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Table 15.2  Moving average data and calculations

Month
Unique song 

downloads (000s)
Simple moving 

average Forecast error
Squared forecast 

error

January  95

February 124

March  99

April 110 106.00 4.00 16.00

May  95 111.00 −16.00 256.00

June 100 101.33 −1.33 1.78

To use a moving average forecast method, the first decision has to be to select the number of data points 

to use for the moving average. Here, we will use three points to compute the moving average. It is reason-

ably typical to use three points, but you can use more – the more points you use, the smoother the moving 

average that results. So, the first moving average point we can calculate here is for the first three months:

Simple moving average Jan Mar( )− =
+ +

=
95 124 99

3
106

This moving average is used as the forecast for April. It is very important to remember that we are forecasting 

here. Therefore, it is illogical to use a number to forecast a period that was used to create that forecast – in 

other words, 106 is not the forecast for March, because March’s data point was used to calculate it. Rather, it 

is the forecast for April. From here, it is pretty easy to calculate the forecasts for the rest of the year.

In fact, this is done for you in Table 15.2, and the resulting forecast is plotted in Figure 15.5. Table 15.2 

also contains a number of other interesting values. One is the forecast error. Note that the actual observed 

value of sales for April is 110, and the forecast value is 106. The forecast error is (rather obviously) the 
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