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Abstract-

Forecasting is characterized by the availability of a lot of methods and the fact
that technological and economic forecast horizons are increasingly mor e different
from each other. Combining forecasts is an adequate methodology for handling
the above scenario, which is conceptually suitable for the application of several
methods of multivariate analysis. This paper reviews some main problems in
combining forecasts efficiently from the multivariate analysis view. In particular,
a methodology to produce combined forecasts with a large number of forecastsis
proposed. The usefulness of such a methodology is assessed in exchange rates
forecasting. Further research is suggested for finance as well as for other
practical contexts such asenergy markets.

Index Terms- Combining forecasting, Factor analysis, Forecasting methodology,
Principal componentsanalysis, Time series.
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