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Executive Summary

The real estate industry is undergoing a profound transformation, driven primarily by
the ascendance of digital platforms, notably Zillow and Realtor.com. This report
analyzes the shifting power dynamics, concluding that the portals have successfully
positioned themselves as indispensable intermediaries, creating a state of agent
dependency that fundamentally alters the traditional agent-client relationship. Zillow,
in particular, commands a dominant market share in consumer traffic, with monthly
visits in 2024 exceeding 365 million, more than double that of its closest competitor,
Realtor.com. This massive consumer funnel is the primary source of the portals’
power, allowing them to monetize agent access through high-cost lead generation
programs like Zillow Premier Agent. The portals’ business model effectively
transforms real estate agents from independent market participants into high-paying
customers, subjecting them to a form of digital rent-seeking that erodes their profit
margins and professional autonomy.

The financial burden and questionable return on investment (ROI) for agents are key
indicators of this power imbalance. Agents report average costs per lead (CPL) that can
range from 20toover500, with conversion rates often cited in the low single digits (2-
3%). This high cost of customer acquisition, coupled with the portals’ control over
the initial consumer touchpoint, has created a systemic reliance on these platforms for
client generation. This dependency is further solidified by the portals’ control over
the presentation of listing data and the consumer search experience, which often



bypasses the agent’ s traditional role as the primary source of market information.
Realtor.com, while maintaining a closer historical tie to the National Association of
Realtors (NAR), employs a functionally similar lead-selling model, reinforcing the
systemic shift toward platform-mediated client acquisition across the industry.

The recent NAR settlement represents a critical inflection point, potentially
exacerbating the power shift toward the portals. By decoupling buyer agent
compensation from the Multiple Listing Service (MLS), the settlement forces agents to
more explicitly demonstrate and negotiate their value. While this could theoretically
empower agents who can articulate their worth, it simultaneously creates a vacuum
that the well-capitalized, consumer-facing portals are uniquely positioned to fill.
Zillow’ simmediate response, including the development of new touring agreements,
demonstrates its agility in adapting to the new regulatory landscape, further
cementing its role as the primary gatekeeper between consumers and agents. The
strategic implication for ARIG is clear: the future of the real estate agent is increasingly
defined by their ability to navigate and mitigate the costs and constraints imposed by
the dominant digital platforms, or face a significant reduction in their professional
independence and profitability.

1. The Digital Gatekeepers: Market Dominance and
Business Models

The foundation of the portals’ power lies in their overwhelming dominance of
consumer traffic, a phenomenon that has created a powerful network effect. Zillow’ s
market position is a clear example of this, with its massive user base (over 365 million
monthly visits in 2024) making it the default starting point for home search. This figure
dwarfs its closest competitor, Realtor.com, which garners less than half of Zillow’ s
traffic, granting Zillow unparalleled leverage in the industry. This traffic disparity is
visually represented in the referenced chart (portal_power.png).

1.1. Zillow’ s Premier Agent Model: The Cost of Access and Digital
Rent-Seeking

Zillow’ s primary revenue stream from agents is the Premier Agent (ZPA) program, a
sophisticated lead-generation model that sells advertising space and leads to agents
based on zip code and price point. The ZPA model is a prime example of digital rent-



seeking, where the platform extracts economic value from market participants
(agents) by controlling access to a critical resource (consumer traffic). The cost
structure is intentionally opaque and dynamic, leading to significant and often
unpredictable financial outlays for agents.
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The model has been heavily criticized by agents for declining lead quality and rising
costs. This is a classic sign of a dominant platform extracting maximum value from its
dependent users. Agents often find themselves in a perpetual cycle of spending to
maintain visibility in their key markets, fearing that a reduction in ZPA spending will
lead to a catastrophic drop in business.

1.2. Realtor.com: The MLS Connection and Competitive Strategy

Realtor.com, operated by Move, Inc. and a subsidiary of News Corp, has historically
maintained a closer relationship with the NAR and the MLS system, often positioning
itself as the more “agent-friendly” alternative. However, its business model is
functionally similar to Zillow’ s, relying on selling leads and advertising to agents
through programs like Connections Plus. While some agents perceive Realtor.com
leads as potentially higher quality due to more targeted paid programs for pre-
qualified buyers, the fundamental power dynamic remains: the portal acts as the



essential intermediary. Realtor.com’ s strategy often focuses on leveraging its official
status and data accuracy, but its lower traffic volume compared to Zillow limits its
overall market leverage and forces it to compete primarily on lead quality and agent-
support services.

2. Agent Dependency and Erosion of Independence

The power dynamics are most acutely felt by the real estate agent, whose professional
independence and financial viability are increasingly compromised by the portals’
control over the client acquisition funnel.

2.1. The Lead Quality Dilemma and Financial Strain

A recurring and significant complaint among agents is the low quality of leads
provided by the portals. Many leads are described as “tire-kickers,” individuals who
are early in their search, already working with an agent, or simply seeking information
without immediate intent to transact. This forces agents to dedicate substantial time
and resources to nurturing low-probability prospects, effectively subsidizing the
portals’ high-volume business model.

“The leads are terrible. Most are not loyal to the agent they talk to, and will just call
to get anyone to show a house.” — Agent Review, G2.com

The harsh financial reality is that real estate agents spent an average of $480 per lead
in 2025, yet only 2-3% of those leads convert to closed transactions. This high CPL
combined with low conversion rates illustrates the portals’ ability to transfer the risk
of customer acquisition entirely onto the agent, while retaining the profit from selling
the initial access. This financial strain is particularly challenging for newer or
independent agents, contributing to industry consolidation.

2.2. Data Control, Valuation Tools, and the Bypassing of Expertise

The portals’ control over listing data and the consumer experience is another critical
lever of power. While they primarily source data from the MLS, their presentation,
proprietary valuation tools (like Zillow’ s Zestimate), and consumer-facing features
create a parallel, and often more influential, data ecosystem. This allows the portals to



shape consumer expectations regarding home value and the search process,
sometimes bypassing the agent’ s expertise.

The Zestimate, despite its known margin of error, has become a de facto starting point
for price discussions, often putting the agent in the defensive position of having to
correct a portal-generated valuation. This subtle shift undermines the agent’ s
traditional role as the primary, authoritative source of market knowledge.
Furthermore, Zillow’ s research indicates that sellers left more than $1 billion on the
table in 2023 and 2024 by selling their homes off the MLS, a figure that, while self-
serving, highlights the platform’ s ability to influence market behavior and
transaction flow outside of traditional agent channels.

3. The NAR Settlement: A Catalyst for Change

The NAR settlement, effective in 2024, is the most significant regulatory shock to the
industry in decades, and its implications for the portal-agent dynamic are profound.
While the settlement was aimed at increasing transparency and reducing consumer
costs, its immediate effect is to increase the complexity of the agent’ s role, thereby
strengthening the hand of the platforms that offer simplicity and scale.

3.1. Decoupling Compensation and Agent Value

The core change—the prohibition of mandatory buyer agent compensation offers on
the MLS—forces a direct negotiation of buyer agent fees. This shift has two major
consequences for the portals:

1. Increased Agent Scrutiny and Consolidation: Agents must now explicitly justify
their compensation, leading to a potential exodus of less experienced or lower-
performing agents. This consolidation could, paradoxically, benefit the portals by
reducing the number of agents competing for leads, allowing the platforms to
charge even higher prices for access to the remaining, higher-converting agents.
The settlement is expected to hit buyer’ s agents the hardest, especially those
who cannot effectively showcase and defend their value.

2. New Consumer Touchpoints and Contractual Control: The requirement for a
signed buyer representation agreement before touring homes creates a new,
mandatory step in the process. Zillow has been quick to develop state-specific
touring agreements, positioning itself to manage this new consumer-agent



contract initiation. This move ensures that Zillow remains deeply embedded in
the transaction funnel, regardless of how compensation is structured, effectively
shifting the power from selling a leadto selling a contractual opportunity.

3.2. Strategic Adaptation by Portals

The portals are adapting to the settlement by pivoting their value proposition to
address the new consumer and agent needs:

e Zillow: Focusing on its ability to generate the initial, contract-ready consumer
interest (e.g., the seven-day touring agreement). This strategy leverages its
massive consumer traffic to provide agents with a compliant, ready-to-sign
client, thereby reinforcing the agent’ s dependency on the platform for business
continuity in the new regulatory environment.

e Realtor.com: Likely to emphasize its connection to the official MLS data and its
role in providing accurate, compliant information in a newly uncertain regulatory
environment. This positioning attempts to capitalize on the potential confusion
and legal scrutiny following the settlement, offering agents a sense of stability
and compliance.

The settlement, intended to increase transparency and reduce costs for consumers,
may inadvertently strengthen the portals’ position by making the agent’ s job more
complex and their need for a reliable source of consumer traffic more acute.

4. The Financialization of Real Estate Search: A Deep
Dive into Portal Economics
The power dynamics are not merely about traffic; they are fundamentally about the

financialization of the real estate search process, where the portals monetize every
step of the consumer journey.

4.1. The Shift from Advertising to Transactional Revenue

Both Zillow and Realtor.com are moving beyond simple display advertising toward
more transactional revenue models. Zillow’ s Flex program, for instance, involves a
referral fee paid to Zillow upon a successful closing, effectively making Zillow a partner



in the transaction. This model, which gives Zillow a vested interest in the agent’ s
success, is a significant step toward deeper integration into the transaction and a more
direct form of control over the agent” s business.

The financial data underscores the scale of this operation. Zillow’ s annual revenue is
in the billions, with a substantial portion derived from its agent-facing services. This
massive revenue stream is a direct measure of the economic value extracted from the
agent community. The sheer scale of the portals’ financial operations allows them to
invest heavily in technology, data science, and consumer marketing, creating a
competitive moat that is virtually insurmountable for individual agents or smaller
brokerages.

4.2. The Impact on Brokerage Models

The portals’ dominance has forced traditional brokerage models to adapt or face
obsolescence. Brokerages now find themselves in a difficult position: they must either
compete directly with the portals for consumer attention (a costly and often losing
battle) or partner with them, effectively becoming a reseller of portal-generated leads.

e Traditional Brokerages: Struggle to justify high commission splits when agents
can source their own leads (albeit at a high cost) directly from the portals.

e Newer, Low-Split Models: Brokerages offering lower commission splits (e.g.,
100% commission models) often rely on agents bringing their own business,
which increasingly means relying on portal leads. This makes the agent’ s
primary financial relationship with the portal, not the brokerage.

This dynamic has led to a fragmentation of the agent’ s loyalty and a weakening of
the brokerage’ s control over its agents’ business, further centralizing power in the
hands of the digital platforms.

5. The Future Landscape: Strategic Countermeasures
and Regulatory Outlook

The current trajectory suggests a continued strengthening of the portals’ power, but
this is not without potential counter-forces and risks.



5.1. Agent and Brokerage Counter-Strategies

The most effective long-term counter-strategy for agents and brokerages is to build a
business model that is portal-proof. This involves:

1. Hyper-Local Expertise and Niche Specialization: Focusing on deep, hyper-local
market knowledge and specialized niches (e.g., luxury, specific property types)
where the portals’ broad, national data is less effective.

2. Direct-to-Consumer Marketing: Investing in personal branding, content
marketing, and community engagement to generate organic, non-portal leads.
This is a slow, capital-intensive process but offers the highest long-term ROl and
independence.

3. Technology Co-operatives: The formation of agent or brokerage co-operatives
to pool resources and develop a shared, consumer-facing technology platform
that can compete with the portals on a local or regional level. The success of such
ventures is contingent on overcoming collective action problems and securing
sufficient funding.

5.2. Regulatory and Antitrust Outlook

The NAR settlement, while not directly targeting the portals, has opened the door for
increased regulatory scrutiny of the entire real estate ecosystem. Future antitrust
actions could focus on:

e Data Monopolies: The portals’ control over consumer search data and listing
presentation could be challenged as an anti-competitive practice that stifles
innovation and limits consumer choice.

e Lead-Gen Practices: The opaque and dynamic pricing models of ZPA and similar
programs could be scrutinized for predatory pricing or unfair business practices
that exploit agent dependency.

However, the current regulatory environment remains complex, and any significant
action against the portals would require a fundamental re-evaluation of their role as
technology companies rather than traditional real estate brokerages.




Conclusion and Strategic Implications

The power dynamics in the real estate industry have decisively shifted toward the
digital portals. Zillow and Realtor.com have leveraged their technological
infrastructure and massive consumer traffic to create a high-barrier-to-entry lead
generation ecosystem that agents are compelled to participate in. The relationship is
characterized by asymmetry: the portals control the flow of clients, and the agents
bear the financial risk of conversion.

The NAR settlement is not a solution to this portal-agent power imbalance; rather, it is
a stress test that the portals are well-equipped to pass. By forcing agents to negotiate
their value, the settlement increases the complexity of the agent’” s role, making the
simplicity and scale of portal-generated leads even more attractive, despite the high
cost. The financialization of the search process, evidenced by the high CPL and the
shift toward transactional revenue models, confirms the portals’ successful
transformation of the agent into a dependent customer.

Strategic Implications for ARIG:

1. Monitor Agent Exodus and Consolidation: ARIG should track the rate of agent
attrition, particularly among buyer’ s agents, post-settlement. A significant drop
will indicate a successful consolidation of power by the portals and a higher
willingness to pay for leads among the remaining, elite agents. This will inform
future market sizing and competitive analysis.

2. Analyze Portal Contract Penetration: Closely monitor the adoption rate of
Zillow’ sand Realtor.com’ s new buyer-agent contract tools. High adoption will
confirm the portals’ success in inserting themselves as the primary contractual
intermediary, a key indicator of their long-term strategic advantage.

3. Identify and Profile Agent Counter-Strategies: Research the emergence of
agent-led collectives, local broker-to-broker referral networks, or technology
solutions designed to bypass the portals’ lead-generation fees. These represent
the only viable long-term threat to the portals’ dominance and should be
profiled as potential investment or partnership opportunities.

4, Forecast Regulatory Risk: ARIG should develop a model to forecast the
likelihood and impact of future antitrust or regulatory actions against the portals,
particularly concerning data control and lead-generation pricing.



The “Portal Politics” of the modern real estate market are defined by a digital
oligopoly. For the real estate agent, the future is one of necessary adaptation, where
success is determined not just by market knowledge, but by the ability to manage the
financial and strategic costs of platform dependency.
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e portal_power.png: Illustrates the disparity in monthly web traffic between
Zillow and Realtor.com, demonstrating Zillow’ s market dominance. (Located at
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