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Abstract  This study analyzes the effects of categorj-sp =ific eci nomic pol-
icy uncertainty (EPU) shocks, which are extracted ¥. »ed on te.. \2nalysis, on the
macroeconomy and financial markets in Korea. The esti: ation results reveal that
the effects appear to be distinct, depending /n the type ot £PU shocks. Shocks
to monetary policy uncertainty (MPU) and | oreign exchange policy uncertainty
(FXPU) lead to a decrease in real GDP, emy »wvm<nt, and stock prices, and a
depreciation of the Korean won. Shocks to. a2l policy uncertainty (FPU) affect
the macroeconomy and financia!, marke's to a less extent. However, shocks to
trade policy uncertainty (T 'J) aj pear to nave little impact on the Korean mar-
kets. Taking into accovdit to u > estimation results, it would be recommended
for policymakers tosioc »s more ¢.i reducing MPU and FXPU since shocks to
MPU and FXPU/iray leac 0 a decrease in real GDP and employment and the
heightened vaatilityin equity and FX markets.
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8Shadow federal funds rate’=1]=2] A| 2 22| A8H(Zero lower bound; ZLB)oJ| A &-& o34}t
7 E 212 574017] 19 Wu and Xid QO16)o] €841 T2k o] 20| 5] o] 8 L A70] 4]
o] 85|t} Shadow federal funds rate:= u|= Federal Reserve Bank of Atlantao]| A -&%5}=
t}-2-9] Y| o] Z]of| A 47 o] 7}35-5}}. https://www.atlantafed.org/cqer/research/wu-xia-shadow
-federal-funds-rate
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6199} 05292 LFePL} AFThE.0 2 e}y & 4 glom],
of FtA B2 A S, b £
gk ul A Aol MEFE A o 4k ek
A3k 915 3 a4 o ATHIALS 03657 Liek A
S R ASE %S ek v, mel A B RS e
S THO| AT TA7E A 2] 0] 7HAA ViR L, o]
PAg Teish, B E BE A BA7I7EErNE A A §98
1797 Bty EEE ohE FelE melths AL s sk
<IER>e= ]9 §38 FARA B2 2|52kt — 107] 85 1+ 10
716 Sheksh 717E St le] VIX 22 £he] 2k A THA(Cross- correla-
tion)& H o]Ft} =, t7](Contemporaneous -elationship) 2] Z} -5 & 74 2] A 24
254 250k k7] o] AT o] F IX A4 Wbttt AT TS ek,
o] &l VIX x|4=¢} 7+ -8 ]y utebd A 2|4 7t 53 A (Con-
temporaneous relationship) ¥.a%U 2} 41 54-3-5) 4| (Lead-lag relationship) &
9z 2 2 9t}
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O% 2 f9E AATA 250049 VIX R4 2F w3 A (Cross-
correlation)
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2opaly, AERH BopA, e BT A1 L P AT
AE Holm, 217} 0.40, 0.48, 0.4990] AUTA S 2= Z 0 & Yehdt. o]



u 5 0] VIX 250 0] SaE A B4, 434 B2, o8
2Ege AFd BARD o 4% 59 BAE BYL AT 5 g,
ol nlF A XG0 WEAo] A2 Z21H 07 FAlo] W H o] §o]
SapgA, A AR, AT B G AAZASE 7] FFS
H]AE o ShaE 5 et

NP, Bl VIX A5 k= —107]014 k = 271744 RdRA et
b 0] Ak ATEAS Bol A, 1 ol Foli 00 27k e ek
th EobgA BAA, AP B, 23 BEN Y Y, Bk
k= 871014 k = 4717k VIX 2159k o] mAp AR NAE Lok 512
o 5 qliu, ol Al 7HA] 588 AR BHIM] VipAet 4
02 o 73 o] SATA W okt ol A5 (T SHITHE AL

eh=ro] fd AARY EAG A g A0 AXNAEALY} FF

= & AGH YR 7] flste], AA AS A Aol A

SFSHA| AFR T = L3 vy 20 ] ¥ (Structural vector autoregressive
model; SVAR)-S F7 + 5, &+ 25X (Impulse response analysis)-S A Y

ot A4 . 20 SVAR 11 2 o A3 o] vpephd 4= it

N
m

1Y, = D(L)Y,—, +n(L)X, + Bu, (1)

Qideold, Y= et 3 AARY A A5, 1 AA A
F B HeE=E o|Fo| 2= YAHS WEo|H, D(L)1} n(L)-2 SVAR A
&9 DynumicsE AA =, FAEoloF & I AA S FHolth = 7+24
Q@ 2}8K(Structural innovations)-2 L}E}

2 Aol A F35k= SVAR 23 9] 79, A H ]| S2(Recursive) ] A
oFZ Bof Sl=ABR P o 2, AP S 2 A7} 18 ZH= o4t ZH ) E (Lower
triangular matrix) =, B 22 t}Z}) H (Diagonal matrix) 2 A S} Tt

[> oy

=
rr
15
i
£
ko)

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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7)56] 20221 257]0]7] Whiof H, Z 20201 1958 A COVID-19
Pandemic 7|7t S =)= 7|17H-E Z3}sto] BAI6HL, o] ¢ A3 A 24
2 53] 20194¥ 4E7]7} 2] COVID-19 Pandemic©o| &FAYS}7] oA 7|7 7FA] 2t
wgkste] BAlgeh.

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

2 dolMe 3 AR S et =4 9 AE 2RIt

Z 9 A 7] E5}|(Choleski decomposition)-& ©]-&3tc}, 2l 1A+ A1 2 GDP
(gdpy), 1-85F(empy), 7VESEMm), o1A-EGH 3 E A B4
A A (puy), FA A E(Astock;), &2] HIE(Asp )2 7 ¥4 SVAR &
S 43| A2 GDP(gdp,), 1-85-Flemp,), G3 % BA Y B4
Al5(pu )= AFA = 1 (Natural log)E F?F gho|™, 7724142l E(Astock) 1} 2
& 0] Y& (Aspot;)2 Z4ZF KOSPI &= 7}e} - =hay eha 0] =71 27 glolth.
AZAGDP()et 11-84(79) 8] A\ ol o AAARIIE H5teleH,
o|2h-&2 Za ¢ (Call rate) £85It B7HYSE 5 HeE2 @9l H
HE(%)o]tt. Foll Ak Uit vl Zaf, B o] A ofl= WAYHS & ofy
2} gh=ro] A B ZHHEA Al (Si all open economy)2h= AFE S 1@ 6o, wl=;
9] Shadow federal fancy rate(sf ) 7) 2t v]=-2] §-FH HFAEH Z2H4A4 7
F(puH)E AN TR 305k B A 8}911:}@] Bayesian information criterion
(BIC) 7] 74 A/ZHOptimal lag order)i= 1912 15ttt flof] AFat
WALgh o) DEIE R mekohe SVAR ReS 7AIsie] Ralsheich
Tk =7ty b= R AAGH B4 247 E6] e d o= Wt
Al -G N ol 7 i T 7P A oA = A gE F] SVAR B
AN A 2 EA A FRlE 4 kol 8 Aafket F Ao 7t

=
T
o]
BA

9 Augmented Dickey-Fuller E]AE, Phillips-Perron H|AE 5 T2 AA HAEES E5
17737491 1(1)9] S 2= W49l A8 2AHE7F2 4=, KOSPL #7424, 9/ 2H& 5
o 7 21 A2 Bo AL AL 1(0)9] THOR e H SVAR BEe] TS
Qagsteir

opguZel v el 49 FAH B A% A GEA B 154 VIX
7

s

R =
259t v)5te] A GDPE SRS F712 Estol BAsE A9l + 4 Ants

ZoHAl A = Aok

WS 22412191 1 o] 9]of| i A| 2152, 3,42 W73 7| SVAR @& thA] 4 5}o] g2
T ATS 45 Fall 4714 A% (Robustness checks)S APt oH, A3 H|S5H
A= ATt
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Zo] trfet AA ot 55
of mAl= = *0}_“%-71 ﬁOH 22 #E] 2}7] 2] 7|(Structural vector au-
toregressive; SVAR) 292 o]-g-5l] AN g+E 0|8t 242 A3
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o),

A 83§ A Al WA G B

42. RS A YA SEHUE0| HAZAH L 38A1E0] 0]2|= g Bl
2
=
<EPR>=ZF 59 AARY BG4 T4 SR QIS Hae}
2§00l tet 3 AL T0] BTG 4271714 LA AANE . 7
AAoR, 7k SH AAAN E3H4AA 1 EEFHA} (Onesstandarhdeviation)
F70] e} 0-4271717 AACDP, 1857, FA5A%, e ra sl v
o o
o=

T
Ru/e)
2
ko)

A7 GDPo} 31§40 tslAl lega A, SE A ek
A AR S, PR EEHAY o2 el AErt A |
SHths AMAS WAT 29Ik Husted bt al] 2020)9] o5t k4]

& 5517171 ol 3 9]

VALA Y = ol Bl A2 5t

A, F7HE Q1 By 8o tiet QAFEAS S BT B2 A o] FAbo| &

S UA= A2 B2 vl H AR gRol 2t de A 90w (Bernanke,

1983} Pindyck, 1991} Bleoni, 20¢ 2aPloom| (2009)-2 11-8& < A] H] 719 A A2

o Zo] B&AA o] 5k Hh oty A=), AldZ Y] g, ws 1

211 7]E Q1 9] Elo = H]-g0] 7] ujZo] 2ol AXH 7HE2

1G-S AlFolRttiy Ay Ttk S8 AeF A gt ol AR =

AR ] ooy > X RE A2 2 & A Q) tH(Gilchrist et al.| [2014; |Fazzari et
al., 19825 »ator, | 29C; [Baum et al.,[2010).

ol 201 9] 1% fpolHE sk Bakg Beraso] Zrlet
47 GDI gk 8520] fol5h gash ALS shelg 4 9tk ojelal
AXN A0 4 A it gt AAFAEY 7de T4 °
of ZZtA o 2 HtgHtt. S B4 S At 7149 EE o]
B FET A0 A=, <T- B>} Zo] 440 -2 otetole
PAAARR] FrE ol et =8 7} F7tote] D= BIPAASE AR G A o

2ep40] 371 ) 7192 njefe] 92 5o dle

At} ofo] et 7] 9L EA 318

ES =2 T e eh Wstol] @ = =4
& AAESet gl et =AY 9Tl U= TieEn. e
T &P it 224 o] Lzl w=t
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AAE viel 2ol g i E FAEY sS4y T =224y
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ZEA. A9 113
E2: 53 ZARY Eg40 AA 2 a8Hgol v = IF
- T ZEEE CEEE DECEN
BAAMPU) | B84 FPU) | EAA(TPU) | B4AAFXPU)
(a) 24 GDP
0 0% 0% 0% 0%
1 -0.256%* -0.172%* ~0.039% -0/071%*
2 -0.217%* 0.004% ~0.098% [ -Unes%*
3 -0.203% 0.094% ~0.147% -0.279%
4 -0.189% 0.141% -0.182%.“ W, 4/ -0.193%
(b) & '
0 0% 0% o %
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% ~0.00%% ] ~0.296%"
© FA5)E \ '
0 -3.128%p* 1.698%1C* 0.839%p -4.508%p*
1 2.229%p* 4318%p* 0.882%p 1.245%p
2 ~0.233%f 0.595%p -0.410%p 0.184%p
3 0.358%; OPaT%p* ~0.230%p 0.582%p*
4 2 M%p 0.314%p ~0.093%p 0.531%p*
| @)2rg ¥ she
0 2335%p 2.106%p* ~0.039%p 2.094%p*
1 ~g07%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
Z: SVAR 1§ o]-&af FHH 0487|714 9] FARSE+E YEHY. *=
10% =ZFo A BAH 2 {23 YEH
A& &I 4= it
et ¢, o2 38 AAG Y B o vloto] A F A B
v A2 o] FE o] AAHS} F-g g v FFol o=
22 710 2 SRR 11 JFE FAIR 4= e A2 ofYth
(2020)°]] oJotH AHZ A B0l T71L4= 7HA 9] AH]Ad]jFo] 7HASt
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H AL FHA 5944 (MPU) 2|4 §-0] H-5(Term sets)
English term Korean term
monetary policy Es4 A
Bank of Korea o=
BOK ore
monetary easing =543}
further easing =715}
quantitative easing oF A 215}
quantitative and qualitative easing 2 2] 95}
monetary tightening Eo= 81
negative interest rate oy A Zg]
official discount rate ZASelg, Asele
monetary operation E5le8
open market operation ZIANA| A Z A
inflation target EIRIAERE
price target EI1=E3
Monetary Policy Board F8EE 183 w5 1, o8 EEYAYLE, 25
base rate =

policy rate

interest rates policy
monetary authorities
overnight lending rate

=
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H A2: A AN 25D A(FPU) 2|4 80 22 (Term sets)

English term Korean term

fiscal policy N7

government budget A5 a4t
“supplementary budget” or “government budget” F7HEA 4L, =7
General Account AR 37|

Special Account S AA
government deficit PR Rab

primary balance A4

tax, taxation A=, ZA
government spending/expenditure AR = A =
social security expenditures /\I-il ﬂ"ﬂ X]%
pension insurance premium oWy Hdg
health insurance premium =07 & »—‘IE
“healthcare expenditures™ or “medical care expendituf :s” 9|2 H| 2| &

nursing care expenditures e A&

public medical fee schedule AT HALT) w5 4rt
salaries of government employees TRAFA

Official Development Assistance (ODA) ZA/NEAZE, ODA
defense spending =]

military spending H]

outstanding government debt =2 ey ol

public debt TEEE A, TEEA
Korean government bor.ds =

government debt |

local governmea( - debt A

fiscal stimulus 715, A7 RgA
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A3 QA ESAAJ(TPU) 2|4 o] E-5(Term sets)
English term Korean term
trade issue A, FHEA
non-tariff barrier H| A A
import restriction 2=l A5k
the Super 301 provision of the Omnibus Trade and EGEANH ESLE o
Competitiveness Act of 1988
trade policy DA EALA A
trade negotiation(s) ZAPAY
WTO A AT 71, WO
GATT A 9 Rl Th R A, SATT, 7HE
cutting tariff(s) or cut in tariff(s) A €15
trade liberalization ARG
import liberalization Z=Qhzlq5t
market access Nl
trade agreement LA EAAA

Trans-Pacific Strategic Economic Partnership Agreement
Economic Partnership Agreement

Free Trade Agreement
trade dispute

import tariff

Uruguay Round

Doha Round

dumping

e o7 5 Ak Y, TPP
EAEE, AAAARH
A skEUA 8%, EPA
A g4, FTA
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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

R, Fg A
A
1A A, ATFENY
SRES
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