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Supplementary Problems for Chapter Eighteen

1. The average price/earnings ratio for a company for the years 1996-2000 is given below. 

year
1996
1997
1998
1999
2000

p/e ratio
16.3
16.5
17.1
19.6
13.1

Predict the 2001 earnings per share using

a.   a three-year moving average forecast.

b.   an exponential smoothing forecast with ( = .2.

correct answer:

a.  16.6

b.  16.31

2. Below you are given the size of the civilian labor force employed in agriculture (in thousands) for the years 1995-2000. Using linear trend projection, forecast the size of the civilian labor force employed in agriculture for 2001.

year
1995
1996
1997
1998
1999
2000

number employed 

in agriculture
3440
3443
3399
3378
3281
3305

correct answer:


T = 3492.53 – 33.77 t if t = 1, 2, .., 6


Forecast for 2001 = 3256.13 (thousand)

