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WHAT MAKES A GOOD FORECAST?

! Accuracy
" If the forecast is wrong, it hurts

! Responsiveness
" Responding appropriately to changing demand
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WHAT MAKES A GOOD FORECAST DIFFICULT TO ACHIEVE?

! Responsive, but not too responsive
" Some changes in demand are lasting
" Some changes in demand are events that do not repeat

! Too Responsive?
" You’ll either be overbuying or risking service
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WHAT ARE THE CURRENT CHALLENGES?

! Creating profiles is subjective and time consuming
! No standard way to train buyers to identify 

seasonal items (other than looking at the charts)
! Generic profiles are not precise
! There is no easy way to identify items that are no 

longer seasonal
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SO WHAT CAN YOU DO?

! Trust your intuition
" Uh, good luck with that

! Design the system to find and adapt to patterns
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TAKING ADVANTAGE OF PATTERNS
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ITEMS HAVE DIFFERENT SELLING PATTERNS
CONTINUOUS CONTINUOUS REPETITIVE SEASONAL SELLING

INTERMITTENT LUMPY
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WHICH HAVE A PATTERN?
CONTINUOUS CONTINUOUS REPETITIVE SEASONAL SELLING

INTERMITTENT LUMPY
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THESE TWO DO
CONTINUOUS REPETITIVE SEASONAL SELLING
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CAN WE DO ANYTHING FOR THE OTHERS?
CONTINUOUS

INTERMITTENT LUMPY
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THIS ONE HAS NO PATTERN

CONTINUOUS
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THERE IS A SIMILARITY HERE
INTERMITTENT LUMPY

A SOLUTION IS AVAILABLE NOW
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SEASONAL PROFILE

Demand Classification and Seasonal Identification

AssignCategorizeValidateGenerateEvaluateClassify 
Demand AssignCategorizeValidateGenerateEvaluate
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CLASSIFY DEMAND

Classify based on their demand 
! (History) characteristics 
! Product Life cycle 
! Sparsity   
! Volatility  
! Velocity 

SEASONAL PROFILE
Classify 
Demand AssignCategorizeValidateGenerateEvaluate

SEASONAL PROFILE

AssignCategorizeValidateGenerateEvaluate
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CLASSIFY DEMAND
SKU

Others

Continuous

New

Non-Seasonal 

Seasonal Selling

Unassigned

Non-Continuous

Intermittent ObsoleteLumpy

Seasonal Non-Seasonal

Seasonal Obsolete

Velocity Classification

Volatility Classification
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EVALUATE
SEASONAL PROFILE

Classify 
Demand AssignCategorizeValidateGenerateEvaluate AssignCategorizeValidateGenerateEvaluateEvaluate
Classify 
Demand

Pattern 
Match Score:

92%=

Pattern 
Match Score:

21%

! Year over year 
pattern match

! Adjusts to account 
for calendar flips

! Establishes repeatability 
through pattern 
recognition algorithms 

Item 1

Item 2

=
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GENERATE

! Pattern blending

! Year over year importance 
automatically incorporated 

! Seasonal significance measured and 
the profile automatically adjusted 

Item 1

SEASONAL PROFILE
Classify 
Demand AssignCategorizeValidateGenerateEvaluate AssignCategorizeValidateGenerateEvaluate Generate
Classify 
Demand
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VALIDATE

! Back test the seasonal profile 

"Validate before accepting to improve confidence in the profile 

! Seasonal Value Add (SVA) 
" Measure of value add to forecast
" The higher the value, the higher the expected forecast accuracy

Seasonal 
Value Add:

65%=
Item 1

SEASONAL PROFILE
Classify 
Demand AssignCategorizeValidateGenerateEvaluate AssignCategorizeValidateGenerateEvaluate Validate
Classify 
Demand
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ADVANCED SEASONALITY LIST
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ADVANCED SEASONALITY
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ADVANCED SEASONALITY
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ADVANCED SEASONALITY
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ADVANCED SEASONALITY
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CLASSIFY DEMAND

! Seasonal match score is a «strength of pattern» 
measurement that takes year over year repeatability 
into account. Higher values mean higher pattern 
consistency.

! Seasonal match threshold is the minimum 
required value to proceed further with profile 
generation.

SEASONAL PROFILE
Classify 
Demand AssignCategorizeValidateGenerateEvaluate

SEASONAL PROFILE

AssignCategorizeValidateGenerateEvaluate
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CLASSIFY DEMAND

! The seasonal value add is a proxy for relative 
improvement of forecast accuracy vs. no 
profile. Higher values generally correspond with 
lower standard deviation (when compared with 
history).

SEASONAL PROFILE
Classify 
Demand AssignCategorizeValidateGenerateEvaluate

SEASONAL PROFILE

AssignCategorizeValidateGenerateEvaluate
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CLASSIFY DEMAND

! The strong/high/med/low is a measure of the 
relative improvement in forecastability that also 
considers year-over-year information. This is verified 
via back-testing the profile against history.

! The Seasonal Value Add threshold is the first step 
in calculating strong/high/medium/low. It must first 
pass this minimum improvement threshold to be 
further classified.

SEASONAL PROFILE
Classify 
Demand AssignCategorizeValidateGenerateEvaluate

SEASONAL PROFILE

AssignCategorizeValidateGenerateEvaluate
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ADVANCED SEASONALITY
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ADVANCED SEASONALITY
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EXISTING AND PROPOSED PROFILES
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ADVANCED SEASONALITY
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VALUE PROPOSITION

IMPROVED PLANNING

SPEED

CONFIDENCE

! Auto-assign (based on configuration) 
! Auto-run (based on schedule) 
! Categorized seasonal strength analytics 

! Improved Forecast Accuracy 
! Reduced Safety Stock 
! Reduced Forecast Exceptions 
! Aligned Inventory 

! Evaluating if a profile is a good fit 
! Evaluating whether a profile is a help or a hindrance 
! Metrics driven by pattern recognition 




