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FORECAST THEATER 

Real Operating Decisions. Real Capability Failures. Real Business Outcomes. 

An Executive Case Study in The O'Brien Method Series 

COMPANY PROFILE 

Industry: Real estate: commercial real estate services and brokerage firm 

Approximate revenue: $20–24 million 

Business model: Transaction-based commissions; long deal cycles and inherently lumpy revenue 

Growth stage: Mature; ownership is evaluating a recapitalization and needs a credible forecast for investor 

diligence 

EXECUTIVE SUMMARY 

The monthly forecast meeting was a polished ritual: each broker presented deals "likely to close this quarter" 

with a confident percentage, leadership nodded, and the resulting number went into the board deck. Actual 

quarterly revenue had missed the forecast by wide margins in five of the preceding six quarters, yet the meeting 

itself never changed. It was a performance of confidence rather than a mechanism for finding the truth. A 

diagnostic found that the brokers' probability percentages were not tied to any historical stage-progression data. 

They were informed guesses, occasionally adjusted upward when leadership seemed to want good news for the 

quarter, and no one had ever checked how often an "80% likely" deal had actually closed. 

THE SITUATION 

Ownership was preparing for a recapitalization conversation that would require a defensible forecast during 

investor diligence. The existing forecast process, though confident, well-attended, and seemingly rigorous, 

looked on its surface like exactly the kind of discipline a diligence team would want to see. The recurring miss 

had become something of an open joke inside the firm, tolerated as an inherent feature of a lumpy, transaction-

based business rather than treated as a solvable measurement problem. 

THE INVESTIGATION 

The diagnostic pulled two years of closed-deal history, calculated actual stage-to-close conversion rates for the 

firm's own pipeline stages, and then compared those historical base rates with the probabilities brokers had 

verbally assigned to comparable deals in past forecast meetings. The gap was substantial: deals brokers had 

called "80% likely" had, in the historical data, closed at a rate closer to 45%. The forecast number had never 

been wrong because the brokers were dishonest. It had been wrong because the input, a subjective confidence 

level, had never been calibrated against anything real. 

ROOT CAUSE 

The root cause was a forecast built entirely on uncalibrated subjective inputs. No mechanism existed to compare 

a broker's stated probability with that broker's or the firm's actual historical conversion rate at each stage, so the 

forecast was structurally incapable of being accurate, regardless of how disciplined or well-attended the meeting 

producing it appeared to be. 
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THE INTERVENTION 

Stage-based probabilities were built from the firm's two years of historical conversion data and replaced brokers' 

subjective percentages as the default forecast input. Brokers could flag genuine deal-specific exceptions rather 

than assigning an unmoored number to every opportunity. A "surprise log" was introduced to track every instance 

where a deal's actual outcome diverged meaningfully from its stated probability. It was reviewed monthly to 

keep the calibration honest over time rather than letting it drift back toward optimism. 

BUSINESS RESULTS 

Forecast variance narrowed meaningfully within two quarters of the changeover. Ownership entered the 

recapitalization diligence process with a forecast number backed by a stated, defensible methodology rather than 

a confident-sounding meeting, which materially undermined the credibility of the firm's numbers in front of 

investors who were, by definition, going to stress-test them. 

THE O'BRIEN METHOD INSIGHT 

A forecast meeting can be well-run, well-attended, and confidently delivered, yet still produce fiction if the 

inputs feeding it were never calibrated against what actually happens. Confidence is not the same as accuracy, 

and a room full of experienced, well-intentioned people can be uniformly and consistently wrong together when 

nothing in the process checks their stated probabilities against history. 

KEY TAKEAWAYS FOR CEOS 

● Replace subjective, verbally stated deal probabilities with stage-based probabilities calibrated to your 

historical conversion data. 

● A confident, well-attended forecast meeting is not evidence of an accurate forecast. Check the 

meeting's actual track record before trusting its rituals. 

● Keep a running log of forecast surprises, including deals that closed or didn't close against their stated 

probabilities, and review it on a fixed cadence to prevent calibration from drifting back toward 

optimism. 

● Before any diligence or board-reporting event that depends on forecast credibility, audit whether your 

probabilities are calibrated or merely confident. 

● A lumpy, long-cycle business is not automatically unforecastable. It requires calibration against its 

own historical pattern rather than assuming unpredictability is inherent to the business. 
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