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Tne views axpressed he re  a r e  tilose of t h e  a u t h o r s "  

a d  do no t  r e f l e c t  those of t h e  Federa l  Reserve Rank of S t .  

Louis o r  t h e  Board of  Governors of t h e  Federa l  Reserve 

4ystem. Not t o  be quoted v-Ltt.lout au tho r s '  perrnlssion. 

ABSTRACT 

Yascaro and Mebtzer hsve i a p l i e d ,  b u t  n o t  t e s t e d ,  
t l ~ s t  increased  unce r t a in ty  shout  monetary pol icy  w i l l  

reduce real. income. nis propos i t i on  i s  t e s t e d  3 i r e c t l v  5 y  
adding 3. {Calman f i l t e r  e s t ima te  of monetary unce r t a in ty  t o  

3 S t .  Louis-type GNP equat ion.  me r e s u l t s  i n d i c a t e  t h 2 t  

-i lcreased unce r t a in ty  .,:,out monetary pol tcy  has perw3nent 

negat ive e f f e c t s  on both the  l e v e l  and growth r a t e  of GNP. 


























