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A global snapshot

This report looks at the top real estate Zillow  realtor.com
portals from around the world.

rightmove™ Zoopla

The work is evidence-based, so naturally

focuses on portals where data is available
(typically public companies). @ hemnet O tOd Oom.
Looking at the best in the world gives a SELogerD in gatl an.com

clear window into best practices,
emerging trends, growth strategies, and
common insights and challenges.

@ iProperty.com

This is my world: I'm the former head of , °
strategy at a top portal, and have spent the @ REA Group DOmaIn

past three years focused on the strategies

of real estate portals. trademe & |MMO

— Mike DelPrete, June 2018 @ PropertyGury - P Domofond

Group



Real estate portals are big businesses around the
world, in terms of revenue and profit (EBITDA).
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There are clear global leaders in terms of overall

revenue and profitability.

Full Year Financial Comparison
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Source: Annual reports, investor briefings, and company data. Move's EBITDA is unknown.



Yearly revenue growth varies significantly, with

impressive upside even in mature markets.

Year on Year Revenue Growth

Zilow Group |G 27 0% ¢— Impressive
properycors - N 0
orcs ———
Australia
omain - I 2O >
Property N ‘¢
vove I 5 '
Immoweb |G 110
Rightmove || G 10
Trade Me Property |GGG 1025
seLoger |GG © 4~
Zoopla Property Services || GGG .0
Immowelt _ 7.3%

Immobilien Scout24 [l 2.7% 4— Struggling
0% 5% 10% 15% 20% 25% 30%

Source: Annual reports, investor briefings, and company data.



Dominant, well-run portals can be incredibly

profitable in mature markets.

EBITDA Profit Margins

Rightmove

Immobilien Scout24
Trade Me Property
Immoweb

REA Group

SelLoger

Zoopla Property Services
Domain

Immowelt

Hemnet

iProperty

Zillow Group 4— Different revenue model

PropertyGuru

0% 10% 20% 30% 40% 50% 607% 70% 80%

Source: Annual reports, investor briefings, company data, and author's estimates.



Organizational efficiency, as measured by revenue

per employee, varies across the globe.

Revenue per Employee

Rightmove |
Zoopla Property Services T
A clear leader
REA Group
Immoweb

Immobilien Scout24
Move

SelLoger

Hemnet

Zillow Group

Trade Me Property
Domain

Immowelt

PropertyGuru
S

o

$100,000 $200,000 $300,000 $400,000 $500,000 $600,000

Source: Annual reports, investor briefings, company data, and author's estimates.



Revenue per employee growth is varied, with some

slowing while others accelerate.

Revenue per Employee
2013 m2014 m2015 m2016 m201/

$800,000 : l
$700,000 & Lostcontro
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$100,000

S0
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Source: Annual reports, investor briefings, and company data.



Rightmove's cost control involved a significant

slowdown in headcount growth.

Rightmove Employee Count
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500 127 <+1Oj
139 +24
400
+32 24

300
200
100

0

2011 2012 2013 2014 2015 2016 2017

www.mikedp.com

Source: Rightmove annual reports.



Revenue per capita for the major global portals

varies based on market maturity and structure.

Revenue per Capita

REA Group
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Source: Annual reports, investor briefings, and company data.



Revenue per capita i1s much higher in some

markets due to structural differences.

Revenue per Capita

REA Group |

Domain - |

Trade Me Property [N In Australia and New Zealand, home sellers
pay their own marketing expenses, resulting in

much higher average revenues per listing.

S0 $5 $10 $15 $20 $25
Revenue (USD) per person

Source: Annual reports, investor briefings, and company data.



Revenue per capita in emerging and developing

markets 1s well below more mature markets.

Revenue per Capita

Ingatlan [l $0.80 - Hungary
Otodom [J$0.29 - Poland
PropertyGuru | $0.11 — Southeast Asia
iProperty | $0.08 — Southeast Asia

S0 $5 $10 $15 $20 $25
Revenue (USD) per person

Source: Annual reports, investor briefings, and company data. Ingatlan and Otodom figures are FY17.
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Generally, market-leading portals have between

1.5x — 3x the traffic of the runner-up portal.

Global Portal Traffic Leads
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2.0x
i ' ' ' l
0.0x

Belgium GER

www.mikedp.com

Source: annual reports, company data, and investor presentations.



Stronger competitive positions roughly correlate

with revenue growth (due to pricing power).

Global Portal Traffic Leads

4.0x 30%

25%
3.0x
20%
2.0x 15%
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0.0x 0%

AU Belgium NZ UK GER

mm Traffic Lead e===Yearly Revenue Growth A
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Source: annual reports, company data, and investor presentations.



Globally, runner-up portals collect about 407% of

the revenue of the leading portals in each market.

Relative Revenues for Runner-up Portals
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Zoopla, inthe UK,
1s the outlier due
to its intense
diversification in
property services.



But runner-up portals aren't catching up to the

leaders; the revenue disparity remains constant.

Residential Revenue Comparison:
#2 Portal as a % of #1 Portal

Domain as a % of REA 27% 27% 27% 27%
Realtor.com as a % of Zillow* 41% 41% 38% 38%
*Total revenue (realtor.com does not break down revenue sources). Financial year is offset 6 months from
Australia.

Source: annual reports and investor presentations.



Growth across three of Europe’s leading portals 1s

predictable and steady.

Revenue Growth Across Europe
2012 m2013 m2014 w2015 m2016 m2017

2 320 €
o 270
2 240¢€ 236
160 € 140 133
91
- II
0 €

1IS24 SelLoger Rightmove

www.mikedp.com

Source: annual reports, company data, and investor presentations. 1IS24 restated revenue numbers starting in 2016.



And when Zillow 1s thrown into the mix, it's clear

what a growth monster it 1s!

Revenue Growth Across Europe
2012 w2013 m2014 m2015 m2016 m201/
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Source: annual reports, company data, and investor presentations. 1IS24 restated revenue numbers starting in 2016.



ARPA growth 1s consistent between portals, driven

from price rises and premium offerings.

Average Monthly Revenue per

Advertiser (USD)
$1,400
Steady growth, up around 12%-15% each year
$1,200
$1,000
$800
$600 | —
$400 c— /
$200 o
S0
2012 2013 2014 2015 2016 2017
Zoopla = Rightmove =Zillow Group
Immobilien Scout24 ===Seloger = | mmoweb

www.mikedp.com

Source: Company data.



But vendor-funded advertising and a demand

model put REA Group in a league of its own.

Average Monthly Revenue per

Advertiser (USD)
$3,500
$3,000
$2,500
$2,000
$1,500
/
$1,000
S0
2012 2013 2014 2015 2016 2017
Zoopla = Rightmove = illow Group
=R EA Group Immobilien SCOUt24 «=m=Seloger

| Mmmoweb www.mikedp.com

Source: Company data, Morgans research.



Major portals still generate most of their revenue

from real estate agents.

7% Revenue from Agents

Rightmove REA Group Trade Me Zillow Scout24 Zoopla
Property

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

www.mikedp.com

Other revenue sources include direct listings, display ads, new
construction, data sales, and ancillary revenue streams.

Source: annual reports, investor presentations, company data and author’s estimates.



The major portals, such as Rightmove, aren't

diversifying their revenue streams.

Rightmove Agency Revenue

100%
80% This number hasn't
o changed in years; no
revenue diversification.

40%

20%

0%

2013 2014 2015 2016 2017

www.mikedp.com

Source: annual reports and investor presentations.



Many agents in the U.S. are worried Zillow will

disrupt them, but it's clearly not diversifying.

Zillow's % Revenue from Agents

100%
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It 1s exceedingly unlikely that Zillow
would put 70 percent of its revenue at risk.

Source: annual reports and investor presentations.
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Driving premium revenues

Premium, or depth, products are
when customers pay more for
Increased exposure. They typically
compete against each other for
enhanced placement of listings and
agent branding.

Premium revenues occur above and
beyond subscription revenues for
listings, and are the main driver of
revenue growth in mature markets.

rightmove™  Domain




Premium products include bigger photos, better
placement, and prominent agent branding.

L Hooker

Open Sat 9 Sep g (N L N i For Sale - Price Guide $1,200,000 each Agent
Tony White
For Sale - Price Guide $1,200,000 each Tony White 105 & 109 Sydney Road, Manly, NSW 2095
84 32 ¥r Save Details >

105 & 109 Sydney Road, Manly, NSW 2095
84 32 vy Save  Details >

For Sale - Price Guide
$1,200,000 each

105 & 109 Sydney Road, Manly, NSW ...
a8 4 S 2

%S Detail v¢ Save Details »
ave etails >




Portals in mature markets have reached market

saturation; there are very few new customers.

REA Group Rightmove
Revenue bridge
280 243.3
- v 250 19 6
(_ 0.7 mm @ 220.0
i)
260 £
2.2 ) : « 200
=
240
150
220 :
100
200
200.1 %0
180 - =
HY 2017 s Aus Aus Aus - us ia
Group esidentia eveloper & Media Display Financia | \ Subscriptions
EBITDA e ommercial & Other Services 0
depth 2016 ARPA Customer Other 2017

growth growth growth

Revenue growth is coming from ARPA (average revenue per advertiser) increases,
aka, extracting more revenue from each customer.



Rightmove's strategy 1s very much focused on

growing agency revenues through new products.

Our strategy

Core Membership e Additional Products

0
lv\

Clear market leading portal * Enable agents to differentiate
73% share of time spent on the top 4 themselves and gain more business
property portals is on Rightmove
We generate 6x as many sales & lets for « Helps Rightmove meet the differing
our Agency customers as our nearest :
. marketing needs of agents
competitor

Helps Rightmove tailorit's offer to

“All'you can eat” listings, per branch, ) i
different geographic markets

within an agent's local market

Rightmove's efforts are focused on additional
premium products.



In Australia, REA Group and Domain are growing

exceptionally fast. And at a similar rate.

Residential Revenue Growth:
REA vs. Domain

$324,200,000 $271,900,000 19 2% $52,300,000

Domain $86,100,000 $72,200,000 ( 19.3‘% ) $13,900,000




Almost all of the residential listings revenue growth

1S coming from depth products.

Residential Depth Revenue Growth:
REA vs. Domain

- Total Growth Depth Growth % from Depth

$52,300,000 $51,600,000 8%

Domain $13,900,000 $13,560,000 ( 97% )

98 percent of REA's and 97 percent of Domain’s residential
listings revenue growth came from depth products.



All of REA Group's revenue growth 1s coming from

premium and depth products.

REA Group's Australian Revenue

2 $700 4
S $600 oo ——’C;;;;EZ
= 0

$500 Up 187
$582
5400 $482
$407
$300
$200
$100 $87 $91 $95
$55 $56 $58 “— Subscnppon
SO revenue is flat.
FY2016 FY2017 FY2018
m Subscription revenue Media display & other Listing depth revenue

www.mikedp.com

Source: Company data.



REA has mastered the art of the upsell, pushing

customers to more expensive premium products.

Residential Premium Listing Penetration (depth)

/v

1H 2013 2H 2013 1H 2014 2H 2014 1H 2015 2H 2015 1H 2016 2H 2016 1H 2017 2H 2017 1H 2018

m Feature property  mHighlight property  ®Premiere property

Source: Company data.



Premium listings, depth products, & value-added
services are all fancy ways of saying "big photos.”

L) Hooker

Goid

o e
5 ter - 4 = 4 ‘ —_—
E = =Y g e . Branded -~

< ) e . s A 74,

v<d : (a‘ S g e/ —

d SR T o ’ AV & Y a Yl Basic v

- Y,;j:" 8 y s EB subscription SN -

Open Sat 9 Sep AL SN 3

For Sale - Price Guide $1,200,000 each Tony White

105 & 109 Sydney Road, Manly, NSW 2095
B4 32 % Save  Details > Front Page

Listing Products

PREMIUM LISTING FEATURE LISTING

Source: REA Group, Domain, Trade Me.



The product development priorities of the top real

estate portals are deceptively ssimple.

Small pictures » Big pictures

L) Hooker

L) Hooker

For Sale - Price Guide
$1,200,000 each
fr 105 & 109 Sydney Road, Manly, NSW ..

v¢ Save  Details »

3 ) 4 : '3 Ly “ § R ' 4 74
'S PN ~ - e 4 P,
f - \ - Y §
| v : - v /
A i : 7. P g of/
Ty | & R ]
Open Sat 9 Sep A P ¥ B3

For Sale - Price Guide $1,200,000 each Tony White

105 & 109 Sydney Road, Manly, NSW 2095
84 32 Y7 Save  Details >



[t's no surprise. The biggest value a portal can give

customers 1s "bigger” exposure.

Featured Property

* Highlighted listing
* More photos
* Larger mainimage
* Additionallisting at the top of the search results

Standard Listing

* Listed on Rightmove

Premium Listing
* Highlighted listing

* More photos

* Larger mainimage




So if you're looking to add the biggest value to your

customers, don't overthink it...

Residential Premium Listing Penetration (depth)

For Sale - Price Guide ' " :
- $1,200,000 each 4 . AT
; 4 #1055 109 Sydney Road, Manly, NSW ... z ARG P . —
84 a2 . . AN o .
: u = N i’ v
L a R ’ G » 7
*d > -
T YrSave Details w : ' >
Open Sat 9 Sep Ve *
For Sale - Price Guide $1,200,000 each Tony White
105 & 109 Sydney Road, Manly, NSW 2095
4 92 YrSave Details >

1H 2013 2H 2013 1H 2014 2H 2014 1H 2015 2H 2015 1H 2016 2H 2016 1H 2017 2H 2017 1H 2018
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Ancillary revenue streams

Lead generation is one of the largest
ancillary revenue streams for real estate
portals.

This 1s especially the case with world
leaders iIn mature markets.

Zillow ZOOplO @ realestate.com.au



Home
services &
repairs

Valuation &
data

Home
inspiration

Agent

profiles Mortgages Insurance Utilities

Providing more value to customers

Making investments or acquiring businesses

Getting involved in more of the transaction

‘One-stop shop” mentality



Activity across the value stream 1s varied by portal,

with some common trends.

Zoopla rightmove™ [EZillow (@ReAGoup trademe @

Insurance ‘ ‘




Runner-up portals have diversified their revenue

streams more aggressively, out of necessity.

Revenue Diversification

Listing

Revenues
% of Total

REA 84%
#2 in Australia=p  Pomain < 47@
Rightmove 76%

#2inuK —» Zoopla ( 25% )



Generally, adjacent revenue streams carry much

lower profit margins than classified listings.

Revenue Diversification and Profitability

Listing EBITDA
Margins

Revenues
% of Total

REA 84% 66%
Domain 47% @
Rightmove 76% 76%
Zoopla 25% 39%




Adjacent services are still nascent, even at the

global leaders.

Revenue Adjacencies:
I1S24, REA, and Domain

Revenue as
% of Total

Revenue

1S24 (Finance) €14.7 million 59% 4

REA

. . . €18.1 million 38% 4
(Financial Services)

Domain (Transactions) €15.0 million T% &

Domain (Transactions) consists of utility comparison and switching, Domain Loan Finder, and Domain
Insure. 1IS24 is for FY17, while REA and Domain are FY18 (6 month offset).



And iIn many cases are expensive to start-up,

especially organically.

Revenue Adjacencies:
REA vs Domain (FY 2018)

REA
(Financial Services)

$29.3 million  $10.8 million  ¢— Inorganic:
Acquisition

Domain

(Transactions) $24.4 million  ($2.7 million) p

— QOrganic:
Start-ups and
joint ventures.

Domain (Transactions) consists of utility comparison and switching, Domain Loan
Finder, and Domain Insure. All figures AUD.



Zlllow has consistently grown its mortgage lead

generation revenues, but growth 1s slowing.

Zillow's Mortgage Revenue Growth

$90
0 $80 +13%

S0 e
$60 +61/ X
$50
$40 +57% o+
$30 %
$20
$10
S0

FY13 FY16 FY17

www.mikedp.com

Source: annual reports, company data, and investor presentations.



The lead gen business 1s still very much a volume

game, with low average revenue per lead (ARPL).

Zillow's Mortgage Business
100 $5.00

Zillow is focused on
delivering higher-quality

$81
S mortgage leads.

Millions
(0 0]
o

S71

This results in less leads

60 $3.00
each year, but each one

40 $2.00 1S more valuable.

22.7

20 $1.00 However, several dollars

per lead is still a small
0 $0.00 fraction of the total
FY15 FY16 FY17

value of a mortgage
www.mikedp.com customer.

= Revenue Leads e===ARPL

Source: annual reports and investor presentations.



Zoopla's comparison business continues to grow,

but the average value per lead 1s flat.

Zoopla's Comparison Business

150 £5.00
v
5

= £122

= 120 €111 £4.00

90 €80 £3.00

60 £2.00

303 34.3
30 £1.00
0 £0.00
FY15 FY16 FY17
mmm Revenue Leads e==ARPL

www.mikedp.com

Source: Company data, investor presentations.



Both businesses are improving the average revenue

per lead, but it's still a volume game.

Average Revenue per Lead (USD)

$5.00 $4.69

$4.19 Up 12%

$4.00
$3.60 Up 283%

$3.00
$2.00

$0.94
$1.00
$0.00

FY15 FY16 FY17

w/illow ====Zo0Opla www.mikedp.com

Source: Company data, investor presentations.



REA Group acquired a majority stake in mortgage

broking business Smartline in June 2017.

 REA group acquired an
80% stake in Smartline
for S67 million AUD.

 Around 300 employees.

 After one year, itisa
meaningful revenue
contributor and
materially profitable.

Source: Company data, investor presentations.

Financial Services launched

Delivered growth through strategic expansion into Financial Services

$10.8m

EBITDA!

* More than 400 brokers nationwide

» Combined loan book of $28.3b

+ Growing white label product

+ Challenging broker recruitment market

+ Tightening lending requirements from
banks is slowing the rate of mortgage
growth

+ Strong online engagement, however
long lead times to settlement

®

realestate.com.au

Home Loans

f§ smartiine




Zlllow followed suit by acquiring Mortgage Lenders

of America in August 2018.

Zillow Group & Mortgage
Lenders of Ameérica, LLC

What it means for the industry

How our partners can benefit

When an agent brings a buyer for a Zillow-owned home, the transaction can close quickly
and with more certainty.

When we integrate Mortgage Lenders of America LLC with the Zillow Offers program, we’ll
e offer technology we develop to our brokerage partners so they can improve the capture
rate at their own mortgage affiliates.

We’ll continue to offer advertising services to lenders and brokers with in-house mortgage
operations.

Originated around 4,000 loans
last year.

Average revenue per customer
of S9k-S12k.

Offers advantage for Zillow
Offers program.

Around 300 employees.

Zillow goes from S$3.60 per mortgage lead to ~S9k per mortgage customer.



The leaders in the field offer deep integrations

across their sites, critical to their success.

1047 Balsam Ave, SropEaLE
Boulder, CO 80304 ??’1432’280
5 beds - 6 baths - 4,902 sqft

EST. MORTGAGE

New construction in coveted Newlands._Graciouslv $7,918/mo M o £7h|82 l
situated between N. Boulder Pa onthty tota
ESTIMATED MONTHLY PAYMENT
just a short stroll downtown or { / s
: ) Gas £37
space, this property is perfect fi  Home price Down payment ;
enjoy the quintessential Boulde
SIS Rt 5 2,145,000 429,000 |20
finest amenities. Exciting new d
street will contribute to the vibr | 51 term Interest rate Today's rate % Electricity £48
drenched open floor plan featut
30-year fixed 3.720 Mortgage £503 >

luxury master suite, designer fir

views.
Advanced

Home Insurance £15 )

Facts and Features Estimated energy cost  £85/mo

Your payment: $7,918 /mo

Type
DE] Single Family E Get pre-qualified
;%,; Cooling @

No Data

Energy £85

Energy costs explained

Council Tax £134 >

®000

IN PARTNERSHIP WITH

Water £45 ) U uSwitch

Your repayments based on your details below would be

$1,192/8\w N

How this was cal Disclaimes

Your Loan Details zsgxzzlspts:rsrom IMB Bank to discuss your YO u cou I d be ove rpayi ng fO r U r;gr;;ni?g«h
Property Price $312,500 eMandatory fields a
3 ; e PR energy in East London

eposit 62,500 g u

sending my request 1o IMB ABN

Yearly saving up to:

Interest rate (p.a.) 3.99 % Calletion Statement * ' £62 7 £494 £43 6

Loan term 30 years et Detached house Semi-detached house  End terrace house

Re-Calculate

Loan amount $250,000
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In their efforts to diversify
revenue streams, real
estate portals are moving
closer to the transaction
and doing more of the
transaction.



The strategy 1s multi-dimensional. Real estate
portals are operating along two axes.

< Closer to the transaction >
Less of the //More of the
transaction transaction

Far from the transaction



Portals began focused on property advertising, but

many are expanding across the entire transaction.

Home Flome Valuatlon & Agent
L services & 9 Mortgages Insurance Moving Utilities
inspiration repairs data profiles

Less of the More of the
transaction transaction

rightmove Zoopla




The classic classifieds model stays far from the

transaction, only connecting buyers and sellers.

Closer to the transaction

REDFIN Opendoor «— Part of the transaction. Intimately
involved with buyers and sellers, or
actually buying and selling inventory.

rightmove® trademe @ | <A true marketplace: connecting
buyers and sellers.

Far from the transaction



As portals move closer to the transaction, they

move closer to consumers, displacing agents.

Closer to the transaction

Closer to consumers

Less of the More of the
transaction transaction

Closer to agents

Far from the transaction



Marketplace businesses are high-margin and scale

nexpensively. Expansion is less scalable.

Closer to the transaction

Less of the

Low Margin,
Less Scalable

More of the

transaction

High Margin,
Highly Scalable

transaction

Far from the transaction



The global leaders have positioned themselves

across the map with a variety of strateqgies.

Closer to the transaction

Zillow | (®) ReAGroup
Less of the
tran tion .
ansactio Domain Zoopla
realtor.com
scourzs

rightmove ™ trademe @

Far from the transaction

More of the
transaction



Each portal's product strategy and M&A activity

show the direction it 1Is moving.

Closer to the transaction

/

Zillow | (®) ReAGroup

Less of the More of the
transaction / Domain— Zoopla transaction
realtor.com
SCouT24

—

rightmove ™ trademe @

Far from the transaction



Recent big moves by Zillow, realtor.com, and 1S24

show clear strategic intent.

Closer to the transaction

Zillow Offers, acquire
mortgage broker

Zillow
Less of the More of the
transaction ) transaction
foSero miten | pcquie innicheck o
realtor.com

Far from the transaction



There 1s a clear trend towards the upper right,

typically via the bottom right quadrant.

Closer to the transaction

/

Zillow | (®) REeAGrouf

More of the

— Zoopla transaction

Less of the
transaction

realtor.com

—

rightmove ™ trademe @

Far from the transaction



Portals are moving towards much larger revenue

pools, expanding their total addressable market.

Closer to the transaction

Finance Title

Agent
Commissions

Insurance More of the
transaction

Less of the
transaction

Moving
Advertising Utilities

Far from the transaction

Note: Bubbles not to scale; each market is different.



You can see the move in Zillow's strategy; it's

moving towards those big revenue pools.

$7.2B

real estate agents and brokers’

e $6.68

mortgage providers'

$1.1B

real estate developers'

Bl $2.7B

FIll property managers'

Source: Zillow Group investor presentation.

es seg —
- ( TAM linked to $1.8T?

A a5
3 N -

1IN L e e
&= Qs Es
The TAM opportunity from Zillow Group participating in the
Instant Offers marketplace by buying houses and selling them
on the open market is linked to the aggregate transaction
value of existing and new homes sold in the U.S.




Realtor.com’s Opcity acquisition and Zillow's

concilerge service move closer to the transaction.

Lead Conversion Funnel

Zillow realtor.com +— Lead generation

+— Lead qualification

+— Paying Customer




Portals are evolving from media companies (ad

platforms) to tech companies (tech platforms).

Closer to the transaction

Tech/Companies

Zillow | (®) ReAGroup

Less of the More of the
transaction transaction

/ Domain— Zoopla

realtor.com

Media Companies o

rightmove ™ trademe @& |

Far from the transaction



Some portals are offering an “operating system’ for

agents, providing tools to run their business.

Closer to the transaction

:‘\\\\lll/////
BRIDGE =
INTERACTIVE"
OMORTECH'
Zillow > ot ([§e)e)
Less of the More of the

—

transaction transaction

Zoopla

] . THE
Wy o

q Group
TechnicWeb

expertagent

. RAVENSWORTH
Far from the transaction




The traditional classifieds model 1s a search engine

for property. But that's changing.

Closer to the transaction

Less of the More of the
transaction transaction

Search Engine

Far from the transaction



Portals are evolving from providing search results to

providing actual services to users.

Closer to the transaction

A
I

Service Engine

~ More of the
transaction

Less of the
transaction

Search Engine

Far from the transaction



There 1s an evolution
occurring, from search
engine to service engine.
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After several years of heavy investment (and

losses), expenses are in-line with revenues.

Zillow's Yearly Revenue and Expenses

=—mRevenue ===Expenses
$1.600

illions

$1,400

M

$1,200

$1,000
$800
$600
$400
$200

SO
2012 2013 2014 2015 2016 2017 2018F

Source: annual reports, company data, and investor presentations.



Expenses continue to track with revenues,

highlighting brief periods of profitability.

Zillow's Quarterly Revenue and Expenses

—mRevenue ===Expenses
$400

Millions
LV
N
o
o

$300

$250

$200

$150

$100

$50

SO
Q4 15 Q116 Q216 Q316 Q4 16 Q117 Q217 Q317 Q4 17 Q118 Q218

Source: annual reports, company data, and investor presentations.



Zlllow's revenue growth continues to be driven by

its premier agent program, and rentals (other).

Zillow's Revenue Sources
S800

ons

= $700
$600
$500
$400
$300

$200

$100

$0
FY12 FY13 FY15 FY16 FY17

A

=Premier Agent e===Qther Mortgages e===Display

www.mikedp.com

Source: annual reports, company data, and investor presentations.



The premier agent program pits agent against

agent, delivering leads to the highest bidder.

Demand in marketplace drives pricing with auction mode|

98112 X 98112 < Example:
°Premier Agent increases monthly advertising
Your Budget @ Your Budget @ ’ Speﬂd W|th Z|||OW GI’OUp
% S;tvc‘xr(- of ™
® °Premier Agent moves up in ranking by share of
Esnm:nwi ooooooo l{:‘ld . . . VOICe Iﬂ a le COde
14 $290 3.7
Ty : °Share of voice for other Premier Agents
- ; advertising in that zip code is decreased
TN ;) F— oEstimated monthly leads delivered to Premier
n et Agent grows
Agent4

2 R
- = °Cost per lead increases for all Premier Agents
S« advertising in zip code

Crced | (IR °ROI over time decreases slightly for all Premier
Agents advertising in zip code



With growth 1n its largest source of revenue

slowing, Zillow must explore new opportunities.

Zillow Premier Agent Year-on-Year

Revenue Growth
40%

30%

329 )
307% 29%
24%
5157 22% 22%
20%
10%
0%

Q4 16 Q117 Q217 Q317 Q417 Q118 Q2 18

www.mikedp.com

Source: annual reports, company data, and investor presentations.



Zlllow's mortgage lead generation business 1s

growing at the expense of display advertising.

Zillow's Ancillary Revenue Growth There is a strategic
o 9100 shift away from
S %0 display ads to more
S $80 . .
70 integrated solutions.
$60
$50 These new products
$40 are more useful for
530 consumers, deliver
>20 higher-quality leads
s;g to customers, and

FY12 FY13 FY15 FY16 Fy17  Operate on a pay-

Mortgages e===Display per-lead model.

www.mikedp.com

Mortgages product = deeper integration.

Source: annual reports and investor presentations.



Both U.S. portals are growing revenues, but Zillow

is growing faster (and from a larger base).

U.S. Portal Revenue Growth

$350

$250 /
$200 /

$150

Up 92%

A‘_——“'———‘—————’

Millions
Y
N
o
o

Up 38%

$100
$50
SO

Q415 Q116 Q2 16 Q316 Q4 16 Q117 Q2 17 Q317 Q4 17 Q118 Q2 18

—/illOW ====Realtor.com _
www.mikedp.com

Source: annual reports, company data, and investor presentations.



Zlllow maintains a strong traffic lead over

realtor.com, and it's not changing.

Top Portal Traffic Lead in U.S.

__200 4x
v

S

= 160

§ ax
wv

g

T 120

:C) 2X
£ 80

5

> 1x
o 40

(@)}

s

Q

< 0 (0]

Q315 Q415 Q116 Q216 Q316 Q416 Q117 Q217 Q317 Q417 Q118 Q218

mmm Traffic Lead e=Zillow Realtor.com :
www.mikedp.com
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Competing strategies in the U.K.: Rightmove and

Zoopla

rightmove Zoopla

More than any other real estate portals in
the world, Rightmove and Zoopla have
adopted divergent strategies in the UK.

Rightmove 1s narrowly focused and Zoopla
1S broadly diversified. But both are
succeeding in different ways.



Zoopla's strategy s geared towards diversification
and creating a "huge cross-sell opportunity.”

TRANSPARENCY EFFICIENCY

SOFTWARE

hometrack Maximise
DATA

— Partners

- Consumers -



While Rightmove 1s solely focused on being the

best marketplace to advertise property.

Choice

MOST EXPOSURE
Largest source of
high quality leads,
high value products
and packages

BETTER
MARKETPLACE B
7]




Rightmove has delivered consistent revenue

growth, but Zoopla has made impressive gains.

Rightmove vs. Zoopla Revenue
£300

Millions
m
N
(@]
o

£200

£150
£100
£50
£0

2013 2014 2015 2016 2017

m Rightmove mZoopla www.mikedp.com

Source: annual reports, company data, and investor presentations.



Rightmove 1s growing revenue through high-

margin portal advertising products.

£300

Millions
m
N
(2}
o

£200

£150

£100

£50

£0

Source: Company data.

Rightmove's Revenue Growth
80%

o 70%

2013 2014 2015 2016 2017
mmm Portal New Homes Other ==EBITDA %

607%

50%

40%

30%

20%

-

0%

www.mikedp.com



While Zoopla's growth 1s coming from adjacent

revenue streams with lower profit margins.

Zoopla's Revenue Growth

., £280 60%
C
9
S £240 50%
£200 \
40%
£160
30%
£120
20%
£80
- . . . . . -
£0 0%
2013 2014 2015 2016 2017
mmm Portal Other Property Comparison = BITDA %

www.mikedp.com

Source: Company data.



Rightmove's overall growth 1s slowing; it can't grow

at historical levels through price rises alone.

Rightmove's Revenue Growth

£300 100%

Millions
m
N
(02]
(@]

80%
£200
60%
£150

40%
£100

- l
£0

2011 2012 2013 2014 2015 2016 2017

20%

0%

H Revenue e=mYOY Growth
www.mikedp.com

Source: Rightmove annual reports.



Rightmove's average revenue per advertiser (ARPA)

growth 1s also slowing.

Rightmove's ARPA Growth

£100 16%
£80
12%
£60

£40

£20

£0 0%

2013 2014 2015 2016 2017

mmm ARPA £ Increase ====ARPA % INncrease

www.mikedp.com

Source: Rightmove annual reports.



Zoopla's property portal revenue 1s effectively flat.

The core portal business is barely growing.

Zoopla's Revenue Growth
2013 m2014 w2015 m2016 m2017

., £200
S
= P New revenue
streams
122
£120 \‘
Flat
£80 Ancﬂlary i
B IIII I ;
. mul [
Portal Other Property Comparison

www.mikedp.com



Partially a result of inventory levels never fully

recovering since OnTheMarket's entry in 2015.

Zoopla's Inventory Levels

1,000,000 -
900,000 )
800,000
700,000 -
600,000
500,000 -
400,000 -

300,000 -

200,000 -

100,000 -

0 L B e s B T s o o e e B S e S B e S
NN NN BN BTN BN TN TN TN BN BN A A I R I R B I\ I\ I R C RSB N SN

A c’l 'ol \0 ‘I &I 7’ Q’ \I ’ 7’ \.I 4’ c,l Q 0 & «’ 7’ Q’ \I s 3 \f A’ c)l Q’ O’ &'
S W @ K Q'b* > ¥ qu %GQ F I WP R V@\ NN ?99 R o S R AR AN
" London SE England ® E Midlands E of England = NE England ®NW England
SW England =W Midlands ® Yorkshire = Scotland 1 Wales Northern Ireland

Source: Zoopla.co.uk inventory tracking

Used with permission from Exane BNP Paribas Research



Zoopla diversified by spending approximately £480

million on acquisitions since 2015.

Company Purchase Price Acquisition Date Products & Services
uSwitch £160 million April 2015 Comparison services
Property Software £75 million April 2016 Est.ate agency back
Group office systems
Technicweb £7 million (estimated)  November 2016 Designing websites for

the property sector
Data provider to lenders,
Hometrack £120 million January 2017 investors and home
buyers
Estate and letting
Expert Agent £7 million (estimated) March 2017 agency software
provider
Ravensworth unknown September 2017 Print marketing
Money.co.uk £80 million September 2017 Flnancal SO
comparison
Calcasa £30 million November 2017 FTOIBIENTEY M CELRE

(Netherlands)



Zoopla's eight acquisitions generated around 757%

of total group revenues in 2017.

Zoopla's Revenue Breakdown

These eight acquisitions
generated around £185
million in annualized
revenue in 2017, compared to
their aggregated purchase

Money.co.uk
price of around £480 million.

Hometrack PSG

Expert Agent

Technicweb

Annualized estimates based on HY17 results.

Zoopla's strategy, born of necessity, is paying dividends.



Zoopla has integrated its acquisitions well, but the

synergy value 1s unclear.

* The key question in Zoopla's diversification
strategy 1s: How much are the businesses
benefiting from cross-sell synergies?

 In other words, are the acquired businesses
growing faster than they would have as stand-
alone businesses?

 Two measures to look at are revenue growth
and lead generation growth post-acquisition.



The comparison business saw a revenue uptick

immediately after acquisition, before slowing.

ZPG - Comparison Revenue
£140

+38%

Millions
m
}_\
N
o

+10% 4+— Modest revenue

£100
+17%
£80

£60

£40

£20

£0
2014 2015 2016

Zoopla acquired its comparison business in 2015,
and its 2015 results include 4 months of revenue.

Source: ZPG financial results and investor presentations.

growth after a
promising start.

2017

www.mikedp.com



New lead generation has slowed significantly,

showing little sign of a direct traffic benefit.

ZPG - New Comparison Leads

8,000,000
6,000,000
4,000,000

2,000,000

2015 2016 2017
mmm New Leads ==Y Growth

40%

30%

20%

10%

0%

www.mikedp.com

Note: this is a like-for-like new lead comparison, and doesn't include pro-forma leads from mid-year acquisitions.



In the case of Zoopla, the verdict 1s still out on the

synergy value.

* While I'm sure there 1s synergy between the
businesses, it's not what [ would call a runaway
cross-sell success.

* There 1s modest growth, but it's not clear if the
source 1S organic or inorganic.

 [would treat any cross-sell synergy as an
added bonus, not a given. The core business
case should stand on its own merits!
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Portal homepage analysis

rightmove ™
A portal's homepage is a reflection

of its strategy. Reviewing the ZOOpla

designs of each gives us insight into

what each portal deems important. @ realestate.com.au
| | Domain

Using the Change-o-Meter, we'll .

look at how each portal has trade /@

changed over the last year. Zillow

Change-o-Meter m
realtor.com

IMMOBILIEN

SCouT2%
Seloger-

Medium



Rightmove's homepage, like its strategy, 1s simple

and focused, with not much changing.

2017

rightmove Buy Rent FindAgent HousePrices Commercial Overseas  Signin

Search properties for sale and to rent in the UK

Be the first to see new properties

Register with us to get instant property
alerts as soon as a property hits
Rightmove, save properties and
searches, personalise content, and
more...

earch Featured content

Find the right school

Property maps Explore sold prices

« Surprisingly little has changed
 New ‘Inspire” section in the nav bar

rightmove

Property maps

Quick links: England,
s

Find your happy

Search properties for sale and to rent in the UK

Be the first to see new properties

Register with us to get instant property
alerts as s00n a5 a property hits
Rightmove, save properties and
searches, personalise content, and

more.

This month’s best We bought a Scottish
renovation properties castle

We round up the best homes Kim and Maria took a leap of Recent searches

that are ripe faith and started 3 B&Bin a

ractin nane Clacanw

Change-o-Meter

Low



Zoopla stays focused on property search with

some minor changes on 1ts site.

2017

Zoopla -

Forsale  Torent House prices New homes Commercial Overseas Invest Move Agents More

Find your next home to buy or rent in the UK

For sale To rent House prices & values

Min price Max price Property type Bedrooms

No min v No max v Show all v No min v

SmartMaps Travel time search
Draw your own boundaries of > ° Search for properties based on >

- where you'd like to buy or rent . how far you want to travel

« Highlighting free valuation reports
* Personalized user options up top

2018

Zoopla

Forsale Torent Houseprices Newhomes Commercial Overseas Invest Move Agents Discover

et a FREE valuation from a local agent
Get agent valuation

Change-o-Meter

Low



Realestate.com.au rolls out a new homepage ad
unit and highlights its new mortgage product.

3 : oo W Anctiod FEATY MANLY
Art partment inunbeatable Manly Cove
i Cunninghams
Find a home design | ' For however
: 9 l Y you do business.
to fit on your block L -
& === Talk 10 1e¢ ahout nesnaring foe the fitues

Change-o-Meter
« New home page featured property ad
 Home loans highlighted
+ Slightly expanded search criteria

Medium



Domain ditches the super simple search box in
favor of more options.

Domain Buy Rent Newhomes Sold Commercial News . Advice - Agents More @ ¢ signin | signy
Domain Search - Research - Sell - News - Homeloans More Login Signup

W N " T
uStal\@ipur property;sequ rhere.... -

‘ @) vt NewHomes

Change-o-Meter

« Expanded search options
* Less nav bar options

Medium



Zlllow doesn't change much, despite a number of
new business endeavors. Rentals highlighted.

_—
2
Zillow :

Be ready to buy Get pre-qualified by a local lender on Zillow.

Change-o-Meter

e New “list rental” call to action
« Removed "home design” from nav bar

Low



Trulia gets a major design makeover, with search

highlighted, but neighborhoods still important.

2017

Qtrulia Buy Rent Mortgage Sell FindanAgent LocalScoop More SavedHomes ' Saved Searches  [[TAMG

Explore Neighborhoods With Our Map Overlays

Discover a place

’ 2
Check Out See Nearby you Il love to live
Local Schools Crime Stats ‘
00 Nearty hool ratings » Get block by biock insights «
Find the right home and ® LI

the right neighborhood

Explore the Neighborhoods

South of Market , Pacific Heights Russian Hill
. E5] 112 Homes For Sale s EJ] 53 Homes For Sale - 3 &5 39 Homes For Sale
1 X Buy: $168k - $11.7m 2 Buy: $698k - $19.5m £ Buy: $378k - $25m

Change-o-Meter

« Completely new user experience,
highlighting search
* Neighborhoods still prominent

High



Realtor.com basically stays the same.

2017 2018

I’L‘ill[()l'.(‘()l]]' « BUY SELL RENT MORTGAGE Find REALTORS® LOCAL NEWS&INSIGHTS [] LOGIN SIGNUP |‘(‘2|It()l'.C0"]' Buy Sell Rent Morigage Find Realtors® MyHome News & Insights [0 togin SignUp = Advertise

v Be Ready to Buy - Get Pre-Approved by a Lender Now | Get Pre-Approved v Be Ready to Buy... How Much Can You Borrow? | Get Pre-Approved

Discover Your Perfect Home

with the most.complete sourge ofhomes for sal&&?&l} enear you

JUST SOLD HOME ESTIMATE

BUY RENT JUST SOLD HOME ESTIMATE

[
™
San Jose, CA

S

BESTPACISTOINE g your town one of the best places to live? ‘Find out [

Change-o-Meter
* Replaced “Local” with ‘My Home" in nav

Low



ImmobilienScout24 simplifies its navigation and

adds an ad unit.

2017

Meine Immobilie

Inspiration
Wohnen wie die Ritter

Inspiration
Schwedenhauser

Change-o-Meter

« Extremely simplified navigation
* A big new homes ad front and center

Low



SelLoger introduces a few small changes, but

otherwise stays the same.

2017

Change-o-Meter

* New highlights to book a vacation home
and place an ad

e User customization for
recommendations and favorites

Low



Trade Me Property cleans up 1its look with less

banner ads and a prominent search.

2018

ifeDirect  Trade Me Insurance  Holiday Houses  Services

g AND MORE

j . trad & i
Trade Mo LifeDirect Trade Me Insurance  FindSomeone  Holiday Houses  Travelbug ~ MotorWeb  Harmoney ra e A Browse Sell My Trade Me Community Register | Login
in for sale v n v w Watchlist v o Favouri tes v ECan
trade I.’- Browse Sell My Trade Me Community Registor Log in Residential  Flatmates Openhomes Commercial Rural  Businesses for sale  Retirement vilages  Property Insights  Find an agent List my property
in for sale + n - w Watchlist v O Favourites v E Cart et
% arct egions
ropert Reg
Residential  Flatmates Open homes Commercial Rural  Businesses for sale  Ratirement villages  Property Insights  Find an agent List my property
P X
property Search Regions Find an agent
- - PINANCIAL All New Zealan d v Y
TIMES
To rent Bedrooms Bathooms  Price
For the full perspective, Any to Any > Any v to Any v Any v 10 Any
All New Zealand v v . turn to the FT
All property types Search residential

EEEEEEEE Bathrooms Price SUBSCRIBE & SAVE 50% )

Ay v 10 Ay v A,y v 10 Any v Any v [to Ay v

. 5 = -
All property types NF WI N
& 1o
Property Insights Fletcher Living

Buy a completed,
new home from

Love your new home i
Advanced search Search residential : Find recent sales - \ a holiday
- o

Change-o-Meter
« Less ads! Two general banner ads replaced
by one large property related banner
* New layout highlights search
 Removed “find an agent”

High



Schibsted’s leboncoin, a horizontal with a strong

real estate section, chang

es nothing.

2017

2018

LebonCoin AU DEOSRUNEANNONCE  OFFRES DEMANDES  MESANNONCES  BOUTIQUES

Ventes immobilidres

RECHERCHER

Recherche dans le titre uniquement

Toute la France v v de postal
Annonces % Urge uniquement
Prix entre Prix min v = Prix max L Surface entre Surface min v = Surface max :
Pidces entre Piéces min v u Pibces max - Type Maison Appartemnent Terrain Parking Autre
Annonces Ventes Immobiliéres : Toute la France 4 Simulez votre prét immobilier. Réponse de principe immédiate !
I
Packable run protection
designed to move with youl
*FanessExplorer L
s 1001663 180 740

820923

Trier par : Date

Maison 8 piéces 1770 m?

(pro)
Morsang-sur-Orge / Essonne

No changes

LebonCoin  DPOSERUNEANNONCE OFFRES DEMANDES MESFAVORIS BOUTIQUES MESSAGES I

Nertes oo > “
Recherche dans le titre uniquement

e d? Toute la France

13 uniquement
Prix entre Prix min v @ Prixmax - Surface entre Surface min v e Surfacemax .
Piéces entre Pléces min v e Pibcesmax - Type Maison Appartement Terrain Parking Autre
Annonces Ventes immobiliéres, maisons a vendre : Toute la #} Simulez votre prit immobilier. Réponse de principe immédiate !
France
1023003

Particullers 165018 Professionnets 857 985 ™

Terrains briollay (49)

(pro) Ventes immobiliéres
Briolay 49125

Change-o-Meter

None



nother leading horizontal, the Russian portal

vito, changes nothing.

2017 2018

OGusaneswn M
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Change-o-Meter
 No changes

None



Avito’s real estate vertical, Domofond, introduces a

few small navigation changes.

2017 2018

Domofond.ru MNpopaxa Apenpa HosocTpoiw Euwe v Ratb o6vaenerme d BodTH v Domofond.ru Mpopaxa Apewa Karanor HosocTpoex Ewe~ [lath o6bsisnenwe % Boitn v

i | I e 1 L B[] O e

KYnuTb KBapTVpy, 0M, Y4acTOK Un opuc | [pogaka 1 apeHaa HeABMKUMOCTH

fpopaxa Apespa HoBocTpouku Lieubl il ® fpojaxa Apenpa Kavanor HOBOCTpOeK LieHbl

PbiHOK HeaBWXMMOCTH &

Change-o-Meter

Small navigation changes

Low



A review of the changes on the major portal

homepages reveals several common trends.

* Overall: Portals are optimizing the user experience, not
revolutionizing it.

« Less is more: Optimization is about removing and
simplifying the experience.

« Customer value: Some portals are integrating new
business initiatives — but only if it benefits consumers.

« The horizontals aren't changing at all (so it's no surprise
the verticals provide a better experience).
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Seven years of M&A activity

This M&A analysis covers investments and Zillow
acquisitions made by seven of the top global

portals between 2012 and 2018. @ REA GI'OUD'
Over the past 12 months, there has been over

$670 million in M&A activity from the major real zooplc

estate portals in four major deals.

rightmove &

S I posliorzm

ooz IMMOBILIEN
@ encros [ o scoutz4

Zoopla . Calcasa D O m a i n

S- $100 $200 $300 $400
Millions




The big acquisitions are in familiar categories: data

and finance...

scout2s

Zoopla rightmove™ [EZillow (@ReAGroup tradermec @

Valuation and data ‘ $38.9 million ‘ $93.5 million
Mortgages ‘ ? million ‘ $330 million



..which 1s reflective of portals moving towards

bigger revenue pools.

Closer to the transaction

Finance Title

Agent
Commissions

Insurance More of the
transaction

Less of the
transaction

Moving
Advertising Utilities

Far from the transaction

Note: Bubbles not to scale; each market is different.



2018 1s shaping up to be a big year in overall MGA

activity for the major real estate portals.

Total M&A Over Time

0 $900
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www.mikedp.com

Source: Company data, investor reports.



For the scope of this analysis, ['ve defined the

following categories...

Category

Domestic

International

Ancillary

Data

Agents

Consumer

Description

Building domestic market share.

Expansion beyond the home country.

New revenue streams related to property advertising (ex: utility switching, mortgages,
rental applications).

Data collection, management, and presentation tools, and monetization thereof.

Tools and products for real estate agents (that they pay for).

Products and technologies designed to directly improve the consumer experience on
the real estate portal (ex: improved search, virtual home decorating).



Total number of investments and acquisitions

between 2012-2018.

Company Domestic International Ancillary Data Agents Consumer
Zillow 4 2 2 1 1
REA Group 3 3 1
Zoopla 2 2 4
Rightmove 1
Move 3 1
e 52 1

Domain 3 1



Total deal flow (where known) from investments

and acquisitions between 2012-2018.

Company

Zillow

REA Group

Zoopla

Rightmove

Move

Immobilien
Scout24

Domain

Domestic

$85M

$3M

Inter-
national

$749M

$66M

Ancillary

$17M

$32M

$317M

$330M

$12M

Data

$7M

$94M

S198M

$3M

$24M

Agents

S108M

$118M

$232M

$37M

Consumer

$10M

Total

$227M

$875M

$633M

$3M

$239M

$435M

$44M



Zlllow's M&A approach 1s mixed, focused on

building domestic market share and agent tools.

Zillow's 7-year M&A Activity
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Source: annual reports, company data, and investor presentations.



REA Group has invested massively in international

expansion (India, U.S. and Southeast Asia).

REA Group’'s 7-year M&A Activity
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Zoopla 1s focused on ancillary and value-added

services for estate agents.

Zoopla's 7-year M&A Activity
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Rightmove made its first acquisition in 2016 in

support of its agent-focused strategy.

Rightmove's 7-year M&A Activity
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Move has invested massively in its agent-first

strategy with its Opcity acquisition.

Move's 7-year M&A Activity
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[S24 made an outsized investment in ancillary

services with its acquisition of Finanzcheck.

1S24's 7-year M&A Activity
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Domain has modestly invested in ancillary revenue

streams and data acquisition.

Domain’s 7-year M&A Activity
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With their massive acquisitions, Move and [S24

move up the rankings in overall activity.

ME&A as a % of FY17 Revenue

oo | -
encrove | -
ImmobilienScout24 - 2 157%
Move I —) 56%
Domain -22%
Zillow - 21%

Rightmove | 1%

0% 50% 100% 150% 200% 250%

www.mikedp.com

Note: Zillow does not include the Trulia merger.
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My other industry reports
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A note on data sources

The data sources include company reports, investor presentations, earnings calls
(and transcripts), and supporting documentation. All information used is in the
public domain. No confidential information has been used in this report. Some
data has been estimated from financial statements and other known data points.
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