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Chapter 1

Forecast Methods

Maturity of planning & forecasting

Limited by inherent human Data-driven forecasting
bias and capability on large scale

@ Q :
- Trend
Planning Statistical Machl_ne
Methodology Manual Smart Driver Learning
Forecasting
Driver Models

Type of Data | Aggregated Data | Transactional Data
Business Insight | Opportunity for Busi Insight B 00 ]

@ Manual : Manual is entering cash flows directly when it cannot be modeled e.g. Equity Inflow, Tax Payments

@ Trend : Trend allows for driving the forecast based on historical actual or forecast data e.g. Labor payments, Lease Payments etc.

(3 Driver-based: Business drivers are entered manually or loaded as operational assumptions that calculates a cash forecast (e.g. Avg DSO or Payterm for Expense),
= where Sales Revenue, Expense, Salary or Capital Expense cash drivers are loaded while the forecast is calculated based on the defined payterm assumptions )

€ é) Statistical Forecasting: Statistical trends based on aggregated account balances (e.g. predict cash based on historical patterns of bank account balances by legal
entity)

@) Smart Driver: An approach to forecast problem-solving that applies general assumptions/rules to transactional data (e.g., Customer Receipts / Supplier Payment
based on Payment Due Dates, Promise Dates)

(&) ML Model: Machine-generated forecast based on historical patterns or relationships in the various input variables (e.g. delay in cash receipts correlated with payment terms)
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Forecast Methods

Maturity of planning & forecasting

3

Limited by inherent human Data-driven forecasting
bias and capability on large scale

@ 2 .

: B O Trend Machine
Planning Statistical )
Methodology Manual Smart Driver Learning

Forecasting
Driver Models

Type of Data | Aggregated Data | Transactional Data
Business g | Opportunity for Business Insight

@ Manual : Manual is entering cash flows directly when it cannot be modeled e.g. Equity Inflow, Tax Payments

@ Trend : Trend allows for driving the forecast based on historical actual or forecast data g.g, Labor payments, Lease Payments etc.

,3) Driver-based: Business drivers are entered manually or loaded as operational assumptions that calculates a cash forecast (e.g. Avg DSO or Payterm for Expense),
where Sales Revenue, Expense, Salary or Capital Expense cash drivers are loaded while the forecast is calculated based on the defined payterm assumptions )

¢ 3) Statistical Forecasting: Statistical trends based on aggregated account balances (e g. predict cash based on historical patterns of bank account balances by legal
entity)

(5) Smart Driver: An approach to forecast problem-solving that applies general assumptions/rules to transactional data (e.g. Customer Receipts / Supplier Payment
~ based on Payment Due Dates, Promise Dates)

(&) ML Model: Machine-generated forecast based on historical patterns or relationships in the various input variables (e.g. delay in cash receipts correlated with payment terms)
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Forecast Method
Blend Forecast Methods

Customer Receipts
Project Receipts

Equity Inflows

Salary Payments
Supplier Payments
Rent Payments

Tax Payments

ORACLE"

Smart Drivers

Driver based

Smart Drivers

Driver based

Predictive Planning
Driver based

Manual

Predictive Planning
Predictive Planning  Trend
Trend

Manual

Chapter 1
KFFNFG =

Blend Forecast Methods:

v Different Forecast Methods for
different Line ltems

¥ Blend Forecast Methods by Line
Items and Period Ranges

v What-ifs to pick the forecast
method that gives best accuracy
over the periods

v Forecast Methods can vary for
different entities
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