93

w5 AR B3tAAo] Tl Aol
nlxE odgh

e

oL
ol
*
*

=EXE 2 Ao o|= ZMER 22H4AM(Economic Policy Uncertainty, EPU)O|

AN
0
[\
)
I~
mn
C
ik
>
0
>
2
1o
ox
-0
m
)
(e
1o
o
N
rlo
H
=
o
rx
15
0z
rz
I
1=
n
N

FEIE SIEAIZ|0, MU 242 i =78 HHS| 5|55 = BES 2ol

URACE 2fEH9(7] o|F 2| Ltedat Z4o] 8tS2 TA|7|Ztol| Bl of A1 w7
stEistn] 2|55tk ST O #WE A2z HERCt

M FHO: EPU, E8 9-|Ao“é§ VAR, #&H%
M2 SE FHER: E4, F3, G1

£ ARk 2018. 4. 6, AIAF Y A ARk 2018, 7. 13 AX A Xk 2018, 9. 5.
* I U3 =4S 7 o] AALEA TAE =-Yth
* o FRAZAF ALY, e-mail: kimnh0335@gmail. com



94 FEEELE Al 66 F A4S

Fghdlyglo} Aol oJAFQ] Patric Harker+ 2017d 19, &340l F8A17,

ANEFE 233 BAl oA FFE mIE = Al tis Atk

“My biggest concern is concern. The biggest risk we face is uncertainty. If
vou ask every business leader, their biggest concern is: ‘Whatever changes
occur, just do them gradually. Let us adapt.” They have been in a world of
change for a long time. That's not going to go away; we cant take away
change. ... Their biggest concern is if something hits them, and they simply
cant or don't have the time and the resources to adjust.... Moreover,

uncertainty regarding fiscal and other economic policies had increased.”

The U.S. Economy in 2017: Why Uncertainty Is the Biggest Risk’
“Behind the Markets” show on Wharton Business Radio, Jan 6, 2017

L3204 (Uncertainty) & 918 (Risk) 2+ FAFHA 42 4= Sk oo tis
Knight (1921) & oJ® ARdo] WAet 71548 &8 T80 gle A5 844
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< oHs] FEAol B Al mA e 9F EF FAKH vyebd 5= Jlet o
thall Bloom (2014) & E2HAdE wes] mlgol tigh FHo| FA= Fejstar 9l
ot

Bloom (2014) el Eghdge] AANZAl d&F& v 5 e vl 744 Wiz

woll thel dwdstar slvh. A MAlZe 7ol A2 ARla Ay 738t

& o wgn]o] Y7 o] A B o A ol dF= mAE = 9l

te Helth. &, 71l A AY2 2242 ge] ek wj7bA] nRE ¢
3 ]

=
‘Lz"_ IEEE %_i@_‘]-/g/ﬂo

>,

ox,

N

s

1o

— 1o

s

o} A AH S v FEE A 3 H]go] wAE Jo] ¢+ 3
AF7] A7 = 710 B R 2ReE = gtk ole 7Ide] AL S v
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Stagde] w5, HE 71E AT A2 AR wATE &
% A7 = @t} Kraft et al. (2013) o] wh2d Q1221
Fo| & 71FEY Aol 1 ZA |t (Growth option). U]
A& nEetid, B4 0] Ale] AL HRE WA
ozx 7] AFES =Y % UTHOi-Hartman-Abel effects: Oi, 1961;
Hartman, 1972; Abel, 1983). ©] £]o] Nimark (2014) & &3S S7A1Z 5 9
£ 84 = ‘man-bite-dog signal’el] thall AF3star ok man—bite—dog signal’©|
Aot A5 AATAH = olEe FEE nlee] B ek 2% 7Ygte

Hgsta FE7F Al wizbA] B fAlERL ol Bloom(2014)3ﬂr
Bloom et al. (2012) o] A3t upe} o] 3 o] 71 o 719-S FA8 &9
(Wait and See) 31 AAko] hagith= A2k dx|gict. gH, F8A1<lA 9
AXFel vt 4717 9152 7}““01 A
3

bop f

Hir

—

it 5
Jo] At} (Bloom, 2014; Alexopolous and Cohen, 2009). 3HH, E2HAAL 34
Q1 omE 7| AL glom HIde olF Skshr] g B A7 JgHa 3l
o} B AFAE Baker, Bloom, and Davis (2016) 7} 27081 & E3A S
AHE-8F=d], Baker, Bloom, and Davis (2016) & ©]& 74182 &34 (EPU:
Economic Policy Uncertainty) 22 A 2]sla 2t} EPUE Baker et al. (2013) ol A]
FH2=2 A7lE o™ Baker, Bloom, and Davis (2016) 7} 727141 & H.

sto] EPUS AT g 727]AKe] HHE o] &3t BG4S SEH
7] wiZoll ©]52 EPUE ‘US News Based Policy Uncertainty Index' 2 % 2] ataL
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EPUS| FZ o] g&ol mX= gl el £Aetsith #2443, nl=9 EPUt
17 F3te] FEHe] dHdAE &) 9 WAE YeRiARE <2 &
ola 9IQIthk. Christou et al. (2017) & w]=2] EPUS} &F,
AVt 23, 98, 3=, 029 671 F7F T ES 9d VAR REos B
Aste] ml=o] EPUS| FA o] FAAI F44Q1 32 nA L = HRth
Krol (2014) & A&=ES d o2 EPUZL S8 Edd nAE 93-S #4389
o EPUZL S7Hrs A Gge] ostdnta 33k Ajmi et al. (2014) = W]
=9 EPU® EMU (Equity Market Uncertainty) ©] #A9l] sl <7tk EPUSH
AN L] thgk 721 Baker et al. (2013) ellA= wl=o|l A EPUS] Z7171 713
AR olofA 1 5o Btk A AFe A7 EPUS 7k AL &
VisE, 18 FAL, DEE 59 ®gd A d3ds vAn o
Samaniego and Sun (2016) & ©] 53} &40 wAY S| thall AF3ska Atk
%3k Bloom (2014) & Ega/do] AXRS FEF2 nXe vIAYSS 719 2
2ol AEA S FAo R Aisla 9lon o5 Bl wAE u AA
RS 4 w7 #shkes Aol ok oloprldtar 3Uth Caggiano,
Castelnuovo, and Groshenny (2014) £} Alexopolous and Cohen (2009) & &34
o] 7P A7IAA R olold TFs/deol EAlSH EPUZE g, £l nlA=
FIFE OE 7IREG A7IHAA BHE dsdittal Fekith #HZell= Basu
and Bundick (2017) ©] 719 3449 AaA =2 Qo nfay] ZA=ZE lstn
om o] ARE Bl EgAge] od I or AL &M, FaL ZEARNE
stEtA 7] =S BAEIATE Ul EPUC tiek A+t2 Add - o] ] (2018)
< Wl EPUZF 5l 562178 3441 432 v A cHisAE
stEA7]al AP ES AR S H3lth EPUSE AR A FE ARG A2 2
gl - o] 29 (2017) & T2 ENEE o]&3te] 39 A7 A | tek 5
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2) 2A3d - o]2Y (2017) M= ZEE AVAA g $HE 7£F E#s<l SVI(Search
Volume Index) & AFg-3le] SVIZE U] 28417 nxE 43S -E— 6‘}57_ Sil‘jr olxe]
T H A9 Ao|He daide WA 9 24449 FYE & F Ytk SVIE =l
A 7iQle] AAE 7] E-S A5t AR R sl 719 =0l vt B4 (attention) & WA T
EPU= ZAZ A ddE w27 |AE o] 83h] wE l A el tigk & B (information)
E ougiths HollA Zpolz) otk Egt B A Add - o2 (2017) e ohE AAH
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A &7 ANEA A7) 5L 12l v|Fel EPUS ek
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HA A ()2 728 2 9% VAR(p) 23S
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g2 8o 7749 S¢S e EPU, IUe] AR 74,
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D& 2w 7x79] AP Holth u, & o= A FX
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AR NGZEAY] TP Brp =022 BHATE 2] (2) A Yy, 4x19] 9
E 3x1¢] FWS WEE etk 4 Q% 4 (7 2

o] 278¢] Aoz Hajd 4= It} (Hamilton, 1994).

o
rE
¥
1=
T
s
A
gi
rr

p .
Yp,=dp+ ZﬁZFF Yii—itep, )
i=1

D D
. . .
Ypy=dp+t ZQSZ Y-t EﬂZDDYD,t—i—FUF,t
i=0 i=1

Dy = QDFQ;}

;= ﬁiDF_gpoﬁZfF

Elvw,")=2pp— QDF“Q;‘}‘“QDF/ =V

dD dp—Pyd i=1,...,p

T I7RE Bxsle] A=) EolAa gith @ & o] A9 ofAJo} €] 8ke]7]
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001’73/{_'% %ﬂ]iﬂ -E‘*ESH%— O]_g.i %Z‘lji%@"/‘?g’ H]ﬂ:_q—
V. 4737}
1. 0|2 EPUS| HMolet EAIXtZ

2 AFedA = vl=e] EPUZE 58] 384178 B AEA G v
7} A 8 F8A WAFE Aol
d 1958 2016\ 12970419 G F7EA| 5 (th9-22 A4, KOSPI), #H& (/2
2 g8, 4/22 g8), 8l (Effective FFR, 232 148) & =
1990 3€5E 20169 12€714] YdAtgeln, HPEHE Ed=
I gh=mo] AR A, AEFY ol (aAEVIAIS),  Effective FFR, MMR
(Money Market Rate) & AFg-3it}, zF s 8l=23) St Louis Fed®} IFSE4-

Bl At

(Figure 1) U.S. Economic Policy Uncertainty(EPU)
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Source: Baker, Bloom and Davis (2016).
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(Table 2) Johansen's Cointegration Test(lag 1)
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Dow Jones Index KOSPI
20500 300 2300 300
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2000.01 2003.08 2006.11 2010.04 2013.09 2016.12 2000.01 2003.06 2006.11 2010.04 2013.09 2016.12
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Note: Grey and blank lines represent U.S. EPU and financial variables, respectively.
(Table 3) Correlation Coefficient
EPU,_, EPU,_, EPU,_, EPU,_, EPU,
FFR, -0. 044 -0. 113 -0. 127" -0. 089 0. 002
Dowj, -0. 026 0. 030 0.074 -0. 061 -0. 266™*
Yen/$, -0.011 0.023 -0. 022 0.027 -0. 143*
Call, -0.103 -0. 059 -0. 081 -0. 051 0.022
KOSPI, 0.052 0. 080 0. 009 -0. 069 -0. 298**
Won/ $, 0. 008 -0. 029 0.032 0. 150* 0.188**
Notes: (1) 7, * and ** denote significant at 10%, 5% and 1% level, respectively.

(2) 7¢

(2) There are no significant correlations between EPU,_; and financial variables.
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2= SIC 71502 12 el VAR(1) 282 343t} (Table 5)& (Table 4)
o] AT} FEA FHL o] g3slo] ©E3 EPUY 1%p 552l g +4
SANES Bl R eahs 5003]9] FAEf S o] gale AlLtslsith. WA
EPUS] 1%p AT te 24702 § nl5 S5 ¥h8-& A9 E¥ FFR¥}
-2 A, Q/gE 28-S 247t 0.375bp, 0.068%p, 0.020%p 3lEHetH
1%, 1%, 5% TFA BAH R foldoltt. Eg EPU| 1%p 5542 24
MY o] 729 KOSPIZ 242} 0.206bp, 0.050%p sHEAl7IH /g8 &
2 0.033%p FSAZT) o189 vhe-& 247t 1%, 5%, 1% oA BAZCR
fre|doltt. FEAoE U9 8Tl Whe- 841 A1 A<k fAt

[ =
go] vZe] EPUS) ) FgW57E $H9 9P BeS @

(Table 4) Estimation Results of VAR (1) model
EPU, | FFR, | Dowj, | Yen/$, | Call, | KOSPI, | Won/$,
Constant 0. 647 -0. 594 0. 469 0. 040 -0.012 0.168 -0. 045
EPU, , -0. 249 -0. 067 -0.011 0.002 -0. 005 0. 020 0.003
FFR, , 0.179 0.712 0. 020 0. 006 0.104 0.011 -0.015
Dowij, -1.243 0.109 -0.015 0.016 -0. 063 0.542 -0.129
Yen/$,_, -0. 405 -0. 164 0.117 0. 206 0.519 0. 094 0.048
Call, - - - - 0. 487 -0.079 0.027
KOSPI,_, - - - - 0.079 | 0.253 | -0.009
Won/&,_, - - - - -1.152 0. 425 0.231
(Table 5) Cumulative Impulse Responses to EPU's 1%p Positive Shock
Period FFR Dowj Yen/ $ Call KOSPI Won/ $
-0.049 -0. 050 -0.014 -0.014 -0. 041 0.015
0 (0.041) (0. 011) ** (0. 006) * (0.032) (0.014) ** (0. 006) **
-0. 264 -0. 065 -0.019 -0.138 -0. 056 0.033
3
(0.088) ** (0. 016) ** (0. 009) * (0.062) * (0.025)* (0.011) **
-0. 336 -0. 067 -0. 020 -0. 186 -0. 052 0.033
6 (0.091) ** (0. 016) ** (0.009) * (0. 064) ** (0.025)* (0.011) **
-0. 370 -0. 068 -0. 020 -0. 203 -0. 050 0.033
12
(0.092) ** (0. 016) ** (0. 009) * (0. 065) ** (0.025) * (0.011) **
-0. 375 -0. 068 -0. 020 -0. 206 -0. 050 0.033
24
(0.092) ** (0. 016) ** (0.009) * (0. 065) ** (0.025)* (0.011) **

Note: * and ** denote significant at 5% and 1% level, respectively.
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EPUZ} 5tuje] S8R50l nA& o] F&3] ofE A2E FaA o|Foix&
A BR1sk7] 9lal vl=e] AARS] e AT dSeat B Ans
Hws] & vt alv}. <Tab1e 6)Z =9 671 S5 199 (% =& bp)
SEAd g 2471Y F o] 5] FHFANSS B I Wge WS T

Aoz AvEH FFR.J 1bp 524l thal %;;’—%Elﬁ‘r Qe8] e e &
o Z¥z} 0.919bp, -0.077%p BHE ¥kealn 1% 3ok BAA & folzo|t,

=22 A 1%p BeTE el é’%ﬂﬂr KOSPI, ¥/¥99 &2 77}
1.728bp, 0.972%p, -0.363%p W W31 1% FxolA AR Fo7 0]
o} Wi /e &0 1%p FsF4 ol el H A/2e) SN0, 413%pIHE
FE 1% FeolA] BAA SR frojdelth = (Table 7)& 7T7] ¥59]
ASFext FAHEE A3E Hoerh 4 PUA ZAo]l 39 67l aeHT
(FFR, T2 A%, /28] 38, 23w, KOSPL, 9/22 3H8) o BAks As)

EHEe 474 4.5%, 10.1%, 2.6%, 4.5%, 5.1%, 5.5%°1W EAHCZ &
ojHoltt. Thgo @ th-FEx 259 FZ o] KOSPI9F /98] H&e] #4ks A
Hale BES 747; 24.9%, 15.1% = EPUS| ARt} 31 EA8 o8 folzo
th Ql/ge] S FAL A/9Y & BARS 5.6% v AWshe SAAC
2 A<l ¥HA FFRe] F40] odl S88FE A¥sle Hl&S A= &
o] Ho]x] gttt (Table 5) ~(Table 7)¢] 235 Fhal B EPU FZ ol tigh uk
SARE A &+ ok 4 oheEx Age] 24 Aiske HlEE A
A21S A 98P EPUZE 10. 1% Awstal glom, o2&
o} /98] gl v G| Weke EPUS Bdait). /g8 ghge] $4o0]
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(Table 6) Cumulative Impulse Responses to Financial variables’ 1 unit
Positive Shock(24-Month-Ahead)

Res.

Sho FFR Dowj Yen/ $ Call KOSPI Won/ $
3.372 0. 060 0. 047 0.919 0. 006 -0. 077
FFR * 5k o\ + * 01 k% *%
(0. 195) (0. 033) (0. 020) (0. 131) (0. 046) (0. 021)
Dow 0.562 1. 016 0.078 1.728 0.972 -0. 363
ow
! (0. 455) (0. 075) ** (0. 056) (0. 416) ** (0. 164) ** (0.072) **
Yen/$ -0. 518 0.142 1. 257 0.911 0. 380 0.413
n
¢ (0.761) (0. 135) (0. 075) ** (0. 744) (0. 277) (0. 126) **
1. 763 -0. 138 0.074
Call - - %% * *%
(0.110) (0. 058) (0. 025)
0.553 1. 187 -0. 165
KOSPI - -
(0.236)* | (0.095)** | (0.053)**
Won/$ -2.550 0.951 1. 200
Von _ _
(0. 546) ** (0. 229) ** (0. 099) **
Note: ¥, * and ** denote significant at 10%, 5% and 1% level, respectively.
(Table 7) Variance Decompositions(24-Month-Ahead)
Res. .
Sho FFR Dowj Yen/ $ Call KOSPI Won/ $
0. 045 0.101 0. 026 0. 045 0.051 0. 055
EPII * 3k * % * % * * % * %k
(0. 008) (0.011) (0. 006) (0.022) (0.014) (0. 014)
0.934 0.003 0.023 0. 002 0.031 0. 027
FFR s .
(0.022) (0. 008) (0. 010) (0.018) (0. 026) (0.021)
Dow 0. 020 0. 889 0. 007 0. 028 0. 249 0.151
ow
" 0,018 | ©.0179* | 0.009 | ©.020 | 0.022* | (0.022)*
Yen/$ 0.001 0. 007 0.944 0.029 0.018 0. 056
en . .
(0. 009) (0.012) (0.015) ** 0.017) (0.018) (0.022)
0.874 0. 005 0. 007
Cal] - - *%
(0. 048) (0. 022) (0. 010)
OS] ] ] ] 0.020 0.627 0.080
(0.021) (0. 044) ** (0. 020) **
0. 001 0.020 0.623
W - - -
on/$ 0.009 | (.02 | (0.036)**
Note: *, * and ** denote significant at 10%, 5% and 1% level, respectively.
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(Table 8) Sign Restrictions for the Contemporaneous Responses(Financial Variables)

EPU FFR Dowj Yen/ $ Call KOSPI | Won/$
uf™v + - - ? - - ?
uf™ ? + - ? ? ? ?
umi ? + + ? ? + -
AR I S N N (N S S (N O I N

u™ ? ? ? ? + - ?
ufKOSPI ? ? 9 ? 9 + -
uy ? ? ? ? ? + +

Note: u, represents structural shock of each variable.

(Figure 3)& EPUS] 1%p “Fs54l
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(Figure 3) Cumulative Impulse Responses to EPU's 1%p Positive Shock

Federal Funds Rate (FFR) Call rate
0 e 15
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Notes: (1) Solid line: median response, Dashed line: 10" and 90" responses, Solid-Dashed:
Cholesky factorization.
(2) Impulse responses of median, 10th and 90th are the value obtained under the sign
restrictions in (Table 8).
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(3) 1 2| EPUE 0|28t 4%

o]7]4 %= Baker, Bloom, and Davis (2016) 7} A|Al8l= n]=e] EPUS A &-3}3h
EPU®| thelir sz} @t} o]E 918) Baker, Bloom, and Davis (2016) 7}
Z712 AASHE 10719] EPU SdA] ‘B8, ‘A3 A (Taxes or Spending)
=& TA, ‘€71 (Sovereign Debt/Currency Crises)’ & 5841743 #dHo] &
7he] EPUE©] Zj9] F¢A13¢ nxE 93k A3t 0|52 22 EpU™Y,
EPU™, EPU™, and EPUY™Z Folgit}. (Figure 4> ©|S 47] EPUS] Zo0]=
Uehle 4L 47ie] EPUS, 3|A4e 7]&e EPUE om|dit. 4
EPUM", EPU™E EPUSF fAKE F0]8 HolFm glom EPUY e 246917] o
A, EPU™E F897] 71748 20139714 EPUSH 7 dA)ste Aoz vehd
o} Wb EPUC™ F-6917] 71zt 2 ghe Yehlz ook ol F6917] ol
Aol Fabgdde] AAEH B JRdAzl whoud 38907 o) F A
2] 7127} A&EHA Belg At A de] o 2 A4BTAE A E 3]

(Figure 4) U.S. EPU and Other EPUs

Monetary Policy Fiscal Policy (Taxes or Spending)
451 300 401 300
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351 301
301 ‘ 200 251 200
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151
151 \ 100 ( \ 100
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50 50
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1 0 1 0
2000.01 2003.06 2006.11 2010.04 2013.09 2016.12 2000.01 2003.06 2006.11 2010.04 2013.09 2016.12
Financial Regulation Sovereign Debt / Currency Crises
1001 300 1201 300
801 250 1001 250
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Note: Grey and blank lines represent U.S. EPU and other EPUs, respectively.
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(Table 9) Cumulative Impulse Responses to EPU's 1%p
Positive Shock(24-Month-Ahead)

Shock FFR Dowj Yen/ $ Call KOSPI Won/ $

EPUMP -0. 439 -0. 080 -0.038 -0. 278 -0.077 0.031
) (0.091) ** (0.017) ** (0.009) ** (0. 068) ** (0.026) ** (0.011) **

EPU -0. 158 -0. 031 -0.019 -0. 065 -0.038 0.013
(0.047)** | (0.009)** | (0.005)™ | (0.035)" | (0.013)** | (0.006)"

- -0. 320 -0. 060 -0.019 -0. 207 -0. 055 0.021
(0. 080) ** (0.013) ** (0.008) * (0. 054) ** (0. 020) ** (0.009) *

ppucis | 0102 -0.003 0,002 0,042 0.013 0.007
(0. 029) ** (0. 005) (0. 003) (0.021) * (0. 008) (0.004)"

Note: *, * and ** denote significant at 10%, 5% and 1% level, respectively.

Yeoloz Helth (Table 9)< 4714 EPUE o] &3t 342472 HolFu FFRY|
gk gk EPUMY (-0. 439bp) 7F EPU (-0. 375bp) Bth ] ZA] JeRdL), o= =

729 A= Lt (EPUM: 0. 278bp, EPU: -0.206bp). =, E3}4 =] gt
281449l EPUMTVE v EPUREY FEle] nXE o] Ak =@ EPUNTL
ThH-E2 A5 (-0.080%p) € KOSPI(0. 050%p) © PIX& &= EPURT FA
yehdt}, wixjetez EPUME <o /2e) 28 (-0.038%p) & slEA7IH /2
H& (0. 031%p) & A5A1ZIth 88, EPUY™SS= F7te) 3hgd] BAF o2 f9
Q1 FEE A vl 2AE FHHEH, A Aot 5 A Sl o
gt EPUC Hlaf F3b 2 Bahaido]l mule] 841 o & 932 mXa o
=
3. AEAE

oMol mlare] EPUSH sje] AARSES] Ao
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2

| Adsitt B2tE 7] wjiEe] F=o @eEE AR wEbA 2 AFellA e
EAIe EA4S flaiA 1990d 395H 2016 1297kA]9] A4 78, E7F
& (2AE7IAS), FFRZ Al5a8]Ql MMR (Money Market Rate) 5 < ©] &
th I @ EEl 2 ellA] ARSgE ZFelE 19913 5E 9] AE7t 7188 o
o 252 thl IMFA A &she MMRS A3t} ol& HsE A2 18
g o F gej2o] SRt AR S V14 BR T HSE IR AR
o} ((Table 10y #+=).6)

Figure 5 Fule] AARSFED v=e] EPUS Fol& 3
%* S} vl=e] AL A Al 22lola ot gho] AR AR A

o>

M

f
N
kel
%0
o

o] A Zo] ¢ At} v|=e E7PISEL 22 F859Y7] 7|7 ZA sEEk=
Elass] 3%94 E7PISES 93H9]7] 717t 2 S ES Bty 1 9|9 V|3t &
RFg Al
(Table 10) Unit Root Test for Macroeconomic Variables(lag 1)
Test ADF PP
Variables Constant Trend Constant Trend
EPU -7.069** -7.372%* -7.211%* -7.550**
P -5. 556** -5. 554** -4, 219%* -4, 208**
a® -11. 384** -11.618** -9. 455** -9, 54T**
FFR -2.292 -4, 340%* -2.130 -3.199
I -4.979** -4, 971%* 5. 247%* -5. 240**
T -12. 129** -12.641** -11. 208** -11.510**
MMR™® -1.531 -3.707* -1.870 -3.635*

Note: ¥, * and ** denote significant at 10%, 5% and 1% level, respectively.

5 AlsEE (MMR) & F8A13e BFE2EE ujsiy ditdoz Al5e3e] 1
F2E Zo,

6) FFRZ} MMRLE FA7} gl AL wo)2o] ZAgt). a9t (Figure 5yox] ¢} o] &
FEL AL EART AL B 3] BEsiY £ AFdM T FAE 123 el 13
Z 7Nk 2 B4 2 3tk E=3F MMR tiAl 22215 AREsled 19913 RE B35k
o= AP ARSI
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(Figure 5) U.S. EPU and Macroeconomic Variables

Industrial Production gap (US) Industrial Production gap (Korea)
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Note: Grey and blank lines represent U.S. EPU and macroeconomic variables, respectively.
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4 (29 F¢970), 19999 195E 20073 12¢, 2009d 7€5E 2016 12¢
o] 7R guHErt nEEm F59171717Es 20089 89 ® 2t A= F
Aot YefE 2 of7[x= 20089 1€5FEe] HrisE 1eist 2373 Ao
B2 3t

(Figure 6)-= EPU®| 199] 554 g TUe] AXRTEY] FAFHTS
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(Figure 6) Cumulative Impulse Responses to EPU's 1%p Positive Shock

Industrial Production gap (US) Industrial Production gap (Korea)
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Note: Solid line: median response, Dashed line: 10™ and 90™ responses.

N

ATE Fry

==
|

7]

and Pagan (2011) 2} o] (2014) & A3 A

o

I+
o

7ol m=r

k278 (Table 11)3} 2t} o5 A

o
=

e

B
o)
W

ol
T

wWE2X9F Faust (1998), Canova and De Nicolo (2002), Peersman (2005)

TEE

2] Wk

=7t

7]

-
LI

Blo] B o Fof| A
t}. 8 (Table 12)¥& ol|A] o]o}r]

&

ek, ol

Els

A}

1= o] ANNSEL BAE

S
pud

4 w=3

@3

oA

=
=

]

Q7

-0
=]

3} sl 71

(Table 11)

1 ulsh

S
p8

2lo] ¢ dellA A

t}. @ F

o



116 FEEERHZE A1 66 F A4 &

#H, EPUE BAI719 =3t ml=e] AiALt A E7PdsES st A e
= 7P gtk
(Table 12)9] F-zAFz71
ZALS S =33, 3l of 7|4 = Fry and Pagan (2011) 9] MT (Median
I

tlo
o,
oo
ol
L
u
(¢
T,
>
Lo,
0.
4
o
N
- S
an
T
ol
g
[o
il
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(Table 11) Sign Restrictions in Macroeconomic Variables

Shocks IP T i

" (AD) + + +or ?
ul (AS) - + +or 7
u; (MP) - - +

(Table 12) Sign Restrictions for the Contemporaneous(Macroeconomic Variables)

EPU P L FFR 1P | MMR®

u™ + - - ? - - ?
Ufp( Us) ? + + ? + ? ?
up % ? - + ? ? ? ?
ufFf? ? - - + 2 9 2
A ? ? ? ? + + ?
ur K1 7 ? 7 ? - ¥ 7
u;wzlm(m) ? 9 ? 9 B B N

Note: wu, represents structural shock of each variable.

(Figure 7)< EPUS] 199] 54 tal Zd27] Bl & 7He w254
BHe3 HH, MT FASATES HolEth 7|4 402 HHEYE O Sdatt



(Figure 7) Cumulative Impulse Responses to EPU's 1%p Positive Shock
(Cholesky factorization, Sign restriction and MT Impulse Responses)

Industrial Production gap (US) Industrial Production gap (Korea)
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Notes: (1) Solid line: MT, Thin Dashed line: Median, Thick Dashed line: 10" and 90™,
Solid-Dashed line: Cholesky factorization.

(2) Impulse responses of MT, median, 10" and 90" are the value obtained under the
sign restrictions in (Table 12).
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(Figure 8) Cumulative Impulse Responses to EPU's 1%p Positive Shock(MT responses)
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Notes: (1) Thick Solid line: MT (Whole period), Thick Dashed line: MT (After Asian financial

crisis), Thin Solid line: Cholesky (Whole period), Thin Dashed line: Cholesky (After
Asian financial crisis) .
(2) Impulse responses of MT, median, 10™ and 90" are the value obtained under the

sign restrictions in (Table 12).

F-=9] (Figure A2yl w=w =] A4t 7 E
o W dEHel A @rlEE] (MMR) o 75 whe-of Wk A
t ZA vepdt}. o] (Figure 54 & 5 310l £]$H9]
o Wgo] 2 Aol 71dshH 2] &k9)7] o3t o] Fofl =l Al
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(Table 13) Cumulative Impulse Responses to EPU's 1%p Positive Shock(MT responses)

Period  |[Model| IP" s FFR [p** R MMR™

. Chol | -0.224 0.096 -0. 086 0.026 -0. 006 -0.035

MT | -0.345 -0, 544 0. 380 -0.471 -0.210 | -0.370

X Chol | -0.419 -0.118 -0.418 -0. 245 -0.018 -0.173

MT | -0.546 -0.303 0.241 -1.111 -0.019 -0. 355

. Chol | -0.703 -0. 090 -0. 655 -1.000 0.012 -0. 258

Whole MT | -0.693 -0.071 0. 005 -1.018 -0. 008 -0. 361
Chol | -0.721 -0. 044 -0. 628 -0. 966 0. 002 -0. 299

6 MT | -0.657 -0. 031 -0. 056 -0. 666 -0. 011 -0. 361

. Chol | -0.570 -0. 007 -0. 441 -0. 453 -0. 001 -0. 304

MT | -0.461 -0. 005 -0.099 -0.123 -0. 001 -0.216

o Chol | -0.307 -0. 002 -0. 209 -0.148 0. 002 -0.129

MT | -0.221 -0. 001 -0.076 -0. 060 0. 000 -0. 042

. Chol | -0.239 0. 061 -0. 168 0.022 -0. 060 -0.010

MT | -0.288 -0. 504 0.372 -0.512 -0. 264 -0.416

. Chol | -0.348 -0.175 -0.393 -0.419 -0.115 -0. 051

MT | -0.435 -0.313 0. 281 -0.983 -0. 092 -0. 458

Afeer |, Chol | -0.629 -0.119 -0. 592 -1.340 -0. 032 -0.191
Asian MT | -0.549 -0. 087 0. 146 -0.516 -0.027 | -0.493
Financial ; Chol | -0.692 -0. 057 -0. 59 -1.189 -0.015 -0. 252
Crisis MT | -0.519 -0. 040 0.114 -0. 089 -0.018 -0. 467
. Chol | -0.659 -0. 005 -0. 498 -0. 509 -0. 006 -0. 301

MT | -0.352 -0. 005 0. 088 0.359 -0.010 -0.323

o Chol | -0.483 0. 000 -0.317 -0.179 -0. 005 -0. 243

MT | -0.137 -0. 001 0.071 0.220 -0. 005 -0.127
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(Table 14) Cumulative Impulse Responses to Interest Rate's 1%p Positive Shock

Interest Rate FFR’s 1%p Positive Shock MMRKR's 1%p Positive Shock
Period  [Model| TP A MMR™ P 7% MMR™
0 Chol 0. 528 0.039 0. 041 0. 000 0. 000 1. 000
MT 0. 368 0. 836 0. 303 -0. 503 -0. 036 0. 538
1 Chol 0.518 0. 006 0. 098 -0. 186 0. 007 0. 933
MT -0.451 0. 301 0. 631 -0. 174 -0. 025 0. 526
A Chol 0. 396 -0. 002 0. 213 -0. 467 0. 004 0.723
Whole MT | -1.097 0.014 0.590 0.239 -0. 010 0. 489
Chol 0. 308 -0. 001 0. 260 -0. 510 0. 001 0. 587
6 MT | -0.999 -0. 005 0. 438 0. 237 -0. 003 0. 473
1 Chol 0. 086 0. 000 0. 290 -0. 378 -0. 002 0.273
MT | -0.461 -0. 007 0.133 0.024 0.001 0.392
o4 Chol | -0.060 -0. 001 0.176 -0. 097 -0. 001 0. 042
MT | -0.076 -0. 002 -0. 001 -0. 074 -0. 001 0.190
0 Chol 0. 686 -0. 062 0. 000 0. 000 0. 000 1. 000
MT 0.503 0. 374 0. 142 -0.471 -0.229 0. 494
1 Chol 0. 680 -0. 029 0. 021 -0. 634 -0. 006 0. 947
MT 0. 176 0. 096 0. 154 0.215 -0. 020 0. 508
After i Chol 0.612 -0. 015 0.075 -1.315 -0. 001 0.762
Asian MT 0. 538 0. 001 0. 207 0. 265 0. 005 0. 508
Financial 6 Chol 0.576 -0. 011 0. 104 -1. 311 0. 000 0. 643
Crisis MT | 0.572 -0. 005 0.235 0.074 0.003 0.483
P Chol 0. 462 -0. 005 0. 163 -0. 876 0.001 0.371
MT 0.382 -0. 004 0. 267 -0. 105 0. 002 0. 376
o1 Chol 0. 273 0. 000 0.190 -0. 317 0. 000 0.131
MT 0. 228 0.001 0. 243 -0. 015 0. 003 0. 229
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(Figure 9> Korean Industrial Production gap and Short-term Interest Rates
Industrial Production gap (Korea) and MMR
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(Appendix)

(Figure A1) Cumulative Impulse Responses to EPUs 1%p Positive Shock

(The case of a restriction on the simultaneous rise of the call rate to the KOSPI)
FFR Dow Jones Index Yen/ $

(The case of a restriction on the simultaneous rise of the call rate to the Won/$)
FFR Dow Jones Index Yen/ $

,,,,,,,,,,,,,,,,,,,,,

(The case of a restriction on the simultaneous rise of the KOSPI to the Won/$)

FFR Dow Jones Index Yen/ $
Call Rate KOSPI Won/ $
Notes: (1) Solid line: median, Dashed line: 10" and 90", Solid-Dashed line: Cholesky

factorization.
(2) Impulse responses of median, 10™ and 90™ are the value obtained under the sign
restrictions in (Table 8.
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(Figure A2) Cumulative Impulse Responses to EPU's 1%p Positive Shock
(Before Asian financial crisis, 1990.1~1997.11)

Industrial Production gap (US)

Industrial Production gap (Korea)

1 5 9 13 17 21

Inflation (US)

25

1 5 9 13 17 21

Inflation (Korea)

1 5 9 13 17 2

Short-term Interest Rate (FFR)

%

1 5 9 13 17 21

Short-term Interest Rate (MMR)

Note: Cholesky factorization.
bootstrap replications.

Dashed lines are 90% confidence intervals obtained by 1, 000
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(Figure A3) Cumulative Impulse Responses to EPU's 1%p Positive Shock
(Loose restrictions of EPU)

Industrial Production gap (US) Industrial Production gap (Korea)

1 5 9 13 17 2 25 1 5 9 13 17 21 25

Inflation (Korea)

0 ,==
01 /
02/
. 03
1 5 9 13 17 21 25 1 5 9 13 17 21 25
Short-term Interest Rate (FFR) Short-term Interest Rate (MMR)

Note: Solid line: Loose restrictions of EPU, Dashed lind: Base restriction in (Table 12)
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The Impact of U.S. Economy Policy Uncertainty

on Korean Economic Variables*

Nam Hyun Kim™**

Abstract

This paper focuses on analyzing the influences of Economic Policy
Uncertainty (EPU) in the U.S. on the Korean economy. In particular, the
Korean economy is influenced by a foreign EPU through changes in the
foreign economy. 1 reflect this using a block exogenous VAR model. In
financial markets, the empirical results after the financial market fully opened
since the Asian financial crisis show that a positive shock to the EPU decreases
the Korean and U.S. stock prices and interest rates while increases the
won/dollar exchange rate in financial markets. When using other EPUs, the
EPU about “Monetary Policy” shock had the strongest impact on the Korean
financial market. According to empirical results of the macroeconomic
variables, an EPU shock decreases the U.S. and Korean industrial gap and
short-term interest rate, however industrial gaps start recovering slowly after
three months. After the financial market fully opened, responses in industrial
production gaps were smaller and faster than those over the entire period and
showed a faster recovery speed.

Key Words: EPU, block exogenous VAR, sign restriction
JEL Classification: E4, F3, G1

Received: April 6, 2018. Revised: July 13, 2018. Accepted: Sept. 5, 2018.

* 1 would like to thank the anonymous referees for their valuable comments.
** Research Fellow, Korea Deposit Insurance Corporation, Cheonggyecheon-ro 30,
Jung-gu, Seoul 04521, Korea, Phone: +82-2-758-1035, e-mail: kimnh0335@ gmail. com



