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The next technique to look at is regression analysis and forecasting. Using Excel to do this is exactly the 

same as when we covered regression analysis. If you remember, we attempted to fit a straight line (linear 

analysis) to our data. We will attempt to use a regression model to forecast the number of households 

who will switch their electricity supplier for the first quarter of 2014. In order to make the numbers easier 

to read, I have divided the raw data by 1000000 and put the results in a new column as shown in Figure 

15.16. Also, rather than divide each year into quarters, I have assigned a number to each time period 

(column B). The values in this column will form our dependent variable (if you are not sure why we can 

do this, have a look at Above and Beyond Box 15.3). 

Figure 15.16

Figure 15.17 shows the summary statistics output from Excel. They tell us that our model is not particu-

larly good (R2 has a value of only 0.076, i.e. our model only accounts for 7.6% impact), the F ratio is only 

3.48, and so on. But let’s use it in an attempt to forecast quarter 1 switches for 2014. According to our 

model the regression equation is: 

 y = + − =1 21 45 0 005 0 985 106. ( . ) . ×

The actual value was 0.745 × 106, which means our model was out by 240,000 households! We could have 

saved ourselves a lot of work if we had followed the good advice of always plot your data first since then 

we would have seen the data behaving as shown in Figure 15.11, not a linear relationship by any stretch 

of the imagination.

Figure 15.17
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