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Abstract :

investor sentiment is an important determinant of of financial literature and its impact on financial
markets has been widely documented. However, identifying the variables that affect it remains an
important challenge. This study explores the short- and long-term relationship between geopolitical risks,
economic policy uncertainty, volatility in oil prices, and the sentiment of American investors in the stock
market. the study applied the Granger causality and Augmented ARDL model on monthly data during the
period from January 2010 to July 2023.

The results showed that geopolitical risks and economic policy uncertainty negatively affect the sentiment
of American investors in the long. The results also concluded that investor sentiment is affected by
volatility in oil prices and economic policy uncertainty in the short term.

Keywords: geopolitical risk, economic policy uncertainty, investor sentiment, oil price, Augmented ARDL
model.
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10 11 12 13 14 15 16 17 18 ovX GPR
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22 23

Auhldl Ul e slazeVl oLl slde] (e 0yl

GEPU_CURRENT

Ana 1 Jashand) gy il et 2.3.2
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Al ) Uy gy sl L) gl 2 Jgutor

slwi¥ly ol g KPSS jLest sy ol as PPyl sy ol o ADF et kel
%05 ks dmpdt (il | tidlax) | Y05 ws el ol t il %05 wis ) il t e

& gmad) s

0.1460 | 0.0183 -3.4378 | -6.9247 -3.4378 |  -6.9247 Sent

0.1460 | 0.0707 -3.4376 | -6.0319 -3.4376 |  -6.0437 OVX

0.1460 | 0.1614 -3.4379 | -3.1397 -3.4378 | -3.0407 | GEPU_Current

0.1460 | 0.0785 -3.4378 | -5.8924 -3.4378 | -5.8411 GPR
oY G e

0.1460 \ 0.0480 \ -3.4381 ‘ -21.1320 ‘ -3.4385 | -10.4975 | GEPU_Current

Awhdl ol e slazeVl e Ul slie] (e 0yl
dwedd Granger jlest.3.3.2
& il Slgiang duhll Olgaze o doly o) (3 G 5 AEY) (3 B BMe Hlin U813 L e uad
(W sl 3 Granger i Ll il 2,8 ¢ radll oY)

MJM‘ Olygineg CJ\]&}J\ o L) Aoty ) Jgdr

Null Hypothesis: Obs | F-Statistic | Prob.
OVX does not Granger Cause SENT 160 | 3.45204 | 0.0321
SENT does not Granger Cause OV X 0.00885 | 0.9252
GEPU_CURRENT does not Granger Cause SENT 2.71073 | 0.1017
SENT does not Granger Cause GEPU_CURRENT 0.00717 0.9326
GPR does not Granger Cause SENT 4.25364 0.0226
SENT does not Granger Cause GPR 0.28721 0.5928
GEPU_CURRENT does not Granger Cause OVX 0.58491 0.4456
OV X does not Granger Cause GEPU_CURRENT 10.9019 0.0012
GPR does not Granger Cause OVX 1.93591 0.0553
OV X does not Granger Cause GPR 0.01429 0.9050
GPR does not Granger Cause GEPU_CURRENT 0.67484 0.4127
GEPU_CURRENT does not Granger Cause GPR 0.25870 0.6118

EViews 10 oz s Isly : ydaao!

Slgan e (3 Ol GPR Awlewsd! bl 520y OVX Lid) el ol g0 O 2l mils mooys
B3laB¥l Sloledl & i) s Sse OF el bl o 3 coptgell Al Y1 sl o) )Ll L gy el
2 iy o) el SUE (3 e Bl Bl OF ) Ot e ad LS clgiall (3 s Y GEPU 2l
Asbad¥l Slabedl 3 i pde S50 3 o
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T35 By deedl o sy BOUNASTeSt jlot! e slexeW) @ Al Olpane G Sl LV sla] e
tb WS cohle) 30 1) Augmented ARDL
Skl s ol gl el &7 Je Overall F-Bounds Test Lz! 3= :OverallF-BoundsTest ykesi—
e e eV ad ad e 58T15.6190 5 oy ) Fostatistic 2es of QW Joidl (3 il ol glasy ¢l
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Overall F-Bounds Test & it JalSdl jlest gils 4 Jgur

Overall F-Bounds Test | Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
Asymptotic: n=1000
F-statistic | 5.619034 10% 2.72 3.77
K 3 5% 3.23 4.35
2.5% 3.69 4.89
1% 4.29 5.61
Actual Sample Size 159 Finite Sample: n=80
10% 2.823 3.885
5% 3.363 4.515
1% 4.568 5.96

EViews 12 sz Js 1sly @ yduzal!

tils g LW Jeudly clad) (grdl e o) sad) 350 t-Bounds Test e @ t-Bounds Test b=t —
(t-Bounds Test) 3 ziahl JoSI Lot w5 .5 Jgur

t-Bounds Test | Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
t-statistic -5.18158 10% -2.57 -3.46
5% -2.86 -3.78
2.5% -3.13 -4.05
1% -3.43 -4.37

EViews 12 oz s 1sly © ezl
o ST =51815 dgtasy) Faws of e i ladl gl s gpime il Sligmn pine Of gilad) o 3
Al fslall Y1 (3 e LSS B dags adey %010 905 02,5 011 aypal) Slisis o die a1 il
Skl dis Alizad) Ol Gpee Lot &l e t-BoundsTes L) <2 » Exogenous F-Bounds Test skesi—
G il pde Lasey Balwsd) b2 g bl bl oUE ase OF ) oUsl Jeadt (3 tmo bl antls set5y g lall
PNIRCRE Wty 9 12.5050 F-statistic aed il e o lod) ozl dis fygne 2l 23LasY) ololu
& aole drie S e sy e a5 ) Hy abad) 20,8 L5 «ley %010 905 H02.5 01 apall sy e

skl )
ExogenousF-BoundsTest &ziwdl JsSd1 jles) gl .6 Jur
t-Bounds Test | Null Hypothesis: No exo. levels relationship
Test Statistic Value Signif. 1(0) 1(1)
Asymptotic: n=1000
F-statistic | 505021.12 10% 2.08 3.86
K 3 5% 2.62 4.65
2.5% 3.15 5.40
1% 3.83 6.33
Actual Sample Size 159 Finite Sample:n=80
10% 2.16 3.93
5% 2.73 4.77
2.5% 331 5.60
1% 4.09 6.71
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EViews 12 w2 s lely @ ydezall
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NESNEY
) Jr ¥ OLSaluzg (ECM) lesd) oo m3g0s o5 .5.3.2
Ao Jsatly Wbl s 2356 puin o) e (3 o culll) Sladll Cp S LSS Be 39y o SN A
P bl (3 Bmsga ladly oV il ol
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ARDL Error Correction Regreassion
Deapendont Variable D(SENT)

Salectad Model: ARDL(3, 2, 0, 3)

Case 2 Raesrcted Conatant and No Trena
Date: OB/08/23 Timea, 1405

Sumple: 2010M01 2023M00

Included oabinervations 159

ECM Regression
Case 2 Restricted Constant and Mo Trend

Variaole Coefficient Sta. Error t-Statistic FProo
DUSENTC1) 0.343005 0.082725 4157101 0.0001
DISENT(-2)) 0144711 0.072633 -1.902358 0.0ag2

D(OVX) -0.001352 0.000296 -4.5682406 0.0000

D(OVXR(-1)) -0.000856 0000310 -1. 746422 0 oB20
DOGE U CLIIRIRENT) -0. 0002340 0000111 -3 130002 00021
DGEPLU_CURREMNT(-1)) -0 000448 0000117 -2 20786 00002
DIGEPU_CURRENT(-2)) 0000230 0000112 -2 924306 0.0040
CointEac-1)" -0. 308478 00648705 -4, 704004 00000
R-squarea 0.4300680 Meoan dependent var 0.000148
Adjusted R-squaread 0413714 S.0D. dependent var 0061034
S E. ofrogresasion 0.046734 Akalke Info criterion 3.230700
Sum Ssquared resia 0.32078%9 Schwarz critenon -3.085290
Log likaelihood 26555082 Hannan-Quinn critar -3.176998
Durbin-Watson stat 1976619

T pevalue incompatible with SBounds distribution

EViews 12062 e by 1 bzl

OF ) 525 68 Y05 Bsinn st e Wflia| Bygins Uy Wl (ol eoas Badas OF o3l Joud! I3 0 oS5
Ll ) 125 LoS™ 030 Jais Led Lol vt o) Sliginey alinll Sliaall oy 25058 B0 3 IS (o
el (=W @ el gl e oS sy S5 Gl pie @V il e s Of )
Jughall J 81 3 ARDL g3g0 w5 .6.3.2

il Slginny dindl Slpaal) Y1 Alsh B s ¢ a2 ECM Lot rmess 235 5 ey
t U Jeudt 3 2023 4 2010 o b sazald 580 S5

ARDL (3,2,0,3) g35ed 81 osb B s il .8 Jper

Levels Equation
Case 2:Restricted Constant and No Trend
Variable Coefficient Std. Error t-Statistic Prob.
OoVX 0.001562 0.001294 1.207243 0.2293
GPR -0.000832 0.000449 -1.978060 0.0525
GEPU_CURRENT -0.000457 0.000255 -1.946733 0.0548

C 0.273626 0.059385 4.607660 0.0000
EC = SENT - (0.0016*OVX - 0.0008*GPR -0.0005*GEPU_CURRENT + 0.2736)

EViews 12062 Js el : bzl

il leldl (3 (il pde 3509 GPR dewlowgd) b2 55l ol WU Sla of U odlel Jgad F e
iggiall st o rol dell Alan V) aadl) O e Juskll =Y 3 ezl Sligine Js GEPU_CURRENT

4= 0.00045 0.001 jluis cppeinadl Sliginn 3 gho 15 ) @35 cnrdhe & 3y Sdomg pi5 OF Lls g L8 05
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Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation atup to 2 1ags

sl ol s ptdd ARCH st

Heteroskedasticity Test ARCH

F-statistic 0.341069  Prob. F(2,145) 0.7118
0bs*R-squared 0.744497  Prob. Chi-Square(2) (.6892
S S dasdle pus (i L)
Ramsey RESET Test

Equation: EQ01

Omitted Variables: Squares of fited values
Specification: SENT SENT(-1) SENT(-2) SENT{-3) OVX OVX(-1) OVX(-2)

GPR GEPU_CURRENT GEPU_CURRENT(-1) GEPU_CURRENT(-2)

GEPU_CURRENT(-3)C

t-statistic
F-statistic
Likelihood ratio

Value df Probability
2190434 146 0.0301
4798001 (1, 148) 0.0301
5141198 1 0.0234

F-statistic 2191974 Prob. F(1,156) 0.1407
(bs*R-squared 2189314 Prob. Chi-Square(1) 0.1390
Sl pekddl aygdl el

oo

o = Ill-

0.10 -0.05

0.00 0.05

Series: Residuals
Sample 2010M04 2023M06
Observations 159

Mean 178e-16
Median -0.000151
Maximum  0.102130
Minimum  -0.123710
Std. Dev. 0.045687
Skewness  -0.077357

I Kurtosis 2901518

0.10 Jarque-Bera 0.222834
: Probability 0.8945662

EViews 1202 e by jhead)
05 sl Sy n xST LMteSE ellax ¥y 3 LUV Lo alam Y1 aadll O el D n oS

ARCH Ll WlE pie Lot s LS ¢ adeadl QMU BLSYI 3509 pie Jo a5 dly Hy diall od) i s
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