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Uncertainty 
barometer

Uncertainty is hard to measure…..

………so I’ll show three Real Time Monthly approaches



Approach 1: Text



One Text Measure from Newspapers: Economic Policy Uncertainty

www.policyuncertainty.com



The Economic Policy Uncertainty (EPU) index 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}

• Normalize by the count of all articles, sum to get Monthly US index

• Similar process on ≈2000 newspapers for Daily US Index



Another Text Measure is The World Uncertainty Index - Covers 143 
Countries Monthly



Uses Economist Intelligence Unit monthly country reports
EUI quarterly reports standard format, mean of 29 pages. 



The Economic Policy Uncertainty US index and the World 
Uncertainty Global index both spiked in 2025
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Source: “Uncertain about Uncertainty”, IMF F&D Magazine,  https://www.imf.org/en/Publications/fandd/issues/2025/09/uncertainty-about-uncertainty-nicholas-bloom 
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Text Mentions of “uncertainty” in IMF, OECD, World Bank and ECB 
Reports also Spiked in 2025

Source: “Uncertain about Uncertainty”, IMF F&D Magazine,  https://www.imf.org/en/Publications/fandd/issues/2025/09/uncertainty-about-uncertainty-nicholas-bloom 
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Even Text Mentions of “uncert*” in the Beige Book Spiked in 2025

Source: Analysis of the Beige Book by Hites Ahir. Scale is “uncert*”/total words scaled by 1000. Months allocated to quarters.



Approach 2: Markets



S&P500 equity implied volatility (VIX) and bond implied volatility 
(MOVE) rose during 2025, but also dropped by Oct 2025
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Source: “Uncertain about Uncertainty”, IMF F&D Magazine,  https://www.imf.org/en/Publications/fandd/issues/2025/09/uncertainty-about-uncertainty-nicholas-bloom 
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Approach 3: Surveys



Two Large Monthly Firm Surveys in the UK and US



Folks are Recruited by Phone and then moved into an Online Panel



85% respondents are CFOs, CEOs  or FDs
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Surveys Ask About Forecast Distributions – e.g Sales



UK and US Sales Uncertainty Jumped in 2020 Then Dropped Back
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Can Also Examine Different Types of Uncertainty – Sales and 
Hiring Uncertainty Spiked Early, Price Uncertainty Spiked Later

Source: Decision Maker Panel www.decisionmakerpanel.com 

http://www.decisionmakerpanel.com/


What to conclude…..

No measure is perfect, and they all track different types of uncertainties

Overall, I would say uncertainty is elevated (7/10), but not at epic levels



One thing is certain - the sources of uncertainty changed over time

Source: “World Uncertainty Index” www.worlduncertaintyindex.com by Ahir, Bloom and Furceri (2022)

http://www.worlduncertaintyindex.com/


 Measuring Uncertainty

 Impact of Uncertainty on Firms



Theory: two main mechanisms for uncertainty to impact firms

Risk: uncertainty increases hurdle rates
(e.g. Keynes 1936  or Tobin 1958)

Real options: uncertainty makes firms delay with adjustment costs
(e.g Bernanke 1983 or Dixit and Pindyck 1994)

→ (I)  Uncertainty lowers investment “levels effect”
→ (II) Uncertainty lowers reallocation “caution effect”



Empirics “levels effects”: Higher uncertainty correlated with lower 
investment, employment growth and sales growth (Census data)

Source: “Investment and Subjective 
Uncertainty”, International Economic 
Review, November 2024, Nick Bloom, 
Steve Davis, Lucia Foster, Scott 
Ohlmacher and Itay Saporta-Eksten

Data from 25,000 US Manufacturing 
Plants surveyed in 2015
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Empirics “levels effects”: Uncertainty Correlated With Less 
Investment, R&D, Hiring and Scientist Hiring (Compustat and Revelio)
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Source: “Short and Long Run 
Uncertainty”, Jose Barrero, 
Nick Bloom, Adithya Mohan 
and Ian Wright, 2025. Data 
sources: Compustat 
Quarterly Investment Rate, 
2004-2023, 114,000 obs, 
3000 firms; Compustat 
Quarterly R&D. 2004-2023, 
78,000 obs, 2000 firms; 
Revelio Quarterly 
Employment DHS Growth, 
2008-2023, 69,000 obs, 1600 
firms. OptionMetrics data on 
implied volatility
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Empirics “caution effects”: Uncertainty also reduces reallocation – 
firms respond about 50% less to market signals at high uncertainty
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Source: “Short and Long Run Uncertainty”, Jose Barrero, Nick Bloom, Adithya Mohan and Ian Wright, 2025. Data sources: Compustat Quarterly Investment Rate, 2004-2023, 114,000 obs, 3000 firms; 
Revelio Quarterly Employment DHS Growth, 2008-2023, 69,000 obs, 1600 firms. OptionMetrics data on implied volatility. Volatility split by low=bottom 25%, high=top 25%.



Uncertainty effects amplified if financial constraints are tight

Real and financial frictions multiply – uncertainty cuts 
investment from both “real options” and “cash options”

Figure 2: Marginal Impact of Uncertainty on Investment 

Uncertainty impact ≈3x in tight 
financial conditions of 2008/09



Example of Persistently Damaging Uncertainty: Brexit

Source: “The Economic Impact of Brexit”, Nick Bloom, Phil Bunn, Paul Mizen, Pawel Smietanka and Greg Thwaites, NBER Working Paper 34459, November 2025



Conclusion

> Uncertainty has risen in some, but not all, measures in 2025

> Uncertainty rapidly reduces employment and investment

> Longer-run reduces growth from reallocation and innovation effects
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