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A Literature Review of the Impact of Economic Policy Uncertainty on
Exchange Rates

Chen Junyu
(School of Finance and Statistics, Hunan University, ChangSha/Hunan,410006)

Abstract: In recent years, research on how economic policy uncertainty affects exchange rates has been
a hot topic of research at home and abroad. However, most of the existing studies focus on the linear
effect of economic policy uncertainty on exchange rate changes and exchange rate fluctuations, and less
involve the asymmetric effect of economic policy uncertainty on exchange rate changes and exchange
rate fluctuations, and among the literature studying the asymmetric effect, there is also a lack of
systematic sorting out of the mechanism of action. This paper argues that domestic and foreign scholars
have accumulated certain results on how economic policy uncertainty affects exchange rate changes and
exchange rate volatility, but there are still the following shortcomings: first, there are more literature on
exchange rate changes, but less literature on exchange rate volatility; second, there is a lack of
systematic theoretical models and analysis of the mechanism of action; third, there are problems of
omitted variables and variable correlation in the selection of variables; fourth, the construction of
exchange rate volatility indicators Fourth, the method of constructing exchange rate volatility indicators is
relatively single. In view of the above shortcomings, this paper summarizes and outlooks on the follow-up
research.
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