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Figure 1. Expected number of predictors in each forecasting exercise

Source: Research calculations

Gl cuwl Jlia ! iSTas shls a5 (Jxe (DMS gy 43 3z sboo a5 jgbles

U Jae SO Sen Je OV (o I (Sloj 0yg3 4o 43 asllae ¢l jo aS (g sba 39 0
(oolwl ¢l 390 DI JlSse jukiie (S sl dugy 3o Olgie

W 0198 B30 St Bl i Ol 03503553 &S Gl (plodlslee Sl 0Jssn
il o il oxie3 S5 sloSsl sobises 9 WYslee cpl SIS Sloj oygs olree



5 o 2abl ol sl some o |/
(DA I Fee Glinoj (rlo obaidl gl s, p) (5, 0o Sl cdoliliad _:"’?"9’!{{;’_’_{“"

TSN GBE 1D SN Far s A

A

03l33y5 &S ldbslee «Jigls Juad SO iy @81 o exelcuwwss puls polwl
33) Jgaz 33 zyxe Sloj oygs 53 3oy 3 WV ppuw b el asbiw o (Joy sloSol
&S lslen o jl syl axils o5 &5 (ot 33 b GxS0 Ol ook
O 200y 3 WY ppw b ol (295 g (b (iod (Jg (Lalds sloSely (glyls
WIV g b Gl 83t g (295 ¢ Saud « Joy (Lolas slo Sl oxiylsp 4o oS slaslzo
(ol ((Jor S o Loldi laSely sxiylsy jo oS Glddsles Colys j3 g usys
P& Ll ploge 4 s ol a5l 41,8 suoys Vo ppaw b ol ()5 9 (6551
SSlasils (DMS) s ¢y g JuSid 53 1y salaiuwl lie ¢ skt d=llos 3590 (Sloj 0y93
Gl Soly a4 (i @91 0l o3 ol 1 ooMe s o0 ke (suo)s Vo (VL)
(430 YA o sliww (e FFILSLET (e FA) o)y ((ddro Vo) iosd «(diro AV) oy
O iden shls (4 W) cdgs g (audise YY), (95w (b YF) Jlo c(adpo YY) (550
ilosgy (St 3390 093 S Job yo esldivl vlise

(e ooy Lolai loSely (g9l oS (oo < gl Juad Jlez (Smuien 91 40
ils pygs &5 (St o3 1y e3laiwl Olie ¢y Jueys YoV b cuwl osbiw g (2>
=B 9 @il iiesd «(Joy U s LBlEs sloSol (g9l 5 (Jao of jl amy . canl
340y \W/E L ostiw g (Jo sloSols Jolis 5 (Jso Guaw - 3)l3 518 3usys WA L
L e (2 g (Jbo (o8 (Jo Lolisd sloSely 0ad)ls,0y8 a5 (Jse job (oo g
Iy ealaswl Gliwo (s a=dllos 3550 (Sloj 0393 43 &5 (sl Jae lgie U suoys VB
g o o ((susys Vo (YU) silaiols Jao ¢y iy JuSid 5

VW)siad (b AD) (Joy Sl (IS Jeby (Gwiiog @81 ol 5o ol mogMe
o (addiye Vo) (55l c(adise VD)ool (dise FA)(2)lo (aipe OV ((aipo
53y eslastnl glise o obyi @ (a0 ) cdgs g (a0 YA) (Jlo d(aise YA) L
Sl (w390 0593 Jebb 43 a8 25 S

(b (o loSely ol> &S (Jae elx Juad e (Sapiy @ 0
PP P Gwoi ooy eslaiwl Olise (i 3ueys VAL cwl sslivw g (2>
313,18 3oy VOV bl 63biw g (o1 sloSol (5ol S (Jxe ool jl s g aiils
b oslastl ¢lise sty allbe 330 (Sloj 0)93 43 &S (plodse Olsic 4 oo (pl
@8l ol 43 IS ek L 3gi 0 2 bre (dusys Vo (VL) silaiols Jao ¢y pigs JuSis o



MV s ol st i e .5 5 i e

. s 3
,‘r";'u’/sph
CR

e N
P DS St b il

Jlo g (e V) cdgs (4 VLslis (adpe YA) )51 d(adise YY) (59,0 (adise

olails 093 Job o 1y ealaiwl Gliue ¢ ki (Wiye #)

Calizo (it GBS 5 (Hloj sooyss 43 3o gy 13 03 ity s Ssl .0
Gubzi Ol 1350
Table 6. Predictors composing the best model on different forecast horizons
Source: Research calculations

a3 4id SIS sloSoly , &
(gt . L,Jln) 6493 L.
e g 0 )
\WYOQY I YVAQE Y VEQ -V VYV Y-
% \W/W osbiw ¢ Jgs d d d d d
: qF;) PVAQY-IPVag)
I ;AA.AS S Laolss
% VWY # WAS-YA G AT -q Y PAA QY- FAAGY
LF?JB ‘LSJLO h:\
% \Y)¥ s sed (Jon Lolss WAQFI VAV gY-gF;
0
osbiw ¢ 2> VWAFY-\YAQQY ;W WASQY-gF
Vol (F9r IS oy Lolss WAVQF\WAQQY-qW; Y Qeq); e Y-
’ B (il (iesd W vge-ivarg
% Yoy (siosd o Joy Lolas WAV AV PAV G
b Yo
osliw ¢yl WAEQY- PASQE PAV Y
¢ ‘ lS 3 (Lblﬁj
WA | O o7 e e VFAAGY; FReq- A g
Lf?)l? 46)),!' (09 h=¥
% \V/5 osbiw « Jos VVSQE-A VYY) FYAQY- YYAQE
%1/o (shed (o Lolas VWAqF-\ WA gFIVAYQY;
0
= (J WAVQ-qY; WAV -\ YAAQ)
¢ [EX 049 3¢
% VF/Q = # WAVGVWAY qF- FPAAGY
03w
h=A
VWYV VY g FVAQY;
% \O/V 03w ¢ Jos
' wvag- vAegr

o Oloj WYleisl b DMA i )08l (YooV) ollSen g (5,58 vz s 4S9boles
(k=1 Kot =1, T ) «Jbo olsie @) 353905 0l |y 3o 5o b sy



2 (oonted dobld (ool gl (Grooo y90r

YAY
(FNA N Fee Gliwoj (b (o2Lai) (gl vy p1) 5 )Jtdo bl caolilias

Rodse gsome sine 4 o sgad amlro ) D Tyax Ol¥se b=1..,B sl
Sl A Gl b lis! opl Soly 0 Jlsged Sole Sy el b (g9l> <5
Slole Sols 4o gl oylsgal ¢l bghs )fl ol lize Syt slo@sl js lole
sl b 28l lole Soby el sl oS (oo i3 DMA (g cxisly S b by lads
Coaoal b 0aisS Gwpin S ele Solb ol (plply) 358 e eslitinl Syt
>0 bl (s lole Soly o (sl lylaged ol bobas aziliz (390 Wgwmo
Bio (i 03 b lole Soby al (ssl> sl se aulS JolS jgky DMA (g ey
bl TSl spndd S by xS (0 L8 S g she g & bkt S e
Slopuio Zodgds a5 35ls 3929 (2loSel (g e 30l Slaged j3 &S Hsbles
Sl Ssl 3590 43 pogras s ol cpl . 3iiwe SO U335 g Jud (soho 63558 Sy

b0 Sgpine Sod 9 (o

employment — - momey —s-  phcs --- - S0k |

‘emeryy — - -hEm@bnal - - - - awput]
T T

1 1
200002 prosls N 4 201002 2015q2

(=) sl e Sy gt G915 slole Soly 5o (g9l slagse 51 JS Jleis! Y lsgad
Figure Y. Total probability of models which contain each factor block(h=1)

% intermediate interpretation



A‘"" d)wahﬁ}'bbmlbdlﬁlbwdwp)ﬁc")iui.ﬁ‘_,&uww_&
,'Ar'\;'y&:;sg;h

NGl ar s

e LAY

1 L L
2001.q1 2006 g 2011.g1 Z016.g1

energy — - ImMemational - - - - owipu

wel e ﬁ,:f,'r":'?\ r\;?\;1t‘{r\5
o IR T TR

W
prury

1 L L
2001.q1 2006 g 2011.g1 Z016.g1

(h=F) isl> Juad Jloz ot @ 43 ole Sob s sol> Gladse jI S Jlasz! ¥ )jlages
Figure V. Total probability of models which contain each factor block(h=4)

‘empbymed — - money — - cpikos - - - - - swck |
—— p—— i v
- ™ — - T

1

as

——#scal —— enemy — - IMeratonal - - - - owpeR |

L L L
2002 g1 2007 2012q1 201 7

(h=A) Jigl> Juad i i 1 ) ole Saly jo ol sloao I JS Jloio! £ l3ges
G825 Oluwlxo 1350
Figure ¢. Total probability of models which contain each factor block(h=8)
Source: Research calculations

slopkio 53 @b Ohusd sels ol Jsb s wmeslsy plis aSybpls
ot ey jl el b 0lgised |y (Flussd iz &S prind 0)95 02038 (S iy
g oo 3,135l Gupdid iz (Jlo Olgie 43905 (g jludae (porro (545 la e b
ol S1 el o358 sl g 038 ety utie S Ao ()5 5 S 35 e
33 9 Sl o8l (sl g 0308 (S iy SO e B (59545 Soly abl puzie Sy



5 o 2abl ol sl some o |/
(DA I Fee Glinoj (rlo obaidl gl s, p) (5, 0o Sl cdoliliad _:"’?"9’!{{;’_’_{“"

TSN GBE 1D SN Far s A

YAD

98 laylsgad 43 aiiwe J 595w Sob ol S (plodse S Jliz] Lol axd
olis o a3 0d glis |y el Gz Ao cpl mls Sl o g0 SO U o)
shie Il ssg olpl pigi 2 Swoiw sl et Sl ((Jor Sol &S ses 0
2 s P Sl b cillbe oy uSes Glodse b axid ol ik Olol
Lo, P53 St P& 39d 0 s Jag 2y g0 5l esliial b Tl cusisg

Ll il 1y

GoSangs -F
9 Old pac ogo a5 039 Ol sl Mo ¢ S I SO Oll 33 YU pye5 255
slodxe glgil (owyp g a=dllas ceplply .l sai (g3bas8l GMS slad 3 Silinebll
23 b el 3,Shg) plw @ Gl S (Jae 4 (liws jelhie 4 Gyl
Cod ozl 0y98 5 (Gwpie e cpl .ol Slayeap olnl slasdl (s Slusl
oslwl o WAF G WA ay90 (b (Lad Glossls I sslaiwl U 1y olpl 53 saisS G uae
0390338 sloghes b ol 038 it slopsio I JSiie (slacgone
DMS g DMA slo oo 315 1,8 (w3590 (DMA) Loy 565! (5,8 buwgio 9 (DMS)
izl laxo ol <SGyl dlaz I sl (plocajo shils gt slodse ple 4 Cuwo
slogsio &5 Nose bl uzes S sl gl dob 3 culd M
S sl Glaj Job o s o (oo o salaiwl 390 650aS o i

o5l (555 luwgio 9 (DMS) 03gei i3S (slodse (Suwpiug 45 slaglis s
155 &5 6l LB lee shls (Siw (St sloute) il 4 Caws (DMA) Ly
23 0358 S Jolge oS sl plio (Jole Sobs jl eslaswl ¢l o ogMe . s5losgy lyl
(ot @@l olod 43 aScwlyl I (Sl badl N0 sk 4z gloj sk
6383 Oloj Job 43 diagy Jao jl oslaiawl 43 slasd oy yiden @hls (Slad o Jo sloSsl
Jxe S olgi Egazo o ol alils Golais! cdgs Saly w50 slaswd ¢ eSS g
S sod aslainl lole Sobb O I g5 g cawl Joo (530 3lass I (68 uS5le DMA

26 Steady-state



A\"" d},_mgbbﬁjlbblﬁ&»llg&lﬁ'bwdw'a)ssé)&gd&ww_&
:":“;V)’A‘f;’;:"

T 1Y

SR N2

5 eslasil (Siug cprime sol ol 9 (34135 3839 36 Ly ole Sab uizan)
.cw! DMA/DMS

Acknowledgments: Acknowledgments may be made to individuals or
institutions that have made an important contribution.

Conflict of Interest: The authors declare no conflict of interest.
Funding: The authors received no financial support for the research,

authorship, and publication of this article.

Reference

Ang, A., Bekaert. G., & Wei. M. (2007). Do Macro Variables, Asset Markets,
or Surveys Forecast Inflation Better? Journal of Monetary Economics,
54,1163-1212.

Atkeson, A., & Ohanian. L. E. (2001). Are Phillips curves useful for
forecasting inflation? Federal Reserve Bank of Minneapolis Quarterly
Review, 25(1), 2-11.

Avramov, D. (2002). Stock Return Predictability and Model Uncertainty,
Journal of Financial Economics, 64, 423-58.

Aye, G., Gupta, R., Hammoudeh, SH., & Kim, W.J. (2015). Forecasting the
Price of Gold Using Dynamic Model Averaging, University of Pretoria,
Department of Economics Working Paper Series.

Bayani, O. & Mohammadi, T.(2019). Factors Affecting Financial Crises: The
Bayesian Model Averaging, Quarterly Journal of Quantitative
Economics (JQE), 16(2), 145-180. Available at:
https://jge.scu.ac.ir/article_14275.html?lang=en [In Persian]

Balcilar, R., Gupta, R., Eyden. R.V., Thompson, K., & Majumdar, A. (2018).
Comparing the forecasting ability of financial conditions indices:The
case of South Africa. The Quarterly Review of Economics and Finance,
69(C), 245-259.

Barsoum, F., & Stankiewicz, S. (2015). Forecasting GDP growth using
mixed-frequency models with switching regimes. International
Journal of Forecasting, 31(1), 33-50.



https://jqe.scu.ac.ir/article_14275.html?lang=en

VAY 2 conkd dobld ¢ ol jbr Mgl (g0 yaonT A\",‘
(FNA IFee Oliwas (‘ylw ‘_:.’La.if/‘jbwu)ﬂ)‘;)/.dc il gdolibad .','vgu‘gr(:g:),:(/,,

Joi AN glosnsand 2

Belmonte, M., & Koop, G. (2014). Model Switching and Model Averaging
in  Time-Varying Parameter  Regression  Models. in Ivan
Jeliazkov, Dale J. Poirier (ed.) Bayesian Model Comparison (Advances
in Econometrics, Volume (34) Emerald Group Publishing Limited, 45
—-69.

Bork, L., & Mgller, S. V. (2015). Forecasting house prices in the 50 states
using Dynamic Model Averaging and Dynamic Model Selection.
International Journal of Forecasting, 31(1), 63-78.

Brave, S., & Fisher, J. (2004). In search of a robust inflation forecast. Federal
Reserve Bank of Chicago, Economic Perspectives, 28(4),11-31.

Buncic. D. & G-M. Frey. (2012). Forecasting commaodity currencies with
dynamic Bayesian Models. Working paper, Institute of Mathematics
and Statistics, University of St Gallen, Switzerland.

Buncic, D., & Moretto, C. (2015). Forecasting copper prices with dynamic
averaging and selection models. North American Journal of Economics
and Finance, 33, 1-38.

Carnot N., Koen, V., & Tissot, B. (2005). Economic forecasting, Palgrave
Macmillan.

Canova, F. (2007). G-7 inflation forecasts: random walk, Phillips Curve or
what else? Macroeconomic Dynamics, 11, 1-30.

Cechetti, SG. (1995). Inflation indicators and inflation policy. Working paper
5161, NBER.

Cechetti, S., Chu, R., Steindel C. (2000). The unreliability of inflation
indicators. Current Issues in Economics and Finance, 6(4), 1-6.

Cogley, T. & Sargent, T. (2005). Drifts and volatilities: monetary policies and
outcomes in The post WWII U.S., Review of Economic Dynamics, 8,
262-302.

Cogley, T., Morozov, S. & Sargent, T. (2005). Bayesian fan charts for U.K.
inflation:Forecasting and sources of uncertainty in an evolving
monetary system. Journal of Economic Dynamics and Control, 29,
1893-1925.

Cremers, K. (2002). Stock Return Predictability: A Bayesian Model Selection
Perspective. Review of Financial Studies, 15, 1223-1249.



A‘"" d)l,_ma.bbﬁ)‘lbbli&»llgglﬁibwdw'a)ssc")ﬁu;ﬁdluww_lﬁo

——r YAA
Sz DS it et i

FoAN G NG AN S

De Bruyn, R., Gupta, R., & van Eyden, R. (2013). Forecasting the rand—dollar
and rand—pound exchange rates using dynamic model averaging.
Working paper 2013-07, University of Pretoria.

Dupasquier, C., & Ricketts, N. (1998). Non-linearities in the output—inflation
relationship: some empirical results for Canada. Working paper 98-14,
Bank of Canada.

Elliott, G., & Timmermann, A. (Eds.). (2013). Handbook of economic
forecasting. 2, Elsevier.

Ferreira, D., & Palma, A. (2015). Forecasting Inflation with the Phillips
Curve: A Dynamic Model Averaging Approach for Brazil. Revista
Brasileira de Economia, 69(4), 451-465.

Filippo, D.G. (2015). Dynamic Model Averaging and CPI Inflation Forecasts:
A Comparison between the Euro Area and the United States. Journal
of Forecasting, 34(8), 619-648.

Fisher, J., Liu, C., & Zhou, R. ( 2002). When can we forecast inflation?
Economic Perspectives, 26(1), 32—44.

Grassi, S., & De Magistris, P.S. (2015). It's all about volatility (of volatility):
Evidence from a two-factor stochastic volatility model. Journal of
Empirical Finance, 60, 62-78.

Groen, J., Paap, R., & Ravazzolo, F. (2010). Real-time Inflation Forecasting
in a Changing World, Federal Reserve Bank of New York Staff Report
Number 388.

Gupta, R., Hammoudeh, SH., Kim, W.J. & Simo-Kengne, B.D. (2014).
Forecasting China’s foreign exchange reserves using dynamic model
averaging: The roles of macroeconomic fundamentals, financial stress
and economic uncertainty. North American Journal of Economics and
Finance, 28, 170-189.

Holden, K., Peel, D.A., & Thompson, J.L. (1999). Economic forecasting: an
introduction, Cambridge University Press.

Kim C-J., & Nelson CR. (1998). State-Space Models with Regime-Switching:
Classical and Gibbs-Sampling Approaches with Applications. MIT
Press: Cambridge, MA.


https://www.sciencedirect.com/science/journal/09275398
https://www.sciencedirect.com/science/journal/09275398

2 conkd dobld ¢ ol jbr Mgl (g0 yaonT A‘""
(FNA N Fee Gliwoj (b (o2Lai) (gl vy p1) 5 )Jtdo bl caolilias _:"’?"9’!;’»{‘:'_{‘"

Joi AN glosnsand 2

AL

Koop, G., & Potter, S. (2004). Forecasting in dynamic factor models using
Bayesian model averaging. The Econometrics Journal, 7, 550-565.

Koop, G., & Korobilis, D. (2011). UK macroeconomic forecasting with many
predictors: Which models forecast best and when do they do so?
Economic Modelling, 28, 2307-2318.

Koop, G., & Korobilis, D. (2012). Forecasting Inflation Using Dynamic
Model Averaging. International Economic Review, 53(3), 867-886.

Koop, G., & Tole, L. (2012). Forecasting the European carbon market.
Journal of the Royal Statistical Society, Series A, 176(3), 723-741.

Lansing, KJ. (2002). Can the Phillips curve help forecast inflation? Economic
Letter No. 2002-29, Federal Reserve Bank of San Francisco.

Naser, H. & Alaali, F. (2018). Can Oil Prices Help Predict US Stock Market
Returns: An Evidence Using a DMA Approach? Empirical Economics,
55(4),1757-1777.

Nicoletti, G., & Passaro, R. (2012). Sometimes it helps: the evolving
predictive power of spreads on GDP dynamics. ECB working paper
series 1447.

Pesaran, M. H., & Timmermann, A. (2000). A Recursive Modelling
Approach to Predicting UK Stock Returns. The Economic Journal, 110,
159-91.

Primiceri, G. (2005). Time Varying Structural Autoregressions and Monetary
Policy. Review of Economic Studies, 72, 821-852.

Raftery, A., Karny, M., Andrysek. J., & Ettler, P. (2007). Online prediction
under model uncertainty via dynamic model averaging: application to
a cold rolling mill. Technical report, 525. Department of Statistics,
University of Washington.

Raftery, A., Karny, M., & Ettler, P. (2010). Online prediction under model
uncertainty via dynamic model averaging: application to a cold rolling
mill. Technometrics, 52(1), 52-66.

Rahimpoor, A.,Yarmohamadi, M.,Chinipardaz, R. & Shadrokh, A.(2020).
Modeling golden and dollar data by robust simulation-based
estimation. Quarterly Journal of Quantitative Economics (JQE), 17(1),
35-60. https://jge.scu.ac.ir/article_14619.html?lang=en [In Persian].



https://jqe.scu.ac.ir/article_14619.html?lang=en

A\"" d},_mgbbﬁjlbblﬁ&»llg&lﬁ'bwdw'a)ssé)&gd&ww_&
:":“;V)’A‘f;’;:"

.o . & *a ‘*.

SR N2

Stock, J.H. & Watson, M.W. (1996). Evidence on Structural Instability in
Macroeconomic Time Series Relations. Journal of Business and
Economic Statistics, 14, 11-30.

Stock, J.H. & Watson, M.W. (1999). Forecasting Inflation. Journal of
Monetary Economics, 44, 293-335.

Stock, J.H. & Watson, M.W. (2003). Forecasting output and inflation: the role
of asset prices. Journal of Economic Literature, 41(3), 788-829.

Stock, J.H. & Watson, M.W. (2007). Why has US inflation become harder to
forecast? Journal of Money, Credit, and Banking 39(Suppl. 1), 3-33.

Stock, J.H. & Watson, MW. (2008). Phillips Curve Inflation Forecasts,
NBER Working Paper No. 14322.

Tinbergen, J. (1939). Business cycles in the United States of America: 1919-
1932. League of Nations.



