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Abstract

This article focuses on the widely studied question of whether the inclusion of indicators

of real economic activity lowers the prediction mean squared error of forecasting

models of U.S. consumer price inflation. We propose three variants of the bagging

algorithm specifically designed for this type of forecasting problem and evaluate their

empirical performance. Although bagging predictors in our application are clearly more

accurate than equally weighted forecasts, median forecasts, ARM forecasts, AFTER

forecasts, or Bayesian forecast averages based on one extra predictor at a time, they

are generally about as accurate as the Bayesian shrinkage predictor, the ridge

regression predictor, the iterated LASSO predictor, or the Bayesian model average

predictor based on random subsets of extra predictors. Our results show that bagging

can achieve large reductions in prediction mean-squared errors even in such
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challenging applications as inflation forecasting; however, bagging is not the only

method capable of achieving such gains.

KEY WORDS:

Bayesian model averaging Bootstrap aggregation Factor model Forecast combination

Forecasting model selection Pre testing Shrinkage estimation

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1017%252Fcbo9780511493171.018&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0304-405x%252802%252900131-9&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fj.jeconom.2005.07.017&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1057%252Fjors.1969.103&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.17016%252Fifdp.2003.779&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fj.jeconom.2005.06.004&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F1912934&type=Scholix
https://www.tandfonline.com/keyword/Bayesian+model+averaging
https://www.tandfonline.com/keyword/Bootstrap+aggregation
https://www.tandfonline.com/keyword/Factor+model
https://www.tandfonline.com/keyword/Forecast+combination
https://www.tandfonline.com/keyword/Forecasting+model+selection
https://www.tandfonline.com/keyword/Pre+testing
https://www.tandfonline.com/keyword/Shrinkage+estimation
https://www.tandfonline.com/action/clickThrough?id=112969&url=https%3A%2F%2Fwww.tandfonline.com%2Fjournals%2Fusdi20&loc=%2Fdoi%2Fabs%2F10.1198%2F016214507000000473&pubId=54062227&placeholderId=101378&productId=1782


Related research 

Recommended articles Cited by 

164

Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2026 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

Taylor and

Francis Group

People also read

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
https://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

