Price of Unleaded Gasoline

aujjoser) papeaju J0 adlid



Principles of Business
Forecasting 2e

Business forecasting is art woven into science
and principle teamed with pragmatism.
Virtually every manager has to make plans or
decisions that depend on forecasts. Research
over the past 50 years or more has shown
that taking an analytical approach rather than
just relying on informal intuition leads to more
accurate forecasts and more effective plans
and decisions. However, forecasting is often
the poor relation of more theoretical material,
available through courses in regression, and
time series analysis.

This book not only provides an introduction
to both standard and advanced approaches
to forecasting, but also presents general
principles that underlie forecasting practice.
What makes this book unique is its emphasis
on incorporating the latest research findings
to help practicing forecasters carry out their
job and to enable students to prepare for a
managerial or analytical career.
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represent all the data currently available. Our interest lies in forecasting sales over the next

| 1 h weeks, known as the forecasting horizon; that is, we are interested in providing forecasts
modeling, extensive use of R Jorian

for future sales, denoted by Y,,, Y,
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Chapter 3 Forecasting Non-Seasonal Series
life more difficult. Essentially, the first step when one is forecasting must be to “clean” the
data. In operations, the process must usually be automatic so that corrections are put in
he hold-out sample. We then choose the method that corresponds to the
selected criterion (RMSE, MAE, MAPE, MAAPE, etc.), calculated over the
eries. We return to the issue of method selection in Chapter 5 (Section 5.3),
reinforced by the development of underlying statistical models.

place for a retai ue to the item’s being out of stock or the

eaCh Chapter CIOseS 3.10 Principles of Extrapolative Methods

To avoid undue repetition, we assume that the data series being forecast is appropriate

Wlth a Set Of prl nc I p | es to for the problem at hand in terms of relevance, timeliness, and reporting accuracy. These

assumptions are by no means trivial, but we have discussed them in the previous chapters

and they remain critical to any forecasting exercise. We should always recall the maxim

g u |d e fo rec aStI n g p I'aCtIC e “Garbage in, garbage out” If the data do not satisfy the aforementioned criteria, further

analysis may be useless. As before, Armstrong (2001) is a valuable resource, and many of

the principles quoted reflect his ideas. A few principles are repeated from Chapter 2 because
they are an integral part of the forecasting approach described in the current chapter.

[3.1] Plot the series.

Data plotting should be the first step in any analysis. If a large number of series is involved,
plot a selection of them. Such plots will often serve to identify data-recording errors,
missing values, and unusual events.

[3.2] Clean the data.
Data plots and simple screening procedures (checks for outliers) provide the basis for
making adjustments for anomalous es. Make sure that the adjustments are for valid
data-recording reasons, 3




“Principles of Business Forecasting

IS in my opinion the most readable
book in the field, and | think | own all

of them. The authors of the first edition
are eminent researchers, both known
for clear writing which is on display
here. They have been joined in the
second edition by Nikos Kourentzes
who has added new ideas and R

based tutorials, the aim being to

make the book more widely usable in
applications. ... One novel feature is the
emphasis on evidence-based principles
of forecasting rather than quantitative

modeling. That is, modeling is used to

support the principles; for some years,

| have tried to teach this way, but | have
never had a text to support me. ...”

Everette S. Gardner, Jr., Ph.D.
Professor of Decision and Information Sciences,
Bauer College of Business, University of Houston

Wessex Press, Inc.
New York, NY. USA

www.wessexlearning.com

Introduction — Chapters 1-2

Extrapolative methods — Chapters 3-6

Statistical model building — Chapters 7-9

Advanced methods and forecasting practice — Chapters 10-13

Most readers will have had the benefit of a first course in applied statistics, or
an equivalent background, although a brief refresher of key statistical methods
is included in Chapter 2 (and online Appendix A). Our aim in the book is to
show users how to forecast (and that forecasting is fun). The book is designed
for students in management science, statistics and business analytics as well
as all practicing forecasters.

The second edition embodies some key changes:

* R programs and tutorial material are provided so that all analyses can be
carried out (for free!) wherever the user is working.

* Expanded coverage of model building in regression.

* New material on judgment to address some of the political shocks in the last
few years.

» Greater coverage of data analytics, in particular neural nets together with
software.

* Expanded material on applications that uniquely includes new research
findings relevant and immediately applicable to operations, such as
hierarchical modelling and temporal aggregation.

A new colleague, Nikolaos Kourentzes to join the authoring team with
complementary expertise, particularly in R.

* Updated data sets.

Founded in 2007 by Professor Capon, Wessex Press is a small publisher of
marketing, account management, sales, and other higher education textbooks.
Wessex’s goal is to provide high quality learning materials at affordable prices.
Publishing under the brands Wessex Press and AxcessCapon, Wessex offers
titles in multiple printed and digital formats.

For instructor access, or to request a free desk copy of Principles of
Business Forecasting 2e, go to hitp://wessexlearning.com/pages/
request-instructor-copy

You can also reach us at contact@wessexlearning.com
or call 914-573-2757




