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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
policy-sensitive sectors like defense, health care, finance, and infrastructure con-
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D. Trade Policy

WEDTFOAEE D BCHIDFLEHREH NI

Japanese term

English term
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E% )L//

WTO

GATT

“trade friction(s)”

“trade issue”

“non-tariff barrier”

“import restriction”

“the Super 301 provision of the Omnibus
Trade and Competitiveness Act of 1988”

“trade policy”

“trade negotiation(s)”

“WTO”

“GATT”
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BRI IZ TS or BARDIZT TS
BB/t o BEEDERIt

@A BRM or MADBRIL
mHB T IR

STRLT7IER

B HE

BRAF R EEERE or
BRAFEHBIEEN— =9 THE  or
BAFEN—FT—2VTHE  or
BAFEERZBRE or RAFHEEIGE
TPP

REERE

EPA

BHESWHE

FTA

REWHE

“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”




A. Fiscal Policy

Japanese term

English term

FAEL
T8

—MR=Et

KRRt or R

BHEURT

ERMMBUNE or 751 U—NFV R
A or BHR

i

SR or Bl

[ 4unl

HEREE or T FERN

FE2HM or FEDIE or FRDZHGE or
FELBT or FE2ZHA

FERER

ERFERE

“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”
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BAFETS or BIFFDEFS or EDES or
EDEE or NE
#AE

“nursing care expenditures”

“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

HENA “market intervention”

AHBNMA “foreign exchange intervention”

UZEEVIWAN “coordinated intervention” or “concerted
intervention” or “joint intervention”

A7ED-RILEVLT A “yen-selling and dollar-buying intervention”

FILEW-FZFEDAA “dollar-buying and yen-selling intervention”

AFED-I—OBVNT A “yen-selling and euro-buying intervention”

J1—O8L-FH5EDTA “euro-buying and yen-selling intervention”

FEWL-RILFTEDNT A “yen-buying and dollar-selling intervention”

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




C. Monetary Policy

Japanese term

English term

ERABER
HART

BiR

ERLER

B NNFRA]
ERYHEF] or QE
=/ - ERVERA
ERE5 IS
1T REeH
BREF)
RESE
ERLFAE
THIHFHE or THIGIRIE
1> 7L B2
it B A

“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”
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cy lomly sel d English-I article The corr di I article :;r(a::ianneasi:anr:cters
1987 [1987/8/22 M EC1 Future of long-term interest rates turn uncertain Economy 1, Saturday Morning, August 22, 1987 uncertain Z:EE-EF&
1988 |1988/9/16 M IN 1 Asahan Aluminium to resume shipment to Japan Industry 1, Saturday Morning, September 17, 1988 Juncertain W RES
1989 [1989/3/24  |M SEC Earnings: Naigai posts 30% jump in earnings in 1988 Securities, Saturday Morning, March 25, 1989 uncertainty | FBEEAER
1990 [1990/7/18 E FRO Opposition deems U.S. relations preeminent Front, Wednesday Evening, July 18, 1990 uncertain REEER
1991 [1991/3/1 M EC2 Postwar Outlook: Personal consumption March 1 morning edition, p5 uncertainties | &R
1992 [1992/3/12 M ERN Agricultural machinery makers expect poor results Earnings, Thursday Morning, March 12, 1992 uncertain &
1993 |1993/8/21 NTT to postpone B-ISDN schedule by 3 years August 21 morning edition, front page uncertainty |FBEBBTHZL
1994 1994/1/19 JR Tokai almost certain to retain current president January 19 morning edition, p12 uncertainties |RBERAC
1995 [1995/5/15 Takemura voices concern over effects of spiraling yen May 15 evening edition, front page uncertainty | FEBARK
1996 [1996/4/18 No plans to create jobs in spite of recovery hopes: Nikkei survey April 19 morning edition, p3 uncertainties |fi5ER
1997 |1997/12/5 ANALYSIS: S. Korea Rocked By Controversy Over IMF Bailout December 5 morning edition, p8 uncertainty | F%&
1998 |1998/2/22 Mazda February 23 morning edition, p13 uncertain PiBEERLR
1999 |1999/7/13 Listed Firms Make 28% Of Group Profit Abroad: Nikkei Poll July 13 morning edition, front page uncertain RiERRLR
2000 [2000/9/29  |ANALYSIS: Foreigners Right To Vote Hangs In Balance September 29 morning edition, p2 uncertain TR IEEIC
2001 |2001/11/8 Economic Council Members Call For 2nd Extra Budget November 8 morning edition, p5 uncertain BRI
2002 |2002/10/25 [80% Of Industries To Cut New College Grad Hiring Next Spring October 25 morning edition, p15 uncertain FiEARRK
2003 |2003/9/11 ANALYSIS: Gaga Comm To Prioritize Improving Op Cash Flow September 11 morning edition, p16 uncertain FiEBRLR
2004 |2004/7/27 MEGAMERGER: MTFG-UFJ Bank To Boost Ties With Regional Lenders [July 27 morning edition, p7 uncertain (e
2005 [2005/10/18 [Individuals See Bond Yields, Mortgage Rates Inching Up October 18 morning edition, p7 uncertainties |SC{TSNDALZER
annc |aanc 107 190 ARIALVCIC. Cu. AAmns e e Tl ™Y e I
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E: "economic” or "economy"  U: "uncertain" or "uncertainty"
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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
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Japanese term English term

i “tax(es)”

Fil or ERBL “taxation”

i “government spending” or “government
expenditure”

A or BHR “government revenue(s)”

T8 or BIIEL “government budget”

RHVETS “public debt”

El& or EDfEE or ElDEF “government debt”

or BIFHETS or BXATDIEFS

BHBURT “government deficit(s)”
RiR “BOJ”
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“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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> 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
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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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