

T12 Graphing

{This explanation and associated Spreadsheet has been created by J Ranger Ltd (www.jranger.com} following use inspired by CEO Tools by Kraig Kramers (http://www.ceotools.com). This file and associated spreadsheet may be freely copied and used, provided this notice is kept with the files.}
INTRODUCTION

T12 (Trailing 12 Month) graphs are a series of points where for each point (for a specific month) the value is the sum of the data for that month and the preceding 11 months.  Therefore for July 06, the value would be the sum of all the values for August 05 through July 06 inclusive; for August 06 the sum of values of September 05 through August 06 inclusive.
So why T12s?  The main sales factors for most companies include some level of seasonality and hence if graphing Turnover, say, it might be natural to expect a dip at some point in the year, for example during the summer holiday season.   The problem when looking at such graphs is whether the dip this year is better or worse than the previous year’s dip, is the subsequent rise better or worse?   T12s overcome these interpretive issues as they remove seasonality from the data points because each data point includes a full year.  Therefore for Turnover, up is good, down is bad – no interpretation.
Additionally, understanding trends is very important – when there are ups and downs due to seasonality spotting a trend is very difficult.  With T12s the trend line (up, level, down) is immediately apparent.
Hence T12 graphs provide a quick and totally unambiguous picture of company performance.  The usual four parameters to graph are overall Turnover, Gross Profit, Turnover and Net Profit.  Turnover is graphed in absolute values, whereas it is recommended that the others are graphed in percentages.  This is because margins may be declining, whilst overall profit is increasing – a classic graph of absolute profit would hide that margin decrease which is an important issue.   Overhead is also shown with the scale inverted – this is so that on all four graphs Up is good and Down is ‘bad’ – we want to decrease Overheads as a percentage and hence reverse the scale so that a Decrease is in fact Up.

Clearly, the T12 methodology can be used for any parameter and not just the standard four of Turnover, Gross Profit, Overheads and Net Profit.  For example, one can create T12s for each major product line, which would show which products are doing well and which might be weakening, even though overall Turnover may be increasing.  Additionally, if a company has set itself Key Performance Indicators (KPIs) to monitor its progress in respect to Strategic Objectives, then T12s can be used to follow the trends in respect to each of these, if they are quantifiable and measured on a regular basis. (If they are not measurable the KPI probably needs reconsidering!)
{What to do if you don’t have 12 months data?  You could do weekly after 3 months.  Or simply plot in the old fashioned method of the value for each month and then as soon as you have enough data start doing T12s.  Or do T3s, T6s, etc until T12s are available.}

HOW TO USE THE SPREADSHEET

Data to be entered in the Spreadsheet is denoted by Yellow boxes in the spreadsheet.
Select the “Data Sheet”.  

(Note: Column B is deliberately hidden – it is a calculation column.)

Save the Spreadsheet with your company or other relevant filename – the filename will be printed at the top of the resultant Graph page.

In cell A4 enter the month and year of the first month for which you have data.  Then in columns C, D and F enter the absolute values for Turnover, Cost of Goods sold and Overheads – note these are the values for each month, NOT the T12 for that month which is calculated separately.

Continue to enter data for each month up to the current month.  (Note: Months after the base month at A4 are calculated for you.)
Then if you have entered (say) 20 months of data, enter the number 20 in Cell D1.  The value in D1 is used to ensure that the T12 calculations do not go beyond the month entered.  As you enter new data in the next month you must increment the value in cell D1 for the T12s for the new month to be calculated and show on the graphs.

Cell G1 is used to show the name of the Company to which the T12s are related.

Select the “Graphs” sheet

Once data has been entered into the Data Sheet, the graphs will be automatically updated and may be printed immediately – they are preformatted to print on one page.

However, it is likely that you will not like the scales on the graph and most people will want to change these.  For example changing the Turnover scale to a value a little less than the lowest value and to just above your aimed for figure for the end of the year; or changing the three percentage graphs to show a range of 0-40%.  (Note: It is recommended to keep the three percentage graphs with the same vertical axis so one can understand them comparatively at a glance.)   It is likely that you will also want to change the horizontal (Date axis) to be from the first T12 point to (say) the end of the current financial year.

To change the scales, move the cursor over the labels of the scale and right mouse click and then select “Format Axis” option.  Then selected the “Fixed” radio button for Minimum and Maximum axis options and enter the values you want.

CONCLUSION

.... and that is all there is to it.  A five minute data entry each month, after the initial set-up, will have you instantly understanding performance – is turnover growth slowing or decreasing, are margins holding up, are overheads beginning to creep out of control??  It is amazing how easy these subtle signs are easy to miss when looking at classic figures and data formats – T12s make them instantly clear so you cannot kid yourself and hence will make you take the necessary action (hopefully a celebratory drink because of your continuing stellar performance!).

One final point: why not share your T12s with all your staff? If everyone knows the performance of the company then everyone can be rallied into supporting any actions required when things are not as good as hoped for – you’ll be surprised at the ideas staff will generate when they are in the know – they want success as much as anyone.



