34. Quantitative Sales Forecasting
1.  Missing words 

Data such as sales figures can vary wildly from month to month, depending on factors such as the actions of _________________________.  To get a clear picture of success or failure, therefore, it is important to identify underlying trends.  This can be done by calculating the __________________ average of the data.  If sales are affected by seasonal factors, a 12 month moving average will be needed. For instance, with toy sales it is vital that every calculation should include one _____________________.  Comparing quarterly data (July to September and October - December, for example) would be pointless, as the dominance of Christmas sales would mean sales jump ahead in the winter quarter.  Missing words from: December, moving, weighted, competitors
2. Showing trends using moving averages.
The figures on the left show the sales of a text book. Because the figures jump around erratically, it is hard to see the trend in the data. This is shown as the dashed line on the graph. Look at this data then answer questions 2.1-2.3. 
	        Monthly sales

Jan

825

Feb

1,200

Mar

1,050

April

795

May

1,280

June

1,470
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True or False? (based on the above data)
2.1 The benefit of a moving average is that it smoothes the data, making it easier to see the underlying trend.
2.2 The dashed line is a 3-month moving average. This is why there are only 4 points on the line.

2.3 Actual sales in June have not been included in the moving average
2.4 The trend established by the moving average could be extrapolated forward to forecast sales for the Autumn. 
3. Making use of trend information (Label each statement with a U for useful or an S for useless) 
	3.1. For forecasting sales in 6 months’ time
	
	3.5. For calculating the effect of an advertising campaign
	

	3.2. For setting budgets
	
	3.6. For identifying personnel indicators that are improving or worsening, e.g. absenteeism
	

	3.3. For constructing a balance sheet
	
	3.7 For estimating future capacity needs
	

	3.4. For predicting the path of a product life cycle
	
	3.8 For assessing whether budgets have been met
	


4. Briefly explain why:
4.1 Extrapolated sales figures should never be relied upon too heavily. __________________________________

______________________________________________________________________________________ 
4.2 Firms need to forecast the future, and therefore need to use extrapolation.____________________________
______________________________________________________________________________________

______________________________________________________________________________________
34. ANSWERS - Quantitative Sales Forecasting
1. competitors … moving … December
2.1 True
2.2 True

2.3 False

2.4 True

3.1U   
3.2U   
3.3 S   
3.4U    
3.5U    
3.6U    
3.7U    
3.8 S
4.1 Because they are only an estimate of the future based on the past; if things change (eg a brand new competitor) then the figures will be wrong. (And things always change)

4.2 Firms need to forecast their workforce needs and their capacity requirements, so they have to guess future sales levels.
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