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Abstract: | Those of us in the field of forecasting are facing a serious dilemma. On the

one hand we know that all forms of forecasting must be based on historical
data, on the other hand we are well aware of a plethora of empirical
findings that show, beyond the slightest doubt, that minimizing the
forecasting errors during model Sitting is not necessarily the best criterion
to improve post-sample forecasting accuracy. Moreover, the same empirical
evidence indicates that simpler models often perform as well or better than
the more complicated and statistically sophisticated ones. Finally. to add
insult to injury, empirical evidence has also demonstrated that combining
several methods (some of them clearly suboptimal) through a simple
arithmetic average produces on average more accurate forecasts.
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