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Abstract  This study analyzes the effects of category-specific economic pol-
icy uncertainty (EPU) shocks, which are extracted based on text analysis, on the
macroeconomy and financial markets in Korea. The estimation results reveal that
the effects appear to be distinct, depending on the type of EPU shocks. Shocks
to monetary policy uncertainty (MPU) and foreign exchange policy uncertainty
(FXPU) lead to a decrease in real GDP, employment, and stock prices, and a
depreciation of the Korean won. Shocks to fiscal policy uncertainty (FPU) affect
the macroeconomy and financial markets to a less extent. However, shocks to
trade policy uncertainty (TPU) appear to have little impact on the Korean mar-
kets. Taking into account to the estimation results, it would be recommended
for policymakers to focus more on reducing MPU and FXPU since shocks to
MPU and FXPU may lead to a decrease in real GDP and employment and the
heightened volatility in equity and FX markets.
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oA A H FEAHETES AT AR fFEYS B4 5k f-85ith a2 A QLA
2 Ao AL 712 A7ele] M @s} sPselths HolH BEag-e ol gatatt

8Shadow federal funds rate’=1]=2] A| 2 22| A8H(Zero lower bound; ZLB)oJ| A &-& o34}t
713228 245171 9/9) W and Xid 2016)5] €]} 4 2 o] 2+ o] o] A B Aol 4
o] 85|t} Shadow federal funds rate:= u|= Federal Reserve Bank of Atlantao]| A -&%5}=
ot o] Ao 2] of| A =5 o] 7155}t https://www.atlantafed.org/cqer/research/wu-xia-shadow
-federal-funds-rate
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A B 2|4 7HAFEHA 9 € (Correlation matrix)< LFEFHTE F3H4 4
BT AP BEAA, S BT e B84 9]
ATPAE 242 0.6199F 0.5292 UL Aoz ok & 4 glom,
olgjet AHE S Foll B B AR B, «2Hg Y B
AT ZFA7IZ et B A FARH HEdlte AL o 4 ok B8
A2 B3 e 28 o] ATA = 0.3652 LERY, Al
o2 I AMIAE HYSS & 4 Uth 5, R34 B4 2 o &
a3 FAAA g THe] FTTATE A Q] 00l 7PAA LrERG O T, o]
S AME S T ot H, R B2 2477 St T E A 7 A 5
AARA B0 FEEHE OE PHE RO = AS ¢+ Utk

<JdP>ev i AAAA B2 252t - 107]5EH 1+ 10
716l shdshe 717k 2k ul2 0] VIX 2]%-0k0] 3134 AFpHA Cross- correla-
tion)& X o]F T} =, t 7] (Contemporaneous relationship) 2] 2} -9-& & 74 2] 4 24
B84 250} k7] o AT 0| VIX #4-0] WA} ALHAE et
o5 Foll VIX A]5-9F 7t 3 AAZH =24 A4 7 538 BA (Con-
temporaneous relationship) & ofu] 2} 4154-35) 34| (Lead-lag relationship) &

f59 8 % ootk

a9 2 998 AR 2SI VIX A% 7F LA ATTACross-
correlation)

offt E
o
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1] =+9] VIX A<=+ k = 07](Contemporaneous relationship)of| 4] 5314 2
2opaly, AERH BopA, e BT A1 L P AT
AE HolH, 217} 0.40, 0.48, 0.499] JHIAE 2he A o= Uehdt. o]+=



0] =+9] VIX A|4=9} gt=o] 55142 B4, A4 B2k A, o3k =]
BIAAHL Mo BART ¢ 7435 53 TAE HYS Feld 4 =g,
ol ul= FAA Ao MEAo] A2 ZZHA o7 F Ao HFg E o] gh=-o]
E5142, A AR, Lty Bt o) tigt AAFAE 2] 71dof] AT
nj2]= 7o 2 sAsk 4 9tk

HhH, 0]=k9] VIX A4 k= 107|904 k = 27|7kA] 42 B3k
At 2o Wt A AE Ho A, 1 o]F o= 09 7[7ke gHS LreRd
t}. oA ESAA, AN B, st Bt A9 BE
k= —87]0| A k = 47|7}2] VIX 2|42} 9] wat AWIAE Hol= A&
& = J=d, o= Al 7HA] GHE AAAAN B84 0] VIX 2|42 At A

=0 3 AARY A Aol g Ao AXNFALY} FF
£ ST 2A 5t FFRtetr] flste], AAl AS A Aol A
SSHA| AFR &)= L2 A W e 2F7] 3] ] B ¥ (Structural vector autoregressive
model; SVAR)-2 FA 5t 5, =ZAHH2-E A (Impulse response analysis)-S A Y
gtk 715 0.2, SVAR B2 ofg) 413} Zo] vehdl 4 ok,

AY, = D(L)Y, 1 + 0 (L)X, + Bu, ()

1 Ao, Vs e8] 38 AARY 544 A5, 2 AA AN
24 P WS-SR ol o] YR wE 0|6, D(L) 1(1) SVAR A
289 DynamiesS A4}z, 24 Elojop & 517145 Foloh. & 727
Q@ 2}8K(Structural innovations)-2 L}E} o

2 Aol A F35k= SVAR 23 9] 79, A H ]| S2(Recursive) ] A
ohg Hof SH ABR GO 2, ARBL 24 7) 12 2 harZ A (Lower
triangular matrix) =, B 22 t}Z}) H (Diagonal matrix) 2 A S} Tt

=
rr
15
i
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Aol Aa viel o], ¥ AAGH 2ol e +24A 5
#(Structural shock)0] =8 AAIZA & F-5A17 T thFet Hof n]2]=
&= ] A SARGEAE AL ol & i i E
A 244 g T w888, AEEH, FIEA, JFH =244
5Ol &= AANFA B2 w8 vAe dFe et Hudt F
A sEALAL gt 2 Aol ARg-ShE HlolE of Hijt 24 7|7 o] 1991 12
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712 2022 28 7]0]7] w2 HL, = 20209 1QYEE] 2E COVID-19
Pandemic 717H] S| E| 717+8 Etstol B4 T, o) F 444 BA £4
& =3 20199 452 7]7}2] COVID-19 Pandemico] BAY5}7] o] A 7| 747hA]qt
zgste] B4,

Yt = [gdptaempt,n-taitaputaAStOthvASPOtt] (2)

2 ApoliE #9249 2ol e 0] A0S 9t
ZYA7)| B H(Choleskl decomposition)2 ©]-&35tct. H4=9] -4 = A2 GDP
(gdpy), 1-85F(empy), 7 HESEMm), o1A-&6), 38 FAEY B4
A A (puy), A E(Astock;), S&2] HE-E(Aspor) 2 7 ¥14= SVAR &
-2 =S| A GDP(gdp,), 1-85F(emp,), SFE AA R E44
A 5(pus )= A =D (Natural log)E F 2t ghol™, 452 E(Astock,) 1} ¢
& 0] MSka(Aspot, )= 212 KOSPI 719} 91/22] 2ha0] =71 22 groltt.
AAGDP(R)} TEHE)E] A9 5 HolE o] AR TE Fstoio
o|2h-&2 == (Call rate) & AHESHITH E7HE 5 ’S% T W3l &= o
HE(%)o]tt. Foll Ak A5H Hiel Zo], B o] A4 ofl= WAYHS & ofy
g} ghto] AR 7] Al(Small open economy)gh= AFA-S 11 8]5}Ho], n]=
9] Shadow federal funds rate(sffr;)@} v|=2] S-&¥H AAAH ESHAA 7
TF(pu) S A2 Egtsto] EA51% E]-EGI Bayesian information criterion
(BIC) 7] 4 *]XP(Optlmal lag order)i= 1912 &I5tHt. flof] AFa
Hps SRS B BESE SVAR 29 sl S s
Tk U= k=0 R 75‘11]7‘47‘“ 544 2|77 55] o2 o 2 ¥s)
Shoh 2 4= Q7] wjRof 7 M4 = 71 A4S 44 2 v %3 5] SVAR R 8-2
e 77073 A B0l A gRIg 4= QLR o] 4 ATtet & Aol 7t

et

go oX

o r9k
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9 Augmented Dickey-Fuller E]AE, Phillips-Perron H|AE 5 T2 AA HAEES E5
WA Q] 1(1)9] TS T BAel 2H|AR I, KOSPL 712055, /g2l 8 5
27t 21 B2 o) AL A 1(0)9] T WA T SVAR Rge] 24
Qagsteir

o] guisel nlto] 49 AN BEAH A% oAl fEAe
A%o} ml%0] 94 GDPE SIgW4= 57k matete] EAstaS 4
Se517] A=,

rlo

—

gt 22 212191 1 0] Q]o| &= A 2}S 2, 3,42 W4T 5] SVAR B E S thA] 4 5ho] e
T ATS 45 Fall 4714 A% (Robustness checks)S APt oH, A3 H|S5H
A= At



2549 -A9x 107

et FA o] thofet AA RS} F-HS
of HA= FFS ‘?—JOPEﬂ 14011 x4 ¥WE 7] 3] (Structural vector au-
toregressive; SVAR) H-& o|-g-5to] FANESGE o] §oto] A2 A8
stict. olof tigt AvheE <™ BH-<TH >l AA = e, 24 28

ol AN ESAA] 2]4-9] 1 EFHA}F (One standard deviation) A4
F70] T2 AN ES9 FEHSe) SANSTFSS BolET. 3 WA} 5
HA -2 AA S AZAGDP, 1§45, Q1E W o|z2h-gof thet FZ Rt

|
SRS, A A B FGRR FAGO B3 Qe FEo| Mgl et
FANSUS S HoAZT,

<TAF>oIAE SeA BEAHMPU) gt S-S ARG F
% BEo] HurH o2 RN JFS ul ks LS maﬁu}. 5%
A B3 o] AT o A3 GDP= 18 oOF
ot opueh 7 o] oF 287] A& A4HE AL % 5 ﬂu}. ngrzE
3 417 GDPRTHE A7} AA T, S5 8 Bohd 4 7 o) F 1879 o
0.17% 743 5 1 o] 2271742 FolsA olofAE A& AT 4= 9L
ot 2hd ?_]E floj Azt o2t of 4% 54 ol F &% *0%6}11“? A

90% AE5zol A §OI5HA] e 7o Lehelth v, 4ol A,

59132 B4 3400 thol T B3} W DL Wote 22

2191 ¥h-2 Bolw 1 o] 227] F ALHE AL B 5 ek T4

S| § 9] A9 FA0R Astol 24 oF 313%p SeoHe 20 2 Lehty, 2

2o} Pheo] WBHR T 7)ol o 2.34%)p FASH 45T 528 R
2

= .
olelgt Sabg A B F2o] e el B2 WeHE WS
J AR A 2o FR0} Sohe LS PR 4

2 49y By 4R 2
t}. Creal and Wu 2017)°] A7-A ket GAIsHA] Ba4# 2844 S7Hs
Autz o 2 AAMSG0F Fg RS0 BAH 0= FolobA HA A FFL 1|
Ak AAg AT

442 B (FPU) EZH o) g AXAA|} FgHS-E0] A4S
e <THEol AA =] glek. )5 B398 B S vk

T FRb 2 EAE QAR AR 3
72 1587]0] g-2l5t7] °F 0.17% a1etsle AL 2
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nEA7FA 2 12 7)o f-ol5H] 2F 0.11% oFefol= B = AX 4 s 24
o] 28 7|REE ot Zo| ZhAaste] F2 o] £E0 2 3ESIt) 1EZH
o] i} o|2+-g 9] 79, Z+2} uln|5HA| ofetetE S YRl 8 &
FHE FASQE O] Hgol= 54 o] % T BV 525k < 1.70%p,
Hrgd &9 |zt I 27100 oot oF 2.11%p &5t Ao =2
BT, = S SAT-S Ao Aoz FaAd] 28
Q1 2 (ot ol & ZA gt St Bl Het ¢ dig
2 &0 Mgt Th= 22 Ao 2 FAE QT o]= Anzuini et al.| (2020)3}
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W] FAML LS HolZch FAHH BeY FH0) gt MeEe)
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42 7YY ZAHE SSHHO0] HAIZAH L FEAIEO| 0|%|= F& Hu
=AM
= T
<HEPR>E=Z 59 AR ESAA T2 TR Q1T AA RS2}
ol et S AT-S 2] LS 42 7| 7kA] K oFo A A A ghet.
o=, 7 559H AAA A 1 EFH A} (One standard deviation)
o

[e]
5 0-457]7) AAGDP, LEHF, FA5015, Tkl vt

oo ofw 4 ol
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At olo] whe} 7] g FAht 18- AA
T, 27H Q) SA T8l et oA RS 0
n A4 A2 Fape] uztel A 4 mholeln ¢e A 910 vl Bermanke,

of 2 FFS Tt Agst=dl, A A A, W& 11
7|& 18 9] jalef = H]-go] 57] "ol Bl AXH 7|FE2
] ghehal Awgstith a8AleF Al Aol AERET =
oFS u|2| = AR 2 & A QtH(Gilchrist et al., [2014; [Fazzari et
al.,|1988; [Cantor, [1990; Baum et al.,2010).

olet o] 9] <Y BN E FUsH T84 B0l F7ts
A4 GDP&} A1-8p<=o] FO|SHA Hashe A
AXNHG] A Bt gt AAFAEY 7= T4 &
of Z7+4 o 2 vt Het. T3 ESHAA A0 AW 714 9] &F ol
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127] E;}?ﬂﬂl A2 TR 9] 37 2
TAAMPY) | B84A(FPU) | BEAA(TPY) | B84 4 (FXPU)

(a) 7 GDP

0 0% 0% 0% 0%

1 -0.256%* -0.172%* -0.039% -0.271%*

2 -0.217%* 0.004% -0.098% -0.258%*

3 -0.203% 0.094% -0.147% -0.224%

4 -0.189% 0.141% -0.182% -0.183%
(b) A&

0 0% 0% 0% 0%

1 -0.108%* -0.106%* -0.010% -0.238%*

2 -0.113% -0.070% -0.032% -0.303%*

3 -0.112% -0.036% -0.055% -0.309%*

4 -0.106% -0.009% -0.071% -0.296%*
©) #4459 &

0 -3.128%p* -1.698%p* 0.839%p -4.508%p*

1 2.229%p* 4.318%p* 0.882%p 1.245%p

2 -0.233%p 0.595%p -0.410%p 0.184%p

3 0.356%p 0.707%p* -0.230%p 0.582%p*

4 0.171%p 0.314%p -0.093%p 0.531%p*
(@ Fedstg

0 2.335%p* 2.106%p* -0.039%p 2.094%p*

1 -0.707%p -1.512%p* -0.112%p -0.219%p

2 -0.105%p -0.421%p -0.045%p -0.128%p

3 0.002%p -0.072%p 0.087%p -0.097%p*

4 -0.082%p -0.115%p 0.012%p -0.166%p

% SVAR B3< 0] 83) 24 0427712 o] 2AuHS 342 b,

(0 B EA S AT et

§Ho] 49, The 9 A B3 4o ulste] 547 2a
7} 5o} 21 0] Bt A 0] A A %ot 3§l 1] 1) o]

212 710 2 Sl A5k 1 G PAIT 4 9l 212 oh ok Anzuini er al
2020)°] ©5HA A4 e o] F74B5F 7P o] ar| g go] i
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43. SVAR 28 22 Zj0] h3t 224N 24

SVAR 9] 59, M50 24 e} 24 dapt gebd 45 gnky
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WAG A By 20H 248 FAWSAS 0| LA At <HE>o A

Ao} gl <% Alb-< 18 At 2k <13 B>-< 19 ol AlAE
7o) B Aot s] fARE S AUSS HAL SHIT 4 Qlgir,

E4F 2 Aol A B4 A]7]¢] COVID-19 Pandemic 717+ #9127

= Ao} fAIA FAREA AFSHAT 2, 71 20224 28717}

o
N
t

A9E 24717k 2019 4Z27|7HA| 2 Fof A T4 SVAR Rodof 248
=2 Shadow federal funds rate@} B]=9] S ¥ AAAH BN 45
Vst 7 o ® A AAS AlBsHT. oA #A47IE S0k
FAH A 2He BIC 71E 10| e m, <F-E>o AAHo] gl <1 [ASH>-<1
RS> o 15} o] 3] F41414 3} 91541 %ol T8l 4| COVID-19 Pandemic
of QJerg Ealelo] HATE FANE Anel AT fAIT HEL HIUS

= O /17 ]

B QT Text analysis o]-§3to] 325 To] 498 AAHY 29
AKo] Z7bsHe A FU ANAAE T8 FEAA AN} 2JghA
Aol o] Wt QJaFS M AEAE AR 98] SVAR BEE 2T H e
FANS 0] vl S Foto] RAshart 24 A3t g9 AA4A 23t
Aol m A AR A ol whet thedl terdths A4S selskd
of. 3k 8 23U MPU)T )84 8 2SI A(EXPU)O] S712 st
A7 GDPS} L 84-FE AASIAL M, F7H stelsln Age] gL A%
(A5}0] B7Hdsh) sher. AR FSHA(FPU) S7h2 Q15 ke 53}
4 23 (MPU)TH 91842 B8P 4(FXPU) S712 Q15 @] uls]
A 270 AR YA, F AN A FE AR FaT AT nlAE
Ao kit sk, Tl A BeAATPU)O] S71E Q1 AL A
BP0 2 §oJahA) ghe 202 Lkt ] 7hA) 59 AAA Y Behg
Z7h % U ANBA T8 FEA A mIAE AL 7P Aln|ake sl
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English term

Korean term

foreign exchange policy

market intervention

foreign exchange intervention
smoothing operation

exchange rate stabilization
exchange rate volatility mitigation
currency manipulation

exchange rate reserves

dollar-selling and won-buying intervention
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