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What do we Mean by “Uncertainty?
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“the stars are sometimes far from 
where we perceive them to be” 
--Powell speech, Jackson Hole, 2018
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Bloomberg Economics
Surging Trade Uncertainties 
About 10 Times Previous 
Peaks: IMF
By Jiyeun Lee
September 10, 2019 

Word Clouds from BoE Minutes during periods 
of increased mentions of “uncertainty”

Source: Forbes (2016), “Uncertainty about Uncertainty,” Bank of England speech.

https://www.bloomberg.com/authors/AQiq3B2uJqQ/jiyeun-lee


Always Uncertainty?

Economist
The cloud of 

uncertainty
Dithering in the dark

“More than at any point in recent history, the global economy’s 
fate is tied to the capriciousness of policymakers?”

A popular measure of policy uncertainty by Bloom and 
coauthors recently hit its highest level….

What is the date?



Measuring Uncertainty: Key Issues

• First or second moment?

• Broad groups of measures
• News based measures
• Survey based measures
• Financial market measures
• Can send very different 

signals

• How to assess the effects?

Source: BoE, Monetary Policy Report, Nov 2019.



Assessing the Impact on the Economy
Different Sectors
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SVAR impulse responses to uncertainty shock in UK

Source: Forbes (2016), “Uncertainty about Uncertainty,” Bank of England speech.



Assessing Impact on the Economy
Boosts Labor Market?

Source: Saunders (2019), “Shifting Balance 
of Risks,” Bank of England Speech 

Source: Broadbent (2019), “Investment and 
Uncertainty: The Value of Waiting for News,” 
Bank of England Speech 



Assessing the Impact on the Economy:
Identification
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a) GDP b) Business investment 
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Source: Forbes (2016), “Uncertainty about Uncertainty,” Bank of England speech.



Assessing the Impact on the Economy:
Duration of Expected & Actual Uncertainty
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 Source: Forbes (2016), “Uncertainty about Uncertainty,” Bank of England speech.

SVAR impulse responses to uncertainty shock in UK



Considerations for Monetary Policy

• Incorporate “uncertainty” measure directly in forecast
• BoE experience
• Impact on inflation much more muted than GDP

• Considerations around ELB

• Orphanides “balanced approach” (Jackson Hole, 2019)
• Focus on deviations of growth, not output gap
• More weight on near-term growth, natural growth (n*) rule

• Shift communication away from central case
• Fan charts, probability distributions
• Scenario analysis



Communication Challenge?

Source: IMF (2019), World Economic Outlook, AprilSource: BoE (2019), Inflation Report, August
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