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ABSTRACT 

Building a multivariate GDP forecasting model based on relevant macroeconomic 
indicators, selected through a proper selection process. This study assesses whether alternative 
specifications of the Bayesian model can provide higher forecasting accuracy compared to a 
standard VECM (Vector Error Correction Model). To this end, two Bayesian models are 
estimated, a Bayesian VAR (Vector Autoregressive) model using Litterman' prior(1979), and a 
Bayesian VAR model with time-varying parameters (TVP-BVAR). The out-of-sample forecasting 
performance of these models is then evaluated for a period of 5 years (20 quarters) to determine 
the model's efficiency. 

 
  


