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Catalog Description

Finance 425 Business Forecasting

Prerequisites. Finance 323

Business fluctuations, forecasting and related prob-
lems confronting the business firm; forecasting
techniques, specific forecasts. The use of forecasts in
the firm.



Course Objectives

Imost every business
endeavor requires some
sort of forecast. Fore-

cads are an essentia part of
making decision. Results of a
business decison are usudly
not known as the decison is
being made, since decisions can
only be made about events in
the future, not events that have
already happen. Even though
forecasts are constantly needed
most of us are very uncomfort-
able with the thought of fore-
casting.

Even though we may be
uncomfortable with forecasting
we are al pretty good forecast-
ers. Why? Because we have
managed to survive to this
point. Every day decisonsin
life dso require that we fore-
cast. Finding food, clothing, and
shdlter requires we dl make
decisions about our actions and
these decisions are based on
forecasts. If you were redly
terrible at forecasting you
probably wouldn’'t be reading
this.

So if we dl have done
forecasting, and in redlity are

pretty good at it then what's the
purpose of this course? We dl
recognize that if we could
improve our forecasts, perhaps
only margindly we would be
better decison makers. This is
very goparent in those uncom-
fortable stuations where we are
guestioned as to our “assump-
tions,” which frequently are
redly forecasts of future events.
How much better would our
decisions be if we felt more
secure about our ability to
predict outcomes?

The premise of this course
is not that we are going to
become prefect prognosticators,
but that with practice we can
become better at forecasting.
This margin of improvement
may just the be the difference
between being a labelled a
successful decison maker and
being labeled as unsuccessful.

We are going to spend the
semester looking at various
forecasting techniques. Hope-
fully when you have completed
this course you will be able to
evauate various forecasts and
the techniques used to generate
them; be able to implement new
forecasting techniques, and be



able to communicate your
forecasts to others.

My persona observations
are that you will be more suc-
cessful at learning new forecast-
ing techniques if you are ac-
tively involved in solving
problems. The exercises in this
class are desgned to have you
become involved in finding,
evauating and applying fore-
casting techniques.

An assumption of this
class is that people involved in
forecasting have access to
computers. While there is a
variety of software availlable to
ad in forecasting most comput-
ers do not have this type of
software. In fact it is fairly
expensve. SO we are going to
use as much standard software

as we can, paticularly a spread-
sheet.

Unfortunately, certain
types of forecasting techniques
are relatively difficult to imple-
ment in a spreadsheet and we
will use some specidized
software in those cases. It might
a0 be hdpful to have access to
a dtatistics package.

When you have completed
this course you should have a
good understanding and be able
to use the most popular tech-
niques currently available.

Finaly, good forecasting
requires that you have an
understanding of your environ-
ment, both in terms of specifics
and generdities. So please keep
current about general business
conditions.

Class Assignments

Class assgnments will
consst of a variety of different
experiences. Again, in order to
become familiar with forecast-
ing techniques you have to
forecast. So the assgnments are
designed to alow you to be-
come actively involved in the
learning process.

We will progress through

the basic text in chapter order.
We will dso do the exercises in
the Forecast Pro user's manud.
| expect that a significant
number of class periods will be
devoted to problem solving.
You will dso need to spend
time in the computer lab usng
the software.

Specific assgnments in
addition to the reading, will be
end-of-the-chapter questions.



(See Cdendar for problems and
due dates) These congst of two
types of problems. Some ques-
tions are verba in nature, and
others involve applying the
forecasting techniques pre-
sented in the chapter. Many of
the problems will require that
you complete them using the
appropriate software (These are
marked with an asterisk on the
cdendar.). You will need to turn
in a copy of the output. For
verba problem you will need to
be prepared to discuss these, but
the answers will not be col-
lected.

In addition each individua
will be assigned to work on a
semester’s forecast project as
part of a team. There will dso
be at least one case in addition
to those in the text. There will
be a midterm and find exam.
Semester Project

Each student will be
assigned to a team. The team
will be required to produce a
forecast. The forecast will be
presented to the class in a ora
presentation and to me as a
written report. We will assign
teams and topics a little later in
the semester.

As an example a team may
be required to forecast housing
darts for 1999 on a monthly
basis. Another team might be
assigned to develop a forecast
of retail sales for next year or a
another case that involves
forecasting.

Two teams will be as-
sgned to work independently
on each topic. This will alow
everyone in the class to see how
the two different teams ap-
proached the same task. It will
be important that the team use
severa methodologies in doing
their forecasts. Remember no
one will know if the forecadt is
accurate since it will be for next
yedr.

The listener/reader will
need to make a judgement on
the qudity of your forecast
based on the quality of your
presentation. Thus a complete
analyss will be necessary to
convince the listener that you
have done an effective job.
Homework

Problem homework will
require a computer model. One
of the neat things about the
current availability of comput-
esis tha we will be ale to



work with large data sets and
yet not spend dl of our time
doing numerical calculations. |
will make available mogt of the
data that is necessary to work
the homework problems in data
files.

Plan on using a spread-
sheet dong with specidized
software. A spreadsheet makes
an excdlent input vehicle to
numerical software since most
can read spreadshest files
directly (particularly the Lotus
wk1l file formats).

On the homework due date
please turn in a computer
printed solution to the assigned

problem (those with an aster-
iK). Please keep the models
you design on disk. You will
find that you can frequently
save time by modifying an
existing spreadshest to solve a
problem rather than creating a
new one from scratch. Buy a
few floppy disks and keep a
backup of your files!
Exams

The exams will consst of
essay and problem questions.
We will discuss the exact nature
of the exams as we get closer to
the exam dates. If you do the
assignments you should do well
on the exams.

Grades

A mgor emphass in the
grading system is to reward you
for being actively involved in
the class activities.

| believe that most impor-
tant aspect of learning how to
forecas— is to do it. Thus the
grading system will reward you
for completing assgnments and
participating in the class activi-
ties. Getting “correct answers’
by usng short cuts is much less
important than working your
way through the assgnments.
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The assgnments are weighted
as follows:

Mid-Term Exam 20%
Final 20%
Term Presentation  25%
Class Participation,
Homework, etc. 35%
Total 100%

As you can see your work on
forecasting assgnments repre-
sent the mgjority of your grade.

Grading policy
Final grade assgnment

will be done usng Figure 1.
If you are significantly
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above or below the mid point
you will recelve a plus or

minus. The above grades are an
absolute standard. If you
achieve the above percentage on
al of you work in total, then
you are assured of getting that

particular grade. | do not con-
vert your numerical scores on
assgnments into a grade until
the end of the semegter. It is
possible that you might ill
receive a higher grade than the
above if you are very close to
the cutoff line. Whether you
receive the higher grade will
depend upon a variety of indivi-
dua factors such as: the pattern
of your grades during the
semester, (Do they go up or
down—they should go up.) your
performance on homework and
your participation in class.

Term Project

We will devote the last
several weeks of the semester to
team presentations of the term
forecasting project. Two teams
will be assgned to each fore-
cast.

Both teams will be ex-
pected to have a professional
presentation ready. You may
choose the most effective way
to present your solution. |
expect that you will limit
severdy the use of the black-
board for any prepared remarks.
You might use it for answering

unexpected questions. However,
you should learn to “anticipate
unexpected questions.” | would
normally expect that you would
use professiona looking projec-
tions to present your solution.
And if you have developed
numerical solutions be prepared
to digtribute these in the form of
handouts. Do not expect the
audience to listen to a speech
without visual aids. You are free
to use other visud ads if you
believe that they will be more
effective a presenting your
solution.

In developing your presen-



tation remember to have a
beginning, a middle, and an
end. Fird, give the audience
some idea of where you are
going. Second, take them there
in a logica, graight forward
manner. Third, give a brief
summary of your conclusion a
the end of your presentation.

We will determine on the
day of the presentation which
team will go first. The second
team should concentrate on the
differences between the first
team and them when it comes
time for them to present their
results. The purpose of this is
to alow another team, who is
very familiar with the topic, a
chance to help clarify the issues,
the assumptions, and the fore-
cast. This should enhance the
opportunity for everyone to
learn. We will then spend a few
minutes discussing the results
as a group.

Both teams are required to
turn in a written forecast to me
on the day of their presentation.
Grade Distribution

| will assume that grades
on team work will be equdly
distributed. If the team wishes
to unequally distribute points

then due the next period after a
case is presented is a distribu-
tion of points for each team
member to be determined by the
team. These points are to
assigned based on the teams
collective opinion as to the
relative overall contribution of
each individual during the
evauation period. You can
assign a weight for each indi-
vidua between zero (no credit)
and one (full credit). Whatever
you decide is find. | will not
participate, change or do any-
thing to dter the judgement of
the team. In the grading process
those with low scores will have
their grade lowered, no one will
have their grade raised.
Writing Reports

In generd any materia that
you turn in should be printed
and well written. How well
something is written will likely
have a direct bearing on the
reaction of the reader. No matter
how clever you are, if the report
is poorly written and has an
unprofessional format the reader
will likely react negatively. This
is true whether it's a college
professor, a potentid employer,
or your boss!



In writing your report
remember that a busy executive,
the type of individua you will
likely be writing reports for,
expects you to come to the point
quickly and to support your
recommendation and analysis.

The executive does not
expect to have to do the work
that you were hired to do. For
example do not say, “if you look
a the appendix materia care-
fully you will see.....” It is your
job in the report to do the
anaysis and tell the individual
what the results are. Thus a
report is not a compendium of
data. So carefully describe what
your results are and how and
why you arrived at the results.
Remember that no one will be
able to judge whether the
forecast you supply is accurate
50 the reader will be forced to
asess the report by judging the
qudity of your arguments

While it is probably
required that you attach
supporting documents, tables
etc. the report should be
understandable and definitive
even if the supporting docu-
ments were removed from the
report.

Contacting Me

If you have a problem
with any class assignment
please contact me immediately
S0 that we may discuss your
Stuation. It might be possible to
reach an accommodation with
respect to class requirements
and your particular Stuation.
But problems do not improve
with age! A successful resolu-
tion may not be possible if you
delay in contacting me. You can
adways leave a phone or Emall
message, if dl dse fals, and
then see me during my office
hours.

| keep dl of your exams
and assgnments that you turn in
to me and you are welcome to
come in and discuss them. This
term will go faster than you
think. So please don't let prob-
lems pile up.

My office is in SS 3367.
You can cdl me at 594-3027.
This number is on voice mal so
you can leave a message 24
hours a day, every day. My cdll
phone number is 977-8596. Y ou
can send eectronic mail to
pieter.vandenberg@sdsu.edu.
My office hours are from 2:30



to 3:30 PM Tuesdays and
Thursdays.

| assume dl of you have an
emall address. if you don’'t you
can obtain one by choosing one
of the loca computers and
opening an account on it.

Resource M aterial

The following are the
resource materials | recommend
you have access to:

Text: Dde G. Bals ad
Larry G. Peppers, Business
Fluctuatons (B&P) 2nd Edition,
Prentice-Hall.

Notes: Pieter A
Vandenberg Business Forecast-
ing Lecture Notes, Montezuma
Press.

Manual: Busness Fore-
cast Systems, Forecast Pro For
Windows (FPW).

Computer: Any spread-
sheet and possibly a general
Purpose Statistical Program
(Minitab is an example)

The Software

In addition to a preadsheet
we will be usng Forecast Pro
for Windows (FPW). This
software is avallable in the
library computer lab and the
manua is available in the
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bookstore.

| evaluated a number of
aternative packages and found
this one very powerful and
relaively easy to use (but it will
take some learning time). It
does have a very powerful
expert system feature, some-
thing most statistical programs
don't have. This expert system
suggests the appropriate fore-
casting technique given the data
that you supply.

The expert system dso
applies to a technique com-
monly called Box-Jenkins
(ARIMA). One of the difficult
things about ARIMA models is
“identification.” FPWsuggests
an appropriate ARIMA modd.

The expert system is very
helpful, but remember that the
program can only judge the
relationships that are in the data.
It cannot make judgements
about things that are not part of
the data. So be careful, you can
eadly fool the software. You
might forecast that the GM will
have record sdes for the year
based on higtorical data, but the
software has no way to discover
that there was a drike, which
makes al predictions suspect.



Finance 425 Planning Calendar Fall 2003

Sunday Augest 31 | Sunday September 7
Monday September 1 | Monday 8
Holiday
Tuesday 2 | Tuesday 9
Introduction
[C1-3,4,15H

Office Hours 2:30 -3:30 PM Office Hours 2:30 -3:30 PM
Wednesday 3 | Wednesday 10
Thursday 4 | Thursday 11
B&P 1
FPW (Browse) B&P 2

Office Hours 2:30-3:30 PM Office Hours 2:30-3:30 PM
Friday 5 | Friday 12
Saturday 6 | Saturday 13
AUGUST SEPTEMBER OCTOBER

1 2 1 2 3 4 5 6 12 3 4

3 45 6 7 8 9
10 11 12 13 14 15 16
17 18 19 20 21 22 23
24 25 26 27 28 29 30
31

7 8 9 101112 13
14 15 16 17 18 19 20
21 22 23 24 2526 27
28 29 30

HMeans Chapter 1 problems 3,4, and 15

5 6 7 8 9 10 11
12 13 14 1516 17 18
19 20 21 2223 24 25
26 27 28 2930 31
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Finance 425 Planning Calendar Fall 2003

Sunday September 14 |Sunday 21
Monday 15|Monday 22
Last Day to drop

Tuesday 16 | Tuesday 23
C2'9*] B&P 3 [03_16*‘27*]

FPW Lessoped aNd2 s 2:30 -3:30 PM Office Hours 2:30 -3:30 PM
Wednesday 17 |Wednesday 24
Thursday 18| Thursday 25
FPW Lesson 6 B&P 4

B&P 3[C3-18,19,20,21,22]
Office Hours 2:30-3:30 PM

Office Hours 2:30-3:30 PM

Friday 19| Friday 26
Saturday 20 | Saturday 27
AUGUST SEPTEMBER OCTOBER

1 2 1 2 3 4 5 6 1 2 3 4

3 4 5 6 7 8 9
10 11 12 13 14 15 16
17 18 19 20 21 22 23
24 25 26 27 28 29 30
31
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7 8 9 101112 13
14 15 16 17 18 19 20
21 22 23 24 2526 27
28 29 30

5 6 7 8 9 10 11
12 13 14 1516 17 18
19 20 21 2223 24 25
26 27 28 2930 31



Finance 425 Planning Calendar Fall 2003

Sunday September 28| Sunday October 5
Monday 29| Monday 6
Tuesday 30| Tuesday 7
[C4-1%,3,4,6,11,20] [C5-2,3,6,7,8,9]

Office Hours 2:30 -3:30 PM Office Hours 2:30 -3:30 PM
Wednesday October 1| Wednesday 8
Thursday 2| Thursday 9

[C5-15%,17%,18%]
B&P 5 Office Hours 2:30-3:30 PM Office Hours 2:30-3:30 PM
Friday 3| Friday 10
Saturday 4| Saturday 11
AUGUST SEPTEMBER OCTOBER
1 2 1 2 3 4 5 6 1 2 3 4

3 4 5 6 7 8 9
10 11 12 13 14 15 16
17 18 19 20 21 22 23
24 25 26 27 28 29 30
31

7 8 9 101112 13
14 15 16 17 18 19 20
21 22 23 24 2526 27
28 29 30

5 6 7 8 9 10 11
12 13 14 1516 17 18
19 20 21 2223 24 25
26 27 28 2930 31
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Finance 425 Planning Calendar Fall 2003

Sunday 10ctober 2| Sunday October 19
Monday 13| Monday 20
Tuesday 14| Tuesday 21

Catch up and Review
Office Hours 2:30 -3:30 PM

B&P 6 [C6-1,9,11,12,13,,16,20]
Office Hours 2:30 -3:30 PM

Wednesday 15

Wednesday 22

Thursday 16

Mid-Term Exam
Office Hours 2:30-3:30 PM

Thursday 23
[C6-2%,21%,26%]
FPW Lesson 6

Office Hours 2:30-3:30 PM

Friday 17| Friday 24
We’'re half way!
Saturday 18| Saturday 25
SEPTEMBER OCTOBER NOVEMBER
1 2 3 4 5 6 1 2 3 4 1

7 8 9 1011 12 13
14 15 16 17 18 19 20
21 22 23 24 25 26 27
28 29 30

5 6 7 8 9

14

12 13 14 1516 17 18
19 20 21 2223 24 25
26 27 28 2930 31

10 11 2 3 4 5 6 7 8
9 1011 12 13 14 15
16 17 18 19 20 21 22
23 24 25 26 27 28 29

30



Finance 425 Planning Calendar Fall 2003

Sunday October 26| Sunday November 2
Monday 27| Monday 3
Tuesday 28| Tuesday 4
B&P 7

[C7-1,2,3,C7-7*,10%,11%]
Office Hours 2:30 -3:30 PM

B&P 8 [C8-1,2,5,6,11]
Office Hours 2:30 -3:30 PM

Wednesday 29| Wednesday 5
Thursday 30| Thursday 6
FPW Lessons 3,4 [C8-16*,19%]

Office Hours 2:30-3:30 PM Office Hours 2:30-3:30 PM
Friday October 31| Friday 7
Saturday November 1| Saturday 8
SEPTEMBER OCTOBER NOVEMBER

1 2 3 4 5 6 1 2 3 4 1

7 8 9 1011 12 13
14 15 16 17 18 19 20
21 22 23 24 25 26 27
28 29 30

5 6 7 8 9 10 11
12 13 14 1516 17 18
19 20 21 2223 24 25
26 27 28 2930 31

2 3 4 5 6 7 8
9 1011 12 13 14 15
16 17 18 19 20 21 22
23 24 25 26 27 28 29
30

15



Finance 425 Planning Calendar Fall 2003

Sunday November 9| Sunday November 16
Monday 10 Monday 17
Tuesday 11| Tuesday 18

Harmon Foods written report due (all

B&P 9[C9-1,16,17] teams)

Office Hours 2:30 -3:30 PM Office Hours 2:30 -3:30 PM
Wednesday 12| Wednesday 19
Thursday 13| Thursday 20
[C9-13%,14%,15] Presentation

Office Hours 2:30-3:30 PM Office Hours 2:30-3:30 PM
Friday 14| Friday
Saturday 15| Saturday
OCTOBER NOVEMBER

1 2 3 4
5 6 7 8 9 10 11
12 13 14 15 16 17 18
19 20 21 22 23 24 25
26 27 28 29 30 31

16

1
2 3 4 5 6 7 8
9 1011 1213 14 15
16 17 18 19 20 21 22
23 24 25 26 27 28 29
30

DECEMBER

1 2 3 4 5 6
7 8 9 1011 12 13
14 15 16 17 18 19 20
21 22 23 24 25 26 27
28 29 30 31



Finance 425 Planning Calendar Fall 2003

Sunday November 23 |Sunday November 30
Monday 24 |Monday December 1
Tuesday 25 | Tuesday 2
Presentation Presentation

Office Hours 2:30 -3:30 PM Office Hours 2:30 -3:30 PM
Wednesday 26 |Wednesday 3
Thursday 27 | Thursday 4
Thanksgiving Presentation

Office Hours 2:30-3:30 PM
Friday 28 |Friday 5
Holiday
Saturday 29 |Saturday 6
OCTOBER NOVEMBER DECEMBER
1 2 3 4 1

1 2 3 4 5 6

5 6 7 8 9 10 11
12 13 14 15 16 17 18
19 20 21 22 23 24 25
26 27 28 29 30 31

2 3 4 5 6 7 8
9 1011 1213 14 15
16 17 18 19 20 21 22
23 24 25 26 27 28 29
30

7 8 9 1011 12 13
14 15 16 17 18 19 20
21 22 23 24 25 26 27
28 29 30 31
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Finance 425 Planning Calendar Fall 2003

Sunday December 7 | Sunday December 14
Monday 8 Monday 15
Tuesday 9| Tuesday 16
Presentation

Office Hours 2:30 -3:30 PM
Wednesday 10| Wednesday 17
Thursday 11| Thursday 18
Presentation

Office Hours 2:30-3:30 pM | Final Exam 10:30-12:30 PM
Friday 12| Friday 19

Last Day of Classes
Saturday 13| Saturday 20
NOVEMBER DECEMBER JANUARY

1 1 2 3 4 5 6 1 2 3

2 3 4 5 6 7 8
9 1011 12 13 14 15
16 17 18 19 20 21 22
23 24 25 26 27 28 29
30
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7 8 9 101112 13
14 15 16 17 18 19 20
21 22 23 24 25 26 27
28 29 30 31

4 5 6 7 8 9 10
11 12 13 14 15 16 17
18 19 20 21 22 23 24
25 26 27 28 29 30 31



Finance 425 Planning Calendar Fall 2003

Sunday December 21 | Sunday December 28
Monday 22 | Monday 29
Tuesday 23 | Tuesday 30
Wednesday 24 | Wednesday 31
Thursday 25 | Thursday January 1
Friday 26 | Friday 2
Saturday 27 | Saturday 3
NOVEMBER ) oecEMeER A

2 3 4 5 6 7 8

9 1011 12 13 14 15
16 17 18 19 20 21 22
23 24 25 26 27 28 29

30

7 8 9 101112 13
14 15 16 17 18 19 20
21 22 23 24 25 26 27
28 29 30 31

4 5 6 7 8 9 10
11 12 13 14 15 16 17
18 19 20 21 22 23 24

25 26 27 28 29 30 31
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Notes
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