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Does forecast irrationality change over time? Examining the irrational component of forecast errors over time 
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The study examines the irrationality component of professional forecasters over time, using the Survey of Professional Forecasters (SPF) database. The main research question is as follows: Does the error of professional forecasts from rationality change over time? The study employs four models of irrationality, all of which rely solely on information available to analysts at the time the forecasts were published. The temporal breakdown is analyzed using rolling windows, which do not pinpoint the exact timing of irrational biases but provide an approximate timeframe.
Regarding the variables examined, rationality can be rejected in 78.6% of the cases, indicating that there are points in the observed time series where the forecasts can be considered irrational. Based on the persistence of bias, three main groups can be identified: temporarily biased, almost entirely biased throughout the series, and prolonged bias over a longer period. In most cases, there is no significant difference across forecasting horizons, as rationality is rejected at similar points in time. It is observed that during periods of crisis—such as the 2008 financial crisis and the COVID-19 crisis—types of irrational biases emerge that are not characteristic before or after the crisis. In other words, during a crisis, forecasts are not only distorted by general uncertainty but also by types of irrational biases that were not previously observed. This phenomenon further complicates decision-making for economic policymakers during crises, as it undermines the reliability of forecasts that inform policy decisions.
 



