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Brand New Book. Economies evolve and are subject to sudden shiFs precipitated by legislative changes,
economic policy, major discoveries, and political turmoil. Macroeconometric models are a very imperfect tool
for forecasting this highly complicated and changing process. Ignoring these factors leads to a wide
discrepancy between theory and practice.In their second book on economic forecasting, Michael P. Clements
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approaches for avoiding systematic forecasting errors, including intercept corrections, diGerencing, co-
breaking, and modeling regime shiFs; they emphasize the distinction between equilibrium correction (based on
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applications to test the implications of their framework. Their results on forecasting have wider implications for
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