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Zillow Group stock surges to record $10.5B market cap
Momentum reflects Wall Street's confidence in the company and RE
tech. But with Premier Agent revenue growth slowing, Zillow will need
to keep innovating.
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Following a strong fourth quarter in which Zillow Group posted a record $1 billion in annual

revenue, the Seattle-based real estate tech company continues to soar on Wall Street, surging 10

points since March 1 and tallying a $10.5 billion market cap for the first time since going public.

The forward momentum, which culminated Tuesday with afternoon trading at $57 a share, reflects

growing investor interest in real estate technology, a renewed focus on small- and mid-cap

businesses and Wall Street’s widening clarity on Zillow’s overall strategy, analysts said.

“They’re showing that the business model can be profitable,” said Mike DelPrete, a real estate

technology expert who has advised startups and portals as an independent consultant in

Colorado. “Operating their model in the U.S. is expensive — I mean, they’re spending a lot of

money — but what they’ve shown is that it can be profitable and that they can grow revenues

faster than expenses — which, from an investor’s standpoint, is always good news.”
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The operator of listing portals Trulia and StreetEasy, Zillow last month tallied better-than-projected

revenues of $1.077 billion for 2017, thanks largely to its Premier Agent program, which generated

$761.6 million in advertising and remains its greatest source of income. The company posted a net

loss of $94.4 million for full-year 2017, according to an earnings report. 
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With plans to integrate the Premier Agent app with Zillow’s transaction management portal,

dotloop, as early as next month, the company could be banking on a lead conversion model that

would potentially drive up ROI, said Ron Josey, an internet analyst with JMP Securities. Investors,

he said, could be reacting to an illuminated vision of Zillow’s business strategy.

“In terms of proving out conversion rates — not just getting them, but proving out — it’s all about

getting dotloop integrated into the Premier Agent app,” said Josey. “Then they can actually say

‘Oh, okay, this is how many leads I got from Zillow and this is how many I actually closed in a

month’ and that will help to prove out the value that Zillow is providing to agents.”

DelPrete, however, pointed to a gradual decrease in revenue — both in dollars and as a

percentage of the company’s revenues — for the Premier Agent program, an indication that Zillow

will need to further innovate to continue its upward thrust in the market. 

“The growth is slowing,” said DelPrete. “And if on a quarterly basis you plot out the year-over-year

revenue growth from Premier Agents, it’s very clearly slowing. It’s going from 30 percent down to

the 20s, and they’re projecting, based on their numbers, 18 percent growth. But this all makes
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sense. I mean, they’re generating $750 million a year from Premier Agents, so you can’t keep

growing at 30 percent. So, depending on where they want to be in terms of their own revenue

targets and their own profitability targets, they’re going to have to innovate.”

In an email, a Zillow spokesperson declined to comment on the company’s financial activities.

Meanwhile, investment in real estate over the past five years has grown dramatically, from 0.2

percent in 2012 to 3.3 percent last year, in part due to the recognition by venture capitalists and

growth equity investors that the industry can support massive corporate expansion, said Matt

Harris, managing director of Bain Capital, during an Inman Connect talk in January. Previously, a

majority of real estate investments had been on a smaller scale, Harris said.

Zillow’s biggest institutional investor by far remains Caledonia Investments, the Australian-based

hedge fund, but Wellington Management, Vanguard Group and Morgan Stanley all have large

stakes in the company, as do C-suite executives Richard Barton and Lloyd Frink.

“The driver here is mega financings,” Harris said, referring not to Zillow but companies

industrywide. “Venture capitalists and growth equity investors have come to the conclusion that

not only is real estate no graveyard, but real estate is the place where you can build massive

companies. Real estate is an industry where you can confidently put $100 million, $200 million —

up to, apparently, $4 billion in capital — and expect to triple your money.”

Added DelPrete: “But it’s the stock market, so who knows. It could be rational. It could be

irrational. I have no idea. But it’s a reflection of growing investor interest in the real estate space —

specifically real estate tech — and what’s going to happen next. That’s where Zillow’s at now.” 
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Ralph DiLena · Works at Keller Williams Tampa Central
Maybe the declining trend in quarterly revenue is a result of agents realizing how easily they have
marginalized themselves by giving Zillow unfettered access to their listings, then become Zillow's
"greatest source of income." Aha moment??? 
Ralph DiLena - Keller Williams Tampa Central

Like · Reply · 4 · 1d · Edited

Tni LeBlanc, Realtor, JD
Stocks surge with a $94.4 million dollar loss in 2017 reported. Wow. How do I get in on that? Clearly
I'm in the wrong business. Wait.. I am in the same business. Honestly I don't know what Zillow is
spending all that money on. A billion dollars to run a website? For real? And, there are much better
websites out there too - IMO. Are they having like regular money parties over there where employees
step into one of those booths and they turn on a blower and they just grab all they can?

Like · Reply · 1 · 1d

Eileen Romito · Director of Agent Operations at Truepad
They're a public company - you can see exactly how they're spending their money if you're
curious. It's no surprise to anyone that a big chunk of it is on sales & marketing.
http://investors.zillowgroup.com/releasedetail.cfm...
Like · Reply · 1d

Hank Miller Team/Harry Norman Realtors
Good for Zillow. They are the only company that deserves the "disruptor" label...they managed to
knock down the wall of secrecy so well built by the real estate industry. They are the most recognized
real estate site and the only reliable one that allows for a candid evaluation of an agent's performance
between volume and verified reviews. 
 
As far as listings and all that - NAR had every single opportunity to do what Zillow did - and they had
everything in their hands. How did that work out? Don't blame Zillow for NAR being most concerned
about collecting fees and maintaining the status quo.  
 
Zillow brought transparency to the very dark, secretive "world of real estate" ...something NAR, the
states, the MLSs and others chose not to. Agent's that are annoyed need to look to Chicago.

Like · Reply · 4 · 1d

Judy Graff Fisher · Real Estate Broker/Agent at Judy Graff Properties
And, they have an outstanding outward-facing portal. The MLS's have had years to create the
same thing and haven't.
Like · Reply · 21h

Kenneth Jenny
In order to sell real estate, it needs to be marketed. The bigger the audience, the better for the Seller.
Like it or not, Zillow has grown to become the industry's best marketer. Long gone are the days when
a sign in the lawn, an empty brochure box, a Sunday open house and a whole bunch of non-
productive MLS members that belong to the NAR are able to do that job effectively. Zillow Group has
literally saved this industry hundreds of $$ billions in advertising costs while bolstering the value of the
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literally saved this industry hundreds of $$ billions in advertising costs while bolstering the value of the
broker and the agent to the consumer. It just might be the time, in an industry that "loves to hate
everything new", to recognize Zillow's success in attracting tens of millions of consumers who want to
shop and buy real estate and to acknowledge it for what it truly is . . . . valuable.

Like · Reply · 3 · 22h

Judy Graff Fisher · Real Estate Broker/Agent at Judy Graff Properties
Could the decline in revenue have anything to do with how damn expensive it is to become a premiere
agent? Some agents in my area are paying $1600/month. Zillow will even tell you that only one out of
every ten leads will be any good.

Like · Reply · 1 · 21h
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