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Data Forecasting Methods

How to use good business 
sense to interpret results
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• Objectives

– Calculating a linear regression model 
(and understanding what it means)

– Limitations 

correlation versus causation� is there  
really a cause & effect?

Regression Analysis
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• A simple linear regression
analysis enables you to 
estimate the relationship 
between a continuous
response variable and a 
continuous predictor 
variable(s) based on a 
straight line model

YOU WILL NEVER SEE THIS LEVEL 
OF PRECISION EXCEPT IN TEXT 
BOOKS!

Regression Analysis
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How to use Excel’s statistical features
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How to forecast a data series
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Adding the Data Analysis Add-In
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Once installed, Data Analysis is an option 
on the TOOLS menu
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Choose Regression as the option
within Data Analysis
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Exercise: Forecast a value for 2007/08 and 
2008/09 from this history

Policy Year Ultimate Claim Freq
– 2001/02 43
– 2002/03 49
– 2003/04 47
– 2004/05 54
– 2005/06 59
– 2006/07 63

*what assumptions are you making?
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Exercise

• The highest grossing motion picture of all 
time was ______________________ 
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Beware the pitfalls of assumptions or models 
that don’t fit!  (the devil is in the assumptions)
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Exercise: Using the tools available in Excel Data 
Analysis (from the Add-In process) test:

Descriptive Statistics

Histograms
Rank


