ADM 4307 Business Forecasting Analytics
Practice Questions

	Chapters:
	1-2-3
	
	Name:
	

	Topics:
	Introduction, Basic Methods
	
	Student #:
	

	Date:
	Sept. 21, 2020
	
	
	



True/False and Multiple-Choice Questions
Read each question carefully, and then CIRCLE THE ANSWER that best fits the question.

1. 	Forecasting techniques generally assume that the same causal system that existed in the past will continue to exist in the future.
A)	TRUE
B)	FALSE

2.	Forecast accuracy tends to increase as the time horizon increases. 
A)	TRUE
B)	FALSE

3.	Time series techniques involve identification of explanatory variables that can be used to predict future demand.
A)	TRUE
B)	FALSE

4.	The naive approach to forecasting requires a linear trend line.
A)	TRUE
B)	FALSE

5.	Correlation measures the strength and direction of a relationship between variables. 
A)	TRUE
B)	FALSE

6.	Which simple forecasting method says the forecast is equal to the last value plus the average change?
a.	Average Method				b.	Naïve Method
c.	Seasonal Naïve Method			d.	Drift Method

7.	Forecasts can help a manager to do all of the following EXCEPT: 
A.	reduce uncertainty in planning.
B. 	design the system.
C.	plan the medium-term use of the system.
D. 	schedule the short-term use of the system.
E. 	predict the future precisely
8.	The forecast error is the difference between the actual value and the forecast value for a given period.
A)	TRUE
B)	FALSE

9.	All of the following are true about forecasts EXCEPT: 
A.	become less accurate with longer time horizons.
B.	are less accurate for individual items than for groups of items.
C.	are always perfect.
D.	are usually the responsibility of operating managers to prepare.
E.	assume the same underlying causal system in the future as the past.

10. 	The primary difference between seasonality and cycles is: 
A. 	the duration of the repeating patterns.
B. 	the magnitude of the variation.
C. 	the ability to attribute the pattern to a cause.
D. 	There is more forecasting "noise" in a cycle.
E. 	There is less forecasting "noise" in a cycle.

11.	For the data given below, if the time series was assumed to be stable, what would the naive forecast be for the next period?

	Period
	Demand

	1
	58

	2
	61

	3
	60

	4
	61


A. 	58				B.	62
C. 	59.5				D. 	61
E. 	60.5

12. 	Which term most closely describes what associative forecasting techniques are based on? 
A. Time series data
B. Linear relationships
C. The Delphi technique
D. Consumer survey
E. Predictor variables

13. Which of the followings are conducted in the preliminary (exploratory) analysis in a forecasting task?
I) Visual inspection
II) Simple descriptive statistics
III) Decomposition analysis
IV) Fitting a model

A. I, II only			B. I, II, III
C. II, III, IV			D. I, II, IV
E. I, III, IV

14. 	The mean absolute deviation (MAD) is used to: 
A. estimate the trend line.
B. eliminate forecast errors.
C. measure forecast accuracy.
D. seasonally adjust the forecast.
E. measure average data.

15. 	All of the following are used to measure forecast errors EXCEPT? 
A. Mean absolute difference (MAD)
B. Mean weighted moving average (MWMA)
C. Mean absolute percentage error (MAPE)
D. Mean squared error (MSE)

16. 	Given forecast errors of -5, -10, and +15, what is the mean absolute deviation (MAD)? 
A. 0				B. 10
C. 30				D. 175
E. 7.5

17. 	Sales for a product have been consistent over several years, although showing a steady upward trend. The company wants to understand what drives sales. The best forecasting technique would be: 
A. trend models.
B. judgmental methods.
C. moving averages.
D. regression models.
E. exponential smoothing techniques

18. 	A company is conducting long-term planning of which types of services they should offer. Which of the following forecasting techniques are they most likely to use? 
A. Trend models
B. Executive opinion
C. Regression models
D. Simple exponential smoothing
E. Naïve method

19.	The correlation coefficient for two real-valued variables is –0.85. What does this value tell you?
A. 	The attributes are not linearly related.
B. 	As the value of one attribute increases the value of the second attribute also increases.
C. 	As the value of one attribute decreases the value of the second attribute increases.
D. 	The attributes show a curvilinear relationship.

20.	Visualization technique that summarizes the relationships of several pairs of variables
	A.	Box plots			B.	Histogram
	C.	Scatter plots			D.	Contour plots
	E.	None of above
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