1. Introduction to FORECAST Function:

e The FORECAST function in Excel is used to predict future values based on

existing data points using linear regression analysis.
2. Syntax:

e The syntax of the FORECAST function is: FORECAST (x, known y's,
known x's)

e x is the value for which you want to forecast a new y-value.

e «known y's isan array or range of dependent data points (y-values) in the
current data series.

e «known x's iSan array or range of independent data points (x-values) in the
current data series corresponding to the known_y's.

3. Return Value:

e The FORECAST function returns the predicted y-value (dependent variable)

based on the linear regression model.
4. Linear Regression Analysis:

e Excel uses linear regression analysis to fit a straight line to the existing data
points (known_x's and known_y's).

e The function then uses this line to predict the y-value corresponding to the
specified x-value.

5. Assumptions:

e The FORECAST function assumes that the relationship between the
independent and dependent variables is linear.

e |t also assumes that the data points are relatively evenly distributed and that
there are no outliers.

6. Usage Examples:

e Example 1: =rorECAST (2025, B2:B10, A2:210) predicts the y-value for the
x-value 2025 based on the data points in cells A2:A10 (x-values) and B2:B10
(y-values).

e Example 2: =FORECAST (50, A2:A10, B2:B10) predicts the y-value for the
x-value 50 based on the data points in cells B2:B10 (y-values) and A2:A10
(x-values).

7. Interpretation of Results:

e The predicted y-value returned by the FORECAST function represents the
expected outcome based on the linear relationship observed in the existing
data.

8. Error Handling:

e If any of the arguments in the FORECAST function are non-numeric or if the

arrays have different lengths, Excel returns the #VALUE! error.
9. Additional Considerations:

e |t's important to interpret the forecasted values with caution, especially if the
linear relationship in the data may not hold true for future values.

e Consider validating the forecasted values using other methods or
incorporating additional factors into your analysis for more accurate
predictions.

10. Practice Exercises:

e Practice using the FORECAST function with different sets of data to predict

future values.



e Experiment with changing the x-value to see how it affects the forecasted

y-value.
e Compare the forecasted values with actual data points to evaluate the

accuracy of the predictions.

These notes should provide a comprehensive understanding of how to use the FORECAST

function in Excel for predicting future values based on linear regression analysis.



