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Figure 15.13

The output is shown in Figure 15.14. I would recommend copying and pasting the chart into another 

sheet so you can enlarge it and get a better idea of the seasonal pattern. Another good idea is to change 

the labels on the horizontal axis to the actual years.

Figure 15.14

We will now use the same data to look at exponential smoothing. As before, select Data Analysis but this 

time choose Exponential Smoothing. The pop-up dialog box, Figure 15.15, is similar to the moving aver-

age one, except you need to enter a damping factor (1 − α). I have chosen 0.8 as an initial guess, but if 

you want to be more scientific you will need to calculate the MSE value for each smoothing constant α
 and select the one which has the lowest value for the MSE. As a rule of thumb, if your data contains a lot 

of variation then a small value for the smoothing constant is preferred.

Figure 15.15
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