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SCREENSHOT 13.4: Trend-Adjusted Exponential Smoothing

FIGURE 13.5: Comparison of the Trend-Adjusted Forecasts and the Simple Exponential 
Smoothing Forecasts
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Exponential smoothing is a forecasting method widely used in many industries. Exponential smooth-
ing models are more adaptive, create accurate forecasts, can be easily applied and automated, and lend 
themselves to large-scale forecasting. Because each forecasting method assumes that future patterns and 
trends will approximate current patterns and trends, the techniques are most useful for shorter-term 
forecasting of 24 months or less. Nevertheless, the assumption behind exponential models—that is, that 
greater emphasis should be given to more recent demand data—becomes less plausible in the longer 
term. The further out into the future you forecast, the less likely this is to hold true.

Also, exponential smoothing consists of a family of models that can be used to estimate and fore-
cast future demand if the time series has up to three underlying data components—level, trend, and 
seasonality. For example, the simple exponential smoothing model (also called first-order smoothing) 
can be used when demand is constant, or level, with random variations. In contrast, the trend-adjusted 




