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This study examines the impact of economic policy uncertainty (EPU) on stock

market behavior, revealing a significant increase in stock price synchronicity as EPU rises.
Concurrently, stock liquidity and commonality in liquidity tend to decrease. These findings suggest
that heightened EPU prompts investors to favor broader market investments over individual stock
analysis, making them more responsive to overall market movements rather than the performance of
specific firms. Moreover, the increased EPU complicates future market predictions, exacerbating
disparities in information processing abilities among investors. Consequently, this leads to
diminished liquidity and reduced commonality in stock liquidity.
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