“Real estate has abandoned more
technology than we’ve adopted.”
— A consultant

New Applications on the Horizon

From personal communication devices

to robust websites to online marketing
tools, real estate professionals rely on
technology to achieve their goals. But as
new applications emerge, differentiating
between the “must-haves” and the
gimmicks remains a challenge. And it
seems that the consumer is more and more
ahead of the real estate professional in
pushing the envelope of technology.

‘Smart’ phones. More real estate
professionals are using “smart
phones” that provide instant access
to emails and MLS data. Why?
Today’s consumers want an instant
response to their messages, not a
reply later in the day. “The first
person to respond to a prospect has
a definite market advantage,” said
one agent. “They may email or text
you — and you need to be able to
get back to them immediately.”

Talk or text? How do younger
consumers communicate? Chances
are good they use text messages —
thousands of times each month. Real
estate professionals who want to
stay in touch may want to consider
learning this new skill and adding
unlimited text messaging to their
cell phone plans. “Many agents now
rely on their smart phones as they
use text to increase their sphere of
influence,” said a West coast agent.

Interactive Web sites. Through
the years, broker and agent websites
have increasingly added more
content and consumer-oriented
information. But now many are
moving from static advertisements
and information to interactive sites.
There is no question this trend

will continue in the future. As one
broker said, “What we aim to do

is to build sites that engage people
so they’ll become clients, complete
transactions with us and send us
their referrals.”

Lead management. The increasing
power of technology tools has
enabled other players to make

first contact and participate in the
transaction. This underscores the
need for effective lead management
systems. “Online leads require

an incubation period before they
ripen,” said one expert. “You

have to capture the lead and use
technology until the lead gets
warmer. That means sending
information and marketing
material on an occasional basis
until the prospect is ready

to act.”

Think ‘marketing.’ For brokers
and agents, a “marriage” between
technology and marketing is most
likely to produce business results,
according to several experts. “It’s a
mistake to have your IT department
operate in a vacuum,” said one
broker. “You need to have that
cross-flow of ideas with marketing
in order to keep the creative

juices flowing — and to develop
applications that advance

your business.”

The Cycle of Change
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Because of the rising cost of
technology and online marketing,
some experts believe brokerage
firms will get larger in order to
achieve an adequate return on
their investments. On the other
hand, a case could be made
that smaller brokerage
= companies could
become specialists
and dominate
niche markets by
effective use of
online tools.

that will survive.”
(: _ " Larger or smaller firms?

Improving the sales force.
In many markets, brokers are
turning away from models
based on quantity (number of
agents) to quality (fewer, more
skilled agents) to provide a
better consumer experience.
That “professionalism” could
provide a market differentiation
advantage.

Fishing in the management
talent pool. In recruiting
talented managers and productive
sales associates, brokers may

be able to tap Baby Boomers

in their 50s and 60s seeking

a flexible second career and
young professionals seeking an
entrepreneurial career. “It’s also
very important for brokers to
have their succession plans in
place,” said one broker. “You
have to develop your internal
managers or bring in someone
from outside and educate them
about real estate in order to keep
your business moving forward.”

Pressure on compensation.
In the next few years,
commission revenue will
continue to decline, according to
most participants. If the public
sees real estate as a “me-too
business,” as one broker noted,
“...the decrease in commissions
will continue. But if brokers can
continue to demonstrate their
value, their businesses will be
in much better shape.”



“Younger agents know how to work fast and smart. They don’t care how
business was done 25 years ago — they’re starting out fresh.

And their mindset meshes with the demands of today’s consumers.”
— A top-producing Southern agent

Successful real estate agents increasingly ¢
will need to focus on providing accurate,
objective advice to clients as a trusted

advisor. That means emphasizing the
relationship rather than just looking at a

specific transaction. “The consumer needs

a guide through the process,” said one
consultant, “and that’s really where the

agent will add value.”

Becoﬁing 1Trusted Advisor

Fewer agents. With slower conditions in many U.S. markets, the number
of real estate agents is declining. That appears to be the case for agents at all
levels of age and experience — not just older agents who are retiring. As a
result, the productivity of the average agent is likely to increase in the future.
Most participants expect the industry’s sales force to decline substantially in
the next few years — a trend that might or might not be healthy for

the industry.

More specialists. Becoming an expert in a certain market niche will be an
increasingly important strategy for real estate agents. As one Midwest agent
said, “In order to distinguish yourself in the marketplace, you have to really
know a product. That means understanding a particular demographic or
market segment so well that you become indispensable — there’s no way for a
consumer to get that level of information from a site on the Internet.”

Growth of teams. More agents are forming teams — a trend that raises
financial, legal and liability issues for team members, brokers and customers.
As one broker said, “Team leaders are acting like brokers, and consumers
don’t understand who they’re working with because of team branding. There
are also questions regarding liability, compensation, taxes, and licensing. The
bottom line is that brokers and their agents need to be sure business is being
done the right way.”
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The future of multiple listing

service (MLS) organizations

is filled with questions: Who

should own and operate

these complex and expensive

database systems? How

can access to listing data be

managed in a way that balances

marketing opportunities with

fiduciary responsibilities?

How can the MLS stand out as

a trusted source for accurate

data when consumers — and

real estate professionals

— can easily find property

information from alternative

online sources?

“We live in an unruly world that doesn’t adhere to the rules

of organized real estate. It’s essential for MLS systems

to remain a meaningful part of that experience.

Online challenges. Many online
companies have found new ways
to deliver real estate information
to consumers: mapping functions,
aerial photos of neighborhoods,
estimated market values on
comparable homes and community
information. Their consumer
friendly design many times provides
a better experience and even

more information than real estate
professionals can access in their
own MLS.

Larger, regional systems. Large
brokers will continue to push for
regional MLS organizations that
serve an entire market area or even
an entire state. “Why do I need

to belong to eight different MLS
organizations, each with its own
set of rules and data standards,”
said one broker. “That’s just not
sustainable any more. We need

to consolidate around regional
markets and simplify the data
handling process.”

Structural stress. New forms

of property information access

are challenging the ability of the
MLS to adapt and remain relevant.
Separation of the MLS from
Associations with broker ownership/
control is often mentioned as
necessary to assure responsiveness.
Many brokers express concern
about the possible future role of
NAR and several large states in
MLS type ventures. And there is the
philosophical question of the holistic
basis of both Association and

MLS services.
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— An MLS executive

Data syndication. A listing

is a marketing asset for brokers

and agents who want to show the
information as widely as possible.
From that perspective, real estate
professionals would prefer to enter
the listing data just once, then being
able to easily distribute it wherever
desired: newspaper sites, bulletin
boards, online services, agent sites
and global search engines. “Keeping
that data in just one place like the
MLS doesn’t make sense anymore,”
said one agent. “An MLS should be
thinking about becoming the single
point of entry in the world of

data syndication.”

A common identity. Another
issue for brokers and agents seeking
to make the most efficient use of
their time is the need to use multiple
passwords to sign into different
MLS systems. Just as individual
banks formed networks like Honor
and Cirrus to provide a single
identity standard for ATM usage,
local MLS organizations could
adopt a similar unifying strategy.
“We need to be looking at the
concept of federation,” said one
MLS executive.

Delivering results. For brokers
and agents, the value of an MLS
organization is its ability to deliver
results. If alternative databases —
such as craigslist.com or rent.com
— generate more traffic for property
listings, the overall value of the
MLS approach may decline. “Our
agents are going to sites where they
get the best results,” said one broker.
“In part, that’s because we have not
done a good job in letting people
know there’s a benefit in MLS.”



“Accept change, adapt to your
advantage, and move on”
— An industry consultant
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Choose Your Future!

Many participants in the sessions
encouraged everyone in the real estate
industry to accept the facts of change

— even if they appear negative today —
rather than deny their existence. Markets
are cyclical, technology is evolving,
information is available, competition is
increasing, consumers are demanding,
and the value of everything is being
questioned. Accept them as fact and
decide how to respond. They were also
positive on the tremendous opportunity in
real estate business cycles.

What lies ahead for the
real estate profession?

Here are three possible scenarios
presented by three participants:

Status Quo: “One thing that
won’t change is the fundamental
way service is delivered: person to
person from agent to consumer.
That emotional connection that
we have with the consumer will
continue, because people want
someone to hold their hand and
explain the transaction. That means
the agent will still be at the center
of the transaction.”

— A Baby Boomer broker

Moderate Adjustment: “We
are going through a challenging
period, but this is a healthy thing.
All markets need to flush out the
inefficient service providers. The
end result will be a much healthier
business with better margins. I’m
bullish about going forward after
this period of catharsis.”

— A Generation X broker

Major Change: “Radical
change may be coming. If it
occurs, it will come from outside
our industry. There are plenty of
Web entrepreneurs waiting for the
opportunity to steal our bacon.”
— A Millennial agent

Which scenario is most likely to occur?

It’s up to the industry — and each real estate professional — to weigh the
probabilities and choose your own future in the continuing cycle of change.
And going forward, it’s important to remember the words of one consultant:
“Any type of real estate market is always good for someone.”

The Cycle of Change






