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An Evaluation on Price Forecasts for Broiler by Agricultural Outlook

Seungjee Hongar
Department of Agricultural Economics, Chungnam National University, Daejeon 305-764, Korea

ABSTRACT Public forecasts for broiler's prices such as Korea Rural Economic Institute (KREI) outlook information are
important for producers and agribusiness decision makers in enhancing economic decision making. However, the KREI
forecasts have not been fully evaluated so far. In this study agricultural outlook price forecasts for broiler are evaluated under
accuracy-based measures and classification-based measures which test the ability to categorize price movements directionally
or within a forecasted range. Agricultural outlook price forecasts for broiler are efficient but biased. In the aspect of the
monthly direction of price change 59% of its forecasts over the sample period are correct, and actual prices fall within the
forecasted range 32% of the time. Results suggest that it is necessary and meaningful for the agricultural outlook center to
evaluate the current forecasting method and try to find an alternative method for improving the forecasting technique.

(Key words : agricultural outlook, broiler price forecasts, accuracy-based tests, classification-based tests)
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Table 1. Summary statistics of outlook prices and actual prices
for broiler, 2000.12~2012.6 (won/kg)

Description Outlook prices Actual prices
Mean 1,358 1,446
Standard deviation 391.70 409.49
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Table 2. Contingency table to forecast market direction

Actual
Forecast AA>0 A4<0 Subtotal
AF>0 ni n FN,
AF<0 mi nxn FN,
Subtotal N N N

Note: AF is the forecasted direction of change, A4 is the actual
direction of change, and n; is the number of observations
in the i, j cell of the table.
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Table 3. Forecast accuracy measures of broiler's outlook prices,
2000.10~2012.6

Description RMSE (won’kg) MAE (won/kg)  Theil's U

Measures 219.47 176.45 0.543

Note: RMSE is the root mean square error, and MAE is the mean
absolute error.
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Table 4. Forecast accuracy measures of broiler's outlook prices for each month

Month Jan Mar Apr May Jun Jul Aug Sep Oct Nov Dec
RMSE 260 340 187 214 236 142 263 139 201 200 173
MAE 227 285 143 164 212 122 230 113 180 174 124
Theil's U 0.54 0.92 0.34 0.42 0.66 0.39 0.70 0.50 0.60 0.43 0.45
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Table 5. Optimality test results for broiler's outlook prices,
2000.10~2012.6

Description For.ecast B?ta Rho
bias efficiency efficiency
Estimated 7, 8, o 88.1231 -0.0862 0.0701
t-statistic 17.6972 -1.92 0.79
p-value 0.000 0.057 0.431
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Table 6. Contingency table to forecast market direction for month-
to-month broiler's outlook prices' directional accuracy

W= SA 7MY AS5A R g7t

Table 9. Accuracy of forecast ranges: agricultural outlook vs.
naive forecasts

Actual
Forecast AA>0 AA<0 Subtotal
AF>0 26 12 38
AF<0 41 51 92
Subtotal 67 63 130

Table 7. Contingency table to forecast market direction for year-
to-year broiler's outlook prices' directional accuracy

Actual
Forecast AA>0 A4 <0 Subtotal
AF>0 54 4 58
AF<0 20 52 72
Subtotal 74 56 130

Table 8. Directional forecasting ability versus prior month and

Description Observed values
Agricultural outlook forecasts (% correct) 3231
Naive forecasts (% correct) 29.23

Z-score” (p-value) 0.5375(0.5909)

prior year
Description Month-to-month Year-to-year
% correct 59.23 81.54
27 statistic 6.1276 54.9055
p-Value 0.0133 0.0000
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