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MEASURING ECONOMIC POLICY UNCERTAINTY"

SCOTT R. BAKER
NICHOLAS BLOOM
STEVEN J. DAVIS

We develop a new index of economic policy uncertainty (EPU) based on
newspaper coverage frequency. Several types of evidence—including human
readings of 12,000 newspaper articles—indicate that our index proxies for move-
ments in policy-related economic uncertainty. Our U.S. index spikes near tight
presidential elections, Gulf Wars I and II, the 9/11 attacks, the failure of
Lehman Brothers, the 2011 debt ceiling dispute, and other major battles over
fiscal policy. Using firm-level data, we find that policy uncertainty is associated
with greater stock price volatility and reduced investment and employment in
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2 Japan 'New Economy' Shares Plunge Amid Investor Shift
2000/04/15 The Nihon Keizai Shimbun 2400—* ZTOMDEZHERERT

TOKYO (Nikkei)--Drops in Internet and mobile phone-relate:
in investor behavior, market insiders say.

Mirroring a change in the U.S. Nasdaq stock market, Japane
headlong rush into stocks that appear to offer enormous futf
earnings prospects are e ors, instead
cautiously, returning to solid ground offered by actual earnir
"Even in the Internet and mobile phone sectors, investors a
technologies and earnings outlooks," says an analyst at Toki
Rocked by the investor shift, all seven companies listed on t
market for emerging companies closed Friday at under their}
the TSE, meanwhile, Softbank Corp. (9984) and Hikari Tsus
leaders before March -- are now caught in accelerating dow
Softbank shares closed at 61,300 yen Friday, losing in a me
their record post-listing peak hit on Feb. 15.

Hikari Tsushin ended limit-down for the 11th consecutive trgj
the viability of its high-growth business model.

"These drops, including the Mothers stocks, are symbolic of
analyst says

(The Nihon Keizai Shimbun Saturday morning edition)
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1 2012.1013 | Economic outlook downgraded Ee
BIREBHDEF—T—RELT ¢ | The vapan News | ZIRFE
BIRMHERETRR : (mans (352 HERR

£ CORBERYTRG

The government did not include the word "recovery" in its monthly economi
Friday, for the first time in six months, and revised downward its overall assess|
consecutive months.

Moves in the economy are "in a weak tone recently due to slowdown of the;}
said on the current state of the nation's economy.

Behind the assessment is sluggish corporate production due to factors such
although public investment and corporate capital investment plans are showing/

As the "recovery" was not included in the assessment, some observers beli
recessionary phase.

The downward revision of the assessment for three consecutive months is
five consecutive months from October 2008 through February 2009 after the sd

Seiji Maehara, state minister for economic and fiscal policy, expressed worr
extremely wary of the economic trends."

But regarding a view that the economy has entered a recessionary phase,
sure under the current circumstances."

About industrial production, which was the main factor for the downward r
"decreasing." In the September report, it was "in a weak tone." The downgrade
consecutive month.

This is attributable to slowdowns in exports to Europe and other parts of As
the automobile industry due to the termination of government subsidies for eco
the exhaustion of the government budget for the program.

In line with the Bank of Japan's quarterly Tankan survey for September, rel
said, "Firms' judgment on current business conditions shows cautiousness, mai
downgraded assessment from the September report, which said the business st
as a whole, mainly among large firms." It was the first downward revision in 1C

The October report maintained the previous month's assessments on priva
housing construction and exports.

Concerning short-term prospects, the latest report said "movements towar¢

the time being." 2
The report also pointed out a high degree o e "
8 aver the Senkaku Islands and economic trends TR 2
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BHMEOHR

Fukuda to reshuffle Cabinet in early August

The Mainichi (%)

2008.07.31 Mainichi Daily News/July 31, 2008, Thursday

(WORDS:334)

Prime Minister Yasuo Fukuda is set to reshuffle his Cabinet in ear
said. Fukuda, who took office in late September last year, is expe
on Aug. 4, according to sources close to him. He will make a dec
Forestry and Fisheries Minister Masatoshi Wakabayashi and Econ
Amari after they return home Thursday evening from World Trad
Fukuda will then meet with Akihiro Ota, the leader of the Komeit
"It's necessary to draw a clear line," Fukuda told reporters at his
to reshuffle his Cabinet. An aide to Fukuda said he interprets the
that he has made up his mind to shake up his Cabinet._, g
completed coordinating opinions (among top rulisg coalition polit
anonymity. The focus of the reshuffle, a
Liberal Democratic Party (LDP), is ther the new government
with the growingjuncertaintyféver theleconomic situation jasai
point is whether the resnurile can prop up the approval rating fo
Fukuda will dissolve the powerful House of Representatives for a
future. Top coalition officials believe that Fukuda will carry out a
scheduled to attend memorial services for atomic bomb victims i
Aug. 9. However, a top LDP politician expressed concern that a H
the Fukuda administration. "If the reshuffle is carried out hastily

with the appointmen

PIRESuE : EEEHE. WTA 8A4BIRER
2008.07.31 HFHATl 1B BAE (£788F)
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! 1T wonder what will happen to the administration.”" (Mainichi Daily
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sCixfn RO

E: "economic" or "economy

U: "uncertain" or "uncertainty"

HAZEDREE SEE HAEDRE SEE HAZEDRE SEE
=1 0.611 RiEHR 0.537  Z>TDLAL 0.015
=5 0.389 & 0.134  EHITIFHW 0.015

ey 0.075 ZEfEHR 0.015
RHESE 0.045 R 0.015
TEE 0.045  ERRE 0.015
THERE 0.030
EITIER 0.015
IDHEAL) 0.015
TRENY 0.015
SR 0.015

X EEISERNE S TR



sCixfn RO

E: "economic” or "economy"  U: "uncertain" or "uncertainty"

HASEDFE EE HASEDFE EE HASEDFE EE
=1 0611  (FEHA 0.537  I3->FOLAL 0.015
=28 0.389 e 0.134 EHTIEHEWL 0.015

) ey 0.075  £¢f48 0.015
RHESE 0.045 KR 0.015
TEE 0.045  ERRE 0.015

IS ODRENEETH pa s o
ADEETEEEND o 0015
e VIR IHEEL 0.015

TRENRY 0.015
FHTL 0.015

X EEISERNE S TR
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UREEDETE
s ZNS6DDUREIREZENZENIC DT,

STEP1: SBEFT —INR— XTI NTULND1995FEN S
2016 E COGTIHEDINEEEDSBIFFI&
UREIREOm A ZED B2 E/EA (T

STEP2: M SNIEFHNEZTZENENICDVLWT . HIGT D
RN ELEZTHE

STEP3: FIE SMNJCRMELSE L HAGERDEE &z RIEAN
URGEIREN SGEEDMDAHZE TRSN CLI\D VT
R= 1L TEER



1. “FERR

REEDAEE BE SEEIEREIST
uncertainty or uncertain 0.609 %;;;wg@ﬁ%
unclear 0.217

in question 0.043

no one knows what the situation will be.. 0.043

obscure 0.043

shady 0.043

2. FE

REEDAEE $ERE

concern 0.357

anxiety or anxious 0.250

uneasiness or unease or uneasy 0.107

uncertainty or uncertain 0.071

unrest 0.071

worry 0.071

fear 0.036

instability 0.036




3. "’

REEDAEE A
delicate 0.522
subtle or subtly 0.174
sensitivity or sensitive 0.087
appropriate 0.043
fragile 0.043
have second thoughts 0.043
serious 0.043
uncertain 0.043
4. TR

REEDAE PERE
uncertainty or uncertain 0.722
anxiety 0.056
inappropriate 0.056
be less sure of 0.056
remain to be seen 0.056
unpredictable 0.056




5. “FRE’

REEDFEE SEE

unstable 0.417
destabilize 0.167
instability 0.167
volatile 0.083
anxiety 0.042
be shaken 0.042
not solid 0.042
on shaky ground 0.042
6. “FEEE"

REBEDFEE AR

uncertainty or uncertain 0.727
be involved in 0.091
undefined 0.091
unknown 0.091




HARDIEEN
o KEDIBI ERIERDGEZ A
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Bz EB1DEVESEZHERB (CHEA TINE
> Economy: {#¥/& or =%}
> Policy: {#tHl or 3247 or #¢ or it or i A or BZIR or
T8 or BAI or 2HYEFS or EIE or EDEE or ED
175 or BUIFEFS or T ODAEFS or BAIIRF or HER
or HARERIT or FAORERTT or 38R or EHF4E{ or AR
or BHE or #81EE8EE or JAZ or ZFt or &5 or
2RIt or ZKiEDt or [El%= or E1H or #51E or BEEB}
> Uncertainty: {7~%E8A or &R or NETE or %2}



BHARDIEEH

> Economy: {#%/& or =%}

> Uncertainty: {1~%8R or AMESE or AETE or A&}



PRRMDIETE

o KEDISMEIED & = (CPFIEIRE & 135 1= 150E
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PRRMDIETE

o REDIELE/ED &S (CPHEEIEM 78D 121505
’?}g% (C U CHADIERZAFS I8 (25 PGS (EEhR)
EAE

Japanese term English term

i “tax(es)”

Fil or ERBL “taxation”

i “government spending” or “government
expenditure”

A or BHR “government revenue(s)”

F & or B “government budget”

RHVETS “public debt”

El& or EDfEE or ElDEF “government debt”

or BIFHETS or BXATDIEFS

BHBURT “government deficit(s)”

Hik “BOJ”



BAIRTT
FRRIRIT
EFR (R
R or BEHTE

iEE

S

ST or B
ZREEPT or K
E=

E*E or I‘Ilﬁ}E
BEER

“Bank of Japan”

“central bank(s)”

“The Fed”

“Federal Reserve”
“regulation(s)” or “regulatory” or “regulate”
or “deregulation” or “deregulate”
“structural reform”

“legislation”

“upper house”

“lower house”

“Diet”

“Prime minister”

“Prime minister’s office”
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s TNESDDEROAEFICIFAFELTY MIDWTIEEN
WNEARECTIHMADAHE TS RNDINZHAE
> government spending, government expenditure,

{government revenue or government revenues},
government budget, taxation, government debt,
public debt, {government deficit or government
deficits }, {regulation or regulations or regulatory or
regulate}, {deregulation or deregulate}, legislation

s CNBSMAEEIZAELY MENENICDULT,

STEP1: 27T —AIN—X(TIBH N TLND1990FEHN S
2015F F TOHREEFE & HcocHTEI DR LS
DOFNSHAEZESOIETE]ES(CHE
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STEP2: M SNIEREXNEEZZENENICDVWT HIGT S
HARSBRDEEEZHTE

STEP3: FHESHCHAREBRDIEE ERNEGEE L Z RN
SGEEDRENBAEDRIDHEE TRSN TV
R = 1 TELER



1. government spending 2. government expenditure

BHAEDREE SEE HAEDREE S
R 0.566 i 0.750
A7 0.075 EATsZ 0.056
E& 0.075 BRSOz H 0.056
MG 0.057 MG 0.028
EnxzH 0.019 EP#AICLDZH 0.028
EDrzH 0.019 R EEREE 0.028
EERA 0.019 &S DI 0.028
3. government revenue(s) 4. government budget
HAZEDRE $EE BHAEDRE PEE
mA 0.489 TH 0.792
BrIR 0.244 BAER 0.167
X 0.044 B 0.021
AR 0.022 EEDIA 0.021
BAEURA 0.022

EDRA 0.022 RIS TR, LUFORSEi,

RN A 0.022




5. taxation

6. government debt

HAGEDAE SERE HAGEDAHE AR

Gins 0.339 Ef& 0.479

E 0.271 HBAFETS 0.104

il 0.271 HoEas 0.083

b 0.034 fB& 0.083

i 0.034 BRFDET 0.042

e 0.017 NHETFS 0.042
EHOEF 0.021

7. public debt 8. government deficit(s)

HASED AR $EE HASED AR $EE

NHIETS 0.523 BT 0.750

fag 0.114 TRFE 0.250

B 0.068

NHNEE 0.068

N 0.045

MHOER 0.023

HoEs 0.023




9. regulation(s) or regulatory or

10. deregulation or deregulate

e

R DREA

0.467
0.200
0.100
0.067
0.033
0.033

regulate

BHAZEDRE $EE
MR 0.778
BS 0.037
k) 0.037
P E 0.037
11. legislation

HAZEDRE $EE
P 3 0.515
= 0.212
il 0.091
Py 0.061
IE 0.030
P E 0.030
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> Economy: {#¥/& or =%}
> Policy: {#tHl or 3247 or #¢ or it or i A or BZIR or
T8 or BAI or 2HYEFS or EIE or EDEE or ED
175 or BUIFEFS or T ODAEFS or BAIIRF or HER
or HARERIT or FAORERTT or 38R or EHF4E{ or AR
or BHE or #81EE8EE or JAZ or ZFt or &5 or
2RIt or ZKiEDt or [El%= or E1H or #51E or BEEB}
> Uncertainty: {7~%E8A or &R or NETE or %2}
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> Policy: {#iill or 3R%5% or #¢ or ikt or i A or AR or
FE or A or 2XHMETS or [EME or EDEE or ED
BFE or BURHMEFE or AT ODIEFE or AR or HER
or HARERIT or FIRERIT or 1HER or EHF[ %4 or ARl
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D. Trade Policy

Japanese term English term

B S ER or BiGER “trade friction(s)”

B REE “trade issue”

FERaRREE “non-tariff barrier”

EAFIR “import restriction”

2—/V— 301 % “the Super 301 provision of the Omnibus
Trade and Competitiveness Act of 1988”

B ZIBER or BRI “trade policy”

BE5RXH “trade negotiation(s)”

WTO “WTO”

GATT “GATT”



B5IL—)L

BEF5 I TS or D5 IE TS
BB/t BEFOBERt
BABB or ADBERIL

HmHET7 IR

SIRLT7OER

B HE

RATFFEBRAIRFEEIRTE or
BAEFEHEAEEN—N =2V TRE  or
BAREFEN—F—2UTBE  or
BRAFFRBERE or R FEERE
TPP

BREERE

EPA

BHESHE

FTA

REWME

“trade rule”

“cutting tariff(s)” or “cut in tariff(s)”

“trade liberalization”

“import liberalization”

“market access”

“minimum access”

“trade agreement”

“Trans-Pacific Strategic Economic
Partnership Agreement”

“TPP”

“Economic Partnership Agreement”
“EPA”

“Free Trade Agreement”

“FTA”

“investment agreement”’
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A. Fiscal Policy

Japanese term

English term

R
TR

—Ra5t

YRISE or R

BHBURT

BERMBEBUNE or 751 —NF> R
A or BHiR

i

sBH or il

R

HEREE or HEEREHRT

FEHME or FLDIETT or FLDTHE or
FELHMT or FE TR

FESREER

BERFRER

g

“government budget”

“supplementary budget” or “government
budget” or “discretionary fiscal policy”

“General Account”

“Special Account”

“government deficit”

“primary balance”

“government revenue(s)”

“tax(es)”

“taxation”

“government spending” or “government
expenditure”

“social security expenditures”

“pension expenditures”

“pension insurance premium”

“health insurance premium”

“healthcare expenditures” or “medical care
expenditures”

“nursing care expenditures”



N EERERRL
52 EREREN
NEERES or NFEEDHRS
ERTREFIBEN
P&
BEEE
BABUIR N E
A%
E%ES
NEYETS
=&

BIFFHETS or BUFFDETS or EDEE or
EDEF or NE
A5 1E

“nursing care insurance premium”

“public medical fee schedule”

“salaries of government employees”

“official development aid”

“defense spending”

“military spending”

“Financial Investment and Loan”

“FIL”

“outstanding government debt”

“public debt”

“Japanese government bonds” (excluding
purchase by the BOJ)

“government debt”

“local government debt”




B. Exchange Rate Policy

Japanese term English term

mEMTA “market intervention”

#AENA “foreign exchange intervention”

LESEEVADN “coordinated intervention” or “concerted
intervention” or “joint intervention”

A7ED-FILEWVLTA “yen-selling and dollar-buying intervention”

RILEL-FFEDTA “dollar-buying and yen-selling intervention”

M5ED - 2—O8WV T A “yen-selling and euro-buying intervention”

I—ABL-HFTEDNA “euro-buying and yen-selling intervention”

FEWV-RILFEDNTA “yen-buying and dollar-selling intervention”

RILFED-FHBWVTA “dollar-selling and yen-buying intervention”




C. Monetary Policy

Japanese term

English term

&R
BHAIRIT

BHiR

SRR
PENIIE7Z 1
ERYHEF] or QE
21 ErEH
GoleiGl kg o)
1T+ ZEF
HBEREeF
RESE

S RIFRE

IS AE or HIFIRME
1> ILBEHE
LGl =E e

“monetary policy”
“Bank of Japan”
“BOJ”

“monetary easing’
“further easing”
“quantitative easing”

“quantitative and qualitative easing’
“monetary tightening”

“negative interest rate”

“policy rate”

“official discount rate”

“monetary operation(s)”

“market operation(s)”

“inflation target”

“price target”

]

i
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