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Abstract: | Can recessions, or serious turning points in general, be predicted? Or do
forecasters tend to assume that the future will continue as an extension of
the near past. Theoretical evidence and practical observations tend to
support the hypothesis that forecasters are unduly influenced by current
events and feel that booms or contractions in the economy will continue for
much longer than they actually do. In the opinion of the authors this is a
serious shortcoming of a good majority of those involved with forecasting
who do not seem to be learning from experience. The basic question which
the authors consider in this article is whether it is possible to avoid either of
the two extremes. If this is possible, they argue that this will allow
economic signs to be correctly interpreted, which ‘quite often can give clear
indications of forthcoming changes in the level of economic activity’.
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