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Investment is a major factor driving the economy. It would change in responding to
varying economic situation. Specifically, investment may be affected by policy uncertainties,

both these of monetary and fiscal policies.

In this study, we examine the influence of the volatilities of macro variables due to
shift the monetary and fiscal policies to the level of investment, Investment is disaggregated into
3 typical components, construction investment, equipment investment and inventory
investment. In our empirical analysis, we contribute policy variable including the ratio of
government deficit to gross domestic product, 14 days repurchase rate (RP14) and broad
money stock (M2a). We use 4 quarter-lagged variances of these policy variables to measure
policy volatilities. The ordinary least squared method is employed to test the relationship

between the volatilities of these macro policy variables and various investment growths.

Our empirical analysis found that growth in construction investment is negatively
related to fiscal policy volatility relative to monetary policy-led one. Moreover, the volatilities of
monetary policy variables, especially money stock, have negative impact on equipment

investment and. inventory investment relatively to that of fiscal policy volatilities.
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Targeting)
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