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Session Objectives

In today’s session we will:

* Review the need for solid
forecasting practices

= Learn about the rolling forecast
philosophy

= Discuss critical aspects of an
implementation
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What is a forecast?

Forward Looking

12WEATHER b Day Forecast

WBNG

THU

Fact-based Flexible
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,,1he end result ... is not an
accurate picture of tomorrow,
but better decisions about

the future.*
Peter Schwartz, The Art of the Long View
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The traditional template....
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The traditional approach.
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atic forecasts donot | |
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Rolling Forecasts.
An approach.
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What is a Rolling forecast
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Traditiopal Q
forecast

Rolling 4
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Why are rolling forecasts attractive?

* Increased visibility

* Consistent time horizon
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Some elements of a successful forecast

[ @ )
Time Horizon & Scenarios
Update Frequency
Agile Models
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Time Horizon &
Update Frequency
Agile Models

Scenarios
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Rolling Forecast = 12 month quartely?

No. It depends on your business!
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Match the time horizon to the rhythm of your business

Short cycles Long cycles
» Consumer electronics  « Oil exploration
* Retailing _ » Pharma development
* Investment banking * Infrastructure

investment

 Advertising * Plant construction
» Cash flow * Infrastructure
* Overtime investment

* Research &
development
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,,Best practice companies
move towards more

updates.”
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Time Horizon & Scenarios
Update Frequency

Agile Models
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Remember this template?
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Can we answer critical questions with this information?

o0 Risk?
0 Opportunities?

o Custames?
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,»Simplicity is the ultimate
sophistication.*

Leonardo da Vinci

Information Management

Utilize drivers — the language of business

3 Opportunities

Pipeline

Number of employees

y Customer Satisfaction

634172 — Revenue (New Accts)
665891 — Office Supplies (Paper)
665892 — O fice Supplies (Pens)
677199 — Gfts, Msc.
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Opportunities ———— Pipeline —> Revenue

Average Opp Size Conversion Rate

Revenue?

50 Opps ——> 1M EUR ——> 200k EUR
20k EUR 20%
Cognos.
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O O
Time Horizon & Scenarios
Update Frequency
Agile Models
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Plan for Multiple Scenarios

=~
Place
Your Bets

Deep Zero Modest
Recession Growth Recovery
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But developing scenarios can be very tedious

* Multiple scenarios
— * Floating assumptions
» Data volumes
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Consider a simpler approach

Q1 | Q2 | Q3 | Q4 [Total Cc ts
Upside Customer 123 ] 100 | 50 0 0 | 150 [New product introduction likely
Customer 234 | 150| 0 250 400 |Customer anticipates new orders
Downside Customer 543 ]-100] -300( O | -50 ] -450 |Main buyer at customer is leaving
Customer 673 | 0 0 |-125] -10 | -135 [Rumors about economic issues
Total 150]-250|-125[(190| -35

Information Management

Upside Exceptions

Downside Exceptions
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Consider a simpler approach

Current Forecast Upside and Downside
UK - Fresh Food

Month

Budget

okt L L] Ll L L] | LS - = -
Menth -3 Month -2 Last Month  Current NextMonth Month +2 Month 43 Month +4 Month 45 Month 46

Upside Exceptions

Downside Exceptions

*++ Cutrent Forecast - Upside
*+* Current Forecast - Downside
@ Current Forecast
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Time Horizon & Scenarios
Update Frequency
Agile Models
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Rolling Forecasts — a silver bullet?

* No one-size-fits-all approach

» Agile models & process
required

» Technology as enabler

» Forecast culture required
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a Rolling Forecast
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Process management is critical

Wow...there are a
lot of moving parts!

We need to make a
critical decision
quickly!
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Information Management
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Update
Models

o

New Load
version Actuals
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Update Distribute Aggregate
Models Models data

“o— Q@ —@ o

New Load Collect
version Actuals Data
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Sales Update

s |

st Qe Ind Qtr 3rd Qb 4th Qu

Update Distribute Aggregate
Models Models data
K D @ o @ L @
New Load Collect Report &
version Actuals Data Analyze
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Update Distribute Aggregate What-if &
Models Models data Optimize
o @ @ o L L @ @
New Load Collect Report &
version Actuals Data Analyze
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Resulting key challenges

» Manual processes

e Labor intensive

* Exploding data volumes
» Lack of data integrity

* Long cycle times
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Technology boosts your performance

* Centralized model maintenance
« Automated interfaces

* Integrated Reporting & Analysis
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s Demand Forecasting

Demand Foracasting
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L} Regional Accounts

(D Eastern Region
LoD Mew York
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Models Models
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Net Sales Month <3 | Month <2  Last (j
Manth 1
Current Forecast - Upside mj’::c Nm;:m D‘iﬂjﬂe
Current Forecast 4620 4,630 4,498
Current Forecast - Downside: 4620 4,630 4,498
Update Distribute Aggregate
Models Models data

New Load Collect
version Actuals Data
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Update Distribute Aggregate
Models Models data

New Load Collect Report &
version Actuals Data Analyze
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IBM COGNOS 8 v4

De=fine Metrics
Update Distribute Aggregate What-if &
Models Models data Optimize
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version Actuals Data Analyze
Cognos.

sortware
© 2009 IBM Corporation




Information Management

Management Decision
Meetings Making'
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Session Summary

* The current business environment requires solid
forecasting practices that the traditional
approaches do not provide

* Rolling forecasts provide a proven approach for
gaining better business insight in today’s volatile
business climate

* IBM Cognos provides best practices and solutions
for implementing a better forecasting approach
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Upcoming Forecasting workshops — Current Schedule

e July 1st, Frankfurt, Germany Best p
b ractjc

* July 2nd, Zurich, Switzerland wnu,,d%@s in Rolling o
 July 8th, Edinburgh, UK

¢ August 5th, London, UK

¢ August 19th, Manchester, UK
« September 8th, Hamburg, Germany
* September 24th, Copenhagen, Denmark
« November 17th, Brussels, Belgium
Contact us:
Twitter: @ibmcognosicemea
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If you like what you saw today

e« Come and speak to us
* Download our white papers & blueprints

« Join the Cognos Innovation Center

Twitter: @ibmcognosicemea
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