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This paper investigates the effect of economic policy uncertainty (EPU)
on exports, using approximately 4,000 Japanese listed firms from 1998 to
2022. The EPU index proposed by Baker et al. (2016) is employed as the
measure of policy uncertainty. IV estimation employing EPU in Japan as
the instruments suggests that EPU leads to a decrease in exports through
a reduction in investment. This result suggests that a portion of the decline
in exports amid the recent escalation in economic policy uncertainty can
be attributed to reduced investments.
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