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Life After (During)
A Down Market

Cycles Are Part of the Real Estate Journey
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OVERVIEW

uthor John Homer Miller says, “Your living is
Adetermined not so much by what life brings
you as by the attitude you bring to life.”

As outlined in this Report, we've discussed a number
of events such as the financial crisis of 2008 in

Trend #3 (The Good, The Bad & The Ugly) that
have presented us with many challenges. And yes,

a majority of these events will reshape our industry
as well as the mortgage industry for years to come.
But above all, your success will be determined by the
attitude, energy and focus that you bring to address
these challenges and opportunities.

Real estate brokers and agents should use this
somewhat quieter time to re-position, re-tool and re-
energize themselves and their companies, not only to
succeed during a down real estate market but to be
ready when the market recovers.

Also, for many years the real estate industry has been
held hostage by an old traditional brokerage model
that has continued to work because the consumer
hasn’t exerted enough pressure to change it. But now
circumstances may have may have created a situation
perfect for changing it.

If we are going to change and/or develop alternative
real estate brokerage models, we as real estate
professionals and existing players will have to focus
directly on those items that require changing and
attention now — not tomorrow when the changes are
upon us, but now before they occur. If we don’t there
are plenty of outsiders who have no interest in how
we “used to do it” or to what extent we as an industry
are or are not prepared to change — they are prepared
to take our seat.

As a matter of fact, some have already begun to
penetrate the real estate industry with new ways of
serving the customer.

This Trend illustrates some companies that have
already taken the first steps towards reorganization.

It will also provide both brokers and agents with a
large selection of recommendations regarding issues
that they can and should be focused on at the present
time to position their business for the future.

“The fairy tale market of the past few years
brought people into our industry that were
looking to take advantage of the opportunity
and were not focused on honing their skills and
professionalism. As the market corrects, those
who truly want to be a part of this industry will
only succeed through education.”

\/—

MARK WILLIS
CEO, Keller Williams International

CHANGING THE PARADIGM

ur research indicates that there isn't a major
O franchise in the industry today that isn’t

thinking about or talking about the future.
Most have a desire to make the consumer-centric
shift, but many are still struggling with exactly how
they should execute the process and how to bring
their franchises, branch offices, team members, agents
or even association directors along.

Building a solid structure to support the transition,
while making consolidation a key part of the process,
remains a difficult balancing act. And of course,

not all strategies are equal as different real estate
companies/franchises focus on varying strategies for
market positioning or in order to be successful

(see diagram on next page).

One of the reasons many traditional models are
increasingly unprofitable is because they have set
themselves up predominantly as marketing models.
But today in a market that places more importance on
prospecting and consulting than on branding, change
is no longer optional.
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There is also an underlying structural problem in the
industry. Many agents that are being supplied leads
generated by the brokerage’s marketing efforts or by
their own efforts off the web have not developed
lead generation skills sufficient to generate their own
clients. That’s not to say that there aren’t agents that
have developed these skills. The problem though is
that the unskilled agents are still focused on trying
to sell the buyer a new home when the customer is
actually searching for someone to provide quality
advice and interpret the information.

Because many brokerage companies and agents have
put their dollars and resources into branding and not
training, into prospecting and not closing, into selling
and not consulting, we have a generally unskilled
industry failing to serve the changing consumer the
way they want to be served and therefore should

be served.

Innovative Companies

There are many companies with great foresight that
have been planning for this change and altering,
modifying or scrapping their business models for

a new approach. By no means do these selected
examples cover the entire spectrum of change that is
occurring in the brokerage industry, but they reflect
the fact that forward thinking companies are not
sitting on the fence; rather they are actively planning
for a post-crisis market.

Gibson International

Gibson International (gibsoninternational.com) is a
company that is incorporating the latest technology
to serve both the local and international markets.
The company has developed its model based on the
fact that communication in today’s world demands
that the agents be accessible around the clock;
especially in the international arena.

Their goal is to address the issue facing their agents
of achieving that delicate balance between work and
family. Their focus on support services ranges from
marketing to coaching to home-office design. At the

same time the company utilizes it's “hoteling” concept
of full service space sharing for those agents who do
not need a full time office. Like Intero, Gibson is all
about helping their agents streamline their ability to
function in a new market and successfully interact
with the consumer.

“We have spent the better part of the last 18
months just focusing on helping our companies
correcting and downsizing dramatically from the
peak of several years ago. Our companies will be
well-positioned to take advantage of stabilization
and ultimately, the ongoing growth of our industry.”

\/—

RON PELTIER
President & CEO, HomeServices of America

Intero Real Estate Services

In an effort to accommodate its agents and improve
the bottom line, Intero Real Estate Services
(interorealestate.com) has introduced what it terms
the “Intero Andare Office Concept.” With agents
needing to be more mobile than ever before in a
wireless world, the company created a cost effective
environment that supports that need. The concept
incorporates the latest technology including tablet
PCs, VoIP, plasma TVs, high speed Wi-Fi networks
and web-based transaction management software that
provides for “anywhere” access.

The office design itself affords the franchisees cost
savings by setting up three communal areas that can
be shared by all the salespeople in a retail location.
Each one is furnished in a first class manner for
consumer comfort and agent support. Through

its relationship with EcoBroker, Intero has been a
leader in encouraging more environmentally-friendly
business practices and their structure definitely moves
in that direction, while at the same time reducing
the company’s overhead through a much more cost
effective and efficient model.
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Keller Williams Real Estate

While most real estate brokerages will post huge
losses in 2008, Keller Williams Realty’s (KW, kw.com)
unique business model has found critical mass and has
been able to create sustained profitability during the
difficult downturn in the housing market. The reason
is two-fold. First, KW has focused on equipping

its associates to adapt to and take advantage of

the current market so they can be as productive as
possible. Second, KW has focused on teaching its
franchise owners how to maintain profitability so
they are able to continue to profit share with their
associates. The interdependent business model of KW
supports associates and brokers working as partners in
the business. The traditional brokerage is an example
of a dependent model where the broker provides leads
to salespeople and then offers them a commission.

A 100% brokerage is an example of an independent
model where agents receive minimal support from the
broker but keep more of the commission.

BROKER - AGENT RELATIONSHIP
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In contrast to these models, the Keller Williams
model fosters a synergistic environment where both
parties succeed through teamwork. It encourages
associates and brokers to share their best practices
with each other and reward those who help the
company to grow. Associates that help the company
grow through recruitment are rewarded by profit
sharing from the owner’s profit. Treating them

as partners in the business also means giving the
associate a voice in the business. Keller Williams
has successfully focused on five key areas namely:

education, coaching, technology, profit sharing and
culture and the results speak for themselves.

RealEstate.com

RealEstate.com (realestate.com) Realtors®, along
with affiliate LendingTree.com, spun off in August
2008 from parent company InterActive Corp (IAC;
iac.com) to form an independent company, Tree.
com. Their change from an exclusive online model
to opening “bricks and mortar” operations continues
to make this an intriguing model. The acquisition of
New Homes Realty, which includes that company’s
website (newhomes.com), brings the company total to
approximately 1,300 agents in 20 market areas across
the country.

RealEstate.com launched brokerage operations in
2006, building up most offices from scratch. In
addition to its brokerage operations, RealEstate.

com also offers lead-generation services to real estate
professionals and its website serves as a real estate
search and information portal for consumers.

New acquisitions will give RealEstate.com a presence
in Florida, Georgia, Illinois, Louisiana, Texas and
Washington D.C. The company already operates in
Charlotte, Denver, New England, Philadelphia, Las
Vegas, New Jersey, New York, Phoenix, Portland, Salt
Lake City, San Diego, Seattle, Sierra Vista

and Tucson.

ACTION STEPS FOR BROKERS

hether you own a small real estate office or
Wa franchise with multiple offices, real estate

brokers have much in common with other
small business owners during these difficult economic
conditions. This economy affects all businesses
and it doesn’t really matter if you are the local hair
salon or the major department store, current market
conditions are tough.

For real estate brokers, owners and managers the focus
revolves around how to recruit quality agents,
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how to retain quality and productive agents and how
to increase overall profitability. This is analogous to
the farmer who must plant, fertilize and water before
reaping — and the sayings goes, “You reap what you
sow.” Sowing solid business principles is certainly a
key part of reaping a profit.

As part of its private labeled online eUniversity
program for brokerage companies, RealtyU®
(realtyu.com) offers 10 action steps to help real estate
brokers better position their business for the future.
Here is a synopsis:

Recruiting
1. Define Your Hiring Objectives

Brokers must know what they want in a new hire
before they can communicate the need to the
marketplace. It’s no longer a numbers game but

a quality contest. Creating unnecessary turnover
wastes too much time and is too expensive, let
alone the disruptiveness that results from bringing a
team member on board who's not a good fit.

2. Benefits Have Their Privileges

Announce your need to your local market and
identify the top five reasons why an agent should
join your company. Don’t get caught up in the
compensation game as it isn’t and shouldn’t be the
number one reason an agent joins your company.
The focus needs to be on what your company will
do to expand the agent’s career.

3. Being Creative

Most brokers understand the process of marketing
a home but they struggle with developing a
marketing campaign targeted for a specific type of
recruit. Brokers’ needs are the determining factor
in targeting what group of agents they need to

add to their team to achieve the desired results,

be it adding Gen X or Gen Y, adding multilingual
people, college graduates, etc. It will require the use
of multiple marketing channels such as Craigslist,

blogs, social networks, customer lists and other
online services to expand your search — go where
the agents are.

“Change is in the air in real estate. It’s
occurring at every level of what we do and
what we stand for.”

\/—

STEVE MORRIS
Founder and Chairman, EXIT Realty International

4. Quality Control

Test for a match before spending time with the
potential recruit. Do the standard background and
reference checks but more importantly check to
make sure the new recruit is compatible with you,
your company and your team. Many different tests
like a DISC assessment, the Real Estate Simulator,
the MBTI Personality test, etc. will all help provide
you a better understanding of “who” you are
considering for your team.

Retention

5. Leadership

The number one reason agents often leave their
company is a poor relationship or disagreement
with management. And this almost always comes
down to leadership and communication. The
work environment is critical and experts are now
saying that in a service business the customer or
stockholders are no longer #1 — it's actually the
people providing the service to the customers.

6. In Good Hands

Most real estate agents are looking for guidance,
mentoring and support to help them pilot their
careers to success. Many agents feel that their
brokers are either not accessible or don'’t really
care about them as individuals. Creating teams
and mentors within your company helps everyone

© 2008 RealSure, Inc.
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feel that they are part of something and that they
belong — which creates an air of openness and
sharing that will result in higher production.

7. Professional Development

Real estate is a self-help, self education industry
but the failure of the majority of agents to improve
their own knowledge and skills has placed an added
responsibility on the shoulders of brokers. To ensure
that your company/team succeeds, you must provide
agents access to extensive professional development
opportunities and encourage and support their
participation.

bringing costs in line with income is foundational
to the success of any business. But remember it’s
not a one time event. It has to be continuously
monitored and managed.

10. Systems

One efficient strategy to do more with less is to
streamline activities, automate repetition and
put systems into place that can handle many
non-income producing tasks. Technology for
real estate companies has come a long way in

“The current economic climate is going to
compel the real estate industry to finally
implement restructuring concepts that have
been discussed for years.”

- —

J. LENNOX SCOTT
Chairman and CEO, John L. Scott Real Estate

Profitability
8. Business Plans

Study after study has shown that most businesses
that fail did so because they did not have a
comprehensive business plan for the company to
follow. With an inexpensive real estate industry
specific business plan for agents like Create APlan
(createaplan.com) it is easy for brokers to ensure
that their agents are equipped with the necessary
tools to develop a realistic business plan and
accountability system.

9. Expense Analysis

It's amazing that during the peak real estate market
many brokers didn’t control their expenses and
failed to set aside a portion of their profits for

the leaner years. Re-margining your business and

helping to manage clients, agents, information and
transactions and increase productivity.

ACTION STEPS FOR AGENTS

n 2008 Gary Keller, Dave Jenkins and Jay Papasan

collaborated on their third book titled SHIFT. It is

a very timely book as it helps agents change their
thinking and focus by providing 12 proven strategies
for achieving success in real estate. | strongly urge
agents to read SHIFT (millionairesystems.com) as the
value far exceeds the cost and time invested.

It's not the intent of the Trends Report to do book
reviews, and neither would it be feasible to try and
detail this 292 page book here. However, as SHIFT
provides valuable direction for tackling tough times,
in essence the #1 trend for 2009, | have decided to
provide a short synopsis of their 12 strategies.

1. Get Real, Get Right — Mindset and Action

You are either running away from or towards
something — which direction is your call.
Remember, you can’t control the market but you
can control your outlook and your response to it.
It's not about “knowing more”; it’s all about “doing
more” and doing it right.

2. Re-Margin Your Business — Expense
Management

If your income drops but your expenses don't

128 www.RETrends.com
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immediately drop in lockstep, then your profit
margin is gone. Re-budgeting is your first issue and

if you don’t get it right it may be your last issue. Cut

your expenses, find your margin fast and get your
money working smart again.

3. Do More With Less — Leverage

You must evaluate which resources and services
have to stay and which ones need to go. Build your
core competencies around what really matters and
associate with people who are on the same page as
you. Now more than ever your personal actions,
your people and your systems must be focused on
the 20% that matters.

4. Find the Motivated — Lead Generation

As leads become fewer you must reorganize

your priorities and processes and make a more
concentrated effort to generate them. First, stop
doing what doesn’t work. Second, figure out what
works. Third, ramp it up. It's obviously a little
more complicated than that and the book details
beautifully a process for getting in the path of more
business.

5. Get to the Table — Lead Conversion

The effort you give to converting leads has to
match the effort you give to generating them.
Once you have captured a name and number it’s
time to connect. Setting up the meeting is your
responsibility and it’s not going to happen if you
don’t ask.

6. Catch People in your Web — Internet Lead
Conversion

If your website isn’t consistently generating
appointments with motivated buyers and sellers
then it isn’t earning its keep. Contrary to a lot

of talk, success on the Internet isn’t measured in
clicks, unique visitors, page views or registrations.
It's measured by appointments to do business.

7. Price Ahead of the Market — Seller Pricing
Strategies

Pricing houses for a successful sale is never as simple
as some might think. Successfully pricing the house
doesn’t necessarily mean getting the maximum price
possible, but rather getting the maximum price
today. Make sure you understand the cost associated
with overpricing.

“Right-sizing our company saved us more
than $9 million in operating costs between
December 2007 and December 2008 and

gained us 58 % in market share during the
same period.”

_—_—

GINO BLEFARI
Founder and CEO, Intero Real Estate

8. Stand Out From the Competition — Seller
Staging Strategies

Staging is an essential part of the marketing process
and in today’s buyers market it is more important
than ever if you want to stand out from the other
competing properties for sale in your market.

9. Create Urgency — Overcoming Buyer
Reluctance

During a shifting market, buyers can easily lose sight
of the primary reason driving their home purchase
—a different neighborhood, a better school district,
proximity to work or recreation, etc. — and become
hyper-focused on price. No one can perfectly time

a market and a buyer’s market is exactly that —a
buyer’'s market. Overcome buyer reluctance and
create a sense of urgency.

10. Expand Your Options — Creative Financing

Affordability is the juice that makes the market
go or come to a halt. When it's up, the market is

© 2008 RealSure, Inc.
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up and when it's down, the market goes down. So
when a buyer falls outside of the standard qualifying
guidelines (down payment and financing) then it’s
time to bring in the creativity to help a buyer and
seller put a deal together. Make sure you know how.

11. Master the Market of the Moment — Short
Sales, Foreclosures and REOs

Every market brings its own rhythm and its own
rhyme. Niches and unique opportunities that show
up in one market disappear in another. The instant
these markets of the moment appear make sure you
take notice, are prepared and act accordingly.

“November 4, 2008 may mark a turning
point, not just in our national politics, but in
our industry. Whether or not you agree with
President-Elect Obama’s positions on the
issues, you cannot deny the positive energy
his campaign has inspired.”

"_\, _|
TOM KUNZ
CEO, Century 21 Real Estate

12. Bulletproof the Transaction — Issues and
Solutions

Real estate transactions aren’t particularly trouble
free in any market, but very few sales are easy and
almost all closings are a challenge when the shift
happens. Therefore it’s important to master the
skills required that go with a successful transaction
and fully understanding where things can go
wrong and what you can do to bulletproof

your transactions.
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® TAKE AWAY

Paradigm shifts share one thing in common — they
don’t happen overnight. They are slow to develop
and change during the process. Seldom does a shift
end the way it started. And therein lays the challenge
and the opportunity — recognizing the shift is the

first step, take action the second and monitoring its
evolution the third.

And it is often that the early bird that gets the worm.
Reacting when the shift is starting is considerably
wiser than waiting till the shift is almost over.

At the center of a paradigm shift is “change,” and

its here that many Realtors® get lost in the shuffle
and fall out of touch of what'’s happening. Staying
aware and if required, ahead of the curve, is the only
way of ensure that you are in a position to make wise
decisions concerning your future.

Case in point. We have been discussing the advent of
social networking outside the real estate industry for
many years before it started to filter over to the real
estate industry. Those who took note back then and
became involved are already established in numerous
online communities, blogging and micro-blogging
platforms while many newcomers are only now
waking up to theses opportunities.

Well, out of the “subprime ashes” of 2007 and the
“mortgage meltdown” of 2008 we are going to see a
whole new real estate industry evolve and develop.
We may very well look back at the years 2008 — 2012
as the transition years during with our industry took
a major paradigm shift; Organized real estate such

as NAR may be on a new track, MLS may look and
function completely different, new non-US firms
will have major serious new brands in the US, social
media will have found its connection with real estate
professionals, and a new generation of younger, more
global, more social media, more wireless and better
educated will assume the leadership of the real

estate industry.

From the consumers point, things may also change
significantly. We already know they are holding the
joystick of the real estate transaction and with recent
losses in home prices they may very well feel that it’s
time for them to exert even more influence and power
of the home buying process.

But we need change. Change is life itself.

With change lies your opportunity.

Gradually and continuously reinvent yourself.
Restructure your business.

Enhance your business and professional skills.
Remain aware and current with innovation.

Become the one in your market that is the source for
all real estate, mortgage and housing information.
You also hold the keys to the all the other “lifestyle”
information the home buyer and home owner is
interested in. So what are you waiting for...become
the “go to” guy or gal.

You want to survive or even thrive during this down
market? Then get yourself out of the “transaction
mode” and into the “conversation mode.” Engage

the consumers and service them as you have never
done before. Create trusted relationship, both off

line and online, in which the customer would never
consider going anywhere else. It all starts long before
the contract is signed and continues way past the
closing — it’s about a long term, maybe even, a lifetime
relationship.

Exciting times.
Limitless possibilities.

As the Disney Song goes “It’s a whole new world.”
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