


ABSTRACT

We estimate the impact of price uncertainty on investment using a panel of U.S. manufacturing industries.

When we pool the data for all industries, uncertainty has no impact on current investment. However, this

pooled estiimate conceals an interesting difference across industries. For industries with a high degree of

product market competition, the estimated impact is negative, reasonably large, and significantly different

from zero. For relatively non-competitive industries, the impact is always small and not significantly

different from zero. The finding of a negative relationship between investment and price uncertainty in

competitive industries is broadly consistent with the predictions of models that incorporate irreversibility

of capital investment.








































