

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
		

		
            

		
		
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Evolution of Forecast Disagreement in a Bayesian Learning Model

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			49 Pages
		
		

		Posted: 1 Aug 2007
		
		
		
	

	
		
			
			




	See all articles by Kajal LahiriKajal Lahiri
State University of New York (SUNY) at Albany
Xuguang Simon Sheng
American University - Department of Economics


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: July 2007

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We estimate a Bayesian learning model with heterogeneity aimed at explaining expert forecast disagreement and its evolution over horizons. Disagreement is postulated to have three components due to differences in: i) the initial prior beliefs, ii) the weights attached on priors, and iii) interpreting public information. The fixed-target, multi-horizon, cross-country feature of the panel data allows us to estimate the relative importance of each component precisely. The first component explains nearly all to 30% of forecast disagreement as the horizon decreases from 24 months to 1 month. This finding firmly establishes the role of initial prior beliefs in generating expectation stickiness. We find the second component to have barely any effect on the evolution of forecast disagreement among experts. The importance of the third component increases from almost nothing to 70% as the horizon gets shorter via its interaction with the quality of the incoming news. We propose a new test of forecast efficiency in the context of Bayesian information processing and find significant heterogeneity in the nature of inefficiency across horizons and countries. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Forecast Disagreement, Forecast Horizon, Forecast Efficiency, Consensus Forecast, Differential Interpretation, Public Information, Bayesian Learning, Panel Data

	
	

	
    

    
	

	
	
		JEL Classification: C11, E17

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Lahiri,  Kajal and Sheng,  Xuguang Simon, Evolution of Forecast Disagreement in a Bayesian Learning Model (July 2007).  Available at SSRN: https://ssrn.com/abstract=1004294 or http://dx.doi.org/10.2139/ssrn.1004294 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Kajal Lahiri (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				State University of New York (SUNY) at Albany  ( email )

			

			
			
				
				
				
					Department of Economics
1400 Washington Avenue
Albany, NY  12222
United States
518-442 4758 (Phone)
518-442 4736 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.albany.edu/~klahiri
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Xuguang Simon Sheng

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				American University - Department of Economics  ( email )

			

			
			
				
				
				
					4400 Massachusetts Avenue, N.W.
Washington, DC  20016-8029
United States

				

				
			

			
				
				
					HOME PAGE: http://https://www.american.edu/cas/faculty/sheng.cfm
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      197

			

		
		
		
			Abstract Views

			    1,115

		

		
		 
		
			Rank

			  279,994

		

		
	


	
		
            
            	        6 Citations
		

	

	
		
			
				       55 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Econometrics: Econometric & Statistical Methods - General eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometrics: Econometric & Statistical Methods - General eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,556

                                    

                                    
                                        PAPERS

                                           12,022

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Inflation Dynamics: A Structural Econometric Analysis

                        
                            By
                                
                                
                                    
                                    Jordi GalÃ
                                     and 
                                
                                    
                                    Mark Gertler
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Some Evidence on the Importance of Sticky Prices

                        
                            By
                                
                                
                                    
                                    Mark Bils
                                     and 
                                
                                    
                                    Peter J. Klenow
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Inflation Persistence

                        
                            By
                                
                                
                                    
                                    Jeffrey C. Fuhrer
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Sticky Information Versus Sticky Prices: A Proposal to Replace the New Keynesian Phillips Curve

                            
                                By
                                    
                                    
                                        
                                        N. Gregory Mankiw
                                         and 
                                    
                                        
                                        Ricardo Reis
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Sticky Information Versus Sticky Prices: A Proposal to Replace the New Keynesian Phillips Curve

                            
                                By
                                    
                                    
                                        
                                        N. Gregory Mankiw
                                         and 
                                    
                                        
                                        Ricardo Reis
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Sticky Price Models of the Business Cycle: Can the Contract Multiplier Solve the Persistence Problem?

                            
                                By
                                    
                                    
                                        
                                        Varadarajan V. Chari, 
                                        
                                    
                                        
                                        Patrick J. Kehoe, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Real Rigidities and the Non-Neutrality of Money

                            
                                By
                                    
                                    
                                        
                                        Laurence Ball
                                         and 
                                    
                                        
                                        David H. Romer
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            European Inflation Dynamics

                            
                                By
                                    
                                    
                                        
                                        Jordi GalÃ, 
                                        
                                    
                                        
                                        Mark Gertler, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Control of the Public Debt: A Requirement for Price Stability?

                            
                                By
                                    
                                    
                                        
                                        Michael Woodford
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Quantitative Analytics of the Basic Neomonetarist Model

                            
                                By
                                    
                                    
                                        
                                        Miles S. Kimball
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.109 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
