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Table 1: Transition probabilities estimated for the linear models.
Each cell reports the corner probabilities of the 4x4 contingency
table tracking the forecasting models’ initial and subsequent h-
period rankings. Transition probabilities Pij give the probability
of moving from quartile i (based on historical performance, e2

t,t−h)
to quartile j (based on future performance, e2

t+h,t). All estimates
are averaged across variables within a particular country.

Expanding Sorting Window

h=1 h=2 h=4 h=8

USA 0.30 0.31 0.29 0.30 0.29 0.29 0.29 0.30
0.23 0.23 0.24 0.25 0.26 0.26 0.26 0.26

UK 0.29 0.29 0.28 0.28 0.29 0.28 0.29 0.31
0.27 0.29 0.27 0.30 0.27 0.30 0.28 0.30

France 0.28 0.28 0.28 0.27 0.28 0.28 0.28 0.28
0.26 0.28 0.27 0.29 0.27 0.29 0.29 0.29

Germany 0.29 0.30 0.29 0.29 0.28 0.29 0.29 0.30
0.26 0.26 0.26 0.27 0.27 0.28 0.27 0.29

Japan 0.29 0.27 0.28 0.26 0.29 0.26 0.27 0.27
0.26 0.29 0.26 0.30 0.26 0.32 0.28 0.30

Canada 0.30 0.31 0.30 0.31 0.30 0.30 0.28 0.28
0.24 0.25 0.24 0.25 0.26 0.27 0.27 0.27

Italy 0.28 0.28 0.28 0.27 0.27 0.27 0.29 0.28
0.27 0.28 0.26 0.28 0.27 0.28 0.28 0.29

Rolling Sorting Window

h=1 h=2 h=4 h=8

USA 0.30 0.30 0.30 0.30 0.30 0.30 0.30 0.31
0.25 0.27 0.26 0.29 0.27 0.28 0.27 0.28

UK 0.29 0.29 0.30 0.29 0.30 0.30 0.30 0.31
0.28 0.31 0.28 0.32 0.28 0.31 0.28 0.31

France 0.30 0.28 0.30 0.28 0.31 0.29 0.31 0.31
0.28 0.31 0.27 0.31 0.27 0.31 0.28 0.30

Germany 0.31 0.30 0.30 0.31 0.30 0.32 0.31 0.32
0.27 0.29 0.27 0.29 0.28 0.29 0.28 0.29

Japan 0.30 0.27 0.29 0.27 0.30 0.27 0.30 0.30
0.27 0.31 0.27 0.32 0.26 0.33 0.29 0.31

Canada 0.31 0.31 0.31 0.32 0.31 0.31 0.31 0.32
0.26 0.27 0.26 0.28 0.26 0.29 0.27 0.28

Italy 0.29 0.28 0.30 0.29 0.30 0.29 0.31 0.30
0.28 0.31 0.27 0.32 0.28 0.31 0.28 0.31

Short Sorting Window

h=1 h=2 h=4 h=8

USA 0.30 0.30 0.31 0.31 0.31 0.30 0.30 0.30
0.30 0.33 0.29 0.33 0.29 0.32 0.28 0.30

UK 0.30 0.32 0.31 0.32 0.32 0.30 0.32 0.30
0.31 0.34 0.30 0.35 0.28 0.36 0.29 0.33

France 0.32 0.30 0.33 0.30 0.32 0.30 0.34 0.30
0.29 0.35 0.28 0.35 0.29 0.33 0.27 0.34

Germany 0.32 0.31 0.31 0.32 0.32 0.31 0.31 0.31
0.30 0.34 0.30 0.33 0.30 0.33 0.29 0.31

Japan 0.30 0.31 0.31 0.30 0.32 0.29 0.32 0.30
0.30 0.34 0.29 0.34 0.27 0.36 0.28 0.34

Canada 0.30 0.32 0.31 0.32 0.31 0.31 0.31 0.31
0.30 0.32 0.29 0.32 0.29 0.32 0.28 0.31

Italy 0.32 0.30 0.32 0.30 0.33 0.28 0.33 0.30
0.30 0.35 0.29 0.35 0.27 0.36 0.28 0.35



Table 2: Significance of transition probabilities estimated for the
linear models. Each cell reports the percentage of corner proba-
bilities in Table 1 that is greater than 0.25 at the 5% significance
level.

Expanding Sorting Window

h=1 h=2 h=4 h=8

USA 0.88 0.89 0.72 0.80 0.66 0.78 0.68 0.81
0.05 0.08 0.21 0.23 0.32 0.36 0.30 0.42

UK 0.68 0.66 0.54 0.61 0.56 0.65 0.65 0.69
0.46 0.52 0.39 0.66 0.44 0.67 0.53 0.67

France 0.57 0.57 0.60 0.45 0.47 0.49 0.36 0.45
0.32 0.49 0.36 0.49 0.47 0.60 0.55 0.64

Germany 0.62 0.66 0.62 0.66 0.53 0.67 0.52 0.70
0.30 0.40 0.36 0.40 0.57 0.63 0.58 0.64

Japan 0.65 0.47 0.50 0.39 0.55 0.35 0.48 0.53
0.31 0.60 0.34 0.69 0.33 0.78 0.52 0.64

Canada 0.75 0.82 0.67 0.82 0.65 0.67 0.46 0.52
0.18 0.18 0.14 0.18 0.31 0.45 0.43 0.44

Italy 0.43 0.61 0.53 0.53 0.43 0.43 0.49 0.53
0.41 0.47 0.41 0.57 0.43 0.51 0.49 0.62

Rolling Sorting Window

h=1 h=2 h=4 h=8

USA 0.95 0.92 0.93 0.89 0.93 0.93 0.77 0.90
0.23 0.68 0.36 0.76 0.53 0.70 0.45 0.62

UK 0.68 0.57 0.70 0.66 0.67 0.76 0.71 0.90
0.57 0.79 0.57 0.82 0.56 0.76 0.47 0.78

France 0.72 0.49 0.70 0.62 0.71 0.69 0.64 0.80
0.51 0.85 0.45 0.81 0.47 0.78 0.45 0.70

Germany 0.79 0.79 0.74 0.92 0.82 0.88 0.72 0.88
0.51 0.74 0.53 0.72 0.71 0.65 0.46 0.64

Japan 0.71 0.50 0.61 0.44 0.70 0.48 0.66 0.79
0.40 0.81 0.50 0.85 0.47 0.85 0.69 0.76

Canada 0.88 0.98 0.93 0.96 0.84 0.93 0.85 0.93
0.25 0.42 0.32 0.44 0.29 0.73 0.37 0.57

Italy 0.69 0.71 0.69 0.59 0.68 0.60 0.70 0.70
0.47 0.71 0.41 0.84 0.43 0.74 0.55 0.74

Short Sorting Window

h=1 h=2 h=4 h=8

USA 0.84 0.83 0.99 0.93 0.99 0.93 0.93 0.97
0.83 0.97 0.81 1.00 0.84 1.00 0.81 0.92

UK 0.88 0.93 0.84 0.91 0.87 0.69 0.84 0.73
0.93 0.98 0.80 0.96 0.59 1.00 0.61 0.96

France 0.91 0.85 0.96 0.74 0.82 0.80 0.93 0.82
0.66 1.00 0.64 1.00 0.60 0.96 0.45 0.93

Germany 0.98 0.94 0.92 0.94 0.98 0.94 0.92 0.98
0.89 1.00 0.85 0.96 0.84 0.98 0.70 0.90

Japan 0.73 0.84 0.87 0.69 0.90 0.62 0.91 0.81
0.82 1.00 0.68 0.98 0.55 1.00 0.62 0.97

Canada 0.88 0.91 0.96 1.00 0.95 0.89 0.96 0.96
0.88 0.96 0.89 1.00 0.80 0.96 0.65 0.96

Italy 0.92 0.78 0.92 0.88 0.89 0.68 0.89 0.77
0.78 1.00 0.71 1.00 0.40 1.00 0.57 1.00



Table 3: Transition probabilities estimated for the non linear mod-
els. Each cell reports the corner probabilities of the 4x4 contin-
gency table tracking the forecasting models’ initial and subsequent
h-period rankings. Transition probabilities Pij give the probability
of moving from quartile i (based on historical performance, e2

t,t−h)
to quartile j (based on future performance, e2

t+h,t). All estimates
are averaged across variables within a particular country.

Expanding Sorting Window

h=1 h=2 h=4 h=8

USA 0.25 0.20 0.26 0.19 0.26 0.22 0.26 0.23
0.25 0.34 0.25 0.33 0.26 0.31 0.25 0.30

UK 0.25 0.19 0.25 0.19 0.26 0.21 0.25 0.21
0.25 0.35 0.25 0.33 0.26 0.33 0.25 0.33

France 0.25 0.19 0.25 0.21 0.25 0.22 0.26 0.23
0.25 0.34 0.25 0.31 0.26 0.31 0.26 0.29

Germany 0.26 0.19 0.25 0.19 0.26 0.19 0.27 0.20
0.24 0.35 0.25 0.33 0.24 0.34 0.23 0.35

Japan 0.25 0.18 0.25 0.19 0.26 0.20 0.27 0.23
0.25 0.35 0.26 0.32 0.25 0.32 0.25 0.30

Canada 0.25 0.20 0.26 0.20 0.26 0.22 0.26 0.21
0.25 0.35 0.25 0.33 0.25 0.32 0.25 0.33

Italy 0.25 0.20 0.25 0.20 0.26 0.22 0.25 0.22
0.25 0.33 0.25 0.32 0.25 0.30 0.25 0.29

Rolling Sorting Window

h=1 h=2 h=4 h=8

USA 0.26 0.20 0.26 0.20 0.26 0.21 0.26 0.22
0.26 0.36 0.26 0.34 0.26 0.32 0.26 0.31

UK 0.26 0.19 0.26 0.20 0.27 0.20 0.27 0.20
0.25 0.36 0.25 0.34 0.25 0.34 0.25 0.33

France 0.26 0.20 0.26 0.21 0.26 0.22 0.27 0.23
0.25 0.35 0.25 0.33 0.26 0.32 0.26 0.30

Germany 0.26 0.19 0.26 0.20 0.27 0.20 0.28 0.20
0.24 0.35 0.25 0.33 0.24 0.34 0.23 0.34

Japan 0.27 0.18 0.26 0.19 0.27 0.20 0.28 0.22
0.25 0.36 0.25 0.34 0.25 0.33 0.25 0.31

Canada 0.25 0.20 0.26 0.21 0.26 0.22 0.26 0.22
0.25 0.35 0.26 0.33 0.25 0.33 0.25 0.33

Italy 0.26 0.20 0.26 0.20 0.27 0.21 0.27 0.22
0.26 0.34 0.26 0.33 0.24 0.32 0.25 0.31

Short Sorting Window

h=1 h=2 h=4 h=8

USA 0.27 0.25 0.27 0.24 0.27 0.25 0.27 0.25
0.26 0.34 0.26 0.33 0.27 0.31 0.25 0.30

UK 0.27 0.25 0.27 0.24 0.27 0.24 0.27 0.24
0.26 0.35 0.26 0.34 0.25 0.32 0.26 0.32

France 0.28 0.24 0.27 0.24 0.28 0.24 0.27 0.26
0.26 0.35 0.26 0.33 0.26 0.31 0.26 0.30

Germany 0.27 0.23 0.26 0.24 0.27 0.23 0.27 0.24
0.26 0.35 0.25 0.33 0.25 0.32 0.25 0.30

Japan 0.27 0.24 0.28 0.24 0.28 0.24 0.29 0.24
0.26 0.35 0.25 0.34 0.25 0.32 0.24 0.31

Canada 0.26 0.25 0.26 0.24 0.26 0.25 0.27 0.25
0.26 0.34 0.26 0.33 0.26 0.31 0.25 0.32

Italy 0.27 0.24 0.27 0.24 0.28 0.23 0.27 0.24
0.26 0.35 0.26 0.33 0.25 0.33 0.26 0.31



Table 4: Significance of transition probabilities estimated for the
non linear models. Each cell reports the percentage of corner prob-
abilities in Table 3 that is greater than 0.25 at the 5% significance
level.

Expanding Sorting Window

h=1 h=2 h=4 h=8

USA 0.35 0.13 0.36 0.08 0.48 0.22 0.36 0.29
0.43 0.88 0.40 0.88 0.40 0.75 0.36 0.66

UK 0.21 0.03 0.26 0.02 0.41 0.09 0.38 0.20
0.36 0.93 0.36 0.91 0.48 0.77 0.42 0.76

France 0.22 0.02 0.18 0.04 0.30 0.11 0.22 0.22
0.24 0.90 0.24 0.78 0.34 0.83 0.33 0.62

Germany 0.40 0.07 0.33 0.11 0.47 0.07 0.46 0.22
0.26 0.93 0.32 0.84 0.25 0.80 0.24 0.74

Japan 0.25 0.05 0.30 0.05 0.30 0.07 0.39 0.25
0.33 0.94 0.44 0.87 0.30 0.77 0.36 0.55

Canada 0.32 0.14 0.32 0.08 0.35 0.19 0.34 0.21
0.32 0.93 0.29 0.83 0.30 0.79 0.38 0.68

Italy 0.22 0.06 0.34 0.09 0.43 0.20 0.30 0.30
0.43 0.94 0.43 0.86 0.32 0.66 0.30 0.63

Rolling Sorting Window

h=1 h=2 h=4 h=8

USA 0.31 0.01 0.31 0.11 0.37 0.12 0.40 0.26
0.44 0.99 0.45 0.95 0.49 0.88 0.42 0.66

UK 0.36 0.02 0.34 0.00 0.46 0.05 0.48 0.12
0.41 0.98 0.36 0.91 0.36 0.88 0.40 0.74

France 0.31 0.00 0.31 0.06 0.28 0.04 0.38 0.22
0.29 1.00 0.31 0.88 0.34 0.83 0.47 0.64

Germany 0.37 0.00 0.32 0.07 0.44 0.07 0.57 0.11
0.30 0.96 0.32 0.86 0.27 0.84 0.28 0.81

Japan 0.40 0.02 0.37 0.06 0.41 0.07 0.45 0.21
0.25 0.97 0.35 0.89 0.36 0.82 0.41 0.73

Canada 0.25 0.07 0.34 0.07 0.26 0.07 0.46 0.14
0.32 0.95 0.39 0.95 0.35 0.86 0.39 0.68

Italy 0.41 0.04 0.50 0.02 0.50 0.14 0.53 0.20
0.41 0.98 0.36 0.98 0.34 0.86 0.28 0.85

Short Sorting Window

h=1 h=2 h=4 h=8

USA 0.41 0.28 0.45 0.23 0.48 0.32 0.42 0.26
0.41 0.92 0.37 0.95 0.44 0.86 0.36 0.67

UK 0.36 0.26 0.48 0.21 0.48 0.20 0.46 0.32
0.45 0.95 0.28 0.93 0.27 0.84 0.38 0.80

France 0.55 0.10 0.43 0.16 0.47 0.23 0.40 0.36
0.35 0.96 0.35 0.90 0.30 0.79 0.33 0.67

Germany 0.47 0.12 0.42 0.23 0.40 0.20 0.43 0.26
0.30 0.95 0.30 0.93 0.35 0.95 0.22 0.74

Japan 0.32 0.27 0.37 0.29 0.44 0.20 0.59 0.16
0.40 0.95 0.30 0.90 0.25 0.89 0.21 0.75

Canada 0.34 0.20 0.39 0.20 0.42 0.25 0.46 0.23
0.34 0.93 0.34 0.95 0.40 0.75 0.21 0.79

Italy 0.41 0.22 0.45 0.16 0.52 0.20 0.35 0.30
0.41 0.98 0.41 0.98 0.27 0.91 0.38 0.78



Table 5: Out-of-sample forecasting performance of combination schemes ap-
plied to linear models. Each panel reports the distribution of out-of-sample
MSFE - relative to that of the previous best model using an expanding win-
dow - averaged across variables, countries and forecast horizons (1,095 fore-
casts) for different combination strategies. Standard combination strategies
include PB, the previous best model, the average across the models in the
top quartile Q(PB), and across all models Q(EW ). Quartile and cluster-
sorted conditional combination strategies are referred to as Q(W,Z), and
C(K,W,Z) respectively, where W ∈ {EW,OW,PB, SW} (equal weighted,
optimally weighted, previous best, and shrinkage weighted), Z ∈ {L,M,H}
is the degree of shrinkage (low, medium, high), and K is the number of clus-
ters.

Min 10% 25% Median 75% 90% Max Mean

Expanding Sorting Window
PB 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
Q(PB) 0.223 0.762 0.866 0.939 0.991 1.036 2.360 0.923
Q(EW ) 0.204 0.755 0.860 0.940 0.996 1.060 2.694 0.928
Q(OW ) 0.152 0.705 0.820 0.919 0.994 1.073 3.518 0.912
Q(SW, L) 0.251 0.701 0.821 0.917 0.985 1.056 2.820 0.904
Q(SW, M) 0.304 0.705 0.828 0.916 0.981 1.047 2.695 0.900
Q(SW, H) 0.328 0.709 0.834 0.916 0.979 1.040 2.688 0.901
C(3, PB) 0.145 0.762 0.870 0.944 0.993 1.038 1.951 0.924
C(3, EW ) 0.204 0.755 0.860 0.940 0.996 1.060 2.694 0.928
C(3, OW ) 0.271 0.808 0.934 1.045 1.240 1.552 13.748 1.187
C(3, SW, L) 0.292 0.780 0.897 1.000 1.120 1.313 9.226 1.058
C(3, SW, M) 0.203 0.765 0.872 0.969 1.051 1.171 5.966 0.980
C(3, SW, H) 0.211 0.760 0.866 0.953 1.019 1.097 3.818 0.945
C(2, PB) 0.173 0.756 0.862 0.941 0.994 1.046 2.490 0.925
C(2, OW ) 0.198 0.741 0.864 0.976 1.110 1.389 8.287 1.057
C(2, SW, L) 0.237 0.734 0.855 0.958 1.070 1.264 6.009 1.006
C(2, SW, M) 0.270 0.731 0.851 0.947 1.037 1.182 4.228 0.968
C(2, SW, H) 0.213 0.737 0.847 0.938 1.020 1.129 2.943 0.943

Rolling Sorting Window
PB 0.510 0.874 0.948 1.005 1.060 1.133 1.967 1.010
Q(PB) 0.163 0.754 0.863 0.940 0.995 1.049 2.408 0.924
Q(EW ) 0.204 0.755 0.860 0.940 0.996 1.060 2.694 0.928
Q(OW ) 0.152 0.697 0.822 0.919 0.992 1.079 3.541 0.911
Q(SW, L) 0.253 0.694 0.822 0.916 0.986 1.055 2.824 0.903
Q(SW, M) 0.304 0.697 0.827 0.914 0.983 1.047 2.776 0.900
Q(SW, H) 0.328 0.704 0.829 0.915 0.981 1.042 2.760 0.900
C(3, PB) 0.172 0.757 0.864 0.942 0.995 1.048 1.922 0.926
C(3, EW ) 0.204 0.755 0.860 0.940 0.996 1.060 2.694 0.928
C(3, OW ) 0.222 0.845 0.971 1.114 1.331 1.662 16.616 1.263
C(3, SW, L) 0.235 0.802 0.924 1.035 1.186 1.389 11.452 1.113
C(3, SW, M) 0.272 0.778 0.892 0.992 1.093 1.229 7.642 1.017
C(3, SW, H) 0.304 0.763 0.877 0.969 1.044 1.149 5.023 0.970
C(2, PB) 0.178 0.752 0.860 0.939 0.995 1.044 2.259 0.923
C(2, OW ) 0.245 0.763 0.895 1.019 1.189 1.464 10.246 1.131
C(2, SW, L) 0.251 0.747 0.882 0.994 1.135 1.332 8.357 1.064
C(2, SW, M) 0.283 0.742 0.872 0.977 1.091 1.238 6.710 1.013
C(2, SW, H) 0.295 0.740 0.863 0.963 1.058 1.171 5.303 0.977

Short Sorting Window
PB 0.291 0.825 0.924 1.016 1.098 1.207 3.034 1.023
Q(PB) 0.160 0.755 0.865 0.942 0.999 1.062 2.585 0.929
Q(EW ) 0.204 0.755 0.860 0.940 0.996 1.060 2.694 0.928
Q(OW ) 0.269 0.695 0.821 0.921 1.004 1.098 3.756 0.920
Q(SW, L) 0.280 0.697 0.819 0.920 0.997 1.078 3.014 0.910
Q(SW, M) 0.296 0.701 0.820 0.917 0.990 1.063 2.575 0.905
Q(SW, H) 0.281 0.708 0.827 0.917 0.985 1.054 2.590 0.904
C(3, PB) 0.175 0.749 0.855 0.938 0.998 1.063 2.449 0.924
C(3, EW ) 0.204 0.755 0.860 0.940 0.996 1.060 2.694 0.928
C(3, OW ) 0.313 0.868 1.005 1.172 1.464 2.022 15.199 1.404
C(3, SW, L) 0.330 0.819 0.948 1.068 1.253 1.570 9.402 1.190
C(3, SW, M) 0.275 0.783 0.902 1.008 1.127 1.317 5.183 1.055
C(3, SW, H) 0.282 0.768 0.882 0.977 1.064 1.194 3.074 0.989
C(2, PB) 0.189 0.749 0.856 0.934 0.992 1.058 2.625 0.923
C(2, OW ) 0.254 0.797 0.921 1.055 1.262 1.671 9.782 1.223
C(2, SW, L) 0.258 0.783 0.900 1.021 1.180 1.479 7.376 1.127
C(2, SW, M) 0.275 0.766 0.881 0.989 1.116 1.336 5.425 1.053
C(2, SW, H) 0.321 0.755 0.865 0.968 1.079 1.233 3.929 1.002



Table 6: Out-of-sample forecasting performance of combination schemes applied
to non linear models. Each panel reports the distribution of out-of-sample
MSFE - relative to that of the previous best model using an expanding window
- averaged across variables, countries and forecast horizons (1,095 forecasts)
for different combination strategies. Standard combination strategies include
PB, the previous best model, the average across the models in the top quartile
Q(PB), and across all models Q(EW ). Quartile and cluster-sorted conditional
combination strategies are referred to as Q(W,Z), and C(K, W,Z) respectively,
where W ∈ {EW,OW,PB, SW} (equal weighted, optimally weighted, previous
best, and shrinkage weighted), Z ∈ {L,M,H} is the degree of shrinkage (low,
medium, high), and K is the number of clusters.

Min 10% 25% Median 75% 90% Max Mean

Expanding Sorting Window

PB 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
Q(PB) 0.369 0.748 0.833 0.907 0.970 1.018 1.630 0.896
Q(EW ) 0.355 0.708 0.814 0.906 0.988 1.065 1.651 0.900
Q(OW ) 0.089 0.641 0.746 0.858 0.968 1.062 2.925 0.862
Q(SW, L) 0.153 0.647 0.747 0.855 0.960 1.036 2.259 0.853
Q(SW, M) 0.207 0.652 0.747 0.854 0.951 1.024 1.727 0.849
Q(SW, H) 0.232 0.661 0.755 0.857 0.949 1.016 1.555 0.850
C(2, PB) 0.356 0.709 0.813 0.893 0.963 1.018 1.339 0.881
C(2, OW ) 0.154 0.679 0.807 0.938 1.101 1.438 7.130 1.026
C(2, SW, L) 0.164 0.671 0.798 0.928 1.069 1.339 5.659 0.990
C(2, SW, M) 0.167 0.672 0.798 0.916 1.041 1.257 4.423 0.962
C(2, SW, H) 0.183 0.676 0.797 0.913 1.026 1.194 3.789 0.944

Rolling Sorting Window

PB 0.520 0.870 0.948 1.017 1.097 1.187 3.710 1.034
Q(PB) 0.381 0.749 0.830 0.912 0.982 1.041 1.825 0.904
Q(EW ) 0.355 0.708 0.814 0.906 0.988 1.065 1.651 0.900
Q(OW ) 0.089 0.639 0.752 0.869 0.977 1.073 2.894 0.867
Q(SW, L) 0.135 0.643 0.750 0.865 0.963 1.049 2.246 0.858
Q(SW, M) 0.143 0.649 0.752 0.860 0.957 1.033 1.808 0.853
Q(SW, H) 0.181 0.660 0.757 0.864 0.954 1.023 1.633 0.853
C(2, PB) 0.357 0.714 0.810 0.897 0.970 1.029 1.467 0.885
C(2, OW ) 0.176 0.687 0.813 0.944 1.117 1.448 5.869 1.041
C(2, SW, L) 0.158 0.679 0.807 0.932 1.076 1.359 4.906 1.001
C(2, SW, M) 0.157 0.682 0.803 0.919 1.053 1.285 4.320 0.970
C(2, SW, H) 0.170 0.685 0.802 0.914 1.034 1.218 3.787 0.949

Short Sorting Window

PB 0.392 0.850 0.960 1.091 1.242 1.461 3.869 1.130
Q(PB) 0.385 0.751 0.844 0.943 1.047 1.179 2.221 0.958
Q(EW ) 0.355 0.708 0.814 0.906 0.988 1.065 1.651 0.900
Q(OW ) 0.088 0.642 0.758 0.880 0.996 1.118 2.682 0.886
Q(SW, L) 0.144 0.648 0.759 0.874 0.983 1.086 2.245 0.876
Q(SW, M) 0.166 0.649 0.762 0.874 0.976 1.070 1.880 0.871
Q(SW, H) 0.227 0.659 0.768 0.878 0.970 1.055 1.621 0.871
C(2, PB) 0.371 0.722 0.819 0.915 0.991 1.073 1.765 0.907
C(2, OW ) 0.158 0.684 0.813 0.939 1.093 1.373 4.455 1.003
C(2, SW, L) 0.150 0.682 0.803 0.926 1.059 1.282 3.947 0.968
C(2, SW, M) 0.157 0.678 0.799 0.916 1.037 1.213 3.483 0.944
C(2, SW, H) 0.180 0.677 0.801 0.911 1.022 1.170 3.060 0.930
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Fig. 1. Scatter plot of the average in-sample versus out-of-sample MSFE values generated by 
 linear forecasting models estimated for output growth.
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Fig. 2. Scatter plot of the average in-sample versus out-of-sample MSFE values generated by 
 non-linear forecasting models estimated for output growth.


