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Introduction 
With the deepening of economic globalization, the 

economic development of countries around the world is getting 
closer, the world economic situation is unpredictable, the 
degree of global uncertainty is rising, and the market’s 
dependence on economic policies is also increasing. In an 
incomplete capital market, the uncertainty of economic policies 
has increased the business risks of enterprises, aggravated 
the degree of information asymmetry, and affected the 
investment behavior of investors. In reality, investors’ cognitive 
biases and emotional preferences will prompt investors to 
make a series of irrational behaviors in investment decisions. 
This behavior is often not in line with the expectations of 
classic financial theories, so it has produced some anomalies 
in the financial market.  

 

Research Questions  
How will the level of liquidity change when economic policy 

uncertainty increases? 
Whether investor sentiment affects the relationship between 

economic policy uncertainty and stock liquidity? 
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Conclusion 
This article explores the relationship between economic 

policy uncertainty and stock liquidity from a new perspective 
of economic policy uncertainty. The study found that 
economic policy uncertainty has a negative inhibitory effect 
on stock liquidity. The higher the economic policy uncertainty, 
the lower the level of stock liquidity. Investor sentiment has a 
significant role in promoting the liquidity of the stock market. 
The higher the investor sentiment, the higher the level of 
stock liquidity. At the same time, it can magnify the impact of 
economic policy uncertainty. In addition, this article only 
focuses on the impact of investor sentiment on stock liquidity, 
and does not further discuss the impact of two different 
investor sentiments and stock market liquidity based on the 
different characteristics of investors’ rational and irrational 
sentiments. Rely on the further deepening and discussion of 
follow-up research. 

 


