Question
Forecasting is one of the most important business functions because al other business decisions are based on a forecast of the future.

a) The manager of a luxury soap manufacturer needs to be able to forecast accurately the demand for its gift packs.  The following data has been collected for the past 8 months.

	Month
	Demand (Packs)

	January
February
March
April
May
June
July
August
	208,000
300,000
201,000
240,000
325,000
305,000
290,000
300,000



Calculate a 3-month moving average forecast for months April to September using
Ft +1 = 
(12 marks)



Candidates are required to calculate a 3-month moving average forecast for months 4 through to 9 using the following formula

Ft + 1 = 

Ft + 1 = forecast of demand for the next period t + 1
At = actual value for current period, t
n = number of periods or data points used in the moving average

Fmonth 4 = 
Fmonth 4 = 
Fmonth 4 = 90,000

Fmonth 5 = 
Fmonth 5 = 
Fmonth 5 = 93,333


Fmonth 6 = 
Fmonth 6 = 
Fmonth 6 = 103,333

Fmonth 7 = 
Fmonth 7 = 
Fmonth 7 = 116,666

Fmonth 8 = 
Fmonth 8 = 
Fmonth 8 = 120,000

Fmonth 9 = 
Fmonth 9 = 
Fmonth 9 = 110,000

	Month
	Demand (bottles)
	Forecast Three-Period Moving Average

	1
	80,000
	

	2
	120,000
	

	3
	70,000
	

	4
	90,000
	90,000

	5
	150,000
	93,333

	6
	110,000
	103,333

	7
	100,000
	116,666

	8
	120,000
	120,000

	9
	160,000
	110,000





Question
The manager of a carpet mill needs to be able to forecast accurately the demand for bathroom carpet.  The following demand data for the past 8 months has been collected.

	Month
	Demand (metres)

	1
	8,000

	2
	12,000

	3
	7,000

	4
	9,000

	5
	15,000

	6
	11,000

	7
	10,000

	8
	12,000



a) Compute a 3-month moving average forecast for months 4 through to 9
(10 marks)

b) Compute a weighted 3-month average forecast for months 4 through to 9.  Assign weights of 0.55, 0.33 and 0.12 to the months in sequence, starting with the most recent month.
(10 marks)

c) Explain the consequences of demand amplifications and the implications it has on manufacturers.
(5 marks)



Candidates are required to compute a 3-month moving average forecast for months 4 to 9.

Moving averages are calculated using the formula

Ft + 1 = 

Ft + 1 = forecast of demand for next period t + 1
At = actual values for current period
n = number of periods used



Average forecast for month 4
F Month 4 = 

FMonth 4 = 
F Month 4 = 9,000 units

Average forecast for month 5

F Month 5 = 

FMonth 5 = 
F Month 5 = 9,333 units

Average forecast for month 6

F Month 6 = 

FMonth 6 = 
F Month 6 = 10,333 units

Average forecast for month 7

F Month 7 = 
FMonth 7 = 
F Month 7 = 11,666 units

Average forecast for month 8

F Month 8 = 
FMonth 8 = 
F Month 8 = 12,000 units

Average forecast for month 9

F Month 9 = 
FMonth 9 = 
F Month 9 = 11,000 units



[bookmark: _GoBack]Candidates are required to complete a weighted 3-month moving average using the assigned values

Weighted Moving average is calculated using the following formula

Ft + 1 = ∑ Ct At

Ft + 1 = next period’s forecast
At = actual value in period t
Ct = Weight placed on the actual value in period t

F month 4 = (0.12) A month 1 + (0.33) A month 2 + (0.55) A month 3
F month 4 = (0.12) 8,000 + (0.33) 12,000 + (0.55) 7,000
F month 4 = 960 + 3960 + 3850
F month 4 = 8,770

F month 5 = (0.12) A month 2 + (0.33) A month 3 + (0.55) A month 4
F month 5 = (0.12) 12,000 + (0.33) 7,000 + (0.55) 9,000
F month 5 = 1440 + 2310 + 4950
F month 5 = 8,700

F month 6 = (0.12) A month 3 + (0.33) A month 4 + (0.55) A month 5
F month 6 = (0.12) 7,000 + (0.33) 9,000 + (0.55) 15,000
F month 6 = 840 + 2970 + 8250
F month 6 = 12,060

F month 7 = (0.12) A month 4 + (0.33) A month 5 + (0.55) A month 6
F month 7 = (0.12) 9,000 + (0.33) 15,000 + (0.55) 11,000
F month 7 = 1080 + 4950 + 6050
F month 7 = 12,080

F month 8 = (0.12) A month 5 + (0.33) A month 6 + (0.55) A month 7
F month 8 = (0.12) 15,000 + (0.33) 11,000 + (0.55) 10,000
F month 8 = 1800 + 3630 + 5500
F month 8 = 10,930

F month 9 = (0.12) A month 6 + (0.33) A month 7 + (0.55) A month 8
F month 9 = (0.12) 11,000 + (0.33) 10,000 + (0.55) 12,000
F month 9 = 1320 + 3300 + 6600
F month 9 = 11,220

