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Asymmetric Effects of Uncertainty Indicators on Oil Prices

Nagmi Moftah Aimer
Abstract

This study aims to analyze the asymmetric relationship between oil prices and uncertainty variables
using the linear and nonlinear autoregressive distributed lag (ARDL & NARDL) models and depending
on monthly data from the USA covering the period from 01/07/2003 to 01/08/2023. The results of the
ARDL model in the long run showed a positive and significant response between the economic pO|IC
uncertainty index and oil prices, along with a significant negative effect of uncertainty associated wit
stock market volatility and economic uncertainty related to the stock market. Whereas the results of the
NARDL model demonstrated a significant positive long-run relationship between oil prices and the
economic policy uncertainty index shock, whether positive or negative, with a greater effect of the
positive shock compared to the negatlve one. The findings also revealed a significant negative
relationship between oil prices, stock market uncertainty, and the positive market volatility tracker,
while the effect of the negative market volatility tracker was insignificant. It is also worthwhile to note
that the effect of the positive tracker was greater than the effect of the negative one. Ultimately, this
study disclosed that there are asymmetric effects of uncertainty changes on oil prices. Given the
asymmetric effect of uncertainty indicators, espemaII?/ economic policy uncertainty, on oil prices, the
current research paper recommends developlng flexible energy poI|C|es that take into account economic
policy uncertainty fluctuations as well as encouraging oil market decision-makers to prepare for stronger
responses to positive economic policy uncertainty shocks, which may have a greater impact on the
market than negative shocks.
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