Group Assignment 1


Forecasting
Problem 1:

The trend in interest rates over the past decade has been generally downward. So as mortgage interest rates dip, homeowners consider refinancing home loans. Suppose that the manager of a given bank is interested in forecasting the number of homeowners refinancing their home mortgage for a better interest rate. 

	Year
	# Refinanced
	Year
	# Refinanced

	1986
	85
	1994
	126

	1987
	50
	1995
	178

	1988
	123
	1996
	132

	1989
	99
	1997
	190

	1990
	167
	1998
	122

	1991
	112
	1999
	145

	1992
	134
	2000
	150

	1993
	200
	2001
	145


Develop a forecast model using the method you believe best, and justify your selection using a measure (or measures) of forecast accuracy. 

 (45 Points)
Problem 2:


This data is from the Best Buy Co., Inc. Best Buy (NYSE:BBY), headquartered in Eden Prairie, Minnesota, is the largest volume specialty retailer of consumer electronics, personal computers, entertainment software, and appliances. In August of each year, Best Buy purchases mainframe MIPS (MIPS, millions of  instructions per second, are a measure of computing resources) in anticipation of the coming holiday season. For planning and budgeting purposes they also wish to forecast the number of MIPS needed the following year.

Best Buy Corporation actually used this data to predict computer usage in order to budget for and purchase an appropriate amount of computing power.  Develop a forecasting method for the given data. 
	Date
	MIPS
	Date
	MIPS

	1-Aug-96
	145.2
	1-Aug-98
	269.4

	1-Sep-96
	150.5
	1-Sep-98
	218.9

	1-Oct-96
	153.1
	1-Oct-98
	254.8

	1-Nov-96
	136.1
	1-Nov-98
	272.1

	1-Dec-96
	162.6
	1-Dec-98
	297.3

	1-Jan-97
	143.5
	1-Jan-99
	274.5

	1-Feb-97
	145.9
	1-Feb-99
	279.4

	1-Mar-97
	148.3
	1-Mar-99
	292.3

	1-Apr-97
	169.1
	1-Apr-99
	301.7

	1-May-97
	165.1
	1-May-99
	304.9

	1-Jun-97
	167.5
	1-Jun-99
	347.8

	1-Jul-97
	179.1
	1-Jul-99
	358

	1-Aug-97
	192.9
	1-Aug-99
	397.5

	1-Sep-97
	187.9
	1-Sep-99
	428.2

	1-Oct-97
	212
	1-Oct-99
	432.6

	1-Nov-97
	191.1
	1-Nov-99
	453.8

	1-Dec-97
	219.5
	1-Dec-99
	534.8

	1-Jan-98
	196.1
	1-Jan-00
	472.3

	1-Feb-98
	222
	1-Feb-00
	436.5

	1-Mar-98
	226.6
	1-Mar-00
	466.4

	1-Apr-98
	214.1
	1-Apr-00
	425

	1-May-98
	206.6
	1-May-00
	416.6

	1-Jun-98
	218.3
	1-Jun-00
	485.1

	1-Jul-98
	235
	1-Jul-00
	498.5


 (55 Points)

Report format for Take-home Test

Report must be typed with all pages stapled. I will deduct 10% points otherwise. Use only the front side of the paper. Every report should include a front page. 
1. Prepare a front page with the names of your group members on your report. If I don’t see your name on the submission, I cannot assign you any grade. Your name must appear on the group’s report of which you are a member. 
2. On the second page, include your answer for the first two questions which will contain the following details: 

Recommended method (e.g. weighted moving averages)

Method parameters (e.g., in above case, value for “n” and your weights

The values for MAD and TS

3. Then attach the supporting documents for your results such as the best results within each forecasting method you considered. Eventually, for problems 1 and 2, you might have 1-2 pages each. 

� Adapted from “Forecasting computer usage” by Julie M Hays in Journal of Statistics Education Volume 11, Number 1 (2003)





