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Abstract 

          Share Price is an important role in the Economic world. In this paper the share price for 
Nifty-50 data for the year 2006- 2017 can be forecasted. Single Exponential Smoothing 
method can be discussed. Exponential smoothing is more suitable in forecasting and it gives 
highly powered in the share price. 
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1 Introduction 

         Forecasting is an important problem that spans many fields including business and 
industry, government, economics, environmental sciences, medicine, social science, politics, 
and finance. Forecasting problems are often classified as short-term, medium-term, and long-
term. Short-term forecasting problems involve predicting events only a few time periods 
(days, weeks, months) into the future. Medium-term forecasts extend from one to two years 
into the future, and long-term forecasting problems can extend beyond that by many years. 
Short- and medium-term forecasts are required for activities that range from operations 
management to budgeting and selecting new research and development projects. Long-term 
forecasts impact issues such as strategic planning. Short- and medium-term forecasting is 
typically based on identifying, modeling, and extrapolating the patterns found in historical 
data. Because these historical data usually exhibit inertia and do not change dramatically very 
quickly, statistical methods are very useful for short- and medium-term forecasting. Investors 
in financial assets are interested in forecasting the returns from their investments. These 
assets include but are not limited to stocks, bonds and commodities; other investment 
decisions can be made relative to forecasts of interest rates, options and currency exchange 
rates. Financial risk management requires forecasts of the volatility of asset returns so that the 
risks associated with investment portfolios can be evaluated and insured, and so that financial 
derivatives can be properly priced. Sigit Sugiarto, Arif Sanjaya and Gamal discussed 
Forecasting Rice stock using Winter’s Exponential Smoothing and Autoregressive Moving 
Average Models [2]. Exponential Smoothing methods are most effective, the parameters 
describing the time series are changing slowly over time. Monica, Kalaivani and Jayalalitha 
described Forecasting the Annual Temperature of India by using Exponential Smoothing [3]. 
It is a powerful forecasting method that may be used as an alternative to the popular Box 
Jenkins ARIMA family of methods.    

         Forecasting is very essential in many of system since of future events must be organized 
into the directing process. Forecasting stock market prices has always been challenging task 
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for many business analyst and researchers. Stock market price prediction is an interesting 
area of research for investors. Nashirah Binti Abu Bakar and Sofian Rosbi, discussed 
Reliability of Exponential Smoothing methods for forecasting Islamic Share Price to oil and 
gas sector in Malaysian Stock Exchange [5]. 

 

 

2 METHODS  

         Time series analysis have been used in forecasting under that Single exponential 
smoothing technique have been resolved.  

 

2.1 SINGLE EXPONENTIAL SMOOTHING (SEST)  

         Exponential smoothing is probably the widely used class of procedures for smoothing 
discrete time series in order to forecast the immediate future. Exponential smoothing is a 
simple and pragmatic approach to forecasting, whereby the forecast is constructed from an 
exponentially weighted average of past observations. 

         Exponential Smoothing is one of the forecasting techniques with varied applications. 
Exponential Smoothing is a term which is applied to a special type of weighted moving 
average useful in sales and inventory forecasting. The ratio of geometric progression of the 
series of weights is (1-  ), where α is called the smoothing coefficient. The simple 
exponential smoothing equation: 
              

                             )(xSt   = tx  + )1(  )(1 xSt                                            (1)  

Where, tx = value of the series in time period t.  

                          )(xSt = smoothed value (moving average) of the series in the time period t 

                         )(1 xSt = smoothed value (moving average) of the series in the time period 

just previous to the period t.  

                           = smoothing constant known as smoothing coefficient  

    Step 1: Find the tS , the change in smoothed value,  

                                          1 ttt SSS                                                                  (2) 

    Step 2: Find the trend estimate Tt , by the formula  

                               1)1((  ttt TST                                                             (3)  

   where  1, tt TT  denote the trend at time t  and  1t .  
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    Step 3: Prepare the forecast  tx̂  for the period )1( t   as follows  

                                         ttt TSx

 )1(

ˆ


                                                             (4) 

     Step 4: Calculate the forecasting error te ,  

                                        1
ˆ  ttt xSe                                                                       (5)  

Exponential Smoothing Technique (EST) is a forecasting technique which has been applied 
in many works. This paper has been resolved using the single exponential smoothing 
technique for forecasting the share market data. 

 

3 RESULTS AND DISCUSSION 

          The generated result that is difference, forecast error have been tabulated. The Annual 
share price data have been forecasted. 

           In the analysis, resolve the value for the smoothing parameter (denoted by ) is based 
on trial and error. The value of   have been taken as 0.4 and proved in order to find the 
suitable value. Here the 
annual share price have 
been taken as actual value 
and been forecasted 
using single exponential 
smoothing method which 
is shown in the Table 3.1. 
Based on this table  to 
develop the graphical 
representation in figure 1, 2 
and 3. In figure 1 
represent the simple 
smoothing variation  in 
error. 

 

 

Table: 3.1 Annual share price: Single Exponential smoothing with  = 0.4 

year  
Open share 
(in Lakhs) Forecast Error 

First 
Difference 

2006 8  -  - 3  
2007 11 9.56 -0.44 -1 
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Fig: 1 First Difference of Actual Value 
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2008 10 10.07 0.07 0 
2009 10 10.24 -1.76 2 
2010 12 11.55 -1.45 1 
2011 13 12.73 -15.27 15 
2012 28 22.80 8.80 -14 
2013 14 18.29 1.29 3 
2014 17 17.91 -3.09 4 
2015 21 20.18 0.18 -1 
2016 20 20.49 -8.51 9 
2017 29 26.28  -  - 
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Fig: 2  Annual share market data and Forecast value Single Exponential Smoothing 

 

 

Fig: 3   Open Actual Share value 

CONCLUSION 

           Here forecast the share market price of the Nifty-50 data can be developed by simple 
exponential smoothing of historical time series. It successfully forecast the stock 
prediction is very complex task and various factors should be considered for forecasting 
the market more accurately and efficiently. 
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