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G. Elliott : Handbook of Economic Forecasting: 1 before purchasing it in order to gage whether or not it would be
worth my time, and al praised Handbook of Economic Forecasting: 1:

7 of 7 people found the following review helpful. Good referenceBy Dr. Lee D. CarlsonThe compilation of articlesin
this book gives awide overview of the many techniques that are used in economic forecasting and each article
compares the virtues of its approach with others that are used. Some readers, especially those who are just beginning
their careersin econometrics and financial modeling may believe that economic models form a hierarchy, with the best
ones being on top while the marginal ones are at the bottom. In addition, some may believe that more modern
approaches are better than the ones taken several decades ago or conversely that no improvements have been made in
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economic modeling since it was established as a profession. As an example, recently aformer chairman of the Federal
Reserve stated that the economic forecasting tools of today are no better than ones in existence fifty years ago. He
offered no evidence for this claim, no doubt because of the gargantuan amount of effort it would take to establish it.
Indeed, to compare econometric models requires agreement on what constitutes a "valid" or "good" model, and once
thisis settled one frequently requires another model to do the comparisons. In addition, models are built for particular
situations, domains, and contexts, and it is very common for amaodel to work much better than another in one context
but fail miserably when compared to the other in another context. Ordinary linear regression for example can be better
than more "sophisticated" approaches like neural networks in some areas of application. A more complex model is
therefore not necessarily better than one that isrelatively simple. So economic models do not form a hierarchy under
any nontrivial classification of merit, nor can it be said that no progress has been made in economic modeling over the
past fifty years. The approaches to economic modeling as outlined in this book definitely support the idea that thereis
no free lunch when it comes to forecasting. It is the context that governs the efficacy of one model over another, and it
might be said with fairness that the ability to select the proper model for this context comes with experience. This
experience is definitely reflected in the authors that have composed the articles in this book. Readers will probably not
read every article in the book, but will instead select those that interest them or those that show the most practical
promise.For this reviewer, some of the highlights of this work include:* The discussion of the two principles behind
Bayesian forecasting: the principle of explicit formulation and the principle of relevant conditioning. The later
principle is aways violated by non-Bayesian forecasting techniques* A view of economic models of being "means",
not "ends". This distinction is one to be kept in mind especialy at the present time where financial modeling and
economic forecasting is being blamed for much, if not all, of the turmoail in the financial markets.* The discussion of
the importance and need for discarding irrelevant information when doing simulations of joint distributions. As
discussed in the book the justification for this omission can be given a sound, quantitative foundation.* The
importance of doing simulations rather than finding analytical solutionsin economic modeling.* More in-depth
discussion on how to choose the prior distribution in Bayesian economic forecasting, thus removing some of the
objections of this selection aways being "purely subjective."* The discussion on “hyperparameters and their
connection to latent variables and “hierarchical prior distributions.' These notions have recently been applied to
forecasting of housing prices. The book mentions many other applications.* The discussion on the "Bayes factor' and
its use in assessing the evidence in favor of one economic model versus another. Recently the notion of a Bayes factor
has been generalized in the field of artificial intelligence, wherein it is used to measure to what degree one machineis
more "intelligent” (i.e. can better solve problems) than another.* The discussion on the role of “posterior predictive
distributions in the construction of new economic models.* The discussion on state space models, particularly the
Kaman filter and its Bayesian interpretation. More discussion on the evaluation of the likelihood function would be
appropriate here, especially computational issues surrounding the inversion of the innovation matrix.Some of the
downsides to the book include:* There are relatively few explicit numerical examplesillustrating the efficacies of the
different models.* Some of most important discussions are delegated to the references, although the referencelist is
quite extensive.* The more "exotic" approaches to modeling, most of these coming from the field of artificial
intelligence, are omitted or are only discussed briefly. Omitted topics include support vector machines, hidden Markov
models, and inductive logic programming.* No in-depth discussion of the tractability/computational complexity of the
econometric models included. Issues of tractability are very important to those who are to implement these modelsin
practice.5 of 6 people found the following review helpful. Excellent source of reference for econometric forecastingBy
Jarmo MikkolaThisis the most comprehensive and authoritative source of reference for the econometric forecasting,
I've seen. The editors and the writers are from the top of the discipline. Many texts are fairly mathematical, so the solid
understanding of the basics of the statistics and the time series econometricsis required.

Research on forecasting methods has made important progress over recent years and these devel opments are brought
together in the Handbook of Economic Forecasting. The handbook covers developments in how forecasts are
constructed based on multivariate time-series model s, dynamic factor models, nonlinear models and combination
methods. The handbook also includes chapters on forecast eval uation, including evaluation of point forecasts and
probability forecasts and contains chapters on survey forecasts and volatility forecasts. Areas of applications of
forecasts covered in the handbook include economics, finance and marketing.* Addresses economic forecasting
methodol ogy, forecasting models, forecasting with different data structures, and the applications of forecasting
methods * Insights within this volume can be applied to economics, finance and marketing disciplines



