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Month
Unique song 

downloads (000s)
Simple moving 

average Forecast error
Squared forecast 

error

July 115 101.67 13.33 177.78

August   87 103.33 −16.33 266.78

September 120 100.67 19.33 373.78

Mean square 
forecast error

October 100 107.33 −7.33 53.78

November   97 102.33 −5.33 28.44

December 120 105.67 14.33 205.44

Totals 4.67 1379.78 153.31
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difference between the observed value of the data point and the forecast value. Of course, you will also 

note that the forecast error can be positive or negative, depending on whether the forecast is low or high 

compared with the actual data point. You can therefore probably guess why we calculate a squared fore-

cast error, but I will keep you in suspense for a little while. Maybe you should have a break now.

The Accuracy of Forecasts

OK, let’s talk about accuracy. It seems obvious that the key criterion in selecting which forecasting method 

to use should be how accurate the results are. Obviously, more accurate is better. You should now realize 

what we use the squared forecast error values for in Table 15.2. Yes, you can use these to compute a useful 

measure of the accuracy of your forecast, by taking their average. Using the value for total squared error 

in Table 15.2, and dividing by the number of periods you forecasted, will give:

Average of the sum of squared errors = 1379.78/9 = 153.31
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