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Forecasting economic times series by uncertain models
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This study has three main results. First is that nonlinear causality tests
find spurious causality relationships in the presence of volatility spillover. Second is that tests
for time-varying properties of the conditional mean by the bootstrap are robust regardless of the
time-varying variance model, whereas tests for time-varying properties of the conditional variance
do not perform well in the presence of misspesified time-varying mean. Third is that the ARCH tests
based on the polynomial approximation regression approach have better statistical properties. From
the results, we clear problems and improvements for forecasting time series by uncertain models.
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