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Comparing Probability Forecasts in Markov Regime
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Abstract
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1 Introduction
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3 Comparing Forecast Accuracy:
The Diebold-Mariano (1995) Statistic
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X&S'-(@Rejection frequencies from the Diebold-Mariano (1995) statistic
on MRS models: Two Sided Test
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5 Do Leading Indicators Help Fit the Business Cycle?
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6 Conclusions
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CTP Forecast

CTP Smoothed
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TVTP XLI Smoothed TVTP XLI Forecast

Probatility of Staying in State

_,R#%-(9 Forecast and smoothed probabilities of recessions
from MRS model with time-varying transition probabilities (TVTP)
using Stock and Watson’s experimental leading indicator (XLI)
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CTP Forecast Error

TVTP XLI Forecast Error

_,R#%-(a Forecast error (difference between the recession dummy
and the forecast probability of a recession next period)
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_,R#%-([ Plot of QPS improvement from TVTP when models estimated

for artificially generated series for XLI
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