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Analyzing the Impact of Political Uncertainty on Bitcoin Volatility During the US Election Period 2023-2024:
An Application of the GARCH-MIDAS Model
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Abstract: This study aimed to analyze the impact of short-term and long-term political uncertainty
on Bitcoin volatility during the U.S. election period (2023-2024), and to assess its effectiveness as
a hedging tool during periods of political tension. The study relied on daily data of Bitcoin returns,
alongside indicators such as: Economic Policy Uncertainty (EPU), the Implied Volatility Index
(VIX), and Political Events (POL_EVT), using the GARCH-MIDAS model methodology that
integrates variables with different time frequencies.

The results showed that Bitcoin reacts significantly to short-term political shocks (sudden
events) and long-term factors (such as economic policies), with its volatility increasing as
uncertainty escalates. It also revealed that Bitcoin is not considered a safe haven like gold or
government bonds, but rather a high-risk asset negatively affected by political tensions, despite its
quick response to developments. Additionally, the model used (GARCH-MIDAS) proved effective
in capturing the nonlinear dynamics between the variables, compared to traditional models,
highlighting the importance of integrating political and economic factors in analyzing
cryptocurrency volatility.
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Count Mean Std Min 25% 50% 75% Max
BTCR 730 0,268 2,542 -8,236 -0,981 0,039 1,357 12,267
EPU 731 131,016 91,083 10,92 73,165 108,35 156,71 1026,38
VIX 731 16,182 3,276 11,86 13,54 15,39 18,385 38,57
POL EVT 731 0,049 0,217 0 0 0 0 1
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Model JB Stat vall3 Stat p-val Jur}]gies(i)()i() i (Repsi\(;é)l Jur(llgesi(zi);) i (Rel:i(\i/?)
GARCH Classic 194,482 0.00 20,906 10,0218 8,932 0,5385 24,708 0,0059
GARCH-MIDAS EPU 198,58 0 10,963 00,3604 9,773 0,4607 12,681 0,2421
GARCH-MIDAS VIX 211,763 0 33,456 0,0002 11,244 0,3388 41,459 0.0000
GARCH-MIDAS 9550 465 0 19,512 0,0342 9,205 0,5128 22,965 0,0109
POL EVT ) b ) ] ) ) )
GARCH-MIDAS
Combined 233,648 0 27,024 0,0026 12,984 0,2246 33,617 0,0002
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Model Log Likelihood AIC BIC
GARCH Classic 1662.495 -3316.9899 -3298.6177
GARCH-MIDAS EPU 1641.6066 -3275.2133 -3256.8411
GARCH-MIDAS VIX 1641.0002 -3274.0004 -3255.6282

GARCH-MIDAS POL_EVT  1649.7119  -3291.4237 -3273.0515
GARCH-MIDAS Combined 1624.7998  -3241.5995 -3223.2274
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