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Roland Döhrn and Christoph M. Schmidt1

Information or Institution? – On the Determinants 
of Forecast Accuracy

Abstract
The accuracy of macroeconomic forecast depends on various factors, most impor-
tantly the mix of analytical methods used by the individual forecasters, the way that 
their personal experience is shaping their identifi cation strategies, but also their effi  -
ciency in translating new information into revised forecasts. In this paper we use a 
broad sample of forecasts of German GDP and its components to analyze the impact 
of institutions and information on forecast accuracy. We fi nd that forecast errors are a 
linear function of the forecast horizon. This result is robust over a variety of diff erent 
specifi cations. As better information seems to be the key to achieving better forecasts, 
approaches for acquiring reliable information early seem to be a good investment. By 
contrast, the institutional factors tend to be small and statistically insignifi cant. It has 
to remain open, whether this is the consequence of the effi  ciency-enhancing competi-
tion among German research institutions or rather the refl ection of an abundance of 
forecast suppliers.

JEL Classifi cation: C53, E27, E01

Keywords: Keywords: Forecast accuracy, Forecast Revisions, Forecast Horizon, Eco-
nomic Activity

September 2010

1 Roland Döhrn, RWI and University of Duisburg-Essen; Christoph M. Schmidt, RWI, Ruhr-
Universität Bochum, IZA Bonn, CEPR London. – We are grateful for comments by Thomas Bauer, 
Wim Kösters, and by two anonymous referees. – All correspondence to Roland Döhrn, RWI, 
Hohenzollernstr. 1-3, 45128 Essen, Germany, E-Mail: roland.doehrn@rwi-essen.de.
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Table 1  
Forecasts Included in the Analysis 
Abbreviation Forecast (first quarter to be predicted) 

German Institute for Economic Research (Deutsches Institut für Wirtschaftsforschung) 
DIW-7 Summer forecast year t-1 (q2,t-1) 
DIW-5 January forecast year t (q4, t-1) 
DIW-3 Summer forecast year t (q2, t) 
DIW-1 January forecast year t+1 (q4, t) 

European Commission 
EU-10 Autumn forecast year t-2 (q3, t-2) 
EU-8 Spring forecast year t-1 (q1, t-1) 
EU-6 Autumn forecast year t-1 (q3, t-1) 
EU-4 Spring forecast year t (q1, t) 
EU-2 Autumn forecast year t (q3, t) 

Joint forecast of the German Institutes (Gemeinschaftsdiagnose) 
GD-6 Autumn forecast year t-1 (q3, t-1) 
GD-4 Spring forecast year t (q1, t) 
GD-2 Autumn forecast year t (q3, t) 

ifo Institute for Economic Research (Ifo Institut für Wirtschaftsforschung) 
Ifo-7 June Forecast year t-1 (q2, t-1) 
Ifo-5 December forecast year t-1 (q4, t-1) 
Ifo-3 June Forecast year t (q2, t) 
Ifo-1 December forecast year t (q4, t) 

Kiel Institute of World Economics (Institut für Weltwirtschaft) 
IfW-7 June Forecast year t-1 (q2, t-1) 
IfW-5 December forecast year t-1 (q4, t-1) 
IfW-3 June Forecast year t (q2, t) 
IfW-1 December forecast year t (q4, t) 

Organization for Economic Co-operation and Development 
OECD-9 Economic Outlook December year t-2 (q4, t-2) 
OECD-7 Economic Outlook June year t-1 (q2, t-1) 
OECD-5 Economic Outlook December year t-1 (q4, t-1) 
OECD-3 Economic Outlook June year t (q2, t) 
OECD-1 Economic Outlook December year t (q4, t) 

Rheinisch-Westfälisches Institut für Wirtschaftsforschung 
RWI-7 Summer forecast year t-1 (q2, t-1) 
RWI-5 December forecast year t-1 (q4, t-1) 
RWI-4 February/March forecast year t (q1, t) 
RWI-3 Summer forecast year t (q2, t) 
RWI-1 December forecast year t (q4, t) 

The German Council of Economic Experts (Sachverständigenrat) 
SVR-6 Annual Report year t-1 (q3, t-1) 
SVR-2 Annual Report year t (q3, t) 
The index t marks the year the forecast was made for. The forecasts are named after the 
acronym of the forecasting institution and the forecast horizon expressed in quarters. 
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Table 2 
Accuracy of GDP Forecasts Across Institutions and Horizons 
1991 - 2008 
Forecast1 Horizon 

(avg. days) 
MAE MSE RMSE ME 

DIW-7 543 1.23 2.54 1,59 -0.36 
DIW-5 360 0.72 0.95 0,97 0.08 
DIW-3 175 0.43 0.38 0,62 0.13 
DIW-1 -6 0.12 0.03 0,17 -0.03 
EU-10 787 1.34 2.78 1,67 -0.88** 
EU-8 622 1.30 2.73 1,65 -0.64* 
EU-6 422 0.93 1.29 1,13 -0.29 
EU-4 258 0.57 0.55 0,74 0.00 
EU-2 59 0.16 0.05 0,33 -0.04 
GD-6 439 0.93 1.27 1,13 -0.42 
GD-4 257 0.47 0.40 0,63 -0.03 
GD-2 74 0.18 0.05 0,22 -0.05 
ifo-7 529 1.13 2.31 1,52 -0.63* 
ifo-5 376 0.62 0.67 0,82 -0.23 
ifo-3 166 0.41 0.26 0,51 -0.01 
ifo-1 11 0.11 0.03 0,17 -0.01 
IfW-7 565 1.16 2.13 1,46 -0.65* 
IfW-5 384 0.74 0.91 0,96 -0.35 
IfW-3 201 0.52 0.39 0,63 -0.09 
IfW-1 18 0.09 0.01 0,26 -0.05* 
OECD-9 768 1.27 2.82 1,68 -1.02*** 
OECD-7 591 1.24 2.61 1,62 -0.79** 
OECD-5 403 0.96 1.45 1,20 -0.41 
OECD-3 226 0.54 0.47 0,69 0.02 
OECD-1 38 0.19 0.07 0,26 0.01 
RWI-7 538 1.21 2.49 1,58 -0.80** 
RWI-5 382 0.84 1.01 1,01 -0.41* 
RWI-4 325 0.72 0.88 0,94 -0.36 
RWI-3 173 0.44 0.35 0,59 -0.15 
RWI-1 19 0.10 0.02 0,14 -0.06** 
SVR-6 417 0.86 1.20 1,10 -0.26 
SVR-2 52 0.14 0.03 0,18 -0.03 

Authors’ calculations: 
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with F denoting the forecast and R the realization, subscript t indicating the year for which the 
prediction was constructed, and subscripts i and q indicating the institution and the number of 
quarters to be predicted, respectively. */**/*** denote significance at 90/95/99% level respec-
tively. – 1see Table 1. 
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Table 3 
Absolute Forecast Errors of GDP and Forecast Horizon 
1991-2008 
Regression (1) (2) (3) (4) (5) (6) 
Explanatory variable     
Constant 0.069 0.097 0.068 0.095 0.063 0.062 
 (2.6) (1.5) (3.0) (1.8) (7.3) (2.5) 
Forecast horizon (days) 0.00197 0.00196 0.00198 0.00196 0.00196 0.00197 

(13.3) (13.2) (18.2) (17.9) (13.2) (18.1) 
Working-day effect   0.661 0.661  0.662 
(absolute)   (4.1) (4.1)  (4.1) 
Working-day*horizon   -0.00784 -0.00784  -0.00785 
   (10.2) (10.2)  (10.3) 
Carry-over1   0.138 0.138  0.138 
(absolute)   (4.1) (4.1)  (4.1) 
Carry-over * horizon   -0.00136 -0.00136  -0.00136 
   (10.0) (9.9)  (10.0) 
Forecast of International 
Institution 

    0.032 0.032 
    (0.5) (0.7) 

       
Institutional effects NO YES NO YES NO NO 
Significance of institu-
tional effects2

 0.21 
(98.3%) 

 0.37 
(92.0%) 

  

Number of observations 540 540 540 540 540 540 
R² (adj.) 0.289 0.281 0.548 0.543 0.288 0.547 
Authors’ calculations. In parentheses: t-statistics. – White heteroskedasticity-
consistent standard errors. –  1End of previous year.–2F-Statistic, in parentheses: 
probability in %. 
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Table 4 
Absolute Forecast Errors: 
One- and Two-Step Forecasts 
1991-2008 
 One-Step Forecasts Two-step Forecasts 
Regression (1) (2) (3) (4) 
Constant 0.083 0.084 0.753 0.753 
 (4.4) (4.6) (11.8) (14.4) 
Forecast horizon (days)1 0.00188 0.00187 0.00227 0.00228 

(8.2) (8.6) (3.7) (5.0) 
Working-day effect  0.035  1.793 
(absolute)  (1.6)  (1.4) 
Working-day*horizon  -0.00057  -0.010 
  (2.1)  (4.6) 
Carry-over2  0.209  0.684 
(absolute)  (1.6)  (2.8) 
Carry-over * horizon  -0.00237  -0.00254 
  (1.4)  (4.6) 
     
Number of observations 288 288 252 252 
R² (adj.) 0.268 0.277 0.053 0.454 
Authors’ calculations. In parentheses: t-statistics. – White heteroskedasticity-consistent stan-
dard errors. – 1End of the year the forecast was published = 0 –  2End of previous year.  
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Table 5 
Two-Step-Forecast Errors: One-Step-Forecast Errors as Predictors 
1992 – 2008 
Constant 0.080

(1.4)
Error of the one step forecast  0.323

(2.9)
Forecast horizon (days) * sign of the forecast error 0.002

(17.4)
Number of observations 238
R² (adj.) 0.579
F-Statistic 164.0

Authors’ calculations. In parentheses: t-statistics. – White heteroskedasticity-consistent 
standard errors 
 



26 

 
 
Table 6 
MAE and Forecast Horizon for GDP Components 
Regressions 1991 – 2008 

Constant Forecast 
horizon 

(days)

Institutional 
effects

Test on 
Institutional

Effects1

R² (adj)

GDP 0.069 0.00197 NO 0.289
2.6) (13.3)

0.097 0.00196 YES 0.21 0.281
(1.5) (13.1) (98.3)

Private Consumption 0.251 0.00177 NO 0.293
(8.9) (14.1)

0.285 0.00177 YES 0.29 0.286
(4.9) (13.9) (95.8)

Government Con-
sumption 

0.491 0.00086 NO 0.086
(15.1) (7.4)
0.440 0.00085 YES 0.58 0.079
(7.6) (7.2) (78.8)

Gross Investment 0.672 0.00507 NO 0.187
(6.6) (10.6)

0.575 0.00502 YES 0.32 0.180
(2.6) (10.3) (94.7)

Exports 1.140 0.00442 NO 0.188
(9.4) (10.5)

1.083 0.00445 YES 0.46 0.183
(5.2) (10.6) (86.2)

Imports 1.377 0.00402 NO 0.127
(9.5) (8.4)

1.206 0.00403 YES 0.62 0.123
(5.2) (8.4) (73.9)

Net-exports2 0.476 0.00041 NO 0.022
(10.4) (3.4)
0.506 0.00041 YES 0.20 0.011
(7.4) (3.4) (98.5)

Authors‘ calculations. 540 observations. In brackets: t-statistics- – White heteroskedasticity-
consistent standard errors. – 1F-Statistics, in parentheses: probability in %. 2Contribution to 
growth in percentage points. 
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Chart 1 
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Chart 1 (continued) 
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Chart 1 (continued) 
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