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Widespread view that uncertainty matters



I have been working on Uncertainty for >25 years (since my PhD)



Uncertainty
barometer

Uncertainty is hard to measure…..so I’ll show four approaches



Measuring Uncertainty Across Time and Countries

- Financial Market Data

- Newspapers

- World Uncertainty Index

- Survey data
Uncertainty
barometer



VIX, 1 month forward S&P500 implied vol: classic uncertainty measure

Pros: Daily (available real-time) back to 1990
Cons: Mainly recessions & financials crisis, few emerging/developing countries
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Measuring Uncertainty Across Time and Countries

- Financial Market Data

- Newspapers

- World Uncertainty Index

- Survey data
Uncertainty
barometer



Increasing use of Newspapers as another measure of uncertainty

www.policyuncertainty.com



This proxy for Economic Policy Uncertainty (EPU) comes from 
computer searches of newspapers

• US index: 10 major papers get monthly counts of articles with:
E {economic or economy}, and
P {regulation or deficit or federal reserve or congress or legislation or white 
house}, and
U {uncertain or uncertainty}

• Divide the count for each month by the count of all articles

• Normalize and sum 10 papers to get the U.S monthly index



US News-based economic policy uncertainty index

Source: “Measuring 
Economic Policy 
Uncertainty” by Scott R. 
Baker, Nicholas Bloom and 
Steven J. Davis, all data at 
www.policyuncertainty.com. 
Data normalized to 100 
prior to 2010.
Downloaded from 
https://fred.stlouisfed.org/se
ries/USEPUINDXD#0

http://www.policyuncertainty.com/
https://fred.stlouisfed.org/series/USEPUINDXD
https://fred.stlouisfed.org/series/USEPUINDXD


Can focus on areas of uncertainty, e.g. Health or Trade Policy
Notes: Weekly values for Economic
Policy Uncertainty (EPU) index
categories from
www.policyuncertainty.com. See
Baker, Bloom and Davis (2016) for
details of EPU index construction. We
plot data from 1 January 2015 to 30
July, with categories showing large
rises in 2020 or 2019 plotted. Note
that the average of the four plotted
categories from 1985-2019 is as
follows: Fiscal Policy=45.7,
Health=17.7, Monetary Policy=27.1,
and Trade Policy=5.7. This highlights
how the rise in health policy in 2020
and trade policy in 2019 are
particularly striking given their
otherwise relatively low level.
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Notes: Index reflects scaled monthly counts of articles in 6 major newspapers (Washington Post, Boston Globe, LA Times, NY Times, Wall Street Journal, and Chicago
Tribune) that contain the same triple as in Figure 1, except the economy term set includes “business”, “commerce” and “industry” and the policy term set includes “tariffs”
and “war”. Data normalized to 100 from 1900-2011.
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Can also use the time series of newspapers to create a Historical EPU



UK Policy Uncertainty Index 

Brexit
Kwarteng-Truss
Mini-budget

Source: “Measuring 
Economic Policy 
Uncertainty” by Scott R. 
Baker, Nicholas Bloom and 
Steven J. Davis, all data at 
www.policyuncertainty.com. 
Data normalized to 100 
prior to 2010.
Downloaded from 
https://fred.stlouisfed.org/se
ries/USEPUINDXD#0

Data from 11 UK papers

http://www.policyuncertainty.com/
https://fred.stlouisfed.org/series/USEPUINDXD
https://fred.stlouisfed.org/series/USEPUINDXD


India Economic Policy Uncertainty Index

Source: “Measuring 
Economic Policy 
Uncertainty” by Scott R. 
Baker, Nicholas Bloom and 
Steven J. Davis, all data at 
www.policyuncertainty.com. 
Data normalized to 100 
prior to 2010.
Downloaded from 
https://fred.stlouisfed.org/se
ries/USEPUINDXD#0

Data from 7 Indian papers

http://www.policyuncertainty.com/
https://fred.stlouisfed.org/series/USEPUINDXD
https://fred.stlouisfed.org/series/USEPUINDXD


North Korean Economic Policy Uncertainty Index
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Source: ???  Data from 0 North Korean newspapers



Newspapers:

Pros: 
Monthly or Daily (real-time) back to 1900
Provides sub-categories (e.g. health, pandemic)

Cons: 
Newspaper bias?
Only for countries with sufficient (free) press



Measuring Uncertainty Across Time and Countries

- Financial Market Data

- Newspapers

- World Uncertainty Index

- Survey data
Uncertainty
barometer



The World Uncertainty Index covers 143 countries

www.worlduncertaintyindex.com

http://www.worlduncertaintyindex.com/


Uses Economist Intelligence Unit quarterly reports
EUI quarterly reports standard format, mean (and median) of 29 pages. 



Construction of the World Uncertainty Index from EIU Reports

EIU very standardized process
§ Field experts prepare a draft and send it to country experts at headquarters. 
§ Regional editor to integrate with their own and EIU broader inputs
§ Senior editor checks draft to align with overall EIU tone and approach

Pros
§ Comparable across countries with a standard process
§ Written by country experts for informed professionals

Cons
§ Only one EIU report per country per quarter, so limited body of text (noisy)
§ Only available quarterly with about 1 month lag



Pro Example China: WUI shows Cultural Revolution (not news EPU)

21Source: The World Uncertainty Index www.worlduncertaintyindex.com
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Source: https://worlduncertaintyindex.com/
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Fact 1: Global uncertainty has been rising….

https://worlduncertaintyindex.com/


Thanks to Bo Becker for the slide using data from www.worlduncertaintyindex.com

…..including rising in Sweden

http://www.worlduncertaintyindex.com/


Fact 2: The sources of uncertainty change continuously
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Source: https://worlduncertaintyindex.com/ Note only highlighted sources included (so does not add to the overall index)

https://worlduncertaintyindex.com/


Fact 3: Uncertainty higher in developing economies

25
Source: https://worlduncertaintyindex.com/

https://worlduncertaintyindex.com/


Fact 4: Country source of global uncertainty varies – e.g. from the US
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Share of Global Uncertainty from the UK
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Share of Global Uncertainty from Russia
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Measuring Uncertainty Across Time and Countries

- Financial Market Data

- Newspapers

- World Uncertainty Index

- Survey data
Uncertainty
barometer



Running a large UK monthly survey of 3,000 firms



81% respondents are CFO/CEOs, and 14% are financial managers 
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Similar Monthly US survey on 500 firms with the Atlanta Fed
Key questions on sales as follows



Averaging across firms reveals upside and downside risks (US data)

Source: Survey of Business Uncertainty conducted by the Federal Reserve Bank of Atlanta, Stanford University, and the 
University of Chicago Booth School of Business. For more information, see “Surveying Business Uncertainty”

https://www.nber.org/papers/w25956


Uncertainty in sales and hiring has fallen back post COVID (US data)

34

Source: Survey of Business Uncertainty conducted by the Federal Reserve Bank of Atlanta, Stanford University, and the 
University of Chicago Booth School of Business. For more information, see “Surveying Business Uncertainty”
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Since 2022 a major lingering uncertainty from inflation (prices)

http://www.decisionmakerpanel.com/


What about future uncertainty shocks?



The “Anna Karenina” theory of uncertainty

Certain times are all alike; each uncertainty shock is uncertain in its own way



So what to do – three tips from our recent HBR article

1. Follow domestic & global economics and politics

2. Pay for flexibility (e.g. lease vs buy)

3. Use contingency planning



Post slides on Linked-In, all research papers on my website



Back-Up Slides



Can also measure types of uncertainty: e.g. Trade Uncertainty

41

Note: The WTUI index is
computed by counting the
number of times uncertain (or
the variant) is near the
following words: protectionism,
North American Free Trade
Agreement (NAFTA), tariff,
trade, United Nations
Conference on Trade and
Development (UNCTAD) and
World Trade Organization
(WTO) in EIU country reports.
The WTUI is then normalized
by total number of words and
rescaled by multiplying by
1,000. For the list of countries
included in the index, see Table
1. Period covered is 1996Q1 to
2023Q2.

World Trade Uncertainty Index over time



Measuring types of uncertainty – e.g. Pandemic Uncertainty

42

World Pandemic Uncertainty Index over time, 

Note: The WPUI 
index is computed by 
counting the number 
of times uncertain (or 
the variant) is near 
the following words: 
Severe Acute 
Respiratory 
Syndrome (SARS), 
Avian flu, H5N1, 
Swine flu, H1N1, 
Middle East 
respiratory syndrome 
(MERS), Bird fu, 
Ebola, Coronavirus, 
Covid-19, Influenza, 
H1V1, and World 
Health Organisation
(WHO) in EIU country 
reports. The WPUI is 
then normalized by 
total number of words 
and rescaled by 
multiplying by 1,000.. 
Period covered is 
1996Q1 to 2023Q2. 
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Uncertainty shocks are followed by large economic contractions

43



Effects of uncertainty larger with weaker rule-of-law
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Note: Response estimated using the local projection method (Jorda 2005) :𝑦!,#$% − 𝑦!,#&' = 𝛼! + 𝛾# + 𝛽(𝐷!𝑊𝑈𝐼!,# + 𝛽)(1 − 𝐷!)𝑊𝑈𝐼!,# + 𝜃′𝑋!,# + 𝜀!,#
where y is the log of output (investment); 𝛼! are country-fixed effects; 𝛾 are time-fixed effects; X is a set of controls including lags of the growth rate of output and of the WUI index. 


