
456 PART III    INTEGRATIVE DECISIONS

The pattern of monthly seasonal variation is shown in Figure 13.9.

4. THE CENTERED MOVING AVERAGE METHOD
The centered moving average method has five steps.

Step 1: For the demand data in the time series, calculate a moving average equal to the length of 
the season. For example, if the seasonal variation data are collected quarterly, then a four-period 
moving average is used because there are four seasons in a year. On the other hand, if the data are 
collected daily, then a seven-period moving average is used because there are seven days in a week.

Step 2: Center the moving averages. If the number of seasons is an odd number, then the moving 
average is centered in the middle period. For example, for a seven-day moving average used for 
capturing daily seasonal variation data, the moving average will be centered on day 4. For an 
even number of seasons, an additional step is necessary to center the moving average. In this case, 
an average of two successive moving averages should be calculated. For example, in the case of 
quarterly data, the four-period moving average values of quarter 1 to quarter 4 and quarter 2 to 

SCREENSHOT 13.6: Computing Seasonal Indices Using Simple Average Method
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FIGURE 13.9: Plot of the Seasonal Indices Calculated Using the Simple Average Method




