
Seasonal Adjustment 

 
This discussion is an overview of the process conducting quarterly adjustments. A 
more complete coverage is handled with video and exercise #5. 

 
Suppose a business starts a marketing plan and it seems to work because there is 

a measurable increase of cashflow. However, the correlation coefficient is always in 
the moderate range. The problem is the regression model may need additional 

information. 
 

Many Small businesses, such as retail outlets, experience cashflow seasonal 
fluctuations. With the bivariate prediction model the next month will always be 

higher than the previous month. But business activity does have seasonal 
fluctuations. The fourth quarter of the year and its increased commercial activity will 

always be higher than the first quarter of the following year. The regression model 

so far model does not allow for this fluctuation. 
 

What is needed is a multiple regression model with predictor variables to quarterly 
adjust the monthly model. To the new forecasting model are added quarterly 

variable inputs. The model will now conduct forecasts that adjust for seasonal 
fluctuations. 

 
We suggest to use Excel for the expansion of the Pro 7 basic model. You may ask, 

why? As one proceeds from auditing and forecasting to market research, there are 
many options other than seasonal fluctuation that has to be taken into account. in 

building a measurable outcome marketing plan, it is best to work with multi-
potential AI tools such as Copilot and a broader use of Excel Toolpak. Regular AI 

auditing and forecasting efficiently and cost effectively help maintain account 
integrity. Data for actionable market research decision-making can incur many 

different situational factors. Flexibility and comfort with expanded multi-potential 

resources is essential.  
 

Auditmetrics generated Random Sample that was used for an audit  



 

 
The table is a condensed exhibit of the sample (n= 1,158) using a 3% margin of 

error.  
In preparing the sample for forecasting, two new variables are needed. In the first 

row the new cells are:  

Year -   Excel function: =Year(C2)  

Month- Excel function: =Month(C2) 

 

The Excel sample represents 30 months of data over a 2 ½ year period. First sort 
by Year and Month. Go to “Data” on Excel’s top menu and then select “Sort”. In the 

following exhibit are the sort inputs: 
 

 

The next step is to create a summary dataset in Excel that lists total revenue by 
month for the 2 ½ years. The Excel tool to use  is the Pivot Table. Select the 

dataset of interest and then select insert and then Pivot Table. 

The pivot table set up and results 



 

 A full discussion of regression modeling is in Springer Appendix I (pp. 107-111). 

The details of how to use Excel’s ToolPak for Regression is on (pp. 60-67) 

 

 
 

Quarterly Variable Added  



 
 

Table 5 indicates the quarterly value for each month. Jan Feb March are the first 
quarter of the year. Month 4 or April starts the second quarter. 

 
The multiple regression dataset below takes into account seasonal fluctuations. 

 
  

  



First Year Dataset with Quarterly Variables: 
 

 
 

The rationale and details of introducing quarterly adjustment inputs, sometimes 
called dummy variables, (Q1, Q2, Q3) is on pp 64-67 in the Springer Book. 

 
The model as reported by Excel’s Toolpak regression analysis is: 

 

  Coefficients 

Intercept 28404.26 
Month_ 
Count 1210.023 

Q1 -8315.13 

Q2 -10909.1 

Q3 -8472.54 

 
This model has a correlation of R =.78 which is a marked improvement of the 

previous model’s value of .65. It would be very useful to review again Springer 
Appendix I (pp 107-111) regarding the concept of goodness of fit of the model. 

 


