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Month

Unique song 
downloads 

(000s)

Exponential 
smoothing 
forecast Forecast error

Squared 
forecast error

Smoothing 
constant

June 100 100.02 −0.02 0.00

July 115 100.01 14.99 224.56

August   87 102.26 −15.26 232.95

September 120 99.97 20.03 401.07

Mean square 
forecast error

October 100 102.98 −2.98 8.86

November   97 102.53 −5.53 30.59

December 120 101.70 18.30 334.85

Totals 62.97 2223.39 247.04
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Figure 15.6
Exponential 
Smoothing 
Forecast

From there, it is reasonably simple to do the calculation for period 3, once you decide on a smoothing 

constant, which for now I have chosen to be 0.15:

F3 = 0.15Y2 + 0.85F2

= 0.15 × 124 + 0.85 × 95

= 99.35

You can easily generate a forecast for period 4, once you have the actual data for period 3, and so forth. 

Continuing the calculations will get you the values in Table 15.3, which are then plotted in Figure 15.6. 

You can see that the exponential smoothing method works well to smooth out the fluctuations in the 

data. You could also use the data here to get a forecast for the next month – January of the coming year. 

Simply input the actual and forecast values for December into the formula. That would be a good exercise 

for you, I think. 
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