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Uncertainty

2. Probability measures risk
o If we know the possible

l.Whu.lisurwerluinbj?
® Many pacple confuse

uncartainty with risk. cubzomes, we con estimate
® They are not the same. g L
g * We moy rot know exactly what
» Risk can be measured. UNCERTAINTY will hoppen.
e (ot measurable)
» True uncertainty cannst. - & But we con still make informed
* That difference should. change caleulabions.

how we think about economics. ¢ Insurance works like this.

3. Uneertainty is different L. Time creates uncertainty
* Somatimes we simply do not # Every decision is made now ?
know what lies ahead e e emaes,
arrives later, 'f' -

¢ There is no relishle probability
¢ The future has not yet
baen,
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* We must act before we know @F———————@—>

what tomorrow will bring,  NOW FUTURE
o That is why uncertainy con

5. Tl'\emmm,g Fweps changing G.W'Lgewnamic.s gd.sﬂ'\iswrung
+ Paaple leam. \., * W cannt know the fuburs
TMWW Sl et ;

& O kouselilys is Limibid
and always incomplete.
"‘*""“"?"“’“* « Tnging & see too far chead

* Eoch change creates gwes only guesses, not
possibilities o model certainky.
aould have pracichil.  Thik )b bl s

often turn out to be weeng.
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7. Why institutions matter |—8. Living with uncertainty

* We should not prebend

* Becousie the fubure i wncertaln,
uncerteinty con be eliminated

we reed strong institubions.

 Gooxd institutions halp s cope * Good decisions acospt that

with, shocks and change i the fubirs is open.
© They suppert health, educabion, ® We must loarn, adapt ond
energy, Justice and fuir ndes. respond 03 evends unfold.

§ Probability halps us manags measurable risk, Uncartainty i diffarent
COnClUSIOn becase the fubure has ot happered yet, 50 nobody can know i&.
Good aconomics accepts that reality. It builds monsy, inetitubions

and gaverament that halp s adapk instead of peetanding ﬁ

we com pradict. sverything
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How to expand this image

If you press CTRL or Command and Plus (+) on your keyboard, your browser should
increase the size of your page every time you do this. Press CTRL or Command and the
Minus (-) key together to restore the screen to normal. | can get to at least 2 times the
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normal size by doing this.
How to download this image.

If you right-click the image, you should be given the option to download it to your
computer. So long as you do so without a view to making a profit, you may do so
without further permission. Commercial use requires consent. But if you just want to
share it, do so with whoever and wherever you want. That is the purpose of these

infographics.
The imaPe Iibrar){ _ _
We are planning a library of these images. It will be available soon.

Al use. In some way or other, | used Al in the creation of this post. | explain how | use
that technology here,
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