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Abstract

Purpose - The purpose of this paper is to examine the connectedness between categorical economic
policy uncertainty (monetary, fiscal, trade and foreign exchange policy uncertainty) indexes and
option-implied volatility index in Korea, Japan and the US.

Design/methodology/approach - This paper employs the Diebold-Ylmaz (2012) model based on a
VAR and generalized forecast error variance decomposition. This paper also conducts regression
analyses to investigate whether the volatility indexes are explained by categorical policy uncertainty
indexes.

Findings - First, we find the total connectedness is stronger in Korea and Japan relative to the US.
Second, monetary, fiscal, and foreign exchange policy uncertainty indexes are connected to each
other but trade policy uncertainty index is not. Third, the volatility index in Japan and the US is
mainly associated with monetary policy uncertainty while the volatility index in Korea is explained
by fiscal policy uncertainty index.

Research implications or Originality - To our knowledge, this is the first study to investigate the
connectedness among categorical policy uncertainty indexes and the volatility index in Korea, Japan,
and the US. The empirical results on the connectedness suggest that transparent policy and
communication with the market in one type of policy would reduce the uncertainty in other policies.
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EGA8L BAFA L AR v 2 JFS A= 82leltt. Dixit and Pindyck(1994) 5ol
w2 Fxa}e] n7t A (irreversibility) © 2 Qlete] BEHaldo] AW 7] FAE A7NstAG F48HA
= ool whah AEA 7)ol JFS vAA| "t g B3Hagde] ARH 7}\/} e e ALhE e
HE
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HO] AR HA Ex}e] ¢]¥ o] Z713F Aot} Pastor and Veronesi (2012)= dulrd m 3L o] L3}
ARAA Y Behdgel au Frrstete Fol A Bt
olg} o] o|@H o BatA ol thste] theat welr} o) ol ool BTET AR
Ao] SHAA B gt ATE ¥ gq.zoﬂﬁo} ksl S=3))7) A|Zetn) o] 7EA o
= |

2 A=rA oﬂ A BEAAL =A317] ol Y7 0 2 Zo]®t}h D Iy Baker, Bloom, and Davis
(2016)7} 21#71ALe] Bl 2ERA S o831 ﬁxﬂ% 23844 A4=(economic policy uncertainty
index)& 7H gk olF ol& o|&% @%‘?ﬂ 7b il s xiet.2)

o]% Baker, Bloom, and Davis®] o] w} AAANEG A&E3slete] A BS2A x4

(categorical policy uncertainty index)7} Z}/KJE] Tk, m]=o o]o] kEoAl+= Cho and Kim(2023)9]
B39 A, AR, TR, gl sl 7] AAE BEAA AFE NEe R dEAAM =
Arbatli; Davis, Ito and M1ake(2022)7]- AB o] A B2 AFE FEale] Ao AMR-3FT3)
ShA, FAAEY] FAA7M A 7128t AdE HEAAAT dA] BEAAAE YEE HSER ASE
Ao /‘F%EIO% skt}, Bekaert and Hoerva (2014)= v|=9] ME 4452 VIXE Z75 #44 Eikze
vge g Faste] Mg, A7), 588 dg 58S A3tk Baker, Bloom, and
Davisol| p2H AA|A D B3] 259} VIX ke AL A4 Uil oy FA e 7]kl
e} F HE7 MR o2 F2YS Bk gt} AR VIXE S&P500 Ao digh 30 34714 9
71zl AAHEERZ FAAF ] vtdE B A At 9o nlgd] tak M 83 (forward-look-
ing)?l ARE ¥t Ut}
2 A= Al %2"%‘“ X]"/Fﬂ' 01%7}%1_?} gk, A&, v=E o2 Zpzte] wrtelA A
A e AAEE FAskL I7PER olwsh
Aoz QAo Ao} axy} AR ¢hA3s| SZo)
A &S AtstAE Ad %Q’%"‘é A dEite AAEY J& 5 Utk x=3k 2T (policy
< A3 5549 A E2844d0] FAlo UEE = Qv o]#st I A FAH SR ol
A BgHddo] AR Tholl DA AAlE ] AEA] AmEc), Bk ollg} ARVF S74H 02 wruEE
T2 538 et FAEGAAG o] A7 v EHA HF AR AAES S s
o] =t} o|uf] ojwgt HA ] B o] WME AT} By WA A= YA EA A} gt
HE A7 45 o F7he etEshe Aol Jernz wid 54 A Eghlido] WEA
Aol FEFS WKt FA BEAA] Frtd TS F 5 At
E A7y 4L v 2 A e 24 ol A8 A A Aol WE AR A5
ate] 270s & B AMSE WPHE] thste] AdwEltt, EAZ 22 Diebold and Yilmaz
(2012/2023)] B&-& B3 IAES FAsH: HAAS et P2 sk, A, 5o digh AFE
A ARE AAg}, IV A&t

1) Jurado, Ludvigson, and Ng (2015)2 thae] AAGAFTRZRE F53 ol 0AE o] 83te] AAAAY BEAAS A 543
7%= 3kt

2) Add - o]24(2018)2 AR B3 AFTL ek Ale nXE dFe BAEeH, Add (2022)2 vwe] AAIRY Bl
’go] gt LTEAIRD @] FgAPgT AEAPell v ]E e 5—@'5‘}9\1‘4

3) FARAL B4 9, BlEA A, FTAT T3t 48 58 239 A Tl AHolEA IS & F Sie A
AP S, el AN AATS ovlgic)
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II. A=e} S

1. +49215

Baker, Bloom and Davis o]% A1&20 7]6ksl Zb=o] AAAR B3t 247} fdbeEo] A=
Ao AMEHIL Stk 53] AR FTbdA e AAER BEAA ATt R EAE, A E8
A4 Al (economic), B3 (uncertainty), 3 (policy)e] Al 7}A] aj4lo] 9]df 7zt 755‘1“5 &)

£ g2 AAEG D nj5e] B9 Ao AFZY Qelw o7, =, 47 T vhdet g2
tiate] AAE B Ax7E FEEHAT

3l=¢] 79, Cho and Kimo] Baker, Bloom and Davise] ¥%dl] 7]|x3le] 3142 A
FoAA, @Al gk A 2 A5E Jhdetnt. 27 - 2 9%(2023)F Cho and Kim
o] A Bgay X]—'Fﬂ T AABA} S wR QIS A5 A A 9l <jghg A
Aol Sk A, 8, FUPL dEtstal kol ettt ARE AlAEHSIrh. g A7 A
gAY S7HR Qg ¢ 30% g Aol Qg d Bl vls ki ZAA FAEJAL T
BG4S 7o S vAA Edke AoR ‘4’EP;;\“:]' UE | AFol= FARE o2 Arbatli,
Davis, Ito and Miake7} 5383, AAAA, A Ao et B3 A2 ket edrt.s)

B nl= F2)AIAFe] S&PS00A]G %*37]-21 Oﬂ 7]2‘}0]—04 A7t A g4 (Chicago Board Option
Exchanges)ollx] 2w WEAx]4=2] VIX(volatility index)7} E844S Yelll= digfils24 AR
e}, o] Aol F=7Y47F KOSPI200A|5 §-47124< vlgo 2 VKOSPIeb: HEAdA5E
FES vk dR oAM= Nikkei225 g47FA o wheh Nikkeu225 VIZF @ =3 Qleh 0 2 Aol
AREE AR 20119 19 FE 2023E 6971049 dxtzoln 7t o] A By ]“r’“ Bloom
o] Economic Policy Uncertainty Afo]Eof|A] -3} t}.7)

oA gh=, A&, W= Al T7telA FAE B Ag Asitel 2o FAE By Aot
HEZAGFR] TS AlRte] B (Table 1) 3 2t} %A Panel AdlX o] 29 AAd £+
g A ko] FAE AEE F3AA BEAG A ARAEA 9 3R By Ao 47
0.5273 0.7129] &2 Z4a37A4E Boli gt &3 A8d EZ44 Aee e84 £
o FRAFTE 0.5382 =A JEbaL v, ¥ oA B A vhE A &
Apel Fojgh AaAETE AL A Gt Aol A ey 7] AaAE gk
FARE REE Hola Qi

Panel BE B¥ dE<] T334, Q444 g ade] B4 A tolle FaAT7E BF 058
AgsIstel 70 R gl v g als e gale] BaA A5 Tl AREAL B Bie
Hola lv}. oiuh, A& FalgA B Aot AR B Ag A
YERA gharel] HlsiME E2 S Bolal vk v=e] Beoe 3 BEd Aot A

o

il

=
2
2 o
oy
Y
)
T
rr
O
N
\O
—
fu

4) TAXoE AAH B3N A A ARV 5 din) AA, B4, AR dhle] 9 ZF A diilols Ejehs AlETIAL

5 %HP 0|2 ARV AA o] 1000] HEE zAste] 2t Cho and Kimo] 7iaksh a&,} %x 23ha4

Xl—r«l - S 2 Aee S, e, 715%31 207 #ilets XH78’78’““ B4 A ARl A7

2h, Z2A, ARAZ, =4 F 2570 5‘4*‘01“ o gt TR B Aee BdEA, Hlf‘ﬂrﬁl%}‘il H] YA

2270 #ile, LR B A R JHY, $eehAs), SRtufar 5 97 3—%101% R e e o e X e B

o] Y82 Cho and Kimell Az]=o] Ut}

olstell Husted, Rogcrs and Sun (2020) vl=re] S B AFE FE3te] AFEAE A S B

A8z YEs A7 ks AATIE 2 wdEkedct. Caldara et, al. (2020)2 F-933 B3-S 753

Azt Fofg o) iﬂ*e’*é Z7tel| we} wlEe] Eap} 7AEtde-S WA i)

6) Wang, Lu, He and Ma (2020)= A3 844 AFEth VIXZL 282y 71713 5 vjee] F7Hi%E3e d&shet Bt
&gk Bl skt

7) https://www. policyuncertainty, com
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Table 1. Cross Correlations

Panel A. Korea

Fiscal Trade Foreign Exchange VKOSPI
Monetary 0.527 0.002 0.712 0.198
Fiscal 0.133 0.538 0.611
Trade 0.133 -0.012
Foreign Exchange 0.257
Panel B. Japan

Fiscal Trade Foreign Exchange Nikkei225 VI
Monetary 0.689 0.094 0.587 0.553
Fiscal 0.391 0.573 0.428
Trade -0.023 -0.154
Foreign Exchange 0.357
Panel C. US

Fiscal Trade Foreign Exchange VIX
Monetary 0.505 0.183 - 0.602
Fiscal -0.031 - 0.502
Trade - -0.074

A B ASE RIS MES o) AHHBE B JAE Beel A B

Aol BAE Ao FEsle] Tt YAY 54 Aol B4 of |l AA el el EHe
AR5 A AL AAD 5 A e SW, dRede] FaEAd o T BeusAol
Al AEEH A B Ay g B Agdl Al £33 Hs/del vt

olFd 7hsde dFe Az (policy mix) T ov|d = glon webs FAd Badg 7t
FEAAZE A dehdes shde] dcle] E £ gl

thao & (Table 1) ol vepd A B824 Ao} JA7tA 0z Alkbe MEgR|5 2ke] 4aaA)
& AuEgitt, @=o] VKOSPIE A4 2844 Al5et 0.6119] ¥ 3AAFE 7HA L Jlov
SRR @A B Agohs A oR ATt ko FAAA Bal ¥
AZF 95 Ao Yehyith, dE9| Nikkei225 VIE == 9] 5348 2324 259} 0
7P w2 s BYon teoR AAA B8dA A, o S At At
=9kt 9k Nikkei225 VI g3t viRi7A|= -9 75*“ B Apobs folne dEaArE 24
3t Ol"‘ﬁ‘r nl=e] VIX: et FARH S3g 3 2ot Aleeke] szt 7 e Ay
B B Aok A ARdAZE A, 2 =, dEd TRAR VIXE B
s Rt A e AR vt

8 Yok 71558k nAska g viSe] Aol @] Batagelehs Aol EASH ghorl weby Slagd BHy A%
£ 4454 gt

9) thit, @it Aol FUeqe HE tilstel Slgufm el 2 S84 AHele Eska glv, ol wet Fohede] 9
ofol we Y A58 a*éﬁlﬁ F4o e dvlelle] BobAd HaAAS Adsh ofele S ok
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2. e

AAw B84 A5 2 WEAAFRe] dAEe 3487 98k Diebold and Yilmaz
(2012/2023)¢] WS ARSI ¢4 F7PEE oo 22 VAR(p) 23E& ndsial,

D
X, =Y 0K ,te, 1)

k=1

ojm, Xi= AAE 23U Apot WS AAFRE o] Fofx n X 1HE0]al @)= nxXn AlFPdolt},

ae)a BE o] tiste] Ele,) =0, Elee,) = 2% 7143t} AAIGe] P A (stationarity) 71g8}ellA]
VAR(p) 232 MA(o)gel2 AL 5 o},
‘X—t = E Aket k> (2)
k=0
&, A, =B A B A - + DA and A =T,

B oAFor= Diebold and Yilmazo|re} o] Pesaran and Potter(1996)$} Pesaran and

.

Shin(1998) %o] 7fast Awtsl o= ¢} EAHES|(generalized forecast error variance decom-

position)& o4&t} FAE B4 A|5el WEHAF el ofd o] 24 WAL EASA b
moolUz} AEel oA ARE dusy|r o]geng EAFAl £dA7] B3] (Choleski factoriza-

tion)sh e EAe] Awss A% TEE /ey AdalA ). wehd X ATe] B w3o]
el w9k AR AT} BUT Wike a2 oA BuEE AL

o)Al Xo h7] olFe] dlZoaiate] X A ols) A A 67 (h) e s 6%(h) &
oot go] EE WL

2 [ A, .Qv

0;}]'(}1)7 h—1 y 4,7=1,2,--,n, (3
(vi'ASQAS'vi)
s=0
olul, 2= 29 jHA Adiola, ve A die 19 g 2 UnAlEe 09 3 Ze
nx1 #Hgolr},

§° = [efi’j(h)]a}j_r 3l P 6°¢] g (diagonal terms)S ZH W] WMEAlo] Arle] Ao vl
Y AW EHE A= UehiH, vzt 34 (off-diagonal terms)e] #t-& AL1E& Alelgh o2 WFEe
ZZo Ry AWEE A2 o ),

Auhal o203} Hakra] oA Ze ) =1oluz 0°(h) =[6),(h)]e) 2 a2% 7+ Yo o=

o] =4 =w 0 /29?]% 3t 2= 9Jt}. o)A EHU =14 i H,ij(h)=n0]_‘:’_§—_

=1
0(h)ol z+ o] ge 10] EIU% 6(h)e = J‘l*(elemem)«] e We] ol oAl "
Diebold and Yilmaz: 0(h) <] vt)zt ﬁiA gto Aj2El o] A $3A| A (system-wide connected-
ness)o| =m vz 949 37 4(h)o BE Q20 T 7ho] H]EL AA AAEY AdH 2B
o|u|sHA| Ht,
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ﬁi'” ?:_]74]}6] = ( Z eu/ E ‘9,]) <100 (4)
i=1,i%] =1
Aol ol WhE QANS T < Aok X7t o HSERRE g W dA8e S1(;,.)E)
s S1(i,.) = o 2ol Aol 4 ek vREPIAE X7t vk wgEel niAe A4 SI(Lj) =

SIG) = () 0,/ 36, %100, S1.5) = (Y] 6,/ 3 0,) %100 (5)

j=1i#j ij=1 i=1i#j ij=1

i

ARt X o) & AR X7h X0l vlAle Mg XzRE e Qlge) Aolo) ofa) Aeled,

X.o & AN = S1(.,i)—816,.) ©

i

m. AFEA38y

1. FH4 A
(Table 2)+= Diebold and Yilmaze] el o3 =43 dt=re] 47 FAH BFAAG 259}
VKOSPI 7te] QAN 8-S HolFal gk 100 ghol|x] gt ule} Zo] A e izt e se A7|AL
2ol FA0) o AHEE A=E Yy vzt sEe AR v Hptke dANS HojErh
A& EW AHAA B3l (Fiscal PU)LZHE 2843 B3 (FX PU)R29] dAES dHe
(4,2)9200 SFsh= 160.30] €k, QA FEe] vk d(From Others) ZF W7} T2 M4 HE]
e ofgke] §8 BAIskaL Qv uhd, A e vix|doA F WA 3Y(To Others)S zF W47}
o2 HEEd vzl e Z7|E BeFErh 282 vpRY (Net)S & QA4S 2n|sty 2 W47t
g2 W nx Qo tE WeRRE ghe o e agtele] AlatE
(Table 2) & ®HH €| (6,6) Yol BAIFHS Q= A AAFL 37.0%=2 FH=H 57 WF=
TAE Alzgle] AR WE F oF 35%7F M2 74 Al o8 AEa 9SS HolFa Q)
3 B A, AR BEAA A, «BAY EAATE thE wee] AAd o5
= o 8.0%gto] &

2

A50) AAgel o8l WER Ao vehb,

VKOSPI= 7] 4hae] 2ol ofa) 65,507} 4wl vhe A 24 A%l ofa) 34.5%7}
A gtk oleld Avke AgolA §47120] Zukste] 2 VKOSPI ¥ oF 1/3 Amt
AL W] ool FHE AAAH BHAY AFRE ) A6l ol Ade Arba B3,
AR B zTE o] AR o8l 1 e 14,07 APED Qor] o o#g
23huAel o8l 11.2%, 5493 2340 ols) 9,207 A= gk,

B9, Wasel @ AANE AvnE BEAY BRAY A%e AN BRAY A5 P &
AL Holw glo} ofs BAe] BEAYE TR Wge] rlAE Jeol ThE WryH W g
Srfe AL ofulsla gle. VKOSPIe] 4 A -5.7:2 Vet o) VKOSPIZL 4144 23t
A% BlAE Gguct 4 B3Ha4e] VKOSPIO| vAE el o F 4 &S onlgt,

R

10) Klosner and Sekkel (2014)2 Diebold and Yilmaz¢] ¥PH-g o]&ate] 67l Mzl=e] AABEAMe] GAAS Bkt
1/4 o)7do] dmzte] Aol ofal] A =Eivks A3 AAESIT. Cho, Kim, and Lee(2023)% W=, 4, Fokrlof 3ke] 7
A7gA Bahade] Ho|ag A3kt
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Table 2. Connectedness Between Categorical Policy Uncertainty and VKOSPI: Korea

From Moneta Fiscal Trade FX From

To PU ” PU PU PU UAesR Others
Monetary PU 52.7 23.1 0.1 16.7 74 473
Fiscal PU 20.5 525 14 12.8 12.8 475
Trade PU 0.1 15 920 6.2 0.2 8.0
FX PU 193 16.3 39 52.1 8.4 479
VKOSPI 92 14.0 0.0 1.2 65.5 345

To Others 492 55.0 54 46.9 288 (37.0%)

Net 18 74 -2.6 -1.0 -5.7

Note: Number in parenthesis is total connectedness.

(Table 3)-& (Table 2) ] =9 9} U3 HFE o R HFEE 243 Ao},
Ak oz dRo| gt FHAAE o] Aok FARBH Uebgth [A AAEL 37.5%= g=
7] Z& FEolH, T3 Bl Xl#% A Bealg Are 79 thE HeRRE Y] ol
oF 50%=A gkt wl-g- v]gk Eolvt, oA B A vhE MFENE | ¥l 15.7%nR
A g EthE oA oy thE A B3 AFRtE 22 Aow FFHAU,

UR-of WFAFA|F2l Nikkei225 VIE Th2 WHFERZRE 9] A <Jgh WEo] 36. 7%= FF AT
tl o] Al =T FARSE Eolvt, Ao FHART) =T FEYAA thE A vkl shie sk
VKOSPIE= AAAA Bataro grg o] dAdo] Arjgoes & vhd Nikkei225 VIE E34# 28
JomXE] o] Ao T Aths Aot} (Table 3)& HW Nikkei225 VI WE-2 5843 B34
AF2EE 16.5%, AR B4 AF2RE 10.0%, 122 @83 By A2 7E 9.8%
ArEls og FAHEAY, 3, T B3 Aot AR B3 A5 o ¢ A8
7kA A 9lem Nikkei225 VIE &9 & AAd<] F4=<Aoh

Table 3. Connectedness Between Categorical Policy Uncertainty and Nikkei225 VI: Japan

From Monetary Fiscal Trade FX Nikkei225 From

To PU PU PU PU VI Others
Monetary PU 51.2 236 1.0 135 10.7 488
Fiscal PU 228 50.1 8.6 10.5 8.1 499
Trade PU 1.6 14.0 84.3 00 0.1 15.7
FX PU 16.5 1.5 0.1 637 8.2 36.3
Nikkei225 VI 16.5 10.0 05 98 633 36.7

To Others 574 59.1 10.2 337 271 (37.5%)

Net 85 92 -55 -2.6 -9.6

Note: Number in parenthesis is total connectedness.

njEe] B9olE fA A2 Fashd it nlae @gd B34 A5 2aekA oo
599, AR, ol 5 A A AR BBy el VIXtow THE BEe Fgshdr),
(Table 4y ¢] A% Avng A4 AL 247%2 B 2 Qo] w8 tha viskor], E5193)
2 AR BHAY A7 B AFRRE e A6 s APEe ARt 30%dE o4
B ol wla) S Uehdeh Relgal 2eay Age dolt At AR e W g
Al wg A ERdTh VIXh AAd Bede] e e Aut 22,9%e FAHE,
Qus} fA] AAAD 234 Bk B84 23T Al | Za) vekd &
AL B AR BEUAE Lol & SAAe], T2l VXM E el 4 o] FHHL
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Table 4. Connectedness Between Categorical Policy Uncertainty and VIX: US

To Sl Mor;eJary F'saal TESG VIX From Others
Monetary PU 624 16.8 1.1 19.6 376
Fiscal PU 19.9 655 35 1.0 345
Trade PU 0.7 30 96.3 00 37
VIX 16.0 7.0 0.0 771 229
To Others 36.6 268 4.6 30.6 (24.7%)
Net -0.9 -7.7 0.9 77

Note: Number in parenthesis is total connectedness.

ABAAL) 3T het 4 A3 aokshe theat gk AR, AA Al A, YxelHE
oF 370 o], vFel A olurh tha ke 24. 7% FYHA o|2vE 42
2 AEHAS Aolo] 4FE AANl EART Uee AAY Atk AAFER B
ol gl Breha AA BN 7ho] AAo| Ehe AL ofd & Fo] 5

wrhe AAHe B belld] A B2 AhsAel W E=olEe due wegsie

i)
e
do

>

2,
N
&
il

S, B394, ARAA, 1B BEIY A Dol we Frel Aol EASIdoLt Tl
AU AFShel DG o ALE e o S, AZAA, A @1
A0S F2 Aol 98 s Aol ke v FegAe e 47)4e rdsht AEd a2l

5ol wAlsh Baise] Q] mrow s
A, FAAGS] AN AN FAAFE B4, A9, B4 BN A5
AAlo] glort ols AAY BN A5E hel AAPNTHE thi ok Row Helt, ojefa At
BB TR S 10 48 RGBS SR Wk Sl FAd) HH

O

Fﬂ\i

i

¥ 4 I A SHeE Bolhe ojue HE & olrk. ofeid ovlolA wEAA}
B Ay Arel SAF YAUSTE HE olele & el At

A, et v=elld e HEdAs7E Segd B8 Aleekel Aol 7hE w2l vl =l
M AR BEdd Agete] dAdel o w7 vEhdal it olel] e v dellM Hot
A8 AT EIA} gt

2. WEAAT tig 3R 2

Aw7HA o] BAE B3 $A71 A0l 3] AEE HEAGA G el VKOSPI, A9 Nikkei 225
VI, Z12la v]=re] VIXE A B3 x5e) Al 35S st ofAl o] 244
g 1A HE5e Yste] 7hde SHENS Aok, =, S5 dBES gidoz ofd HAY
B3GR WEd At BAFHCR folsHA dEEo e
Aol glo] A7) MBAEAS E vl VIXE BA3 Fd=
AetexE A Egith

(Table 5)& gl=r2] VKOSPIO| w3t 34 ZAzolc}, F&H 4= VKOSPIo| 1 AW, B3bg 3],
AN A, TG, <] FgA B3Halagd R|gpolr oldlel AR ulgl 7]l VKOSPI & 2413
o] F7IZE AAIRE BAIBHY] Y3ty =] VIXE A9 Bdfm 27151990}, (Table 5) 2] Model 1&
Y B3 A5uk 23E Fe9dd 40 AYE B3 T ARAY BEAgN] BAKHoR
ot ol A7t FAEHAD 2 Xé?ﬂi%g}él*é"]—r/] Ade BAHCR %elé}zl 29ttt Model
2% A7]9] VKOSPIE 718l $4¢ 7-9-olt}, Model 29 FHZA7E B $-4 77]2] VKOSPIL]
A7) 0.7472 A FAHE A7PdRo] A4S HolFa ut, 719 VKOSPIZ FASkaL Wi A7

o,

r—{n:

A gelsan g, ol 5142

218
112
A BSAAS7E AEATE
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A3 23] A5 0.2052 FAHNEH 5% FolFEld FAHZ felstedet. 1D
Model 304 ml5e] VIXE Aoss et of Agolm 4943 2304 A% de
AFE 1% $ElH AL felstelet. olul 548 2334 Aol g@ AsE SAHOE

Folat o ghol FAHAE o) vIFe] VIXSH T B3R A A57ke] B FREAL
dS nx7] wiEog AZhErt 12 Model 4% H7]9] VKOSPIS} vl=e] VIXE BF £33 4420
ojujol = AFHY B dig AFe SAZCE Fodt o] kol FHHUT
ool 3HEA A}Z gokslH 3k=o] VKOSPIE o] AAAH Bt x49f 2o #Ago]
AE vHA, B, B ogkg A B8] A rele] AP A BAlE A EAlEA ¥v o=
UrEbsit), 8 §h5e] VKOSPIE ml5he] VIXS wl$- & ARlE A1 2l Ae® epgth 13
Table 5. Regression Results: Korea (VKOSPI)
Model 1 Model 2 Model 3 Model 4
Constant 0.262 -0.293 0.290 0.076
(0.59) (-1.29) (1.30) (0.38)
VKOSPI (t-1) 0.747 0.278™
(16.25) (3.41)
US VIX 0.785™" 0.593™
(15.80) (8.39)
Monetary PU -0.123 -0.024 -0.189" -0.136™
(-0.96) (-0.48) (-4.35) (-3.52)
Fiscal PU 0.687™ 0.205™ 0.251™ 0.178™
(4.11) (2.29) (5.58) (4.16)
Trade PU -0.034 -0.024 0.007 0.001
(-0.72) (-1.24) (0.36) (0.05)
FX Pu 0.009 0.059 -0.010 0.014
(0.12) (1.93) (-0.38) (0.66)
Adj. R? 0.37 0.76 0.87 0.89
Note: Numbers in parentheses are t-values. ™, ™, * donotes statistical significance at 1%, 5%, 10%

level.

thSo 2 (Table 6) & E3] U2 Nikkei225 VId] st =AHZAARE AR gEY o] Ao
St o8 23t et BE FAR A AR B A Alge SAKLE fo3
A grgkon il S Bl gist Alert BAIASE fodk Y zhe] FAHIT Model
1ol Fsbgd B3halAdol digh Al 0.1742 FHEAL 10% F2ogFolr Aoz o3ttt
Model 204 Z7]¢] Nikkei225 VIE XFste] 43 Holw B3 B2 Ao gt AFe
5% FEolA BAKHLRE Fogt 0.1382 FA =T w72l VIXE FAIg Model 37 Model 404 =
3 B Uisk Alre TAIFLR folstaint. oluf ml= VIXd gk Alg= ghxe] A9
Hlg] A5 27171 Akt

(Table 7)ol Model 13 Model 2¢] 321 nj=e] VIXe| thal 248 1k}, v]= VIXE]
Ao EaAd B3 4o tg A4 Model 164 0,255, Model 20|14 0.1152 FA =1L
1% FFollA BAFCRE Fosldrt. vlare] VIXe] Aoz &I nZ7lA =2 A4 B8
g Ales BAHR FostAl gt

11) Model 2014 AAAA B34 tigk 7] Al 0.205/(1-0.747)=0.812 Model 1¢] Al vla) 238 thh & 5
ofct,

12) ge] B8R BehaAT) nlake] VIXTHe @Mﬁl = 0.3832% @=e] VKOSPISe| i} v w7 vebylct

13) gk=e] VKOSPI9} m= VIXZHY] thes AaAls= 0 917§ vl Eow, o] Nikkei 225 VI9} w5 VIXTe] AFdAG+=
0.0172 3o g grjxoz vre 4—%01&}.
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Table 6. Regression Results: Japan (Nikkei225 VI)

Model 1 Model 2 Model 3 Model 4

Constant 1.628™ 0.431™ 1.180™" 0.253
(4.67) (2.16) (3.81) (1.32)

Nikkei225 VI (t-1) 0.603™ 0.534™
(9.44) (6.60)

US VIX 0.358™ 0.249™
(4.61) (3.47)

Monetary PU 0174 0.138™ 0.217" 0171
(1.69) (2.38) (2.22) (2.76)

Fiscal PU 0.206 0.043 -0.041 -0.110
(1.32) (0.57) (-0.40) (-1.64)

Trade PU -0.096™ -0.039 -0.009 0.015
(-1.98) (-1.38) (-0.24) (0.61)

FX Pu 0.034 0.034 0.020 0.024
(0.46) (1.17) (0.52) (0.84)
Adj. R? 0.30 0.61 0.44 0.68

k% ¥

Note: Numbers in parentheses are t-values.
level.

donotes statistical significance at 1%, 5%, 10%

Table 7. Regression Results: US (VIX)

Model 1 Model 2

Constant 1.389™ 0.387"
(4.07) (2.54)

X (t-1) 0.674™
(10.05)

Monetary PU 0.255™ 0.115™
(4.55) (2.98)

Fiscal PU 0.107 0.020
(1.26) (0.53)

Trade PU -0.028 -0.010
(-1.12) (-0.81)
Adj. R? 0.38 0.69

Note: Numbers in parentheses are t-values. ™, ™, * donotes statistical significance at 1%, 5%, 10%

level.
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Fig. 1. Monetary and Fiscal Policy Uncertainty Indexes and VKOSPI in Korea

50
40
30
20
10
0 0
=8 2@ 3w e~ @ 28 5 &8 R
«+ Monetary PU (LHS)—Fiscal PU (LHS)==VKOSPI (RHS)

Source: https://www.policyuncertainty.com

v, 22

d Bt Aok FA7Hd Qs AteE HEdATR T AleH
9l Oﬂﬁl*éé FA% 7Ur°ﬂ «]’3}‘?'1 S Kbl 4Re Are] Aol EAshs Aoz YEhkit 53
%ﬁ‘r%&‘i A7, ojgd ol Aetke] Aol w3ton ol BH A Aot HEAA
o] QAL olBThE thd WA EAlste AL FAs . olHd dde AA B At
BAAFE 2] BEole Estal 35 ARE FR8taL 7|= shARE FAlol Zzte]
HA] JEE VAL glene Me HebHel iRk & 5 Qv @, BT vsellis HEdA
—r7]' T3 EFAdA ek AAol 7 Hlel] g=roll s AEAA B8 Aotk
AAdel ¥ =A Yehtar o

‘%‘i%

)
N
™

ﬁd
"
dr 5
ro
__ITL‘



330 Asia-Pacific Journal of Business Vol. 14, No, 4, December 2023

B AZAA N Br1uEH EAsRs Adele B et B3Ao] FsA SdEE AL
AEAA o A TS v Futel] fitk, gSo] 2 Aol —Er* Aol o] M2 2 A
E3AAde Fatted dAE] deS 7etsl e FH BEAAS Folele e thE ]
B 3 ZaATE A0S 7S 5 vk ZA Y FE JYo] Tl o] FoA| L ATt
255 Agshe Ho| BIAAS £d = Je ol E Aol

References
A - o2 (2018), ‘T BAAD Bl AX E F5E A e % dRAAAT 36(2),
77-112.
A (2018), “m|= BAGH Bigo] T AAES vl J3 AATAT 66(4), 93-132.
274 AYE (2023), “BAAH B FHo] g AXAEA E FEA mlx= gkl digk £4,)

Journal of Economic Theory and Econometrics 34, 93-132.

Arbatli, E.,, S. Davis, A. Ito and N. Miake (2022), “Policy Uncertainty in Japan,” Journal of the Japanese
and International Economics 64, 101192,

Bekaert, G. and M. Hoerova (2014), “The VIX, the Variance Premium and Stock Market Volatility,” journal
of Econometrics 183, 181-192.

Baker, S., N. Bloom, and S. Davis (2016), “Measuring Economic Policy Uncertainty,” Quarterly journal
of Economics 131, 1593-1636.

Caldara, D., M. Iacoviello, P. Molligo, A. Prestipino, and A. Raffo, (2020), “The Economic Effects of Trade
Policy Uncertainty,” journal of Monetary Economics, 109, 38-59.

Cho, D. and H. Kim (2023), “Macroeconomic Effects of Uncertainty Shocks: Evidence from Korea,” journal
of Asian Economics 84, 1-15.

Cho, D., H. Kim, and K, Lee (2023), “Dynamic Spillovers of Economic Policy Uncertainty Across the US,
Europe, and East Asia,” Global Fconomic Review 52, 187-201.

Diebold, F. and K. Yilmaz (2012), “Better to Give Than To Receive: Predictive Directional Measurement
of Volatility Spillovers,” International Journal of Forecasting 28, 57-66.

Diebold, F. and K. Yilmaz (2023), “On the Past, Present and Future of the Diebold-Yilmaz Approach
to Dynamic Network Connectedness,” journal of Econometrics 234, 115-120.

Dixit, A. and R. Pindyck (1994), Investment Under Uncertainty, Princeton University Press, Princeton NJ.

Husted, L., ]. Rogers, and B. Sun (2020), “Monetary Policy Uncertainty,” journal of Monetary Economics

115, 20-36.

Jurado, K, S. Ludvigson, and S. Ng (2015), "Measuring Uncertainty." American Economic Review105,
1177-1216.

Klosner, S. and R. Sekkel (2014), “International Spillovers of Policy Uncertainty,” Economics Letters 124,
508-512.

Koop G, H. Pesaran, and S. Potter (1996), “Impulse Response Analysis in Nonlinear Multivariate Models,”
Journal of Econometrics 119, 119-147.

Pastor, L. and P. Veronesi (2012), “Uncertainty about Government Policy and Stock Prices,” journal of
Finance 67, 1219-1264

Pesaran, H, and Y. Shin (1998), “Generalized Impulse Response Analysis in Linear Multivariate Models,”
Economics Letters 58, 17-29.

Wang, ], X. Lu, F. He, and F. Ma (2020), “Which Popular Predictor is More Useful to Forecast International
Stock Markets During the Coronavirus Pandemic: VIX or EPU?” International Review of Financial
Analysis 72, 101596.



