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01

The revolutionary iBuyer model — in which institutional 
players streamline residential real estate transactions 
by offering quick cash offers and fast financing to 
sellers and buyers, respectively — is transforming the 
residential real estate brokerage industry. An outgrowth 
of outsized institutional investment and technology, 
the trend epitomizes the industry’s current innovation 
cycle, Stage 9, which began in 2012 and is projected to 
complete sometime between 2020-30. For more on the 
industry’s innovation cycles, see the 2019 Swanepoel 
Trends Report chapter 10, “The Residential Real Estate 
Brokerage Shift.”  

The iBuyer 
Revolution
Redefining the real estate 
transaction



Transforming the Real Estate 
Transaction
The revolutionary iBuyer model — in which institutional players stream-
line residential real estate transactions by offering quick cash offers 
and fast financing to sellers and buyers, respectively — is transforming 
the residential real estate brokerage industry. An outgrowth of outsized 
institutional investment and technology, the trend perfectly epitomizes 
the industry’s current innovation cycle, Stage 9, which began in 2012 
and is projected to complete sometime between 2020-30. For more on 
the industry’s innovation cycles, see the 2019 Swanepoel Trends Report 
Chapter 10, “The Residential Real Estate Brokerage Shift.”  

Institutional investors, led by venture capital firms (VCs), are invest-
ing in iBuyers in a big way, giving them the funds to build their new, 
capital-intensive models. SoftBank’s $100 billion Vision Fund — the 
biggest venture capital fund in history — has poured over $400 million 
into iBuyer pioneer Opendoor. A slew of other VCs have participated in 
Opendoor rounds. But Opendoor is far from alone. Of the $1.75 billion 
invested in residential real estate startups in the first half of 2019, 85 
percent went to iBuyers Offerpad ($565 million), Knock ($400 million), 
Opendoor ($300 million) and Perch ($220 million). And it is not just VCs. 
In September 2019, Zillow Group raised $1.1 billion in a special stock 
offering to qualified investors to, in part, grow its iBuying service Zillow 
Offers.

IBuyers have a fair number of strategic investors as well. Invitation Homes 
and homebuilder Lennar have invested in Opendoor. And Amherst 
Residential, a fund with investors that include pension funds, plans to buy, 
fix and sell homes through the new Bungalo Homes upstart.

The most prominent iBuyers currently include Opendoor, Zillow Offers 
and Offerpad. IBuyers, of course, exemplify just one aspect of the 
industry’s new era. Investors are directing millions of dollars into a vari-
ety of companies working to revamp the way real estate has tradition-
ally been done including Compass (using market share and in-house 
tech), Redfin (using tech to power a discount service), eXp Realty 
(leveraging a virtual, office-less model).

Instead of reviewing iBuyer stats, which can be misleading but nonethe-
less reveal the heat behind the trend, in this chapter we analyze the 
model’s concept from a broader perspective to facilitate a more com-
prehensive understanding of how this fast-growing trend may develop 
and potentially shape the residential real estate brokerage industry. 
We previously covered the iBuyer phenomenon two years ago in the 
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2018 Swanepoel Trends Report chapter “Enter the Direct Buyer.” In the 
intervening years, the iBuying trend has evolved and expanded to in-
clude the buy side, too, ranging from home trade-ins, to buyer services 
such as all-cash offers and guaranteed offers, to financing to help sell-
ers improve their home before selling. With the horsepower of billions 
of dollars behind this new model, this is just the tip of the iceberg.
 
Like most trends, as soon as the trend itself gains traction, existing 
players feel the impact and begin to act by offering comparable ser-
vices or competitive offerings. And that has happened with iBuyers. An 
increasing number of brokerage companies have started to offer vari-
ous versions of their own iBuyer programs and concierge services (in 
which they finance upgrades to their sellers’ homes that they recoup 
upon the purchase). Brokerages have experimented with versions of 

Sellers Synchronous Sellers Buyers

Traditional iBuyer Service
Sellers receive quick all-cash offer 
and pick close date in exchange for a 
service fee.

Trade-in
IBuyer makes offer on seller’s home 
and allows seller to time the transac-
tion with the purchase of their next 
home through the iBuyer.

All-Cash Offers
IBuyer makes a cash offer on potential 
buyers’ behalf. The potential buyers 
then rents the home from the iBuyer 
and purchases it when they secure 
the necessary financing.

Concierge
Sellers receive cash upfront to fix-up 
home before selling and repay the 
loan upon closing of the sale. 

Buy and Sell
IBuyer makes a guaranteed offer on 
seller’s home and then purchases the 
next home the seller wants. The seller 
rents the new home from the iBuyer 
while the iBuyer tries to sell previous 
home for a specified time; if it does 
not fetch offers above that base in 
the time allowed, the iBuyer buys the 
home at that guaranteed it does not 
receive. Upon sale of their previous 
home, the sellers then complete 
financing or purchase their new home 
outright from the iBuyer.

Guaranteed Offer
IBuyer guarantees buyers’ offers up 
to a specified amount. This allows 
the buyers to make offers free of a 
financing contingency, which can 
improve their chances of winning 
the home they want in a competitive 
market. If their financing falls through, 
the iBuyer steps in and purchases the 
home – the buyers then rent the home 
from the iBuyer until they can secure 
the necessary financing. 

Guaranteed Offer
Sellers receive a base guaranteed of-
fer and the iBuyer then lists the home 
on the open market for a specified 
time. If it does not fetch offers above 
that base in the time allowed, the 
iBuyer buys the home at that guaran-
teed offer price.

Bridge Loan
Company provides a bridge loan to 
sellers to help them make a down pay-
ment or payments on their new home 
while their previous home sells.

iBuyer Landscape



these programs before, but now they are reaching an unprecedented 
scale. Meanwhile, iBuying has taken a major mainstream step with 
Zillow Group essentially repositioning its firm this year behind its iBuy-
ing service Zillow Offers. For more on Zillow, see chapter 3.

So T3 Sixty decided to take an updated deep dive into this rapidly evolv-
ing phenomenon and this time focus on how financing is reshaping the 
real estate brokerage industry and where things may be headed.

The iBuyer Revolution
As they achieve scale and hone their operations, iBuyers uncover new 
consumer needs, new opportunities and new business efficiencies. 
Before diving into how iBuying is evolving, we will briefly outline its core 
features, which essentially boil down to technology and finance focused 
on improving the real estate transaction consumer experience.

IBuyers are gaining steam. Opendoor has bought and sold over 
50,000 homes since it launched with over 20,000 of those coming 
just in 2019 through the third quarter. Zillow Offers is also already in 
twenty markets. Both are fully pressing the gas pedal as they expand. 
Although no examination leads to perfect predictions, it does provide a 
better understanding of where things are headed and why. 

Understanding the industry’s innovation cycle and the characteristics 
of each stage will help real estate leaders develop smarter strategies 
as this industry cycle crests and the seeds of the next emerge.

The Traditional iBuyer Business Model

When Opendoor launched in 2014 in Phoenix, it introduced an un-
expected and untested new business model to consumers and the 
residential real estate brokerage industry. Targeting homesellers, it 
offered sellers who visited its website the promise of receiving an 
“instant” purchase offer and cash as soon as within three days. Sell-
ers received “full certainty on the price and close date” of the house. 
The model introduced a new, more certain, simpler and faster tech-
enabled way for homeowners to sell their homes.

The model uses machine learning-powered pricing and market-track-
ing technology, which helps Opendoor and other iBuyers price homes 
and make offers to manage the significant risk they face in buying mil-
lions of dollars in homes at near market rate. In fact, iBuyers say they 
aim to offer market rate for homes and charge sellers a fee to cover 
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Buyers appeal to consumers on speed-to-close, certainty and convenience. The 
companies also claim that sellers can net more dollars through their service than a 
traditional sale if repairs and holding costs are taken into consideration.

Source: T3 Sixty
1 iBuyers consider only certain types of homes and present a nonnegotiable offer.
2 Varies by iBuyer.
3 Typical range.

Direct Buyer1 Traditional Sale

Days to close Choose from 5 to 90 days2 2–3 months

Days to prep
and stage home

0 days 1–2 weeks

Showings 0 showings 1–10 showings

Fee 6%–13%3 5%–6%3

iBuyer Vs. Traditional Sale

their costs and profits. The size of the convenience fee they charge, 
which ranges from approximately six to thirteen percent of the home’s 
purchase price, varies by the amount of risk they feel they take with the 
homes they make offers on. 

The first, pioneering iBuyer companies, namely Opendoor and Of-
ferpad, revealed that sellers were willing to pay a convenience fee to 
remove some of the pain and challenges that come with selling a home 
traditionally — where a home gets listed on the open market, must be 
prepped for sale, and maintained as show-ready for buyers to tramp 
through. They would pay a premium for a simple, fast, certain sale. 
Consumer response ignited a trend.

The model, of course, solves more than the obvious selling headache 
for homesellers. Many homesellers are also buying another home. With 
a certain sale on the timeline they have complete control over, home-
sellers can use iBuyers to sync the purchase of their new home with 
selling their old one, eliminating the challenge of potentially carrying 
two mortgages and streamlining two major, life-altering transactions 
that, aside from the deals themselves, provide enough stress, worry 
and emotionally charged moments.



Some of the key iBuyer consumer value propositions include:

• Certain sales on their timelines.
• No worries about maintaining a spotless, show-ready house.
• No stress of having strangers walking through their home.
• The ability to focus all their energies on their next home.
• Speedy, simple all-cash offer (without financing/appraisal contingency).

Other traditional iBuyer features include:

• Restricted availability. Even in markets where they are live, iBuyers 
maintain a buy box, a particular price point, condition and geogra-
phy of homes they purchase. They usually acquire homes at or near 
a market’s median price point.

• Restricted house ages. IBuyers currently restrict offers to homes 
built after a certain date.

• Smaller lot sizes. IBuyers, at this point in time, tend to not make of-
fers on homes with lot sizes above a half-acre.

Based on the early success and the consumer demand illustrated by 
the first iBuyers, existing brokerage companies began exploring and 
testing the model. After a period of testing, Zillow and Redfin launched 
Zillow Offers and RedfinNow, respectively, in 2018, and traditional bro-
kerages such as Realogy, Keller Williams Realty and eXp Realty began 
offering iBuyer services as well.

iBuyer Evolution

See the following pages for an outline of the iBuyer timeline. 

Anatomy of an iBuyer Sale

The billion-dollar question for iBuyers and consumers is how much 
sellers leave on the table when they use an iBuyer. Of course, this 
number will always remain imprecise as the open market is unpredict-
able and subject to many fluid factors. But it is possible to generally 
compare the net a seller takes home when selling to an iBuyer versus 
the net they receive by listing on the open market. 

The amount of work sellers need to do to properly prepare a home 
for sale depends on the market, whether it favors buyers or sellers. 
In a seller’s market, homes need less polish to generate demand; in a 
buyer’s market, they need more. This is one of the line items that fluc-
tuates depending on specific market conditions.

In the scenario below, a seller nets $4,650 less with an iBuyer than 
through a traditional real estate brokered sale. Based on T3 Sixty’s 
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Traditional iBuyer

Offer price $300,000 $300,000

Seller fees 5.5% ($16,500) 7.3%** ($21,900)

Staging and home prep costs* $750 None

Seller concessions (including repair costs, 
negotiated after the contract)

$850 $850

Homeownership and overlap costs
Rare to carry two 
mortgages

Allows sellers to time sales to 
avoid carrying two mortgages

Closing costs 1% ($3,000) 1% ($3,000)

NET $278,900 $274,250

*Preparation includes before listing (minor repairs, etc.)
** Average Opendoor fee in July 2019 as reported by Opendoor
*** Ballpark estimates for a median-priced home in an iBuyer market

Source: T3 Sixty

analysis, the traditional selling scenario in the above chart represents 
how many transactions happen today. Under certain conditions, if the 
market or home itself dictates that more marketing or fix-up is needed, 
the net can favor iBuyers. On the other hand, iBuyers do sometimes 
make offers that fall below market rate (for the sake of comparison, 
we aligned the purchase offers above). Also reports from some of our 
surveys with sellers who have received iBuyer offers reveal that iBuy-
ers appear to request seller concessions at much higher amounts than 
traditional buyers.

Evolution of the iBuyer Business Model

At its core, iBuying marries finance with technology to streamline 
the real estate transaction with a focus on improving the consumer’s 
experience for a convenience fee. This effort has proliferated from the 
original vision of streamlining the seller’s transaction to buyer financ-
ing and an end-to-end transaction dream. As iBuyers achieve scale, 
they are beginning to pioneer additional services to buyers and to re-
fine their offerings. Some of the newer iBuyer offerings include a focus 
on the sell-and-buy consumer — the ones looking to sell but also to 
buy to fit a growing family, downsize as empty-nesters, move for work 
and for other reasons.
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Date Details

April 2014 News breaks that former PayPal exec and noted venture 
capital investor Keith Rabois decides to work on HomeRun, 
Opendoor’s code name before launch.

June 2014 Opendoor raises $9.9 million in a Series A round.

December 2014 Opendoor raises $20 million Series B Round.

June 2015 Opendoor launches online marketplace, allowing buyers
 to see homes 24/7 and submit offers from their phones.

June 2015 Opendoor introduces money-back guarantee and raises $110 
million in debt financing.

October 2015 Opendoor raises $80 million Series C round.

February 2016 Opendoor launches in Dallas.

September 2016 Opendoor launches in Las Vegas.

November 2016 Opendoor raises $210 million in Series D financing round and 
officially achieves unicorn status with a $1.1 billion valuation.

January 2017 Offerpad raises $30 million in equity and $230 million in
 debt financing. Operates in six markets: Phoenix, Las Vegas, 
Salt Lake City, Tampa and Orlando in Florida and Los Angeles.

May 2017 Zillow begins testing Instant Offers, its platform that presents 
all-cash offers from institutional investors to sellers.

June 2017 Redfin begins testing its iBuyer service RedfinNow in California.

October 2017 Opendoor Launches Orlando, Florida, and Raleigh, 
North Carolina.

January 2018 Opendoor raises $135 million in debt financing.

EVOLUTION
iBuyer



Date Details

March 2018 Opendoor raises $500 million in equity financing 
at a $2 billion valuation.

April 2018 Zillow buys its first home under Zillow Offers in Phoenix, its 
iBuying service in which it buys, fixes up and then sells homes.

June 2018 Opendoor raises $323 million in Series E round, 
announces plan to be in 50 markets by end of 2020. 
Zillow Offers expands to Las Vegas.

September 2018 Opendoor Acquires discount brokerage Open Listings 
and raises $400 million Series F Round.

March 2019 Opendoor raises $300 million Series G on a valuation of 
$3.8 billion.

June 2019 Redfin and Opendoor announce partnership in which Redfin 
presents its consumers with the ability to request Opendoor of-
fers from its website in Phoenix and Atlanta.

August 2019 Offerpad and Keller Williams Realty partner in which KW agents 
present Offerpad-powered instant offers to sellers. Partnership 
launches in Phoenix and Dallas with 10 additional markets an-
nounced by end of 2019.

October 2019 Realogy and eXp Realty launch iBuying programs. Realogy 
provides seller clients guaranteed cash offers on their homes 
while agents attempt to sell on the open market in its RealSure 
program. 

EXp Realty’s iBuyer service presents all-cash offers from third-
party institutional investors to sellers. Sellers pay a flat fee to 
eXp Realty for the service and commissions they negotiate with 
the agent who facilitates the sale. 

Live in California at launch, eXp Realty plans to be in 10 states 
by the end of 2019.



Some of the newer features associated with this model focus just on 
the buy-side of the transaction with the financing of all-cash offers 
— where a company purchases the home for buyers with its cash and 
buyers then pays the company — and guaranteed offers — where buy-
ers make offers on homes with their offer guaranteed by the company 
if they do not meet financing requirements. With this service, these 
companies basically remove financing contingency requirements for 
homebuyers. 

The so-called synchronous seller — the seller who is also buying — can 
be a big iBuyer win as the company who secures this client can po-
tentially serve them with two transactions. Real estate professionals 
have long focused on this type of seller — this is not new. But because 
consumers pay a convenience fee for many iBuyer services in lieu of 
traditional brokerage commissions, the value proposition for consum-
ers jumps up when the iBuyer offers discounts or added convenience 
for buying and selling with it. As Zillow Group’s 2019 consumer survey, 
indicate that the vast majority of sellers — 64 percent — are also buy-
ing a home, focusing on securing a larger percentage of these con-
stituents makes lots of sense. 

Opendoor, for example, now offers a trade-in feature. Sellers can re-

Company, launch Markets* Equity Funding Debt Funding

Offerpad, 2015 Atlanta, Austin, Charlotte, Dallas-Fort Worth, Hous-
ton, Las Vegas, Los Angeles, Orlando, Phoenix, Ra-
leigh, Salt Lake City, San Antonio, Tampa, and Tucson

 $155 million $820 million

Opendoor, 2014 Atlanta, Austin, Charlotte, Dallas-Fort Worth, Den-
ver, Houston, Jacksonville, Las Vegas, Los Angeles, 
Minneapolis-St. Paul, Nashville, Orlando, Phoenix, 
Portland, Raleigh-Durham, Riverside, Sacramento, 
San Antonio, Tampa, and Tucson

$1.3 billion $3 billion

RedfinNow, 2018 Inland Empire, Los Angeles, Orange County (CA), 
San Diego, Denver, Dallas, Austin, and San Antonio

Self-funded

Zillow Offers, 2018 Atlanta, Charlotte, Colorado Springs, Dallas-Fort 
Worth, Denver, Fort Collins, Houston, Las Vegas, 
Miami, Minneapolis, Nashville, Orlando, Phoenix, 
Portland, Raleigh, Riverside, and San Diego

Self-funded, raised 
$1.09 billion in a 
stock offering in 
Sept 2019

*As of October 17, 2019 Source: company reports and financial statements
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ceive an Opendoor offer, then shop for new homes. When they find the 
home they want to make an offer on, they align the close dates on the 
two homes. This way they avoid two mortgages and Opendoor knocks 
of 2 percentage points of its fees. Compass, not considered an iBuyer 
but starting to add financing services that streamline the transaction 
for consumers, now offers bridge loans to sellers who want to buy 
their next home before their current one sells. 

The same Zillow consumer survey, which surveyed 3,000 sellers be-
tween April to May 2019 also showed the top challenges sellers face, 
namely:

• Selling within desired timeframe (56 percent).
• Selling home for the target price (53 percent).
• Preparing the home for sale (52 percent).
• Timing the sale of their house with the purchase of a new one (51 

percent).
• Lack of control over timeline (46 percent).

The iBuying business model addresses all of these challenges head on 
(aside from perhaps target price if iBuyer offers fall below what sellers 
expect to get for their home), which explains the consumer response 
these companies report and the vast amounts of money they have 
raised. 

Financing Without Buying

Companies are using financing in ways beyond just purchasing homes 
from sellers or on buyers’ behalf. They are also beginning to use 
financing to make selling a home quicker and on terms more favor-
able to a seller in what some companies are calling a seller concierge 
service. At least one startup and a few brokerages have programs to 
finance improvements to sellers’ homes before they sell. The idea is 
that sellers can often garner a premium for upgraded homes that can 
also shrink time on market with targeted improvements.

Curbio (curbio.com), which raised $7 million in a Series A round and 
won NAR’s second annual iOi Summit pitch battle in August 2019, 
funds home improvements for sellers and recoups the investment it 
makes upon closing. As of press time in fall 2019, it offered its services 
in Washington, D.C., Baltimore, Philadelphia, Atlanta, Dallas, Houston, 
Phoenix and Orlando, Florida.

Three brokerages have also rolled out companywide concierge pro-
grams that offer a similar service. In 2017, Redfin announced Redfin 
Concierge, in which the company offers cleaning and staging services 
to clients in select markets for an increased commission; instead of its 

"The iBuying 
business model 
addresses all of 

these challenges 
head on."

Swanepoel Trends Report  2020    ©  T3 Sixty, LLC 211



standard 1 percent listing fee, it charges 2 percent listing commission 
to sellers who choose the service. In late 2018, Compass introduced 
its Concierge program, which fronts the cost of fixing up homes on 
sellers’ behalf and then recoups the amount invested upon sale. It 
does this without charging sellers interest fees. In September 2019, 
Keller Williams began offering a similar service in three states.

In October, Realogy, in partnership with rent-to-own firm Home Part-
ners of America, introduced its RealSure iBuying program in which 
it gives sellers who have a listing agreement with an agent at one of 
the company’s real estate brands, a cash offer they can accept after 
30 days, while their agent markets the home on the open market. As 
a twist to some of the offerings by the iBuyers below, sellers who are 
looking to finance the purchase of another home before their current 
one sells can choose a RealSure Mortgage, which uses their RealSure 
cash offer as proof of funds.

The RealSure program represents an emerging angle some iBuyers 
and other companies are employing: they target synchronous sellers 
and provide them guaranteed all-cash offers that then become col-
lateral for mortgages from their affiliated mortgage company for the 
home they purchase. 

Evolution of the iBuyer business model

While some iBuyers are building strong national presences, a number 
of other players have emerged in recent years who have introduced 
twists on the traditional iBuyer model. A few are profiled below.
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Flyhomes

Founded in 2015 and operating in Seattle, the San Francisco Bay Area, 
Boston and Portland, Oregon, at press time, Seattle-based Flyhomes 
(flyhomes.com) offers consumers three services: buy-and-sell, cash 
offer, and a guaranteed offer.

With its buy-and-sell service, Flyhomes provides sellers a guaranteed 
offer on their current home and will buy their next home on their behalf 
with all cash. Sellers then move into the new home and rent it from 
Flyhomes. The company then lists their former home for 90 days. If it 
does not receive an offer above Flyhomes’ base offer, then Flyhomes 
will buy the home. With the home sold, the trade-in sellers can secure 
a mortgage and buy the home they have been renting from Flyhomes.

For its cash-offer service, Flyhomes puts up an all-cash offer for buy-
ers who then purchase the home from Flyhomes after securing the 
financing they need. Flyhomes charges a flat fee and a daily fee for this 
service in some markets. In others, there is no flat fee and only a daily 
charge after 30 days.

A lighter version of the cash-offer service, Flyhomes’ guaranteed offer 
service guarantees the offer that buyers make, essentially making the 
buyer’s offer free of contingency financing. If the buyer’s financing falls 
through, Flyhomes will buy the home under the cash-offer terms above.
Flyhomes also represents sellers as a traditional brokerage. It has 
raised $40 million in equity financing and $120 million in debt financ-
ing as of press time.

Knock

In 2018, Knock (knock.com), which launched in 2016, revamped its 
model to focus on synchronous sellers with its trade-in service. Knock 
buys homes on sellers’ behalf with all cash. Knock finances the fix-
up of the previous home, sellers continue paying the mortgage, and 
Knock settles up with sellers at closing on the old house. 

These sellers pay a 6 percent commission to Knock for this service in 
addition to finance charges, taxes, insurance, homeowner association 
dues and any funds used to fix up the seller’s previous house for resale. 
Knock has raised over $430 million in debt and equity.

Perch

Founded in 2017, and operating in three Texas markets at press time, 
Perch (perch.com) guarantees sellers a baseline sale price. A regis-
tered real estate brokerage, Perch will list the home on the open mar-
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ket and if it does not sell within 90 days above that guaranteed offer, 
Perch will purchase it at that price. If the home sells above that offer 
price, Perch does not purchase the home. By receiving a guaranteed 
sale price, sellers can then make contingency-free offers on their next 
home, because they have a written baseline offer from Perch.

In addition to a traditional iBuyer model, Perch offers a buy-and-sell 
service. Sellers pay 6 percent of the sale price of their home for the 
service; this fee also covers buy-side services Perch provides. 

How Perch’s buy-and-sell service works:

• Sellers reach out for an estimate. Perch sends out an estimator 
and guarantees the sale price.

• Perch pre-lists the home with its network of buyers while sellers 
go out and find their next home with a Perch expert.

• When a purchase offer is accepted, Perch then lists the home in 
the MLS and distributes to portals. 

Perch has raised $20 million in equity and $200 million in debt to fuel 
its growth.

Ribbon Home

Founded in 2017, Ribbon Homes (ribbonhome.com) helps buyers make 
all-cash offers, and helps sellers buy their next home before they sell 
their current home. Buyers do not pay for the service; sellers pay a 1.95 
percent fee to Ribbon at closing. If Ribbon buys the home, buyers rent 
it back from them until they secure the mortgage and Ribbon will sell 
the home to the buyer at the same price they paid for it.Ribbon Homes 
has raised $225 million in a combination of equity and debt financing 
as of press time.
 
Homeward

Launched in Austin, Texas, in 2019, Homeward (homeward.com) 
targets sellers who want to buy a new home. Homeward preapproves 
sellers who then shop for their home. Homeward makes an all-cash of-
fer on sellers’ behalf. Homeward guarantees a base fee for the seller’s 
former home. If it doesn’t sell on the market above that amount, it will 
buy it at that guaranteed amount. 

Sellers then lease their new home from Homeward for up to six 
months. Sellers then buy the home from Homeward after securing the 
financing they need.Homeward charges a 1.9 percent convenience fee 
to buyers. It has raised $4 million in equity financing and $21 million in 
debt financing as of press time.
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Bungalo Homes

Owned by Amherst Residential, a single-family rental investment 
company founded in 1993, Bungalo Homes (bungalohomes.com) sells 
homes in the company’s portfolio in Atlanta, Charlotte, Dallas, Nash-
ville and Tampa. The company sells the homes it owns, giving buyers 
automated access to the homes through its mobile app and funnels 
consumers to its affiliated mortgage company, Bungalo Mortgage.

The startup launched in late 2018 with $250 million in funding from 
Amherst. Leadership has indicated that it will introduce a traditional 
iBuyer offering for sellers. 

Aggregators

Some services have cropped up that aggregate cash offers from exist-
ing iBuyers. This is one way brokerages have found to participate in 
the trend without having to operate the model themselves. They can, 
instead, advertise to sellers that their agents will bring them cash of-
fers from multiple iBuyers in addition to a comparative market analysis 
that shows what they agent thinks they can sell the home for on the 
open market.

A Case Study

T3 Sixty decided to conduct an analysis of an iBuyer company in a 
specific market and selected Opendoor in Denver. We researched the 
homes Opendoor bought and sold in Denver over a period of about 
a year. Information was gathered from the company’s launch in the 

Opendoor Denver Activity

Average days on market 32 days (increased to 50 days in August 
and September (through the 17th)

Average purchase price
 of homes Opendoor bought $365,836

Average sales price 
of homes Opendoor sold $368,401

Average increase in 
purchase-to-sold price $2,564

*November 26, 2018 through September 17, 2019
Source: T3 Sixty analysis of REColorado and public record data
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market on November 28, 2018, through September 19, 2019. Data was 
compiled from the Denver MLS, REColorado, and public records. 

To determine which homes were purchased by Opendoor, we first had 
to determine which limited liability companies (LLCs) the company 
used to purchase properties. Then, we compared these LLCs with the 
homes sold, active and under contract in the REColorado (recolorado.
com) database. As of September 17, 2019, Opendoor had 43 active list-
ings, 46 homes under contract and sold 223 homes since it launched 
in the metro. In addition, it held 21 properties off market. 

Opendoor has lost $1.67 million on 216 homes it purchased in the 
Denver metro from November 26, 2018, through September 17, 2019. A 
big drag on any potential profits was the 2.8 percent average buy-side 
commission the company paid to brokers who brought a buyer to the 
homes it sold. This top-level analysis reveals that this business model 
is still unproven and requires refinement and scale. Also note that 
this loss reflects just the transaction and does not include expenses 
related to payroll, fixing houses up, holding costs or marketing.

Future of The iBuyer Model
With well-financed, well-managed companies moving quickly to achieve 
scale, the new iBuying business model appears poised to spread 
throughout the country in the near future. Both Zillow and Opendoor 
are racing full speed to capture the iBuyer market. As of October 2019, 
Zillow Offers operated in 20 markets and says it will be in 26 markets by 
mid-2020, While Opendoor was in 20 markets and has plans to be in 50 
cities by the end of 2020.



Geographic expansion is just one part of iBuyer company growth plans; 
they are also aggressively pursuing revenue opportunities around the 
transaction, just as many other brokerage companies. Zillow, Opendoor, 
Redfin and other iBuyers are building the industry’s long-held end-to-
end transaction dream. Each of these companies owns its own mort-
gage and title companies. By stitching these together into one platform 
and baking it into their iBuyer offering, these companies could offer 
consumers a seamless transaction from one dashboard. For more on 
this vision, see 2019 Swanepoel Trends Report chapter “The Digital End-
To-End Real Estate Transaction Dream.”

Partnerships

In July 2019, Redfin and Opendoor partnered on iBuying in Phoenix and 
Atlanta, two locations where Opendoor is strong and Redfin’s iBuying 
service RedfinNow has yet to operate. In those markets, consumers can 
use Redfin to request an all-cash Opendoor offer; they will also receive 
an estimate for what a Redfin agent thinks they can sell the home for.

In August 2019, Keller Williams Realty and Offerpad announced a 
partnership in which Offerpad will finance the Keller Williams iBuyer 
operations — known as Keller Offers — in 10 markets. Keller Williams 
agents will receive a commission on the sellers they point to Offerpad 
under the partnership as well as a cut of the commission when Offer-
pad sells that same home.

In October 2019 W+R Studios, owners and operators of Cloud CMA, 
a comparative market analysis tool for listing presentations enable 
agents to offer all-cash offers from Opendoor alongside the traditional 
listing information.

Over the course of the next year most real estate brokers and agents 
will be able to offer all-cash offers through a variety of alliances. 

Agents

How agents fit into the iBuying world in the longer term is not yet clear. 
The answer for the role agents will play will become clearer when the 
model matures. For now, many iBuyers pay market-rate buy-side com-
missions on the homes they sell through the MLS. This is a significant 
cost, as the Denver Opendoor data makes clear. 

Zillow Group currently chooses one of its Premier Agent advertisers 
to serve as an exclusive agent partner to its Zillow Offers service in 
the markets where it operates. For the sellers who do not use Zillow 
Offers or want an agent’s opinion, the company sends them as leads 
to Zillow Premier Agents who present comparative market analyses 

"iBuying 
companies are 

also aggressively 
pursuing revenue 

opportunities 
around the 

transaction and 
are building the 
industry's long-

held end-to-end 
transaction 

dream."
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Zillow Offers performance (January through June 2019)

Homes sold 1,200 homes

Total Revenue $377.4 million

Cost of Revenue $363.2 million

Sales and marketing expenses $58.3 million

Technology and development $30.5 million

General and administrative $32.2 million

Interest expense $9.7 million

Net Operating Loss (not including $9.7 million in interest expense) ($106.7 million)

Source: Zillow Group second quarter 2019 financial statement 
and supplemental financial tables

to homesellers; if the sellers choose to sell on the open market, the 
Zillow agent gets the client and pays Zillow a referral fee when the deal 
closes. This is potentially a very lucrative avenue for Zillow — agents 
greatly covet seller leads, and a seller considering a Zillow Offer is far 
down the sales funnel.

Opendoor’s partnership with Redfin and Offerpad’s partnership with 
Keller Williams Realty offers similar opportunities.

Business Model and Profit

As a public company going all in on its iBuying service, Zillow Group 
provides some detail about its iBuying service in its quarterly financial 
statements. In the first six months of 2019, it sold 1,200 homes at an 
average sale price of $314,500. 

Of the 1,200 homes Zillow purchased in the first six months of 2019, it 
lost an average of $3,038 on each home, according to the firm’s second 
quarter supplemental financial tables. This includes costs related to reno-
vations, holding the property and selling costs. Without interest expenses 
related to the home purchases, it made a net of $1,285 on each home.

IBuying is clearly a low-margin, high-volume business that will require 
scale for companies to operate profitably. However, this calculation does 
not include revenue iBuyers can pull in from their ancillary mortgage and 
title companies and from the referral fees they collect on seller leads 
they pass to partner agents. As chapter 6 “The Diminishing Financial 
Viability of Traditional Real Estate Brokerages,” the transaction-based 
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traditional brokerage business model increasingly must lean into these 
revenue streams to remain viable. Transactions are quickly becoming a 
brokerage loss-leader for these other areas of the business.

Takeaway
In some ways, iBuying looks to be the future of the residential real estate 
transaction, the point at which many of the innovations introduced over 
the years converge, driven by a powerful, direct impact on improving 
the real estate consumer experience. Fueled by Wall Street and venture 
capital funds in a mix of debt and equity, firms are pioneering a new real 
estate transaction reality.

Receiving perhaps the most investment of any other model in this investor 
money-filled era of real estate, the iBuyer business model is rapidly evolv-
ing and spreading. As Zillow Offers and Opendoor, in particular, race to 
build national iBuyer brands and traditional companies roll out variations 
on the service and make the service available to many more consumers, 
the model is becoming more deeply entrenched in the industry.

Estimates vary as to what percentage of the market this model will cap-
ture. Currently, iBuyers only focus on a subset of homes in the markets 
they are active in — ones they feel more confident their algorithms can 
properly assess a fit for their model — but they as they refine their pro-
cesses and their models, they are looking to expand the buy box of the 
homes that fit the model. It is too early to put a number to it, but we think 
the model will indirectly or directly touch a significant portion of real 
estate consumers in the not-too-distant future.

It is clearly not a profitable enterprise right now, but transactions are just 
the tip of the model’s financial iceberg. So, while unit economics may 
remain razor thin, the model will achieve staying power and widespread 
growth through firms securing ancillary revenue and referral fees the 
service spins off. It also feeds into to the persistent end-to-end real 
estate transaction platform dream.

The model addresses clear consumer transaction pain points and 
investors are pouring millions of dollars behind well-run companies with 
smart leadership to figure the model out. We expect it to continue to 
deepen and evolve and fundamentally alter the way consumers transact 
in the future, whether by using an iBuyer directly or by using the end-to-
end transaction platform they are rapidly building.

"In some ways, 
iBuying looks to 
be the future of 
the residential 

real estate 
transaction."
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About T3 Sixty 

Since 1997, we have identified and analyzed hundreds of trends, 
business models and shifts that have impacted the residential real 
estate industry. Many were accurately detailed years before they 
became part of the mainstream. 

T3 Sixty does not create the news. We do not report the news. 
We analyze the news, understand why it happens and what impact it 
may have. We help reduce the noise in the real estate industry, so you 
can make better decisions. 

Understanding innovation, change and new business models in real 
estate, especially before the rest of your competition, enables you to 
create strategies that give you an advantage. Countless companies 
have ignored change and suffered the consequences. Don’t be one of 
them. 

Although no one can exactly predict the future, you can find double-
digit growth if you know where to look. Constant exploration and 
systematic analysis provides insights that can be as valuable as market 
intelligence, if not more. 

And that is what T3 Sixty provides business leaders: a multidisciplined 
and experienced consulting team focused on finding the answers and 
solving problems. 

If you would like to leverage T3 Sixty to your benefit, let’s have a 
confidential conversation to explore your options.

Stefan Swanepoel, CEO
stefan@t360.com 
(949) 202-5758

Jack Miller, President
jack@t360.com
(512) 772-4341

Tinus Swanepoel, COO
tinus@t360.com
(949) 397-2107
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