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1 SMARTFORECASTS SOLUTIONS

OVERVIEW

Since 1984, Smart Software has been helping its customers to improve their
business performance and increase profits by letting them See What's Next.

Whether you're a new planner or an experienced manager, SmartForecasts®
handles your toughest forecasting and planning challenges and delivers
bottom-line results you can measure immediately. SmartForecasts is
designed to produce fast, accurate forecasts of sales, product demand, safety
stock, inventory levels and other key business variables based on its powerful,
automated set of statistical forecasting capabilities. Then we add processes to
help you take advantage of the valuable experience and knowledge of your
organization’s personnel and your business judgment. This fusion of fact and
business judgment makes for the most accurate forecast results and the most
realistic basis for all of your demand planning and inventory optimization
decisions.
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SmartForecasts Automatic Forecasting System selects the best forecasting
method for each item in your database or planning system, and its synchronized
displays let you simultaneously view product data, forecast results, graphs and
reports.
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Manufacturers, distributors, and retailers can easily create accurate demand
forecasts for each product item they produce and sell. They can also optimize
their inventories with accurate reports of item-specific safety stock
requirements necessary to hit the inventory “sweet spot” — the amount of
inventory which minimizes costs while satisfying service level goals.
SmartForecasts accomplishes all this at processing speeds exceeding
250,000 items per hour on a standard Windows workstation.

In addition, SmartForecasts helps to meet the needs of today’s complex
business planning environment by integrating your company’s forecasting and
planning processes. You can integrate SmartForecasts directly with all major
ERP and SCM systems, as well as host databases such as Oracle, SQL
Server and IBM DB2. You can share forecast results easily with all facets of
your corporate planning system, and in a form your company can readily use
in all its planning processes. As a result, you identify problems faster, make
better use of resources, and develop plans that lead to better decisions and
better management of corporate assets.

All the tools and capabilities you require

SmartForecasts’ impressive capabilities are designed to handle nearly every
forecasting and demand planning scenario your business might encounter.

For starters, SmartForecasts’ Automatic statistical forecasting capability
provides fast, accurate forecasts for huge numbers of product items — at the
click of a mouse. SmartForecasts selects the best forecasting method for your
data and handles all the math, automatically accounting for trends and
seasonal patterns. The special promotion planning and modeling capability
measures the effects of promotions and other special events and incorporates
them into future forecasts. And, if your company experiences irregular, “slow-
moving” demand for its service parts or finished goods, SmartForecasts’
patented intermittent demand forecasting technology provides the best
forecasting and planning solution on the market today.

In addition, with SmartForecasts’ interactive “eyeball” graphics and Trend
Hedging features, you can easily adjust statistical results directly on-screen
based on your business knowledge and judgment, leading to more realistic
forecasts and informed planning decisions.
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SmartForecasts’ Key Features and Capabilities

SmartForecasts contains a wide variety of demand forecasting, demand
planning and inventory optimization features. Here’s a brief description of the
key features and advanced capabilities that have proven to be very important
to the success of our customers:

Superior forecast accuracy and power

SmartForecasts’ Automatic Statistical Forecasting provides fast,
accurate forecasts of sales, product demand, safety stock, inventory
levels and more.

Interactive Managerial Adjustments let you refine forecast results on-
screen, based on your domain knowledge and business judgment.
Seasonality and trends in your data are handled automatically and
reflected in forecast results.

Multilevel (Multiseries) Forecasting allows top-down and bottom-up
forecasts of entire product groups.

Cause-and-Effect Models (Multivariate Regression) make it simple to
answer questions such as, “What effect will a price cut have on our
sales?”

Automatic Trend Hedging™ builds increased accuracy and reality into
your forecasts of new and aging products.

Data analysis tools, such as timeplots, scatterplots, seasonal
adjustment and more, support SmartForecasts’ many forecasting
capabilities.

Promotion planning and management

SmartForecasts’ special event models automatically forecast future
promotion-driven sales.

You can even create unique promotional scenarios for each SKU in
your database, permitting item-specific promotion management.

Inventory optimization

SmartForecasts Enterprise accurately estimates optimal safety stock
and inventory requirements for all product items at any customer
service level and lead time.

It lets you balance your inventories so that the right products are in the
right place at the right time, reducing inventory costs and improving
customer service.

Intermittent demand planning and forecasting
SmartForecasts Enterprise makes forecasting and inventory planning
easy for products with intermittent, or “slow moving”, demand.

With nearly 100% accuracy, SmartForecasts’ patented solution has
been proven to be the most accurate available today. Perfect for
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companies managing service parts inventories, capital goods products,
and other hard-to-forecast items.

Database integration and connectivity

Universal database connectivity permits SmartForecasts to integrate
directly with major ERP and SCM systems and host databases, such
as Oracle, SQL Server and IBM DB2, and PC databases like MS
Access.

SmartForecasts’ database integration “wizards” support both ODBC
and faster native connectivity links.

Multidimensional data management

Excel-like, configurable data tables allow easy display, creation and
management of multidimensional product data.

With SmartForecasts’ OLAP Data Filtering, you can focus in and “slice
and dice” your data by SKU, region, customer and other relevant
dimensions.

You can transfer data directly from a relational database; quickly
import/ export data stored in Excel and ASCII files; and send forecast
results automatically to drive your planning systems.

Embedded parameter and conversion capabilities

SmartForecasts Enterprise’s embedded parameter capability further
automates the forecasting process by letting you pre-specify Forecast
and Selection parameter values (such as varying lead times and
service levels) for thousands of individual items, reducing tasks
previously taking hours to complete, to just a few minutes and also
ensuring analytical consistency from one forecasting session to the
next.

With SmartForecasts Enterprise’s conversion capabilities, you can
switch dynamically between forecasts in units and dollars, or any other
defined set of measures, significantly enhancing planning flexibility in
the S&OP process.

Management reporting

SmartForecasts Enterprise provides useful management reports
including a versatile Forecasts vs Actuals reporting module to track the
accuracy of your forecasting process.

A fully integrated comments facility lets you add notes and document
changes for any forecasted item.

Exception reports let you identify your most volatile items and pinpoint
possible outlier events.
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5 Ways SmartForecasts Improves Your Bottom Line

Smart Software's demand forecasting, planning and inventory optimization
solutions improve your bottom line, yielding a big, measurable ROI. They do
that by letting you

Forecast and plan with confidence

With our SmartForecasts solutions, you get accurate forecasts of demand,
safety stock and inventory requirements in seconds, and in a form your
company can readily use in all its planning processes. As a result, you identify
problems faster and make better use of resources. Instead of spending time
organizing data and configuring spreadsheets, your planners can qualitatively
assess forecasts and develop plans that lead to better management of
corporate resources.

Balance inventories

With accurate demand forecasts and inventory stocking estimates, you can
have the right product on the shelf at the right place and right time. You can
trim inventories with confidence, knowing that your safety stock is set right,
thus minimizing inventory investments and carrying costs.

Reduce costs and turn inventory into cash

With correctly balanced inventories providing the right stocking levels, you
avoid the costs of emergency shipments and re-scheduled production runs, as
well as eliminating unnecessary capital and carrying costs associated with
holding too much inventory. This lets you turn excess inventory into cash,
freeing financial assets for other purposes.

Increase sales

By having the right items on the shelf, you reduce stock-outs and backorders,
lose fewer sales, and increase market share. Smart customers capture more
sales with higher profit margins and deliver excellent customer service.

Leverage existing IT investments

SmartForecasts leverages your database, ERP and other existing IT
investments, enabling you to save money on training and support. It easily
integrates with your ERP and supply chain management systems, and
connects directly to Oracle, SQL Server, DB2 and other host database
systems.
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2 SALES AND DEMAND FORECASTING

The Problem

Sales and demand forecasts drive the supply chain operations of virtually all
manufacturing and distribution companies. They are critical inputs to sales
and operations planning (S&OP), production planning, inventory planning and
distribution requirements planning activities. Without these forecasts provided
in a timely and efficient manner for all product items, the ERP and SCM
systems that manage company planning activities would be seriously
compromised, and the company’s ability to function and compete in the
marketplace would be severely limited.

Demand data that are key to forecasting such important variables as unit
sales, revenues, and even inventory requirements probably already exist in
your corporate database or planning system. However, while the right data
may exist, the ability to quickly and accurately process them using proven
statistical forecasting methods may not. Spreadsheets and legacy forecasting
systems commonly do not have the horsepower to manage and predict the
tens of thousands of items that your company may now produce and
distribute. Even the forecasting modules in more recent ERP and SCM
systems often lack the proper portfolio of methods and the degree of
automation required to meet your forecasting requirements. In addition, not
everybody who has to make forecasts has the training and experience to
select among and properly use statistical methods. This combination of
factors usually results in the following problems:

Only a fraction of your items gets forecasted regularly or at all

The methods used to forecast are inappropriate, leading to poor
forecast accuracy

The processing of demand data and the forecasting process, itself, are
difficult and drawn out

Forecast results are not available to management on a timely basis for
key decision making tasks.

The Smart Solution

For over 20 years, Smart Software has pioneered the use of powerful sales
and demand forecasting solutions in the computer software marketplace. The
centerpiece of its portfolio of capabilities is SmartForecasts’ Automatic
statistical forecasting system. Wrapped inside a simple but highly evolved
graphical user interface, this time-tested, statistical forecasting system
provides fast, accurate forecasts for huge numbers of product items—at the
click of a mouse. It automatically selects the best statistical forecasting
method for your demand data and handles all the math, easily incorporating
trends, seasonal patterns and the effects of sales promotions and other
special events.

SmartForecasts® - 31.03.2010 Seite 8 von 21



SmartForecasts’ Automatic system achieves high accuracy by making realistic
estimates of the errors likely to be encountered when using a particular
method to forecast a particular item. Further increases in accuracy come from
Trend Hedging™ for forecasting new and aging products, as well as a built-in
managerial adjustment capability that lets you refine forecast results on-
screen based on your domain knowledge and business judgment. Multilevel
(Multiseries) forecasting employs the Automatic system to make sophisticated
top-down or bottom-up forecasts of entire product groups. And, the Batch
Automatic Forecasting feature makes it as easy to forecast 100,000 product
items as it is to forecast one item and to do the whole job in a matter of
minutes.
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SmartForecasts Batch Automatic Forecasting capabilit y automatically
selects the best forecasting method for your demand data and can quickly
process hundreds of thousands of database items in one session, producing
synchronized displays of product data, forecast results, graphs and reports.

The Benefits

SmartForecasts’ Automatic statistical forecasting system ensures that every
sales and demand forecast exploits the information available in your database
to provide high accuracy with almost no effort. System users do not have to
be statistical experts to get great results. In fact, customers report that
limitations previously imposed by legacy forecasting systems or ERP/SCM
forecasting modules have been eliminated, and they commonly cut the time
required for their forecasting process by as much as 75%. Your entire
organization benefits from high accuracy, increased productivity in the
forecasting process, and the peace of mind that comes from knowing that
every item you forecast will be handled, individually, in a Smart way.
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3 INTERMITTENT DEMAND PLANNING AND

SERVICE PARTS FORECASTING

The Problem

Some product items have an irregular demand pattern that makes them all but
impossible to forecast with traditional, smoothing-based forecasting methods.
Items with intermittent, or “slow-moving”, demand have many zero values
interspersed with random spikes of non-zero demand. This problem is
especially prevalent in companies that manage large inventories of
service/spare parts in industries such as aerospace, automotive, high tech,
and electronics, as well as in MRO (Maintenance, Repair and Overhaul)
organizations and companies manufacturing high-priced capital goods.

In these businesses, as much as 70% of the parts and product items may
have intermittent demand. The intermittent demand pattern makes it difficult to
accurately estimate the safety stock and service level inventory requirements
needed for successful supply chain planning. Because forecasts of
intermittent demand have been so unreliable, most companies forecast by
guessing, or forecast only a fraction of their inventory, or don’t forecast at all.
The result is that billions of dollars are wasted every year because of either
excess inventory costs or poor customer service due to stock-outs.

SmartForecasts patented Intermittent Demand Forecast  ing technology
produces highly accurate forecasts of cumulative lead time demand, together with
estimates of safety stock and service level inventory requirements, for slow-moving
items such as service parts.
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The Smart Solution

SmartForecasts uses a unique empirical approach that results in highly
accurate forecasts where demand is intermittent. Its patented, APICS award-
winning “bootstrapping” technology rapidly generates tens of thousands of
possible scenarios of future demand sequences and cumulative demand
values over an item’s lead time. These scenarios are statistically similar to the
item’s observed data, and they capture the relevant details of intermittent
demand without relying on the naive assumptions commonly made about the
nature of demand distributions by traditional forecasting methods. The result
is a highly accurate forecast of the entire distribution of cumulative demand
over an item’s full lead time. More importantly, with the information these
demand distributions provide, you can easily plan your company’s safety
stock and service level inventory requirements for thousands of intermittently
demanded items with nearly 100% accuracy.

The Benefits

Companies using SmartForecasts’ powerful intermittent demand forecasting
and planning solution typically reduce standing inventory by as much as 15-
20% in the first year, increase parts availability 10-20% and more, and reduce
the need for and associated costs of emergency transshipments to close gaps
in their supply chain. Repair and service parts inventories are truly optimized,
leading to more efficient operations, improvements in customer relations, and
significantly less cash tied up in inventory.
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4 INVENTORY OPTIMIZATION

The Problem

Having some inventory on hand, even in the “leanest” of manufacturing
operations, serves the valuable purpose of satisfying customer orders in a
timely fashion and thereby helping a company maintain good customer
relations. Indeed, inventory may be correctly viewed as the lifeblood of the
company’s supply chain.

However, in today’s highly competitive, cost-conscious business environment,
corporate management often finds itself trying to reconcile two seemingly
competing goals: reduce inventory and increase customer service levels. The
key to simultaneously achieving these goals and optimizing inventory is
finding the inventory “sweet spot”—the minimum amount of inventory required
over a specified lead time to meet a desired service level.

Failure to find the sweet spot may lead to incorrectly balanced inventories,
which can have significant negative effects on the economic health of an
organization. The unfortunate results can include overstocking, which ties up
cash in unneeded inventory and increases carrying costs; stockouts, which
lead to lost sales, poor customer service, reduced competitiveness and
increased transportation costs; inefficient allocation of production and financial
assets; and eventually, lower profitability and shareholder value.

SmartForecasts Inventory Optimization Tools tell you how much inventory
you need on the shelf to satisfy demand at any customer service level and lead
time. You get accurate reports of optimal safety stock and inventory
requirements for every item.
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The Smart Solution

You can use SmartForecasts to zero in on your inventory sweet spot. First, its
proven forecasting solutions accurately predict, for each product item, the
most likely or expected value for demand over a given lead time. Then key
information derived from the forecasting process provides a realistic,
statistically-based estimate of the degree of uncertainty associated with that
item’s expected demand forecast. This uncertainty estimate together with the
item’s desired service level can pinpoint the right amount of safety stock to
add to the forecast to hit the sweet spot.

Each item you inventory and distribute has its own sweet spot, but
SmartForecasts can quickly and automatically process hundreds of thousands
of items to get you right on target across all your product lines, no matter how
large the job. The safety stock recommendations and stocking level estimates
that are generated are immediately available for use in other parts of your
corporate planning system. In this way, you can obtain the critical inputs
necessary to better manage your supply chain operations by optimizing
inventory levels throughout your organization.

The Benefits

Everything that's wrong with missing the sweet spot gets better when you hit
it. In most cases, SmartForecasts is close to 100% accurate at estimating
safety stock and inventory stocking level requirements for the lead times you
face and the service levels you want to achieve. With SmartForecasts, you
achieve the balance needed to have enough stock on hand to meet fluctuating
demand without inefficient misallocation of capital across individual items,
product lines, or distribution channels. Having the right amount of product in
the right place at the right time improves customer satisfaction, market share,
and your bottom line.
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5 PROMOTION PLANNING AND

MANAGEMENT

The Problem

If you sell directly to consumers in dynamic retail markets, or are a
manufacturer that sells to companies that do, you know sales are influenced
by many factors — trends, seasonal cycles, the weather and your own
promotions. If your forecasting and planning system cannot isolate and
measure the effect of all these factors, you will never be able to accurately
predict demand. The result is an entire supply chain out of sync with the
rhythm of the market and the beat of your own promotional activities.

Unfortunately, most promotion planning and modeling systems available today
are short on the flexibility and horsepower necessary to predict the varying
effects of different promotions on different product items. While they may
allow you to assign a single promotional scenario to one or all of your product
items, you may need to manage multiple promotional scenarios applied to
thousands of individual items in your database. And their ability to correctly
integrate the promotional effects with those of other factors affecting future
demand is often missing.

SmartForecasts powerful promotion planning and event modeling
capabilities quantify the impact of different types of promotions and use this
information to automatically forecast future promotion-driven sales for each
product item in your database.
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The Smart Solution

SmartForecasts’ powerful promotion planning and event modeling capabilities
let you automatically forecast future promotion-driven sales for each item in
your database. Its specialized event models first isolate and quantify the
impact of past promotions on each item. Then SmartForecasts uses those
estimates to automatically adjust forecasts to account for your future
promotional plans. It readily accommodates to the complexities of using
multiple types of promotions and employing unique promotional scenarios for
each item you sell. And it does all this while separately accounting for
seasonal patterns and trends that are normally beyond your control. This
permits you to implement item-specific promotion management policies that
provide not only better demand forecasting results but also more cost-
effective safety stock and inventory level strategies for all your product items.

The Benefits

With accurate quantitative estimates of the effect of each type of promotion on
each product item, you can track the effectiveness of your promotional
campaigns using facts instead of wishful thinking. You end up with a much
better idea of how much you will sell of each item and when, and you can set
your inventory levels accordingly. With this information, you are able to
synchronize your supply chain to your promotional campaigns for maximum
impact. And if you need to choose between alternative campaigns, you can
use SmartForecasts to quickly see the sales scenarios associated with each
alternative.
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6 CAUSE-AND-EFFECT MODELING

The Problem

Managers are paid to anticipate the future and make appropriate adjustments,
and planners are paid to provide them with the right information to do that
successfully. Faced with shifts in their business environments, managers and
planners need to understand the effects of these shifts on their own business.
Of special interest to them are situations where key business variables that
are highly interrelated move away from their current levels, creating new
scenarios and possibly new opportunities. Will auto production increase in the
near future? Will new housing starts decrease during the same time period?
If so, what will be the combined effect on the demand for glass industry-wide?

In addition, managers and planners would like to know whether a planned
change in one aspect of their business, such as a 10% reduction in product
prices coupled with a 5% increase in advertising expenditures, will have a
significant effect on another aspect of their business, such as the level of
company sales revenues.

SmartForecasts multiple regression models use predictor variables, such as
product price, advertising expenditures and time trend indicators, to forecast
dependent variables like market demand and company sales revenues.
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The Smart Solution

Cause-and-effect modeling uses “regression” analysis to quantify the effects
of one or more “predictor” variables on another “dependent” variable you want
to forecast. SmartForecasts’ multivariate regression capability implements the
power of causal modeling in an easy-to-use format, supported by informative
reports and graphical displays. Demand patterns for the predictor variables
can themselves be forecasted automatically, and those forecasts can then be
converted via a regression model into forecasts of the dependent variable.
Alternatively, regression models can directly convert current values of “leading
indicators” into forecasts of future values of dependent variables. Both
approaches can facilitate “what-if” scenario analyses that allow you to better
anticipate changes in your business situation.

The Benefits

With SmartForecasts, you can exploit your market knowledge to build multiple
regression models linking causal factors, such as product price, advertising
expenditures and general economic conditions, to dependent variables like
market demand and company sales revenues. These models can be used to
forecast most likely scenarios as well as any number of what-if scenarios. The
latter is especially important for coping with the possibility of major disruptions
in the current way of doing business — which is becoming a significant issue
for business planning and management.
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/ MULTIDIMENSIONAL DATA MANAGEMENT

The Problem

In complex business environments, individuals who analyze demand data and
use forecast results are normally interested in seeing the information
presented in a way that helps them better manage certain aspects of their
business, such as sales territories, major customers or product lines. As part
of that process, they need an easy, efficient way to focus in and segment the
data stored in their database systems.

Consequently, in today’s business world, there is usually no such thing as a
simple, stand-alone item that is managed and forecasted in isolation. Each of
your product items may be characterized by multiple dimensions, such as
SKU number, sales region, market segment, customer, product line, etc.
Demand data for each item will be measured and collected across all
dimensions. In addition, other information, such as conversion factors,
forecast parameter values and promotional scenarios, may need to be stored
in your database and managed on an item-specific basis.

Furthermore, if your items are grouped into product lines, you may need to
“filter” the data to select relevant subsets for special forecasting treatment and
display. In handling product lines, you must be careful to forecast each item
with an eye to the forecasts of all other items in the group. For instance,
increased sales of one item in the product line may imply lower or higher sales
of other items. Another possible complication is that you may need to keep
switching focus between several dimensions, such as sales regions and
market segments.

The Smart Solution

With SmartForecasts’ multidimensional data management capability, you can
label each item with as many dimensions as you require. Then you can use its
special OLAP Data Filtering feature to “slice and dice” your database,
selecting relevant subsets of the data for special treatment and display. For
instance, you could focus in on an important product line and then use
SmartForecasts’ Multilevel (Multiseries) forecasting feature to create either
bottom-up or top-down forecasts of all the items in the product line and their
total. Or you might want to key in on only those items with the highest average
monthly demand, or with a large percentage of zero values (intermittent
demand), or with short lead times and high service level requirements.
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A multidimensional data table in SmartForecasts containing monthly unit
sales characterized by 3 dimensions: ltem Number, Market and Region, as well
as data on lead times, service levels and financial conversion factors. The data
table is filtered to focus on the Consumer market, with other markets grayed
out.

The Benefits

With SmartForecasts, you can drill down in multidimensional databases to
focus on key subsets of data, such as particular markets or product lines.
Items in product lines can be forecasted more accurately by taking advantage
of any patterns of interaction among items or the greater statistical stability of
aggregated data. The net result is a more focused, efficient and accurate
forecasting process, with information presented in a form that enables you to
better manage your business.
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8 UNIVERSAL DATABASE CONNECTIVITY

The Problem

At many customer sites, historical sales and demand data already exist in
corporate “host” databases, where they are constantly updated, analyzed and
used in a variety of planning applications. What is needed is a direct, efficient
way to also use these data for demand forecasting and inventory optimization
purposes and then make the results available to other planning tools, such as
ERP and SCM systems. In this way, you can deploy best-of-class forecasting
and planning software in a way that leverages your prior expenditures on
information technology.

General model for SmartForecasts database
integration. Arrows indicate the movement of
data.
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The Smart Solution

Because of Smart Software’s commitment to Universal Database
Connectivity, you can easily establish a direct connection between
SmartForecasts and all major corporate databases, such as Oracle, SQL
Server and DB2 hosted on Windows, the IBM iSeries and Unix-based
systems. SmartForecasts even works with PC databases like MS Access.
With the powerful database integration “wizards” available in SmartForecasts,
your IT staff can quickly establish the initial linkage and then make it easy for
users to draw on your host database as needed for their individual
requirements.

If you already use major planning systems, such as SAP and Oracle ERP, it is
straightforward to interface with the data tables produced by those products.
In addition, Smart Software partners Epicor and Sage have built their own
custom interfaces that fully integrate SmartForecasts. And if your sales and
demand data reside not in a corporate database but in Excel or ASCII text
files, SmartForecasts can easily handle your requirements.

The Benefits

With SmartForecasts, you can immediately connect to your data with little or
no hassle. There is absolutely no need to export data from your host
database, because the connection to your existing data is direct and
constantly available. The bottom line is you can seamlessly plug
SmartForecasts into your current IT infrastructure and have it provide the
forecasting and inventory planning inputs necessary to drive your other
planning systems. And there is another added bonus: using Smart Software’s
database wizards, the time required of your IT staff to establish connections is
a fraction of the time already invested in creating the original databases.
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