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Abstract: In this paper, we show that the consensus forecast can be biased if some forecasts
minimize an asymmetric loss function and the DGP features conditional heteroscedasticity.
This result still holds if cross sectional heterogeneity in the loss function is allowed for,
including the case where a share of the cross section of forecasts is produced under a symmetric
(squared) loss objective. In this setting, the time-varying bias depends on the variance of the
process. As a consequence, the information from the ex-ante variation of forecasts can be used
to improve the predictive accuracy of the combined forecast. We consider two widely employed
measures for the ex-ante forecast variance, namely the average over the variances of individual
cross sectional units on the one hand and the cross sectional dispersion of point forecasts
(“disagreement”) on the other hand. Both statistics are shown to be informative. The average
individual variance provides the largest predictive content. Forecast survey data from the Euro
area and the U.S. confirm the implications of the theoretical model.
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