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		With medical expenditures constituting an increasingly large share of private spending, the continuing policy debate on health care reform in the United States is a potentially important source of householdsâ€™ financial uncertainty. To quantify the implications of this uncertainty for the real economy, this paper conducts an empirical analysis of the effect of health care policy uncertainty (HCPU) on two channels of householdsâ€™ economic behavior: consumption and portfolio choice. Using a simple model to illustrate a heterogeneous effect of HCPU, we develop an identification strategy that exploits variation in health to capture exposure to these policy uncertainty shocks. Two complementary semiparametric heterogeneous effects models are introduced that are particularly suited to the analysis of empirically unobserved variables such as health. The results indicate an important effect of HCPU on portfolio choice but provide mixed evidence for the effect on households' total spending. Our estimates corroborate the theoretical prediction that this effect is increasing in households' health problems. 
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