
© 2010 IBM Corporation

Business Analytics

Rolling Forecasts in Turbulent Times

Christoph Papenfuss
IBM Cognos Innovation Center



© 2010 IBM Corporation

Agenda

Discuss the relevance of forecasting

Review best practices for 
implementing a rolling forecast

Identify how you can improve a 
forecasting process using IBM
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„I think the world is flat.“
Thomas Friedmann
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„By 1925 virtually all management 
accounting practices used today had 
been developed.“
Kaplan & Johnson, Relevance Lost
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Forecasting ist a critical 
process in turbulent times.
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Plans/ Budgets detail how you 
think the future should look

Forecasts describe what the future
will most likely look like
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Forward Looking

Flexible

Focused on Risks & Opportunities

Fact-based
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„The 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 approach...
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The traditional template?
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Business Analytics

Rolling Forecasts. A modern
approach.
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What is a Rolling forecast

J F M A M J J A S O N D J F M A M J

Q1 Forecast

Q2

Q3

Traditional
forecast

Q1 Forecast
Rolling
forecast
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Why are rolling forecasts attractive?
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There are several success factors

Time Horizon Participation Modeling

Risk & 
Uncertainty

Culture
Process 

Measurement
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Rolling Forecast = 12 month quarterly?

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

Short cycles

Consumer electronics

Retailing

Investment banking

Advertising

Cash flow

Overtime

Long cycles

Oil exploration

Pharma development

Infrastructure investment

Plant construction

Infrastructure investment

Research & development
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An example of the time horizon decision
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„Best practice 
companies move 

towards more frequent
& event-driven

updates.“
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There are several success factors

Time Horizon Participation

Culture

Modeling

Process 
Measurement

Risk & 
Uncertainty
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Who creates the forecast?
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And what does the business 
say about that?
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High participation creates value.

Sales

Marketing

HR
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There are several success factors

Time Horizon

Culture

Participation Modeling

Process 
Measurement

Risk & 
Uncertainty
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Remember this model?
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Can we answer critical questions with this information?

o Risk?

o Opportunities?

o Customers?
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„Simplicity is the ultimate 
sophistication.“
Leonardo da Vinci
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A simple test for selecting the right items
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Jan Feb Mar Apr May Jun Q3 Q4 2010 Q1 Q2 Q3 Q4 2011
Revenue
COGS
Margin
Salaries
Travel Expense
Rent
Other Expenses
Net Income

Jan Feb Mrz Apr Mai Jun Jul Aug Sep Okt Nov Dez 2010 Jan Feb Mrz Apr Mai Jun Jul Aug Sep Okt Nov Dez 2011
Revenue
COGS
Margin
Salaries
Travel Expense
Rent
Other Expenses
Net Income
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The language of our forecasts need to change

634172 – Revenue (New Accts)
665891 – Office Supplies (Paper)
665892 – Office Supplies (Pens)
677199 – Gifts, Misc.

VS.

Opportunities

Pipeline

Number of employees

Customer Satisfaction
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Revenue?
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There are several success factors

Time Horizon

CultureProcess 
Measurement

Participation Modeling

Risk & 
Uncertainty
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The Forecast?
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Place
Your Bets

What if?
What if?

Considering Uncertainty
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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

Upside Exceptions

Base Case (most likely)

Downside Exceptions

Q1 Q2 Q3 Q4 Total CommentsCustomer 123 100 50 0 0 150 New product introduction likelyCustomer 234 150 0 250 400 Customer anticipates new ordersCustomer 543 -100 -300 0 -50 -450 Main buyer at customer is leavingCustomer 673 0 0 -125 -10 -135 Rumors about economic issues
Total 150 -250 -125 190 -35

Upside

Downside
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There are several success factors

Time Horizon

Culture

Participation Modeling

Process 
Measurement

Risk & 
Uncertainty
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„In a performance-oriented society, 
what you measure affects what you 
do.“
Joseph Stiglitz, September 25th, 2009
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Some measures you should consider 
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Forecast Accuracy – Select the appropriate term

Month 1 Month 3Month 2

Forecast – 2 months

Actuals – 1 month

Forecast – 1 month

Actuals – 2 months
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Forecast Accuracy - useful in different ways

Discover potential bias
Time

{ 5% gap

Model issues

Attention
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Consider using a Run Chart
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Monitor accuracy often – a case of bias?
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Accuracy – no obvious bias
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There are several success factors

Time Horizon

Culture

Participation Modeling

Process 
Measurement

Risk & 
Uncertainty



© 2010 IBM Corporation

Nice forecast. But I 
don‘t like the 

revenue numbers. 
They are too low.

But this is the 
most realistic
estimate I can 

provide!

Please go back 
to your office 

and come back 
with new 
numbers.
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Is there evidence of sandbagging?

Source: Cognos Forecast Survey – September 2008
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A typical case of sandbagging: Revenue forecast

Forecast substantially 
lower than Actuals
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Management sets the tone

“Okay, clearly things have changed. 
• What are the drivers of the 

change? 
• What is the impact on our 

business? 
• What actions should we be 

taking?”

“Why didn’t we anticipate 
that in the budget? Who 
screwed up?”
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A different approach is often required

Purpose of the 
Forecast

Assessment of your 
processes

New Compensation 
Approaches
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There are several success factors

Time Horizon

Culture

Participation Modeling

Process 
Measurement

Risk & 
Uncertainty
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But Rolling Forecasts are not a silver bullet

No one-size-fits-all approach
Forecast culture required
Changes to models required
Technology upgrades
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Clinton: ‚Never waste a good crisis‘
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Kontaktdaten

Christoph Papenfuss

Christoph.papenfuss@de.ibm.com

www.ibm.com/cognos/innovation-center
www.performanceideas.wordpress.com

Twitter: @ibmcognosicemea


