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Abstract

This paper explores if economic uncertainty alters the macroeconomic in�uence of mon-

etary policy. We use several measures of U.S. economic uncertainty, and estimate their

interaction with monetary policy shocks as identi�ed through structural vector autore-

gressions. We �nd that U.S. monetary policy shocks a�ect economic activity less when

uncertainty is high, in line with �real-option� e�ects from theory. Holding uncertainty

constant, the e�ect on investment is approximately halved when uncertainty is in its top

instead of its bottom decile.
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