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Fed Chairman Jerome Powell aptly summarized the level of uncertainty in his May
21st speech, noting “We are now experiencing a whole new level of uncertainty, as
questions only the virus can answer complicate the outlook.” Indeed, there is massive
uncertainty about almost every aspect of the COVID-19 crisis, including the
infectiousness and lethality of the virus; the time needed to develop and deploy
vaccines; whether a second wave of the pandemic will emerge; the duration and
effectiveness of social distancing; the near-term economic impact of the pandemic and
policy responses; the speed of economic recovery as the pandemic recedes; whether
“temporary” government interventions will become permanent; the extent to which
pandemic-induced shifts in consumer spending patterns, business travel, and working
from home will persist; and the impact on business formation and research and
development.

In this light, we examine several measures of economic uncertainty before and
during the COVID-19 pandemic. Our focus is on uncertainty measures available in
near real-time or with modest delays. We adopt this focus for three reasons. First,
many macro indicators become available with lags of months or quarters, which limits
their usefulness in producing real-time uncertainty measures. Second, uncertainty
measures have different strengths and weaknesses. For example, measures derived
from models fit to standard macro data have the upside of being linked to a well-
defined concept of uncertainty, but the downside of being based on the premise that
past statistical relationships and their interpretation continue to hold in the wake of
sudden, novel developments. In reverse, newspaper measures of uncertainty do not
correspond to a precise model, but are forward looking and available on a real-time
basis. Third, when a large, novel shock hits with great suddenness, it is especially
vital for real-time forecasting purposes and for policy formulation to work with
measures that capture the uncertainties that economic agents actually perceive. Many
of the forward-looking uncertainty measures we consider can potentially meet that
test in a way that other measures cannot.
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(Dave Altig et al., Economic uncertainty before and during the COVID-19
pandemic, Journal of Public Economicsvol.191, 104274, pp.1-2, 2020)
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