











however pattern is highly irregular so predicting the shifts is even

Market turns

el Al Market ups and more important to maintaining profitability. Pricing managers

downs in sync

use SignalDemand’s historical and forecasted data visibility to
move towards a pricing approach which reacts more quickly to

market shifts.
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’ As a long-time customer of SignalDemand explains,
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“SignalDemand is not about hitting the exact price. It is about

. direction of the market, timing of a change, the relationship
Il History W Forecast

between prices and providing user with a non-emotional
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USDA Loin, striglg:ls, 0x1 Forecast, foundation for where to begin pricing products:

1-week horizon

In addition to ongoing studies, reports within the SignalDemand
application allow customers to analyze commodity and product
forecasts as compared with their own forecasts and/or actual
prices received. Figure 5 shows the output of the Commodity
Forecast Accuracy report which supports a series of forecast

comparisons versus the actual market performance, including:
* the SignalDemand forecast
* the customer’s consensus forecast

* the futures market

The Forecast Accuracy reports provide a set of analytic tools that
produce actionable insight enabling organizations to revise their

pricing strategies and processes.

Figures 3 and 4 above demonstrate SignalDemand'’s ability to
correctly place market turns over forward forecast horizons of

one and six weeks. The selected product is strongly seasonal;

SignalDemand’s Forecast Accuracy reports provide a graphical representation of both MAPE and Mean Percent Error (MPE). The MPE
represents the bias in a forecast, i.e. is the forecast typically above or below the actual value. It is based on a similar calculation as the MAPE
however it differs in that it does not include the absolute value portion of the equation. Using the example from page 3, the MPE is 0%. This
means that, the error was 33% but it was evenly spread above and below the actual value (no positive or negative bias). If we add a third
data point to the previous example and had another forecast of $2.00 (with actual of $1.50), the values would then be a MAPE of 33% (still
33% from the actual) and MPE of 11% (on average the forecasts were overestimated, or greater than the actual values for those periods).

The closer to zero the MPE score the better the forecast accuracy.



6 Improving the Science and the Art of Forecasting

Commodity Forecast Accuracy

SignalDemand Forecast vs. Market Consensus Forecast vs. Market

Futures vs. Market

be improved. SignalDemand deployments typically

highlight opportunities to change an organization’s
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processes to increase consistency and reduce
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organizational risk.

Why should | use SignalDemand
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for forecasting?

As one SignalDemand customer stated, “History

shows us what happened, SignalDemand'’s forecast

25§y3883949%§
Cum % Occ. MAPE
35§93y 838383§

Cum % Occ. MAPE
335599933347
e e e et
Cum % Occ. MAPE

3
T
>
a-

™ Beon B>-o%

-
H
i
o
.
|-

3

"

3

o

Box Bom Beon Bo-on

shows what is likely to happen and we determine

what happens next.”

T

This statement highlights the fact that no

Figure 5

The Art

The art of forecasting relates to Armstrong’s principle for
establishing a formal review process to ensure forecasts are used
properly. Use of the SignalDemand application for forecasting and
decision-making creates a consistent, repeatable process that
can be managed more effectively. Additionally, SignalDemand
provides the ability for customers to adjust the forecast and
capture and compare the results of those changes in the Forecast
Accuracy reports. This provides managers with greater insight
into the decision-making process. As one Sales Manager who
uses SignalDemand has stated, “...not one conversation within
our department takes place now without understanding what

the SignalDemand model recommends to us.”

SignalDemand also enables its customers to sharpen their focus
on best-in—class pricing processes. As a part of the SignalDemand
enterprise deployments, an organization’s existing pricing
processes are mapped, enabling key constituents throughout
an organization to better understand their current processes

and to begin the discussion about how these processes could

forecasting application can replace the
knowledge and expertise of the professional;
what SignalDemand provides is a platform which supports more

fact-based and efficient decisions.

Pricing experts using SignalDemand cite the daily benefits of

improved forecasts:

* "“We've seen the confidence of the employees who are using
SignalDemand become much, much higher. They're able to
negotiate and discuss with their customers at a strategic level
and feel confident that what they're sharing is going to be

accurate and it's going to reflect the true market.”

® "Our customers out there are looking for longer term
pricing....SignalDemand has given us another tool to be able
to look out in the future to see how to price our products

accordingly”

* “The most compelling thing about SignalDemand for me is
looking out front and having a future price forecast that’s
based on factual information and historical information where

in the past; we relied primarily on gut feel”



How does the solution really work?

SignalDemand doesn’t have a soothsayer who can predict the
future; its expertise is based on advanced mathematics and
models that incorporate a patent-pending combination of all
relevant data, a rigorous rules—based approach and purpose-

built science to recommend price ranges.

The data varies based on the forecasting solution selected and

may include:

* Historical data from transaction aggregators (for example,

USDA data for meat products in the US)

* Historical and forecasted pricing on agricultural and related

products from other transaction aggregators

* Futures data from exchanges such as the Chicago Mercantile

Exchange or Chicago Board of Trade for comparison
° Data by commodity (primal cuts, grade, and/ or products)

* Demand insights (documented buying patterns for the

customer’s own products)

* Trends, seasonality and market emotion (the correlation

between the current price and other recent prices)

The result is market, price and quantity forecasting with which a
customer understands market trends and knows the right price

range for a product.

How can you add value to my processes?

SignalDemand helps customers improve their processes by:

Providing a daily forecast of products based on the most
reliable market data and using advanced mathematics to

provide a forecast of prices over a fifty-two week period

Creating a pricing platform that provides visibility to historical
and projected trends, seasonality and prices for multiple

commodities — updated daily

Facilitating more consistent pricing disciplines through the
integration of better information with the team’s market

knowledge

Providing information to enable more responsive and
fact-based discussions with trading partners, enhancing

satisfaction and building more profitable relationships
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101 California Street, Suite 1950
San Francisco, California 94111

Phone: +1.415.356.0800
Fax: +1.415.356.0806
Email: services@signaldemand.com

About SignalDemand

SignalDemand provides the global food industry process thousands of variables, SignalDemand’s
with on-demand software and services to achieve technology allows customers to adjust supply and
maximum profit margins in the face of volatile demand on a continual basis. By recommending best
markets and increasingly complex pricing decisions. price, supply utilization and product mix in moments,
Using patent pending mathematical models to SignalDemand enables better day-to—day decision-making.

©2009 SignalDemand, Inc. All rights reserved. SignalDemand and the Signal Demand logo are registered trademarks of SignalDemand, Inc. All other companies, products and services mentioned herein are the property of their

respective owners and should be treated as such. Product or service names mentioned herein are trademarks of their respective owners. 5/09




