economic forecasting

economic forecasting is a critical discipline within economics that involves predicting future economic
conditions based on the analysis of historical data, current trends, and various economic indicators.
This practice plays a vital role for policymakers, investors, businesses, and financial institutions in
making informed decisions. With the dynamic nature of global markets and economic variables,
economic forecasting requires sophisticated models and methodologies to estimate outcomes such as
GDP growth, inflation rates, unemployment levels, and exchange rates. This article explores the
fundamental concepts of economic forecasting, examines the common techniques and tools used,
discusses the challenges faced by forecasters, and highlights its practical applications across different
sectors. Understanding economic forecasting also involves recognizing the impact of both qualitative

and quantitative data and how economic theories contribute to the development of effective forecasts.
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Understanding Economic Forecasting

Economic forecasting refers to the process of making predictions about future economic conditions

based on the systematic evaluation of various economic data and trends. It encompasses a broad



range of activities aimed at anticipating changes in economic variables that affect markets, industries,
and whole economies. This forecasting is essential for governments, central banks, and private sector
entities to plan policies, allocate resources efficiently, and minimize risks associated with uncertainty.
Economic forecasts can be short-term, medium-term, or long-term, each serving different strategic
purposes. The accuracy and reliability of these forecasts depend on the quality of data and the

appropriateness of the models used.

Key Economic Indicators Used in Forecasting

Economic forecasters rely heavily on a set of core economic indicators to predict future trends. These
indicators provide measurable data points that reflect the current state of an economy and help infer

future movements.

e Gross Domestic Product (GDP): Measures the total economic output and is a primary indicator of

economic health.

¢ Unemployment Rate: Indicates labor market conditions and economic stability.

« Inflation Rate: Reflects the rate at which prices for goods and services rise, influencing

purchasing power.

e Consumer Confidence Index: Gauges consumer sentiment and spending behavior.

 Interest Rates: Central bank rates affect borrowing costs and investment decisions.

e Exchange Rates: Impact trade competitiveness and capital flows.



The Role of Economic Theory

Economic forecasting integrates theories such as Keynesian economics, monetarism, and supply-side
economics to interpret data and anticipate economic behavior. These theoretical frameworks guide the
selection of variables and the construction of predictive models. For example, Keynesian models
emphasize aggregate demand, while monetarist approaches focus on money supply dynamics.
Understanding these theories helps forecasters build models that reflect real-world economic

relationships and improve the explanatory power of their predictions.

Techniques and Models in Economic Forecasting

Economic forecasting employs a variety of quantitative and qualitative techniques designed to analyze
data, identify patterns, and generate projections. The choice of technique depends on the forecasting

horizon, data availability, and the specific economic variable being predicted.

Quantitative Methods

Quantitative forecasting relies on statistical, mathematical, and econometric models to process

numerical data and produce forecasts.

Time Series Analysis: Uses historical data points to model and predict future values based on

trends, seasonality, and cycles.

Econometric Modeling: Involves regression analysis to estimate relationships between economic

variables and forecast outcomes.

Input-Output Models: Analyze the interdependencies between sectors in an economy to assess

the impact of changes in one sector on others.

Vector Autoregression (VAR): Captures the linear interdependencies among multiple time series



variables for multivariate forecasting.

¢ Machine Learning Techniques: Advanced algorithms such as neural networks and random forests

that identify complex nonlinear patterns in large datasets.

Qualitative Methods

Qualitative forecasting incorporates expert judgment, survey data, and scenario analysis to

complement quantitative models, especially when dealing with uncertain or incomplete data.

¢ Delphi Method: A structured communication technique where experts provide forecasts

anonymously and iteratively to reach consensus.

e Scenario Planning: Develops multiple hypothetical future states based on varying assumptions to

explore potential economic outcomes.

o Market Research and Surveys: Collects opinions from consumers, businesses, and analysts to

gauge expectations and trends.

Challenges in Economic Forecasting

Despite advances in modeling and data collection, economic forecasting remains inherently
challenging due to the complexity and volatility of economic systems. Several factors contribute to

forecast uncertainty and errors.



Data Limitations and Quality

Reliable forecasts require accurate, timely, and comprehensive data, which is often difficult to obtain.
Economic data can be subject to revisions, reporting delays, and measurement errors, all of which
reduce the precision of forecasts. Additionally, some economic variables are difficult to quantify,

making the forecasting process more complex.

Model Uncertainty and Assumptions

All forecasting models rely on assumptions about relationships between variables and economic
behavior. If these assumptions do not hold true due to structural changes or unexpected events,
forecasts can become inaccurate. Models may also oversimplify complex dynamics or fail to capture

emerging trends.

External Shocks and Unpredictability

Unforeseen events such as geopolitical crises, natural disasters, pandemics, or sudden policy shifts
can disrupt economic activity and invalidate forecasts. These shocks introduce a level of

unpredictability that is difficult to incorporate into traditional forecasting models.

Applications of Economic Forecasting

Economic forecasting serves a wide range of applications that impact decision-making processes
across public and private sectors. Its insights are critical in shaping policy, investment strategies, and

business operations.

Government and Policy Making

Governments use economic forecasts to formulate fiscal policies, design social programs, and manage



economic growth. Accurate predictions of inflation, employment, and growth enable policymakers to

adjust tax rates, spending, and regulatory frameworks effectively.

Business Planning and Strategy

Companies rely on economic forecasts to anticipate market conditions, plan production, manage
inventory, and allocate capital. Forecasts help businesses navigate economic cycles, optimize supply

chains, and respond to consumer demand changes.

Financial Markets and Investment

Investors and financial institutions use economic forecasting to assess risk, value assets, and identify
opportunities. Interest rate predictions, currency forecasts, and economic growth estimates influence

portfolio management, trading strategies, and credit decisions.

Labor Market and Employment

Forecasting helps predict employment trends and labor market conditions, assisting workforce planning
for both public agencies and private employers. It supports education and training programs by

anticipating demand for specific skills.

Future Trends in Economic Forecasting

The field of economic forecasting continues to evolve with advances in technology, data availability,

and analytical methods. Emerging trends are shaping the future landscape of economic prediction.



Big Data and Artificial Intelligence

The integration of big data analytics and artificial intelligence (Al) is revolutionizing economic
forecasting by enabling the processing of vast amounts of structured and unstructured data. Al-driven

models improve accuracy by capturing complex patterns and adapting to new information rapidly.

Real-Time Data and Nowcasting

Innovations in data collection and processing allow forecasters to produce real-time or near-real-time
economic estimates, known as nowcasting. This approach enhances responsiveness to sudden

economic changes and improves short-term forecast reliability.

Globalization and Interconnected Economies

As economies become more interconnected, forecasting models increasingly incorporate international
data and cross-border influences. This global perspective helps address spillover effects and

synchronized economic cycles.

Increased Emphasis on Uncertainty Quantification

Future forecasting methodologies place greater focus on quantifying uncertainty and providing
probabilistic forecasts. This approach aids decision-makers in understanding risks and potential

variability in economic outcomes.

Frequently Asked Questions



What is economic forecasting?

Economic forecasting is the process of making predictions about future economic conditions based on

the analysis of historical data, current trends, and economic indicators.

Why is economic forecasting important?

Economic forecasting is important because it helps governments, businesses, and investors make
informed decisions by anticipating future economic conditions such as growth, inflation, and

unemployment.

What are the main methods used in economic forecasting?

The main methods include qualitative approaches like expert opinion and surveys, and quantitative

approaches such as time series analysis, econometric models, and machine learning techniques.

How accurate are economic forecasts?

The accuracy of economic forecasts varies depending on the methods used, data quality, and
unforeseen events; while short-term forecasts tend to be more reliable, long-term forecasts are often

subject to higher uncertainty.

What role do leading economic indicators play in forecasting?

Leading economic indicators, such as stock market performance, consumer confidence, and new
orders, provide early signals about the future state of the economy and are crucial inputs for economic

forecasting models.

How has technology impacted economic forecasting?

Technology has significantly improved economic forecasting by enabling the use of big data analytics,

artificial intelligence, and machine learning, leading to more sophisticated and timely predictions.



What are the challenges faced in economic forecasting?

Challenges include data limitations, model uncertainty, rapidly changing economic conditions,

geopolitical risks, and the difficulty of predicting rare or unprecedented events.

Can economic forecasting predict recessions accurately?

While economic forecasting can provide warning signs of potential recessions by analyzing indicators

and trends, accurately predicting the timing and severity of recessions remains challenging.

How do central banks use economic forecasting?

Central banks use economic forecasting to guide monetary policy decisions, such as setting interest

rates and controlling inflation, to promote stable economic growth and employment.

Additional Resources

1. Economic Forecasting: Principles and Practice

This book provides a comprehensive introduction to economic forecasting techniques and their
practical applications. It covers both time series models and regression analysis, making it accessible
for beginners and useful for experienced forecasters. The authors emphasize the importance of

understanding the underlying economic theory to improve forecasting accuracy.

2. Forecasting Economic Time Series

Focused on time series analysis, this book delves into methods such as ARIMA, exponential
smoothing, and state space models. It combines theoretical foundations with practical examples,
helping readers apply these techniques to real economic data. The book is ideal for those interested in

statistical modeling and quantitative forecasting.

3. Applied Economic Forecasting Using Time Series Methods
This text offers a hands-on approach to economic forecasting, using time series data from various

economic indicators. It guides readers through model selection, estimation, and evaluation with clear



explanations and case studies. The book is particularly useful for practitioners seeking to enhance their

forecasting skills.

4. The Economics of Forecasting

A collection of essays by leading economists, this volume explores the theory and practice of
forecasting in economics. It addresses challenges such as uncertainty, model selection, and the role of
judgment in predictions. The book provides insights into how forecasts influence economic policy and

business decisions.

5. Macroeconomic Forecasting in the Era of Big Data

This book examines how big data and machine learning techniques are transforming macroeconomic
forecasting. It discusses new sources of data, such as satellite imagery and social media trends, and
how they can improve prediction accuracy. The authors also cover challenges related to data quality

and integration.

6. Forecasting: Methods and Applications

A classic text in the field, this book covers a wide range of forecasting methods, from simple moving
averages to advanced econometric models. It emphasizes the importance of selecting appropriate
methods based on the forecasting context. The book includes numerous real-world examples and

exercises for practice.

7. Quantitative Economic Forecasting: Theory and Practice

This book bridges the gap between theoretical modeling and practical forecasting applications in
economics. It presents various quantitative methods, including vector autoregressions and dynamic
stochastic general equilibrium models. The text is suited for graduate students and professionals

aiming to deepen their understanding of economic dynamics.

8. Business Cycles and Economic Forecasting
Exploring the relationship between business cycles and economic forecasts, this book highlights
techniques to predict turning points in the economy. It discusses indicators, leading indexes, and

structural models that capture cyclical behavior. The book is valuable for economists and analysts



focusing on economic fluctuations.

9. Forecasting Financial and Economic Time Series

This book focuses on forecasting techniques tailored to financial and economic data, emphasizing
volatility modeling and risk assessment. It covers GARCH models, regime-switching models, and other
advanced tools used in finance. The authors provide practical guidance for implementing these

methods in forecasting exercises.
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economic forecasting: Economic Forecasting Graham Elliott, Allan Timmermann, 2016-04-05
A comprehensive and integrated approach to economic forecasting problems Economic forecasting
involves choosing simple yet robust models to best approximate highly complex and evolving
data-generating processes. This poses unique challenges for researchers in a host of practical
forecasting situations, from forecasting budget deficits and assessing financial risk to predicting
inflation and stock market returns. Economic Forecasting presents a comprehensive, unified
approach to assessing the costs and benefits of different methods currently available to forecasters.
This text approaches forecasting problems from the perspective of decision theory and estimation,
and demonstrates the profound implications of this approach for how we understand variable
selection, estimation, and combination methods for forecasting models, and how we evaluate the
resulting forecasts. Both Bayesian and non-Bayesian methods are covered in depth, as are a range of
cutting-edge techniques for producing point, interval, and density forecasts. The book features
detailed presentations and empirical examples of a range of forecasting methods and shows how to
generate forecasts in the presence of large-dimensional sets of predictor variables. The authors pay
special attention to how estimation error, model uncertainty, and model instability affect forecasting
performance. Presents a comprehensive and integrated approach to assessing the strengths and
weaknesses of different forecasting methods Approaches forecasting from a decision theoretic and
estimation perspective Covers Bayesian modeling, including methods for generating density
forecasts Discusses model selection methods as well as forecast combinations Covers a large range
of nonlinear prediction models, including regime switching models, threshold autoregressions, and
models with time-varying volatility Features numerous empirical examples Examines the latest
advances in forecast evaluation Essential for practitioners and students alike
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'Forecasting Models'; 'Forecasting with Different Data Structures'; and 'Applications of Forecasting
Methods.".
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Timmermann, 2013-08-23 The highly prized ability to make financial plans with some certainty about
the future comes from the core fields of economics. In recent years the availability of more data,
analytical tools of greater precision, and ex post studies of business decisions have increased
demand for information about economic forecasting. Volumes 2A and 2B, which follows Nobel
laureate Clive Granger's Volume 1 (2006), concentrate on two major subjects. Volume 2A covers
innovations in methodologies, specifically macroforecasting and forecasting financial variables.
Volume 2B investigates commercial applications, with sections on forecasters' objectives and
methodologies. Experts provide surveys of a large range of literature scattered across applied and
theoretical statistics journals as well as econometrics and empirical economics journals. The
Handbook of Economic Forecasting Volumes 2A and 2B provide a unique compilation of chapters
giving a coherent overview of forecasting theory and applications in one place and with up-to-date
accounts of all major conceptual issues. - Focuses on innovation in economic forecasting via industry
applications - Presents coherent summaries of subjects in economic forecasting that stretch from
methodologies to applications - Makes details about economic forecasting accessible to scholars in
fields outside economics

economic forecasting: Handbook of Economic Forecasting Graham Elliott, Allan
Timmermann, 2013-10-24 The highly prized ability to make financial plans with some certainty about
the future comes from the core fields of economics. In recent years the availability of more data,
analytical tools of greater precision, and ex post studies of business decisions have increased
demand for information about economic forecasting. Volumes 2A and 2B, which follows Nobel
laureate Clive Granger's Volume 1 (2006), concentrate on two major subjects. Volume 2A covers
innovations in methodologies, specifically macroforecasting and forecasting financial variables.
Volume 2B investigates commercial applications, with sections on forecasters' objectives and
methodologies. Experts provide surveys of a large range of literature scattered across applied and
theoretical statistics journals as well as econometrics and empirical economics journals. The
Handbook of Economic Forecasting Volumes 2A and 2B provide a unique compilation of chapters
giving a coherent overview of forecasting theory and applications in one place and with up-to-date
accounts of all major conceptual issues. - Focuses on innovation in economic forecasting via industry
applications - Presents coherent summaries of subjects in economic forecasting that stretch from
methodologies to applications - Makes details about economic forecasting accessible to scholars in
fields outside economics

economic forecasting: The Oxford Handbook of Economic Forecasting Michael P. Clements,
David F. Hendry, 2011-07-08 Greater data availability has been coupled with developments in
statistical theory and economic theory to allow more elaborate and complicated models to be
entertained. These include factor models, DSGE models, restricted vector autoregressions, and
non-linear models.

economic forecasting: Handbook of Economic Forecasting G. Elliott, C. W.J. Granger, A. G.
Timmermann, 2006-05-30 Research on forecasting methods has made important progress over
recent years and these developments are brought together in the Handbook of Economic
Forecasting. The handbook covers developments in how forecasts are constructed based on
multivariate time-series models, dynamic factor models, nonlinear models and combination methods.
The handbook also includes chapters on forecast evaluation, including evaluation of point forecasts
and probability forecasts and contains chapters on survey forecasts and volatility forecasts. Areas of
applications of forecasts covered in the handbook include economics, finance and
marketing.*Addresses economic forecasting methodology, forecasting models, forecasting with
different data structures, and the applications of forecasting methods *Insights within this volume
can be applied to economics, finance and marketing disciplines

economic forecasting: Economic Forecasting for Management Hans G. Graf, 2002-08-30
Before future-oriented information can be used as a basis for decision making in economics or
business administration, it must be understood on a methodological level. This book provides
decision makers with a thorough understanding of the possibilities offered by various forecasting



methods as well as their limitations. If managers rely on a forecast with a long-term perspective to
guide them in making short-term decisions, planning deficiencies will likely result. Likewise, if
managers use short-term forecasts to inform their long-term strategic vision, failure could easily
ensue. Graf provides the tools necessary to sidestep the common pitfall of using the wrong
forecasting technique for the wrong purpose. This is not a detailed examination of the mathematical
and statistical tools of empirical economic research. Instead, forecasting methods are explained so
that they can be understood by the managers who employ them in their decision making. Graf
demonstrates that understanding and—in special cases—cooperation between forecast developers
and users is crucial to creating an effective forecast that results in informed management decisions.
He discusses traditional, long-term, macroeconomic, and global economic forecasting; the scenario
technique as a central instrument of long-term forecasting; and short-term economic and market
forecasting.

economic forecasting: Economic Forecasting N. Carnot, V. Koen, B. Tissot, 2005-08-12
Economic Forecasting provides a comprehensive overview of macroeconomic forecasting. The focus
is first on a wide range of theories as well as empirical methods: business cycle analysis, time series
methods, macroeconomic models, medium and long-run projections, fiscal and financial forecasts,
and sectoral forecasting. In addition, the book addresses the main issues surrounding the use of
forecasts (accuracy, communication challenges) and their policy implications. A tour of the economic
data and forecasting institutions is also provided.

economic forecasting: Economic Forecasting: The State of the Art Elia Xacapyr,
2016-09-16 An overview of the macroeconomic forecasting industry in the United States that
explains and evaluates the forecasting techniques used to make predictions about various aspects of
the national economy.

economic forecasting: A Companion to Economic Forecasting Michael P. Clements, David F.
Hendry, 2008-04-15 A Companion to Economic Forecasting provides an accessible and
comprehensive account of recent developments in economic forecasting. Each of the chapters has
been specially written by an expert in the field, bringing together in a single volume a range of
contrasting approaches and views. Uniquely surveying forecasting in a single volume, the
Companion provides a comprehensive account of the leading approaches and modeling strategies
that are routinely employed.

economic forecasting: CBO's Economic Forecasting Record Holly Battelle, 2010-11 The
Congressional Budget Office (CBO) regularly evaluates the accuracy of its economic forecasts by
comparing them with the economyés actual performance and with othersé forecasts. Such
evaluations help guide CBO¢s efforts to improve the quality of its forecasts and are also intended to
assist Members of Congress in their use of the agencyés estimates. Contents of this report: (1)
Choice of Forecasts for the Evaluation; (2) Measuring the Quality of Forecasts: Statistical Bias;
Accuracy; Alternative Measures of Forecast Quality; (3) Limitations of Forecast Evaluations: (4) The
Effects of Bus. Cycles, Changes in the Trend Rate of Productivity Growth, and Oil Price Shocks; (5)
Forecasting Record: 2-Year Forecasts; 5-Year Projections; (6) Historical and Forecast Data.

economic forecasting: Advances in Economic Forecasting Matthew L. Higgins, 2011 The
book's contributors assess the performance of economic forecasting methods, argue that data can be
better exploited through model and forecast combination, and advocate for models that are adaptive
and perform well in the presence of nonlinearity and structural change.

economic forecasting: Economic Forecasting and Policy N. Carnot, V. Koen, B. Tissot,
2011-07-26 Economic Forecasting provides a comprehensive overview of macroeconomic
forecasting. The focus is first on a wide range of theories as well as empirical methods: business
cycle analysis, time series methods, macroeconomic models, medium and long-run projections, fiscal
and financial forecasts, and sectoral forecasting.

economic forecasting: Applied Economic Forecasting using Time Series Methods Eric Ghysels,
Massimiliano Marcellino, 2018-03-23 Economic forecasting is a key ingredient of decision making
both in the public and in the private sector. Because economic outcomes are the result of a vast,



complex, dynamic and stochastic system, forecasting is very difficult and forecast errors are
unavoidable. Because forecast precision and reliability can be enhanced by the use of proper
econometric models and methods, this innovative book provides an overview of both theory and
applications. Undergraduate and graduate students learning basic and advanced forecasting
techniques will be able to build from strong foundations, and researchers in public and private
institutions will have access to the most recent tools and insights. Readers will gain from the
frequent examples that enhance understanding of how to apply techniques, first by using stylized
settings and then by real data applications--focusing on macroeconomic and financial topics. This is
first and foremost a book aimed at applying time series methods to solve real-world forecasting
problems. Applied Economic Forecasting using Time Series Methods starts with a brief review of
basic regression analysis with a focus on specific regression topics relevant for forecasting, such as
model specification errors, dynamic models and their predictive properties as well as forecast
evaluation and combination. Several chapters cover univariate time series models, vector
autoregressive models, cointegration and error correction models, and Bayesian methods for
estimating vector autoregressive models. A collection of special topics chapters study Threshold and
Smooth Transition Autoregressive (TAR and STAR) models, Markov switching regime models, state
space models and the Kalman filter, mixed frequency data models, nowcasting, forecasting using
large datasets and, finally, volatility models. There are plenty of practical applications in the book
and both EViews and R code are available online at authors' website.

economic forecasting: Economic Forecasting Graham Elliott, Allan Timmermann, 2016-04-05
A comprehensive and integrated approach to economic forecasting problems Economic forecasting
involves choosing simple yet robust models to best approximate highly complex and evolving
data-generating processes. This poses unique challenges for researchers in a host of practical
forecasting situations, from forecasting budget deficits and assessing financial risk to predicting
inflation and stock market returns. Economic Forecasting presents a comprehensive, unified
approach to assessing the costs and benefits of different methods currently available to forecasters.
This text approaches forecasting problems from the perspective of decision theory and estimation,
and demonstrates the profound implications of this approach for how we understand variable
selection, estimation, and combination methods for forecasting models, and how we evaluate the
resulting forecasts. Both Bayesian and non-Bayesian methods are covered in depth, as are a range of
cutting-edge techniques for producing point, interval, and density forecasts. The book features
detailed presentations and empirical examples of a range of forecasting methods and shows how to
generate forecasts in the presence of large-dimensional sets of predictor variables. The authors pay
special attention to how estimation error, model uncertainty, and model instability affect forecasting
performance. Presents a comprehensive and integrated approach to assessing the strengths and
weaknesses of different forecasting methods Approaches forecasting from a decision theoretic and
estimation perspective Covers Bayesian modeling, including methods for generating density
forecasts Discusses model selection methods as well as forecast combinations Covers a large range
of nonlinear prediction models, including regime switching models, threshold autoregressions, and
models with time-varying volatility Features numerous empirical examples Examines the latest
advances in forecast evaluation Essential for practitioners and students alike

economic forecasting: Understanding Economic Forecasts David F. Hendry, Neil R. Ericsson,
2003 How to interpret and evaluate economic forecasts and the uncertainties inherent in them.

economic forecasting: Forecasting Non-stationary Economic Time Series Michael P.
Clements, David F. Hendry, 1999 This text on economic forecasting asks why some practices seem
to work empirically despite a lack of formal support from theory. After reviewing the conventional
approach to forecasting, it looks at the implications for causal modelling, presents forecast errors
and delineates sources of failure.

economic forecasting: Economic Forecasting: The State of the Art Elia Xacapyr, 2016-09-16
An overview of the macroeconomic forecasting industry in the United States that explains and
evaluates the forecasting techniques used to make predictions about various aspects of the national



economy.

economic forecasting: An Evaluation of World Economic Outlook Growth Forecasts, 2004-17
Oya Celasun, Jungjin Lee, Mr. Mico Mrkaic, Mr. Allan Timmermann, 2021-08-06 This paper
examines the performance of World Economic Outlook (WEO) growth forecasts for 2004-17.
Short-term real GDP growth forecasts over that period exhibit little bias, and their accuracy is
broadly similar to those of Consensus Economics forecasts. By contrast, two- to five-year ahead WEO
growth forecasts in 2004-17 tend to be upward biased, and in up to half of countries less accurate
than a naive forecast given by the average growth rate in the recent past. The analysis suggests that
a more efficient use of available information on internal and external factors—such as the estimated
output gap, projected terms of trade, and the growth forecasts of major trading partners—can
improve the accuracy of some economies’ growth forecasts.

economic forecasting: Philosophico-Methodological Analysis of Prediction and its Role in
Economics Wenceslao J. Gonzalez, 2015-02-19 This book develops a philosophico-methodological
analysis of prediction and its role in economics. Prediction plays a key role in economics in various
ways. It can be seen as a basic science, as an applied science and in the application of this science.
First, it is used by economic theory in order to test the available knowledge. In this regard,
prediction has been presented as the scientific test for economics as a science. Second, prediction
provides a content regarding the possible future that can be used for prescription in applied
economics. Thus, it can be used as a guide for economic policy, i.e., as knowledge concerning the
future to be employed for the resolution of specific problems. Third, prediction also has a role in the
application of this science in the public arena. This is through the decision-making of the agents —
individuals or organizations — in quite different settings, both in the realm of microeconomics and
macroeconomics. Within this context, the research is organized in five parts, which discuss relevant
aspects of the role of prediction in economics: I) The problem of prediction as a test for a science; II)
The general orientation in methodology of science and the problem of prediction as a scientific test;
I1I) The methodological framework of social sciences and economics: Incidence for prediction as a
test; IV) Epistemology and methodology of economic prediction: Rationality and empirical
approaches and V) Methodological aspects of economic prediction: From description to prescription.
Thus, the book is of interest for philosophers and economists as well as policy-makers seeking to
ascertain the roots of their performance. The style used lends itself to a wide audience.
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