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Table 1 Economic policy uncertainty relative risk aversion and stochastic discount factor

T T
y=2 | y=4 | y=6 | y=8 | y=10 | y=2 | y=4 | y=6 | y=8 | y=10 (%)
0.01 | 0.2821 |0.5642 | 0.8463 | 1.1284 | 1.4105 | 0.2905 | 0.5810 | 0.871'5 | 1.1620 | 1.4525 2.98
0.02 | 0.3004 | 0.6008 | 0.9012 | 1.2016 | 1.5020 | 0.3340 | 0.6679 | 1.0019 | 1.3359 | 1.669 9 11.18
0.03 | 0.3309 | 0.6618 | 0.9926 | 1.3235 | 1.6544 | 0.4064 | 0.8129 | 1.2193 | 1.6257 | 2.0322 |  22.83
0.04 |0.3736 | 0.7471 [ 1.1207 | 1.4943 | 1.8678 | 0.5079 | 1.0158 | 1.5237 | 2.0315 | 2.5394 |  35.96
0.05 |0.4284 |0.8569 | 1.2853 | 1.7138 | 2.1422 | 0.6383 | 1.2766 | 1.9150 | 2.5533 | 3.1916 |  48.99
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Table 2 Economic policy uncertainty relative risk aversion and stock returns
T T /
y=2 | y=4 | y=6 | y=8 | y=10 | y=2 | y=4 | y=6 | y=8 | y=10 (%)
0.01 0.0398 [ 0.0796 | 0.1194 [ 0.1592 | 0.1989 | 0.0422 [ 0.0844 [ 0.1266 | 0.168 8 | 0.2110 6.04
0.02 0.0451 | 0.0902 | 0.1354 | 0.1805 | 0.2256 | 0.0558 | 0.1115 | 0.1673 | 0.2231 | 0.278 8 23.61
0.03 0.0547 | 0.1095 | 0.1642 | 0.2190 | 0.2737 | 0.0826 | 0.1652 | 0.2478 | 0.3304 | 0.413 0 50. 88
0.04 0.0698 | 0.1395 | 0.2093 | 0.2791 | 0.3489 | 0.1290 | 0.2579 | 0.3869 | 0.5159 | 0.644 9 84.84
0.05 0.0918 | 0.1836 | 0.2753 | 0.367 1 | 0.4589 | 0.2037 | 0.4075 | 0.6112 | 0.8149 | 1.0186 121.97
3 N
Table 3 Economic policy uncertainty stock volatility and stock correlation coefficient
T T (%) T T /(%)
0.01 0.141 0 0.1452 2.98 0.207 4 0.216 9 4.58
0.02 0.150 2 0.167 0 11.18 0.229 8 0.268 0 16.62
0.03 0.165 4 0.203 2 22.83 0.267 3 0.3515 31.50
0.04 0.186 8 0.253 9 35.96 0.3194 0.458 4 43.52
0.05 0.214 2 0.3192 48.99 0.383 7 0.572 1 49.10
3
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Weitzman '
(1) = (1 +"2z)"'(}”i)2 (22)
3.1 s
Brogaard  Detzel ** " ]
o
ACF,, = a; + BACF,,_, + yAEPU, |, + n,,
(21) M o 0.099 0.017
ACF 0% 2 ~10 3 1 ~
.AEPU 20
1 1



Fig. 1 Diagram about the relationship among economic policy uncertainty

coefficient of relative risk aversion and stochastic discount factor
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Table 4 Economic policy uncertainty enterprise cash flow and

correlation coefficient

i ACF : COR
1-1 1-2
—-0.008 9 *** 0.042 2%**
AEPU( -1) EPU
-2.73 3.88
-0.104 8*** 1.873 1%+
ACF( -1) HJ
-25.51 6.27
-0.430 6**
CI
-2.30
3.398 7**
Qxyc
2.29
R? 0.007 5 R? 0.2189
F 329.57 F 12.05
N 10% 5% 1%
1-1 1-2 (21) (24)
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Table 5 Variable statistic description
VOL3 0.077 4 0.033 9 0.034 9 0.068 5 0.161 0
VOL5 0.078 1 0.033 7 0.035 8 0.069 1 0.160 9
EPU 1.287 8 0.826 3 0.090 7 1.047 5 5.5822
mv 22.111 0 1.173 7 18.462 6 21.3250 29.384 0
BM 0.378 3 0.2324 0.075 1 0.326 0 0.916 8
MOM -0.000 5 0.156 1 -1.730 8 0.000 8 3.1358
REV -0.004 1 0.482 2 -2.992 1 0.000 0 3.3823
HJ 0.986 0 0.031 6 0.9252 0.983 1 1.040 0
EO 0.636 5 0.4810 0.000 0 1.000 0 1.000 0
ROE 0.048 7 0.066 0 -0.078 1 0.0356 0.2019
1P 0.145 4 0.230 6 -0.176 9 0.093 5 0.769 0
oc 0.564 8 0.158 8 0.013 2 0.574 0 1.018 1
TR 0.409 8 0.3490 0.0520 29.022 0 1.296 2
Lig 0.001 9 0.002 7 0.000 0 0.000 7 0.0100
COR 0.289 1 0.0450 0.055 8 0.288 0 0.6153
Cl 1.067 3 0.1133 0.970 0 1.066 0 1.1410
QXYC 0.010 9 0.005 5 0.000 3 0.009 8 0.023 3
: VoL3  VOLS Fama-<¥rench . COR.
CI.QXYC . . . OC.TR.Liq . .
4.4
4.4.1
1) .
EPU
5 25
6 VoL3 VOLS
7
2%
2%
0.9% 5%
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Table 6 Univariate classification of economic policy uncertainty and traditional risk factors
VOL3 VOL5
EPU SIZE BM Mom REV EPU SIZE BM Mom REV
P1 7.51 8.11 7.97 7.99 7.91 7.59 8.18 8.06 8.06 7.99
P2 6.92 8.22 8.04 8.00 8.03 7.01 8.28 8.11 8.07 8.10
P3 7.55 8.11 8.11 7.99 8.04 7.63 8.18 8.18 8.07 8.11
P4 8.25 7.83 7.97 7.91 7.93 8.29 7.90 8.04 7.98 7.98
Ps 9.57 7.25 7.63 7.87 7.94 9.63 7.36 7.68 7.93 8.01
2.06* | -0.86™*| -0.34 | -0.12 0.04 2.04™F | -0.82"*| -0.38 -0.13 0.02
o 0.026 0.035 0.412 0.766 0.930 0.029 0.044 0.355 0.754 0.959
p R 10% 5% 1%
7
Table 7 Bivariate classification of economic policy uncertainty and traditional risk factors
VOL3 VOL5
EPU/SIZE P1 P2 P3 P4 PS5 EPU/SIZE Pl P2 P3 P4 Ps5
P1 7.60 7.71 7.61 7.23 6.37 P1 7.71 7.77 7.68 7.30 6.31
P2 7.00 7.11 7.02 6.83 6.47 P2 7.10 7.20 7.10 6.90 6.56
P3 7.62 7.76 7.67 7.25 6.72 P3 7.70 7.82 7.74 7.33 6.95
P4 8.34 8.50 8.37 8.13 7.60 P4 8.36 8.52 8.40 8.17 7.75
Ps 9.86 9.89 9.77 9.48 8.76 Ps 9.90 9.95 9.84 9.54 8.85
2,267 | 2.197F | 2.16™F | 2.25™ | 2.39** 2.197% | 2.17% | 2.16™ | 2,247 |2.547%
P5-P1 P5-P1
0.018 | 0.022 | 0.022 | 0.017 | 0.011 0.023 | 0.024 | 0.023 | 0.019 | 0.008
EPU/BM P1 P2 P3 P4 P5 EPU/BM P1 P2 P3 P4 P5
P1 7.42 7.57 7.61 7.41 6.87 P1 7.53 7.63 7.67 7.53 6.79
P2 6.85 6.94 7.02 6.99 6.86 P2 6.98 7.02 7.10 7.07 6.91
P3 7.53 7.60 7.63 7.41 7.04 P3 7.63 7.68 7.71 7.48 7.20
P4 8.21 8.29 8.40 8.29 7.83 P4 8.25 8.33 8.45 8.32 7.90
Ps5 9.73 9.67 9.75 9.54 9.22 Ps 9.80 9.75 9.84 9.59 9.24
2,327 | 20117 | 2,157 | 2.13%F | 2.35% 2.287F | 2,127 | 2,177 | 2,067 | 2.45%F
P5-P1 P5-P1
0.015 | 0.024 | 0.022 | 0.025 | 0.014 0.019 | 0.025 | 0.021 0.030 | 0.012
EPU/MOM P1 P2 P3 P4 P5 EPU/MOM P1 P2 P3 P4 P5
Pl 7.46 7.54 7.55 7.30 7.32 Pl 7.53 7.62 7.64 7.41 7.38
P2 6.88 6.94 6.94 6.90 6.98 P2 6.98 7.03 7.03 6.98 7.06
P3 7.58 7.56 7.55 7.59 7.36 P3 7.67 7.64 7.63 7.65 7.45
P4 8.23 8.25 8.27 8.17 8.01 P4 8.28 8.28 8.30 8.22 8.04
P5 9.66 9.60 9.55 9.47 9.45 P35 9.71 9.65 9.63 9.52 9.52
2.20%% [ 2.06™F | 2.00** |2.17** | 2.13** 2.19%% 12,037 | 1.99%* | 2.117* | 2.14™*
P5-P1 P5 -P1
0.022 | 0.028 | 0.030 | 0.016 | 0.022 0.024 | 0.031 0.032 | 0.020 | 0.023
EPU/REV P1 P2 P3 P4 P5 EPU/REV P1 P2 P3 P4 pP5
P1 7.45 7.53 7.65 7.37 7.42 P1 7.55 7.61 7.75 7.44 7.49
P2 6.81 7.06 6.94 6.95 6.86 P2 6.93 7.16 7.01 7.02 6.94
P3 7.46 7.62 7.56 7.39 7.53 P3 7.57 7.70 7.63 7.44 7.60
P4 8.13 8.25 8.32 8.16 8.24 P4 8.18 8.29 8.34 8.18 8.29
P5 9.59 9.53 9.58 9.56 9.55 P5 9.63 9.58 9.64 9.63 9.64
2,147 12,007 | 1.93* [2.19™* | 2,137 2.08™F | 1.977% | 1.89™* | 2.19™* | 2.15™*
P5-P1 P5 -P1
0.019 | 0.031 0.041 0.021 0.024 0.023 | 0.035 | 0.048 | 0.022 | 0.024
ek ek

10% ~ 5% 1%
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Table 8 Bivariate classification of economic policy uncertainty and enterprise heterogeneity
VOI3 VOL5
EPU/ROE Pl P2 P3 P4 P5 EPU/ROE Pl P2 P3 P4 Ps
P1 7.62 7.74 7.56 7.25 6.85 P1 7.73 7.82 7.61 7.30 6.94
P2 7.03 7.15 6.98 6.72 6.50 P2 7.14 7.23 7.04 6.78 6.67
P3 7.67 7.75 7.62 7.33 7.04 P3 7.77 7.82 7.67 7.38 7.22
P4 8.37 8.50 8.33 8.05 7.73 P4 8.38 8.52 8.36 8.10 7.86
P5 9.77 9.86 9.77 9.39 8.97 P5 9.82 9.93 9.84 9.45 9.03
s _pl 20147 [ 2,127 | 2,217 | 2,147 | 2,127 s _pl 2,097 | 2,117 | 2.237% | 2,157 | 2.09**
0.022 0.026 0.019 0.019 0.014 0.028 0.029 0.020 0.020 0.014
EPU/IP P1 P2 P3 P4 P5 EPU/IP P1 P2 P3 P4 P5
P1 7.54 7.56 7.51 7.45 7.16 P1 7.66 7.63 7.57 7.54 7.26
P2 6.92 6.97 6.92 6.87 6.85 P2 7.06 7.04 6.99 6.95 6.93
P3 7.57 7.59 7.54 7.52 7.58 P3 7.68 7.64 7.61 7.60 7.64
P4 8.24 8.32 8.25 8.16 8.26 P4 8.27 8.34 8.28 8.22 8.31
P5 9.67 9.62 9.54 9.41 9.60 P5 9.72 9.67 9.59 9.48 9.67
s _p1 2,137 12.06% | 2.02° | 1.967F | 2.447* s _p1 2.06% [ 2.04™F | 2,027 | 1.947% | 2.41**
0.022 0.026 0.030 0.031 0.013 0.027 0.028 0.030 0.035 0.016
EPU/EO EPU/EO
P1 7.72 7.76 P1 7.85 7.90
P2 7.27 7.35 P2 7.36 7.46
P3 8.03 8.08 P3 8.13 8.18
P4 8.90 8.99 P4 8.93 8.99
pP5 9.96 9.80 pP5 10. 05 9.84
P5 -P1 2.24** 0.035 2.05° 0.054 P5 -P1 2.20™* 0.043 1.94" 0.073
p R 10% 5% 1%
4.4.3
(4.81% 4.84%)
1999  ~2002 (2.87% 2.78%) .
22003 ~2007 2008 ~2016
15
9
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(2008 ~2016 )
(3.57% 3.58%)
9
Table 9 Bivariate classification of economic policy uncertainty and external environment
VOL3 VOLS
EPU/H] P1 P2 P3 EPU/H] P1 P2 P3
P1 6.60 7.33 7.59 P1 6.65 7.44 7.69
P2 7.08 5.67 8.10 P2 7.09 5.77 8.18
P3 7.84 6.21 8.03 P3 7.93 6.36 8.13
P4 9.72 6.22 9.22 P4 9.82 6.27 9.27
P5 11.41 7.83 10. 47 P5 11.49 7.84 10. 47
PS — Pl 4.81** 0.50 2.87** P — Pl 4,847 0.40 2.787**
0.012 0.728 0.019 0.013 0.771 0.022
EPU/ 1999 ~2002 2003 ~2007 2008 ~2016 | EPU/ 1999 ~2002 2003 ~2007 2008 ~2016
Pl 6.34 8.16 6.74 P1 6.45 8.32 6.79
P2 6.96 7.62 8.44 P2 6.96 7.68 8.44
P3 6.34 7.07 8.36 P3 6.49 7.17 8.38
P4 6.54 6.96 9.48 P4 6.69 7.08 9.53
P5 7.36 9.06 10.31 pP5 7.47 9.14 10.37
s _p1 1.02 0.90 3.57 7% P — P1 1.02 0.82 3.58***
0.589 0.684 0.008 0.577 0.712 0.010
p N 10% 5% 1%
5 VOL., = a + yEPU, + B,CONTROLS, , +
Mt t e, (27)
EPU VOL, , it EPU
CONTROL
5.1 6 M L
1373 Ul &y
T =213 Stata N N N
xtreg
1) (0C)
Hausman
Hausman p 0.000
5% “ 10
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1%
3) ( Lig) EPU 0.005 9
0.005 7
Amihud Pastor-Stambaugh
Amihud @
10
Amihud Table 10 Regression results of enterprise panel data model
W, . . .
Amihud, . = Wiz T : (28) o S
W, . i T T, EPU 0.005 9*** 56.11 0.005 7*** 53.70
i w T. . i MV 0.006 8*** 27.85 0.006 9*** 28.33
w ( ). BM 0.009 9*** 14.96 0.009 7% 14.83
1 5 (27) MOM  |-0.014 5% _-22.22 |-0.015 1*** -23.52
REV 0.006 7 18.32 0.006 6** 17.98
VOL,, = a+y,EPU, +y,ROE, +y,ROE, * EPU, + oc -0.007 7% -5.06 | -0.008 3*** -5.50
B.CONTROLS, |+, + 1, + ¢, TR 0.043 5% 85.42 0.043 1% 84.67
(29) Lig 3.822 6% 77.16 3.951 9% 79.72
VOL,, = a + y,EPU, + y,IP, + y,IP, » EPU, + r 01947 01932
F 1.892.91 1 885.98
BLONTROLS,, + i+, + 2., NN 10% 5% 1%
(30) 2-1 2-2 (27)
VOL,, =a + v, EPU, + y,EO, + y,EO, * EPU, +
B.CONTROLS,; , +u; + 1, + &;, 5.2.2 N
(31)
VOL,, =a + y,EPU, + vy, H], +v,H], * EPU, + (29) (31)
B;CONTROLS, , + u;, +m, + &;,
(32) 11
VOL,, =a + yEPU, +y,EPU.D,, +y,EPU,D,, +
BCONTROLS,, +w, +7, +¢, ,
(33)
EO.ROE.IP . 3-1 3-8 EPU
1 <2003 1 D, =0
D,, =0; 2003 1 <:<2007 12 3-1 3-2  EPUXROE
D ,=1D,, =0,; t=2008 1 D, =1
D,, =1. ; 3-3 3-4 EPUXx
5.2 1P
5.2.1 3-5
(27) 3-6 EPUxEO

10
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Table 11 Regression results of enterprise heterogeneous model
VOIL3 VoL vorL3 VOIS vor3 VoL Vor3 VoLs
3-1 3-2 3-3 3-4 3-5 3-6 3-7 3-8
oPU 0.006 7% |0.006 3*** [0.006 1*** | 0.005 §*** 0.004 1 | 0.004 0*** | 0.005 5*** 0.005 4 ***
45.13 42.62 47.33 45.64 20.35 19.62 20.55 19.88
ROE -0.0023 |-0.006 1** ~0.006 0 -0.007 2
-0.76 -2.06 -1.53 -1.81
CPU % ROE —0.018 1**%-0.016 1 *** —0.024 6% | —0.023 4%*
X ’
-8.68 -7.67 -10.77 -10.14
» -1.71E =06/ —-3.09E - 06 ** -3.96E -06** | —=4.70E - 06 **
-1.55 -2.48 -2.08 -2.40
EPU X IP —0.001 4™ -0.001 5*** -0.001 1" -0.001 17
X
-2.67 -2.90 -1.73 -1.82
0 ~0.000 7 -0.000 6 ~0.000 3 -0.000 3
’ -0.86 -0.75 -0.31 ~0.35
LPU X EO ~0.000 5" ~0.0005% | —0.000 9*** | -0.000 9***
X
-1.89 -1.83 -3.12 -3.14
. 0.007 17 0.007 2*** [0.006 9*** | 0.007 0*** 0.007 2% | 0.007 3*** | 0.007 6*** 0.007 8 ***
28.92 29.33 27.70 28.31 24.84 25.55 26.26 27.04
o 0.009 6*** |0.009 3*** [0.009 9*** | 0.009 7*** 0.008 2% | 0.007 9*** | 0.008 0*** 0.008 0 ***
14.07 13.73 14. 80 14. 66 7.39 7.13 7.07 7.10
ou —-0.014 4**%-0.015 0***-0.014 6 ***| -0.0153*** | —0.026 1 *** |-0.026 4***| —0.026 3*** | -0.026 6***
-21.87 -23.14 -21.90 -23.21 -31.83 -32.28 -32.06 -32.45
REV 0.006 9™ |0.006 8 *** [0.006 9*** | 0.006 §*** 0.015 87 [ 0.0159* | 0.016 1*** 0.016 3%
18.62 18.39 18.61 18.24 25.30 25.60 25.65 26.07
oc —0.004 5***-0.005 0***-0.006 7*** -0.007 3*** 0.000 8 0.000 2 0.006 4*** 0.005 8 **
’ -2.82 -3.20 -4.21 -4.64 0.36 0.09 2.83 2.55
- 0.043 47 10,042 9% [0.043 5% | 0.043 0*** 0.036 6% | 0.036 5% | 0.036 1*** 0.036 0***
84.43 83.59 84.76 84.07 54.92 54.95 53.77 53.74
g 3.834 6% |3,957 9% |3.812 6% | 3,943 3% 3.683 8% [ 3.916 3% | 3,670 2% 3.884 7%
iq
77.44 79.68 76.62 79.24 53.28 56.03 52.54 54.61
R 0.199 7 0.198 3 0.194 3 0.192 8 0.2225 0.2218 0.233 3 0.2319
F 1521.63 | 1520.39 | 1518.31 1513.44 818.75 858.55 599.73 629.57
gL e 10% 5% 1% 3-1 3-2 (29) : 3-3
3-4 (30) : 3-5 3-6 (31) : 3-7 3-8
(29) (31)
5.2.3 N 4 -1 4 -2 EPU x HJ
(32) (33) 4 -
4 -4 Y1
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Y2
4 5
12
Table 12 Regression results of external environment model
: VoI3 : VoI5 : VoL3 : VoI5
4 -1 4-2 4-3 4-4
EPU 0.368 9** 103.01 0.369 9*** 102.19 0.006 7*** 37.62 0.006 7*** 38.64
HJ 0.104 3™** 19,78 0.111 8*** 20.51
EPU x HJ -0.381 4™ _-103.55 [-0.382 7" -102.81
71 -0.009 8*** -50.52 | -0.009 8*** -49.97
72 0.009 0*** 37.45 0.008 8*** 36.81
MV 0.002 5*** 11.31 0.002 6*** 12.00 0.004 9*** 18.93 0.005 0*** 19.65
BM 0.016 2™ 26.04 0.015 7*** 25.73 0.013 5*** 18.09 0.013 6*** 18.37
MOM -0.011 9™ ~19.12 | =0.0124™* -20.32 | -0.014 3™ -21.79 | -0.014 9** 23,05
REV 0.005 5™ 16.98 0.005 4™** 16. 64 0.006 3*** 16.97 0.006 1*** 16.63
oc -0.010 0™ -7.32 | -0.010 7*** -7.88 | —0.0036*** -2.27 | -0.0047** -2.92
TR 0.037 4™ 82.52 0.037 0™** 81.40 0.044 7*** 85.18 0.044 3*** 84,63
Lig 3.335 6™ 76.56 3.466 5% 79.31 4.000 0™** 84.83 4.116 6™ 86.36
R? 0.291 1 0.287 9 0.215 1 0.2132
F 3375.52 3 486.71 1744.79 1756.23
t N 10% 5% 1% 4-1 4-2 (32) ; 4-3
4-4 (33)

EPU
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Economic policy uncertainty and stock risk characteristics

CHEN Guo+in' > ZHANG Run—=e® ZHAO Xiang-gin'
1. School of Economics Xiamen University Xiamen 361005 China;

2. Wang Yanan Institute for Studies in Economics Xiamen University Xiamen 361005 China;

3. Post-Doctoral Research Center Guosen Securities Co. Ltd Shenzhen 518001 China

Abstract: This paper introduces economic policy uncertainty into a stochastic discount model. Via parameter
calibration and static analysis the dynamic characteristics of stock risks resulted from different policy uncer—
tainties are investigated. The channel through which policy uncertainty affects stock risk is simulated empiri—
cally and the effect of policy uncertainty on stock risk is simulated by portfolio analysis to verify the applica—
bility of the theoretical model in China. Finally the panel model is used to quantitatively analyze the relation—
ship between policy uncertainty and stock risks. The results show that policy uncertainty can improve stock
risk through the enterprise’ s cash flow discounting factors and correlation coefficient and the improvement is
still significant after controlling traditional risk factors corporate heterogeneity and external environmental
factors. Companies that are non-state-owned having lower return on invested capital and lower asset growth
rate manifest greater stock risks when policy uncertainty is higher. The magnitude of influence of policy uncer—
tainty on stock risk is larger when the economy is weaker and the policy environment is more unstable.

Key words: economic policy uncertainty; stock risk; transmission mechanism; panel regression
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Addendum table 1 Economic policy uncertainty relative risk aversion and stochastic discount factor
o, o, y=2 y=4 y=6 y=8 y=10 | y=2 y=4 y=6 y=8 y=10
0.01 0.2830 | 0.5659 | 0.8489 | 1.1318 | 1.4148 | 0.2905 | 0.5810 | 0.8715 | 1.1620 | 1.4525
0.02 0.3038 | 0.6077 | 0.9115 | 1.2153 | 1.5191 | 0.3340 | 0.6679 | 1.001 9 | 1.3359 | 1.669 9
0.1 0.03 0.3386 | 0.6772 | 1.0159 | 1.3545 | 1.6931 | 0.4064 | 0.8129 | 1.2193 | 1.6257 | 2.0322
0.04 0.3873 | 0.7746 | 1.1620 | 1.5493 | 1.9366 | 0.5079 | 1.0158 | 1.5237 | 2.0315 | 2.5394
0.05 0.4499 | 0.8999 | 1.3498 | 1.7997 | 2.2497 | 0.6383 | 1.276 6 | 1.9150 | 2.5533 | 3.1916
0.01 0.2827 | 0.5653 | 0.8480 | 1.1307 | 1.4133 | 0.2905 | 0.5810 | 0.8715 | 1.1620 | 1.4525
0.02 0.3027 | 0.6054 | 0.9080 | 1.2107 | 1.5134 | 0.3340 | 0.6679 | 1.001 9 | 1.3359 | 1.669 9
0.2 0.03 0.3360 | 0.6720 | 1.008 1 1.344 1 1.6801 | 0.4064 | 0.8129 | 1.2193 | 1.6257 | 2.0322
0.04 0.3827 | 0.7654 | 1.1481 | 1.5308 | 1.9135 | 0.5079 | 1.0158 | 1.5237 | 2.0315 | 2.5394
0.05 0.4427 | 0.8855 | 1.3282 | 1.7709 | 2.2136 | 0.6383 | 1.276 6 | 1.9150 | 2.5533 | 3.1916
0.01 0.2824 | 0.5648 | 0.847 1 1.1295 | 1.4119 | 0.2905 | 0.5810 | 0.8715 | 1.1620 | 1.4525
0.02 0.3015 | 0.6031 | 0.9046 | 1.2061 1.5076 | 0.3340 | 0.6679 | 1.0019 | 1.3359 | 1.669 9
0.3 0.03 0.3334 | 0.6669 | 1.0003 | 1.3338 | 1.6672 | 0.4064 | 0.8129 | 1.2193 | 1.6257 | 2.0322
0.04 0.3781 | 0.7562 | 1.1344 | 1.5125 | 1.8906 | 0.5079 | 1.0158 | 1.5237 | 2.0315 | 2.5394
0.05 0.4356 | 0.871'1 | 1.3067 | 1.7422 | 2.1778 | 0.6383 | 1.276 6 | 1.9150 | 2.5533 | 3.1916
0.01 0.2821 | 0.5642 | 0.8463 | 1.1284 | 1.4105 | 0.2905 | 0.5810 | 0.8715 | 1.1620 | 1.4525
0.02 0.3004 | 0.6008 | 0.9012 | 1.2016 | 1.5020 | 0.3340 | 0.6679 | 1.001 9 | 1.3359 | 1.669 9
0.4 0.03 0.3309 | 0.6618 | 0.9926 | 1.3235 | 1.6544 | 0.4064 | 0.8129 | 1.2193 | 1.6257 | 2.0322
0.04 0.3736 | 0.747 1 1.1207 | 1.4943 | 1.8678 | 0.5079 | 1.0158 | 1.5237 | 2.0315 | 2.5394
0.05 0.4284 | 0.8569 | 1.2853 | 1.7138 | 2.1422 | 0.6383 | 1.276 6 | 1.9150 | 2.5533 | 3.1916
0.01 0.2818 | 0.5636 | 0.8454 | 1.1273 | 1.4091 | 0.2905 | 0.5810 | 0.8715 | 1.1620 | 1.4525
0.02 0.2993 | 0.5985 | 0.8978 | 1.197 1 1.4963 | 0.3340 | 0.6679 | 1.0019 | 1.3359 | 1.669 9
0.5 0.03 0.3283 | 0.6567 | 0.9850 | 1.3134 | 1.6417 | 0.4064 | 0.8129 | 1.2193 | 1.6257 | 2.0322
0.04 0.3691 | 0.7381 | 1.1072 | 1.4762 | 1.8453 | 0.5079 | 1.0158 | 1.5237 | 2.0315 | 2.5394
0.05 0.4214 | 0.8428 | 1.2642 | 1.6856 | 2.1070 | 0.6383 | 1.2766 | 1.9150 | 2.5533 | 3.1916
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Addendum table 2 Economic policy uncertainty relative risk aversion and stock returns
T
o, o, y=2 v=4 v=6 y=8 v =10 y=2 v=4 y=6 v=8 vy=10
0.01 0.0400 | 0.0801 | 0.1201 | 0.1601 | 0.2002 | 0.0422 | 0.0844 | 0.1266 | 0.1688 | 0.2110
0.02 0.0462 | 0.0923 | 0.1385 | 0.1846 | 0.2308 | 0.0558 | 0.1115 | 0.1673 | 0.2231 | 0.278 8
0.1 0.03 0.0573 | 0.1147 | 0.1720 | 0.2293 | 0.2867 | 0.0826 | 0.1652 | 0.2478 | 0.3304 | 0.4130
0.04 0.0750 | 0.1500 | 0.2250 | 0.3000 | 0.3750 | 0.1290 | 0.2579 | 0.3869 | 0.5159 | 0.6449
0.05 0.1012 | 0.2024 | 0.3037 | 0.4049 | 0.5061 | 0.2037 | 0.4075 | 0.6112 | 0.8149 | 1.018 6
0.01 0.0400 | 0.0799 | 0.1199 | 0.1598 | 0.1998 | 0.0422 | 0.0844 | 0.1266 | 0.1688 | 0.2110
0.02 0.0458 | 0.0916 | 0.1374 | 0.1832 | 0.2290 | 0.0558 | 0.1115 | 0.1673 | 0.223 1 | 0.278 8
0.2 0.03 0.0565 | 0.1129 | 0.1694 | 0.2258 | 0.2823 | 0.0826 | 0.1652 | 0.2478 | 0.3304 | 0.4130
0.04 0.0732 | 0.1465 | 0.2197 | 0.2929 | 0.3662 | 0.1290 | 0.2579 | 0.3869 | 0.5159 | 0.6449
0.05 0.0980 | 0.1960 | 0.2940 | 0.3920 | 0.4900 | 0.2037 | 0.4075 | 0.6112 | 0.8149 | 1.018 6
0.01 0.0399 | 0.0797 | 0.1196 | 0.1595 | 0.1993 | 0.0422 | 0.0844 | 0.1266 | 0.1688 | 0.2110
0.02 0.0455 | 0.0909 | 0.1364 | 0.1818 | 0.2273 | 0.0558 | 0.1115 | 0.1673 | 0.2231 | 0.278 8
0.3 0.03 0.0556 | 0.1112 | 0.1668 | 0.2224 | 0.2780 | 0.0826 | 0.1652 | 0.2478 | 0.3304 | 0.4130
0.04 0.0715 | 0.1430 | 0.2145 | 0.2859 | 0.3574 | 0.1290 | 0.2579 | 0.3869 | 0.5159 | 0.644 9
0.05 0.0949 | 0.1897 | 0.2846 | 0.3794 | 0.4743 | 0.2037 | 0.4075 | 0.6112 | 0.8149 | 1.0186
0.01 0.0398 | 0.0796 | 0.1194 | 0.1592 | 0.1989 | 0.0422 | 0.0844 | 0.1266 | 0.1688 | 0.2110
0.02 0.0451 | 0.0902 | 0.1354 | 0.1805 | 0.2256 | 0.0558 | 0.1115 | 0.1673 | 0.2231 | 0.278 8
0.4 0.03 0.0547 | 0.1095 | 0.1642 | 0.2190 | 0.2737 | 0.0826 | 0.1652 | 0.2478 | 0.3304 | 0.4130
0.04 0.0698 | 0.1395 | 0.2093 | 0.2791 | 0.3489 | 0.1290 | 0.2579 | 0.3869 | 0.5159 | 0.6449
0.05 0.0918 | 0.1836 | 0.2753 | 0.367 1 | 0.4589 | 0.2037 | 0.4075 | 0.6112 | 0.8149 | 1.018 6
0.01 0.0397 | 0.0794 | 0.1191 | 0.1588 | 0.1986 | 0.0422 | 0.0844 | 0.1266 | 0.1688 | 0.2110
0.02 0.0448 | 0.0896 | 0.1343 | 0.1791 | 0.2239 | 0.0558 | 0.1115 | 0.1673 | 0.2231 | 0.278 8
0.5 0.03 0.0539 | 0.1078 | 0.1617 | 0.2156 | 0.2695 | 0.0826 | 0.1652 | 0.2478 | 0.3304 | 0.4130
0.04 0.0681 | 0.1362 | 0.2043 | 0.2724 | 0.3405 | 0.1290 | 0.2579 | 0.3869 | 0.5159 | 0.6449
0.05 0.0888 | 0.1776 | 0.2664 | 0.3551 | 0.4439 | 0.2037 | 0.4075 | 0.6112 | 0.8149 | 1.018 6
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Addendum table 3 Economic policy uncertainty relative risk aversion and stock volatility
T
o, o, y=2 v =4 v=6 y=8 y=10 y=2 y=4 y=6 y=8 v=10
0.01 0.1415 | 0.1415 | 0.1415 | 0.1415 | 0.1415 | 0.1452 | 0.1452 | 0.1452 | 0.1452 | 0.1452
0.02 0.1519 | 0.1519 | 0.1519 | 0.1519 | 0.1519 | 0.1670 | 0.1670 | 0.1670 | 0.1670 | 0.1670
0.1 0.03 0.1693 | 0.1693 | 0.1693 | 0.1693 | 0.1693 | 0.2032 | 0.2032 | 0.2032 | 0.2032 | 0.203 2
0.04 0.1937 | 0.1937 | 0.1937 | 0.1937 | 0.1937 | 0.2539 | 0.2539 | 0.2539 | 0.2539 | 0.2539
0.05 0.2250 | 0.2250 | 0.2250 | 0.2250 | 0.2250 | 0.3192 | 0.3192 | 0.3192 | 0.3192 | 0.3192
0.01 0.1413 | 0.1413 | 0.1413 | 0.1413 | 0.1413 | 0.1452 | 0.1452 | 0.1452 | 0.1452 | 0.1452
0.02 0.1513 | 0.1513 | 0.1513 | 0.1513 | 0.1513 | 0.1670 | 0.1670 | 0.1670 | 0.1670 | 0.1670
0.2 0.03 0.1680 | 0.1680 | 0.1680 | 0.1680 | 0.1680 | 0.2032 | 0.2032 | 0.2032 | 0.2032 | 0.203 2
0.04 0.1914 | 0.1914 | 0.1914 | 0.1914 | 0.1914 | 0.2539 | 0.2539 | 0.2539 | 0.2539 | 0.2539
0.05 0.2214 | 0.2214 | 0.2214 | 0.2214 | 0.2214 | 0.3192 | 0.3192 | 0.3192 | 0.3192 | 0.3192
0.01 0.1412 | 0.1412 | 0.1412 | 0.1412 | 0.1412 | 0.1452 | 0.1452 | 0.1452 | 0.1452 | 0.1452
0.02 0.1508 | 0.1508 | 0.1508 | 0.1508 | 0.1508 | 0.1670 | 0.1670 | 0.1670 | 0.1670 | 0.1670
0.3 0.03 0.1667 | 0.1667 | 0.1667 | 0.1667 | 0.1667 | 0.2032 | 0.2032 | 0.2032 | 0.2032 | 0.203 2
0.04 0.1891 | 0.1891 | 0.1891 | 0.1891 | 0.1891 | 0.2539 | 0.2539 | 0.2539 | 0.2539 | 0.2539
0.05 0.2178 | 0.2178 | 0.2178 | 0.2178 | 0.2178 | 0.3192 | 0.3192 | 0.3192 | 0.3192 | 0.3192
0.01 0.1410 | 0.1410 | 0.1410 | 0.1410 | 0.1410 | 0.1452 | 0.1452 | 0.1452 | 0.1452 | 0.1452
0.02 0.1502 | 0.1502 | 0.1502 | 0.1502 | 0.1502 | 0.1670 | 0.1670 | 0.1670 | 0.1670 | 0.1670
0.4 0.03 0.1654 | 0.1654 | 0.1654 | 0.1654 | 0.1654 | 0.2032 | 0.2032 | 0.2032 | 0.2032 | 0.203 2
0.04 0.1868 | 0.1868 | 0.1868 | 0.1868 | 0.1868 | 0.2539 | 0.2539 | 0.2539 | 0.2539 | 0.253 9
0.05 0.2142 | 0.2142 | 0.2142 | 0.2142 | 0.2142 | 0.3192 | 0.3192 | 0.3192 | 0.3192 | 0.3192
0.01 0.1409 | 0.1409 | 0.1409 | 0.1409 | 0.1409 | 0.1452 | 0.1452 | 0.1452 | 0.1452 | 0.1452
0.02 0.1496 | 0.1496 | 0.1496 | 0.1496 | 0.1496 | 0.1670 | 0.1670 | 0.1670 | 0.1670 | 0.1670
0.5 0.03 0.1642 | 0.1642 | 0.1642 | 0.1642 | 0.1642 | 0.2032 | 0.2032 | 0.2032 | 0.2032 | 0.203 2
0.04 0.1845 | 0.1845 | 0.1845 | 0.1845 | 0.1845 | 0.2539 | 0.2539 | 0.2539 | 0.2539 | 0.2539
0.05 0.2107 | 0.2107 | 0.2107 | 0.2107 | 0.2107 | 0.3192 | 0.3192 | 0.3192 | 0.3192 | 0.3192
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Addendum table 4 Economic policy uncertainty relative risk aversion and stock correlation coefficient
T
o, o, y=2 v =4 v=6 y=8 y=10 y=2 y=4 y=6 y=8 v=10
0.01 0.2081 | 0.2081 | 0.208 1 | 0.208 1 | 0.208 1 | 0.2169 | 0.2169 | 0.2169 | 0.2169 | 0.216 9
0.02 0.2325 | 0.2325 | 0.2325 | 0.2325 | 0.2325 | 0.2680 | 0.2680 | 0.2680 | 0.268 0 | 0.268 0
0.1 0.03 0.2734 | 0.2734 | 0.2734 | 0.2734 | 0.2734 | 0.3515 | 0.3515 | 0.3515 | 0.3515 | 0.3515
0.04 0.3299 | 0.3299 | 0.3299 | 0.3299 | 0.3299 | 0.4584 | 0.4584 | 0.4584 | 0.4584 | 0.458 4
0.05 0.3992 | 0.3992 | 0.3992 | 0.3992 | 0.3992 | 0.572'1 | 0.5721 | 0.5721 | 0.5721 | 0.5721
0.01 0.2077 | 0.2077 | 0.2077 | 0.2077 | 0.2077 | 0.2169 | 0.2169 | 0.2169 | 0.2169 | 0.2169
0.02 0.2312 | 0.2312 | 0.2312 | 0.2312 | 0.2312 | 0.2680 | 0.2680 | 0.2680 | 0.268 0 | 0.268 0
0.2 0.03 0.2704 | 0.2704 | 0.2704 | 0.2704 | 0.2704 | 0.3515 | 0.3515 | 0.3515 | 0.3515 | 0.3515
0.04 0.3246 | 0.3246 | 0.3246 | 0.3246 | 0.3246 | 0.4584 | 0.4584 | 0.4584 | 0.4584 | 0.4584
0.05 0.3915 | 0.3915 | 0.3915 | 0.3915 | 0.3915 | 0.5721 | 0.5721 | 0.5721 | 0.572'1 | 0.572 1
0.01 0.2074 | 0.2074 | 0.2074 | 0.2074 | 0.2074 | 0.2169 | 0.2169 | 0.2169 | 0.2169 | 0.2169
0.02 0.2298 | 0.2298 | 0.2298 | 0.2298 | 0.2298 | 0.2680 | 0.2680 | 0.2680 | 0.268 0 | 0.268 0
0.3 0.03 0.2673 | 0.2673 | 0.2673 | 0.2673 | 0.2673 | 0.3515 | 0.3515 | 0.3515 | 0.3515 | 0.3515
0.04 0.3194 | 0.3194 | 0.3194 | 0.3194 | 0.3194 | 0.4584 | 0.4584 | 0.4584 | 0.4584 | 0.458 4
0.05 0.3837 | 0.3837 | 0.3837 | 0.3837 | 0.3837 | 0.572'1 | 0.5721 | 0.5721 | 0.572'1 | 0.5721
0.01 0.2071 | 0.2071 | 0.2071 | 0.2071 | 0.2071 | 0.2169 | 0.2169 | 0.2169 | 0.2169 | 0.2169
0.02 0.2285 | 0.2285 | 0.2285 | 0.2285 | 0.2285 | 0.2680 | 0.2680 | 0.2680 | 0.268 0 | 0.268 0
0.4 0.03 0.2643 | 0.2643 | 0.2643 | 0.2643 | 0.2643 | 0.3515 | 0.3515 | 0.3515 | 0.3515 | 0.3515
0.04 0.3141 | 0.3141 | 0.3141 | 0.3141 | 0.3141 | 0.4584 | 0.4584 | 0.4584 | 0.4584 | 0.458 4
0.05 0.3759 | 0.3759 | 0.3759 | 0.3759 | 0.3759 | 0.572'1 | 0.5721 | 0.5721 | 0.572'1 | 0.5721
0.01 0.2068 | 0.2068 | 0.2068 | 0.206 8 | 0.2068 | 0.2169 | 0.2169 | 0.2169 | 0.2169 | 0.2169
0.02 0.2272 | 0.2272 | 0.2272 | 0.2272 | 0.2272 | 0.2680 | 0.2680 | 0.2680 | 0.268 0 | 0.268 0
0.5 0.03 0.2613 | 0.2613 | 0.2613 | 0.2613 | 0.2613 | 0.3515 | 0.3515 | 0.3515 | 0.3515 | 0.3515
0.04 0.3089 | 0.3089 | 0.3089 | 0.3089 | 0.3089 | 0.4584 | 0.4584 | 0.4584 | 0.4584 | 0.458 4
0.05 0.3682 | 0.3682 | 0.3682 | 0.3682 | 0.3682 | 0.572'1 | 0.572'1 | 0.5721 | 0.572'1 | 0.5721
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Fig. A Dynamic diagram of economic policy uncertainty and stock risk characteristics
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Addendum table 5 Big events list corresponding to the peak of EPU index
1995 1 1 T+1
1995 2 23 “3.27 ”
1995 5 17
1996 12 13 10%
1998  ~1999
2001 7 26
2002 6 24
2002 115 QFII
2005 4 30
2006 7 5
2007 5 30
2008
2011 ~2012
2012 ~2013

B EPU

Fig. B Comparison diagram between EPU index and macro prosperity index
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Addendum table 6 2012 Guidance on “industry classification of listing corporation”
A J
B K
C I
D N N M
E N N
F p
G N Q
H R N
I N S
(A-1)
5% . EPU 0.029 5
VOLzmI = at ’)/EPU1 + CONTROLSWI Mt Wit Eia ( A- 1)
VoL, , Fama-¥rench EPU CONTROL N
N 4 Mind M Eind 1
(voL) . (TR) ; (M) ;
( BM) ; (10) 5
7
Addendum table 7 Industry panel model regression results
EPU 0.029 5 0.004 A 0.014 5 10 G 0.067 8 5 M -0.103 1 16
mv -0.052 5% 0.000 B 0.218 5 1 H -0.043 5 14 N -0.001 2 11
BM —-0.004 3 0.043 C 0.067 3 6 I 0.102 9 3 p -0.144 4 18
IC -0.2252" 0.013 D 0.034 4 8 J 0.202 1 2 Q -0.1432 17
TR 0.004 77 0.000 E 0.079 5 4 K 0.024 3 9 R -0.022 4 13
526.19 0.000 F -0.022 1 12 L 0.039 7 7 S -0.077 6 15

*

ek 1% ok 5% 10%

p




