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Introduction to Forecasting

Mastering Forecasting for Better Decision-Making

DEFINITION

Forecasting is the process of predicting future events based on historical data and analysis. It helps businesses make
informed decisions by estimating future trends.

KEY CONCEPTS

Time Series Analysis Causal Forecasting

A method that analyzes data points collected or recorded at This approach uses relationships between variables to predict
specific time intervals to identify trends and patterns. future outcomes, often relying on external factors.
Qualitative Forecasting Quantitative Forecasting

Involves subjective judgment and intuition rather than numerical Utilizes mathematical models and historical data to produce
analysis, often used when data is scarce. forecasts, suitable for data-rich environments.

Forecast Accuracy

A measure of how close the forecasted values are to the actual

outcomes, crucial for evaluating forecasting methods.

EXAMPLES MEMORY TIPS COMMON MISTAKES

- Using past sales data to predict next * Remember 'Time Series' as 'Time Tells X Neglecting to account for external
quarter's revenue. Trends'. factors in causal forecasting.

- Estimating future customer demand * Use 'Causal = Cause' to link variables. X Relying solely on qualitative methods
based on seasonal trends. * Think 'Qualitative = Questioning' for without data support.

- Projecting economic growth using subjective insights. X Failing to regularly update forecasting
historical GDP data. models with new data.

QUICK RECAP

Forecasting is essential for predicting future events based on historical data. Understanding key concepts like time series and

causal forecasting can enhance accuracy and decision-making.
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