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. ‘con51dered whlch amounts to’ testlng the predlctlve behav1omr

ass:gnlng to 1ts performance 34 score for each of a series &cf

tlme Point .The score reflects how close to,.or how far fromh-ff
value j;het observed ;actual value 1s.bn_ﬁg1

ch predlctlve;;

where Y 1% an 1 x 1

random varaable ,; :a l x \m" matrix of known

coefficients ‘(1 2 m ,EX (N)X {M)[# 0).: is -an; m xl vector
Jaf regress;on coeff1c1ent5 and e (M) is’ an llxl vector of
. A#;ngrmal error random varlables wzthnE(e (M))“O and V(e (M}) °m
'}Ii (a2 <m)j “'s'the 1 xl 1dent1ty matr;v and
the model;(i‘e@w

o value of the dependent random var:able fo

‘Here I"

tlme t+1 wall b@

"g1ven by th@>stat1st1c Y (M)- (M) ﬁ (M}. where 7“t
"“ the least sqgares estlmator of B at tlme f . ?‘1‘;“; 

IxmH ‘vector, atzitlme t+1.fLet Yo be the observed valuevbf

the dependent randcm variable at tlme t+1." “then “”xﬁu
;t“ﬂ [ (M) Y e (M) w111 fellow the N(D; an}
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’:f var1ance o (M)—c (1 2/x) (Leone et al. 1961) In other yoxds
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‘ Suppase that\,ge sccre; the performance Aof model
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In_ thls _paper: a forecasting model selectxon 'scheme ‘isv

of & model by adopt;ng Xekalakx &ng’ Katti s (1984)-1dea_kof’

statlstlcal test 1s proposed far comparlng the forecaqt1rngg

M’;ndeXes £
M= A or M= B) Therefore,va predlctzon for thes{f

and S0’ )Yo (M) ,:?0 [ {# ] {M)] wzll( foilou the folded i
vnormal dlstrlbution ‘with: mean, B (M) { f?n o, 5W:; Fand |



]e (W)} Then, our selectzon w1ll be‘based on the model with
‘/‘>th¢- minimum score. A natural 0901ce of h)potheses to test
‘ ;7 Covld be.;i“fff“:‘?i”"“} S =Y DR
Tl e Hyt Elle, (A)l)’ E(]e, (B)I)
HtE([e, (A)I)< E(le in)])
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,h@re e must note that “{' -

;Q‘"Co‘f‘i’i e A +[e B ] Te, maMe (Bm-— (0%-a? 2y (1o 2. (8

 E.qr%'f;_~]e’,. i+|e (B)Iand R.= e, (A)l—]e (B); Then,‘because-

' ;_§1 {Q) the qet of hypotheses (4), is equlvale%t to;'y*'

- “,.4,"_H Cov(R ,; ©)=0

L 0 ’ - T
;VjH1r Cov(a )<0§f”"*”“;

Thén. under H the asymptotic dlstrlbutzon of /”—_ R is normal
‘wAth mean zero and. variance Var(R ) / Var (R )Var(R_)"
{Lﬁhﬂann (*986)) So,va lues cf J"ﬁf R 1n ‘the left tall of the
nermal d;strxbut1on w1ll call. for regectlon of H ,thus_

'~»'1nd1cat1ng that nodel A performs better than model B.
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