricing model of capital assets has been proposed and received the attention of
researchers. These models are influenced by various internal factors of companies and macro
variables, but one of the variables that has a close relationship with financial markets is the
uncertainty of economic policies; Therefore, the present study investigates the effects of the
uncertainty of economic policies on the stock market volatility in the D8 countries during the years
2000 to 2023 using the system generalized torque model. The results of the study show that the
first break in the stock market fluctuations, the uncertainty of economic policies and oil prices had
a positive effect on the stock market fluctuations, and the economic growth and the Covid-19 crisis
had a negative effect on the stock market fluctuations.

Keywords: Uncertainty of economic policies, stock market volatility, generalized method
of moments.
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