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Finally SPSS produces the usual model statistics tables for you to interpret (see Figure 15.36) which, if you 

just used them to make a judgement, would probably say it is a good model since R2 = 0.707. So the final 

moral for this chapter is: if possible plot your data so you can see what is going on.

SUMMARY

Well, I have to say that writing this chapter was pretty interesting for me! Forecasting has always been 

something I have shied away from in the past, and time series models have been a mystery to me for 

many years. In light of this chapter, though, it can be seen that they are reasonably simple extensions of 

the regression approach. In fact, an understanding of forecasting methods will prove to be highly useful 

in general life, with so much of today’s world dependent on economic variables, and forecasting playing 

such a key role in our current affairs. 

From here, we are so close to finishing our journey through quantitative analytics for business that I 

bet you can almost taste it! I certainly can. It is a nice flavour. In the next chapter – the final one – many 

mysteries will be revealed. But, mainly, we will focus on using quantitative analysis to perform quality 

control tasks, a key task for the modern business analyst.

final checklist

You should have covered and understood the following basic content in this chapter:

;; The main reason behind forecasting, and 

what a time series is.

;; What the trend, seasonal, cyclical and irregu­

lar components of a time series represent.

;; How smoothing can help to remove irregu­

lar components from a stable time series, 

and the different methods of smoothing: 

moving averages, weighted moving aver­

ages and exponential smoothing.

;; How to use a linear model to model and 

project a trend in a time series.

;; How to discover and remove seasonal 

components from a time series.

;; How multiple regression methods can be 

incorporated into a time series framework 

to make more accurate forecasts.

EXERCISES

1.	 Table 15.13 shows the data on transformers used within the electricity supply industry. The total number of 

losses column records the number of transformers that became unusable due to failure. The cost column 

reports the cost in dollars to the industry.

a.	 Could a moving average technique be used to predict failures for subsequent years? Explain your 

answer, giving reasons why the technique is suitable or unsuitable for this type of analysis.

b.	 How could you validate your answer to part (a)?
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