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TOPIC 6: FORECASTING 
 

Solutions to Practice Problems 
 

1.  a.  31.70
16

)75(3)100(5)50(8
=

++
=AugustWMA  

      
b. Naïve forecast for August = Actual demand in July = 50 

 
2.  a.  The exponential smoothing solution is as follows: 
   

Period Demand Forecast 
1   7 5 
2   9 4.5)57(2.05 =−+  
3   5 12.6)4.59(2.04.5 =−+  
4   9 896.5)12.65(2.012.6 =−+  
5 13 5168.6)896.59(2.0896.5 =−+  
6  81344.7)5168.613(2.05168.6 =−+  

 
b. The MAD and MSE can be calculated as the following (the forecasting data are 

rounded to two decimal places to simplify the calculation): 
 

Period Demand Forecast Error |Error| Error² 
1   7 5.00 2.00 2.00 4.00 
2   9 5.40 3.60 3.60 12.96 
3   5 6.12 -1.12 1.12 1.25 
4   9 5.90 3.10 3.10 9.61 
5 13 6.52 6.48 6.48 41.99 
6 12 7.81 4.19 4.19 17.56 
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3.  The solutions to part (a) and (b) are listed in the following table:   
 

 
Month        Sales MA (3-month) MA (5-month) 
January 9   
February 7   
March 10   
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April 8    (9 + 7 + 10) / 3 = 8.7  
May 7 (7 + 10 + 8) / 3 = 8.3  
June 12 (10 + 8 + 7) / 3 = 8.3 (9 + 7 + 10 + 8 + 7) / 5 = 8.2 
July 10 (8 + 7 +12) / 3 = 9.0 (7 + 10 + 8 + 7 + 12) / 5 = 8.8 
August 11 (7 + 12 + 10) / 3 = 9.7 (10 + 8 + 7 + 12 +10) / 5 = 9.4 
September 12 (12 + 10 + 11) / 3 = 11.0 (8 + 7 + 12 + 10 + 11) / 5 = 9.6 
October 10 (10 + 11 +12) / 3 = 11.0 (7 + 12 + 10 + 11 + 12) / 5= 10.4 
November 14 (11 + 12 + 10) / 3 = 11.0 (12 + 10 + 11 + 12 + 10) / 5 = 11.0 
December 16 (12 + 10 + 14) / 3 = 12.0 (10 + 11 + 12 + 10 + 14) / 5 = 11.4 

 
c. The MADs for the 3-month and 5-month moving average are: 
 

Month           Sales 

 
MA  

(3-month) 
|Error|  

(3-month) 

 
MA 

(5-month) 
|Error|  

(5-month) 
January 9     
February 7     
March 10     
April 8 8.7 0.7    
May 7 8.3 1.3    
June 12 8.3 3.7  8.2 3.8 
July 10 9.0 1.0  8.8 1.2 
August 11 9.7 1.3  9.4 1.6 
September 12 11.0 1.0  9.6 2.4 
October 10 11.0 1.0  10.4 0.4 
November 14 11.0 3.0  11.0 3 
December 16 12.0 4.0  11.4 4.6 
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     Therefore, the 3-month moving average is a better forecasting method to use. 
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4.  a.  )(1 tttt FDFF −+=+ α    
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5.  a. ( ) 33.193/172120 =++  
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( ) 33.213/212023 =++  
 
     b. ( ) 75.1817*5.21*25.20*25. =++  
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MAD for b 
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     d.  MSE for a 
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MSE for b 
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     e.  Use the 3-month weighted average because it was more accurate. 
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     f.  MAD for a 
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MSE for b 
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