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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



 

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/mathematics-and-statistics
https://www.tandfonline.com/journals/uasa20
https://www.tandfonline.com/loi/uasa20
https://www.tandfonline.com/toc/uasa20/103/482
https://www.tandfonline.com/toc/uasa20/103/482
https://www.tandfonline.com/journals/uasa20
https://www.tandfonline.com/author/Inoue%2C+Atsushi
https://www.tandfonline.com/author/Kilian%2C+Lutz
https://doi.org/10.1198/016214507000000473
https://www.tandfonline.com/action/clickThrough?id=5943&url=%2Fr%2Fsubjectsample-mathstats&loc=%2Fdoi%2Fabs%2F10.1198%2F016214507000000473&pubId=54062227&placeholderId=1074&productId=1843
https://www.tandfonline.com/doi/citedby/10.1198/016214507000000473?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1198/016214507000000473?scroll=top
https://www.tandfonline.com/doi/permissions/10.1198/016214507000000473?scroll=top
https://www.tandfonline.com/doi/abs/10.1198/016214507000000473
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1198%2F016214507000000473&title=How%20Useful%20Is%20Bagging%20in%20Forecasting%20Economic%20Time%20Series%3F%20A%20Case%20Study%20of%20U.S.%20Consumer%20Price%20Inflation%3A%20Journal%20of%20the%20American%20Statistical%20Association%3A%20Vol%20103%2C%20No%20482
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1


Related Research Data

Bayesian and non-Bayesian methods for combining models and forecasts with

applications to forecasting international growth rates (1993)

Source: Unknown Repository

Stock return predictability and model uncertainty

Source: Journal of Financial Economics

Bagging binary and quantile predictors for time series

Source: Journal of Econometrics

The Combination of Forecasts

Source: Journal of the Operational Research Society

Bayesian Model Averaging and Exchange Rate Forecasts

Source: International Finance Discussion Paper

Bootstrapping GMM estimators for time series

Source: Journal of Econometrics

A Heteroskedasticity-Consistent Covariance Matrix Estimator and a Direct Test for

Heteroskedasticity

challenging applications as inflation forecasting; however, bagging is not the only

method capable of achieving such gains.
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