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The Impact of Economic Policy Uncertainty on the Development of China’s Capital
Market and Its Countermeasures

Xing Tiancai Wang Xiao

Abstract: In recent years, influenced by the complicated international situation and the domestic pressure of economic transforma-
tion and upgrading, the uncertainty of domestic and foreign economic policies has increased significantly. As an important hub connect-
ing the real economy and finance, the capital market is highly sensitive to the change of policy orientation. Under the influence of eco-
nomic policy uncertainty, China's capital market is characterized by intensified market volatility, a decline in the scale of equity finan-
cing and an increase in the net outflow of international capital. Economic policy uncertainty affects China’s capital market through inter-
nal transmission mechanisms such as investor expectations, information transmission and financial transactions, as well as external
spillovers such as policy contagion, international capital allocation transfer and international trade activities, causing problems such as
increased risk of share price collapse, insufficient market liquidity and low investor sentiment. To this end, government departments
should scientifically use policy control tools, enhance the ability of expectation management, dredge policy transmission channels, fur-
ther promote the opening of the capital market, and promote the steady and healthy development of the capital market.

Key words : economic policy uncertainty; capital market; conduction mechanism
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