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Abstract
We emphasize the role of news-based economic policy and equity market uncertainty indices as robust drivers of oil price fluctuations. In that, we utilize a new hybrid nonparametric quantile causality methodology in order to investigate whether EPU and EMU uncertainty measures incorporate critical predictability for oil market returns and volatility. Based on an updated daily database spanning January 1986 to December 2014, we find that both measures present strong predictability over the entire distribution of oil around the median, yet more importantly for volatility forecastability covers the entire distribution except minor divergences in the tails. Therefore, an inherent heterogeneity is observed and an asymmetric pattern over the distribution of oil returns and its volatility exists with respect to uncertainty predictability.
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