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WHAT ASSUMPTIONS DO YOU MAKE WHICH ARE NOT BASED ON FACT?
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FOR TRUSTEES AND
DIRECTORS

POLICY DEVELOPMENT

STRATEGIC STARTER OF THE MONTH

So the belief that interest rates will go up
has been wrong (so far) for a decade but at
least it had a basis in fact. 

I read a respected economist this week
who stated that while last year’s pandemic
was “unprecedented”, this year it is
“precedented”. We therefore know what
the economy will do this time around, he
said. 

The share market agrees: In March last
year the NZX dropped 25%. On August
18th this year the NZX rose by 3%.

ASSUMPTIONS

You have to make assumptions when
designing your strategic plan. The future is
unknown. Still, you design your future
with the actions you take today.

Those actions are based on your view of
the future which, in turn, is based on your
beliefs or assumptions.

For example, the Official Cash interest
Rate set by the Reserve Bank (OCR) has
averaged 6.91% since 1985. The OCR is at
2.25% today so it is a no brainer that
interest rates will rise. 

Of course, this has been true since 2011,
the last time the OCR was anywhere near
6.9%. 



But what are the facts?
 

This year New Zealand is alone in being a
closed economy (not counting North Korea).
Where we were a safe haven for business in
2020, now we are a pain to trade with.
Container shipping lines and TV production
companies would rather not be here.

Last year people were fearful for the future but
now businesses have worked out whether they
can survive or not. They are in a position to
make more rational decisions to close or stay
open. 

S T E L L A R I S  L T D

Looking at the graph you can see the
grey line for 2016 when we had a bad flu
season shows a peak with significantly
more deaths -around 850 compared to
fewer than 700 in 2020. However, a
University of Waikato study concluded: 

The fall in all-causes mortality after lockdowns in 2020 is only a short-term effect.

A winter of no excess mortality was followed by four months of excess mortality totaling about 1200 deaths (ca.
four percent of annual deaths). The surge in deaths was concentrated on the elderly so public health interventions
only slightly postponed death.”

Knowing this new information should the firm reconsider its investment intentions?

 

Last year firms had to create new
processes on the fly. This year most
companies know what they are allowed to
do. Interestingly public opinion plays a role
with the Warehouse Group less keen to
take the wage handout than in 2020. Will
the sugar hit of the Covid support be lower
than in 2020? 
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Do any of these facts change your forward plans?

Example: Here is an example where reasonable assumptions can be questioned and might make for
different investment decisions for a firm providing services to older people.

An assumption about lockdowns as a response to Covid is that it saved lives -especially older people.
That seems like a reasonable assumption. Not only were people saved from Covid but also from the
effects of ‘flu and other seasonal diseases.

If this is the case then a business will
benefit if it provides a service directly to
older people or other services to older
people e.g. rest homes, medicines, etc. It
might make sense to ramp up investment
to cater to increased numbers in this age
group.

Did the lockdown save lives? 
It certainly saved deaths from Covid.

Source: NZAE_Poster_postponed_deaths_A0.pdf

https://www.nzcpr.com/wp-content/uploads/2021/08/NZAE_Poster_postponed_deaths_A0.pdf


When thinking of possible solutions to a problem you’ve identified,

identify and challenge assumptions about the problem. It can help you

develop a fresh perspective on the problem.

 1. Identify one fact you “know” about the problem. Call this an

assumption.

e.g. People buy more when prices are lower.

 

2. Think of two ways that the assumption could be untrue.

e.g. But they prefer expensive if it’s a diamond ring.

 

3. If the assumption can be made untrue then what does this different

perspective mean about your problem?

4. If the assumption can’t be made untrue then this is a boundary of your

problem to work within.
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Give Ron Scott at
Stellaris a call on 

 
0800 23 23 78

 
or

 
email us at

info@stellaris.co.nz
 
 

  to discover how
Stellaris can help

you!

HOW TO CHECK YOUR ASSUMPTIONS

S T E L L A R I S  L T D

All training and
coaching can be
altered to suit
the level of your
Trustees and
Directors.



STELLARIS LTD
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STELLARIS LTD

Let's Talk Statistics
I have included a random range of statistics. Please let me know other statistics you would like to follow.

https://www.linkedin.com/in/ronscott1/


STELLARIS LTD

TRAINING WORKSHOPS
FOR TRUSTEES AND
DIRECTORS

MEETING FACILITATION Whether it’s a strategic planning session, a discussion group or an
annual team building day - give us a call!

We developed the ‘The Directors Chair‘ Course, a series of
workshops designed to further your knowledge and skill set in all
areas of governance.

We help you create fit for purpose policies for your organisation.

It could be helping a CEO understand the Boards needs or talking
through approaches to leadership challenges or even helping the
Chair of the Board design a regular agenda. 

POLICY DEVELOPMENT

COACHING AND
MENTORING OF KEY STAFF
AND BOARD MEMBERS

Permit me to show a bit of fatherly pride. My son
James has been selected by NZ Rowing as one of 8
men in the Elite Performance Training Squad. All
going well he will be an Olympian in three years’
time.

There is a message for businesses here, when he
phoned to tell me the news and I asked him what got
him through. 

“I trained when others wouldn’t”. 

I think back to the hours he spent on the rowing
machine in my driveway during last year’s lockdown,
the refusal to join in eating junk food, the early
morning trips to the Club to get out on the water on
very cold mornings and I think he is right. Its not that
others could not. It was that others would not. 

If you want to get in early as a sponsor or invite him
to give a motivational talk then please give me a call.

RONNING AROUND
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CONTACT US
www.stellaris.co.nzinfo@stellaris.co.nz
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