
UNIT–II

Demand Forecasting:  Meaning - Criteria of 
Good Demand Forecasting-Demand  
Forecasting Methods – Importance and 
Limitation of Demand Forecasting -
Demand Forecasting for a New Product.

























































Barometric forecasting uses past demand to predict future demand. 
The barometric method differs from trend analysis by using a combination 
of three “indicators” to gauge demand. Those indicators may change based 
on external factors and demand is forecasted based on the analysis of all 
three indicators.

In regression method, the demand function for a product is estimated 
where demand is dependent variable and variables that determine 
the demand are independent variable. If only one variable affects 
the demand, then it is called single variable demand function. Thus, 
simple regression techniques are used.

Econometric methods combine statistical tools with economic theories 
for forecasting. The forecasts made by this method are very reliable than 
any other method. An econometric model consists of two types 
of methods namely, regression model and simultaneous equations model.
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