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2003 TOP PERFORMING COMPANIES

INTRODUCTION

We are pleased to present the 2003 REAL Trends Top Performing Companies report. This is the first of what are planned to be bi-annual reports studying the performance of the top real estate brokerage companies in the United States as reported in the annual REAL Trends 500.

This report completes the trilogy of benchmark studies done in 2003. The other two were Management Compensation and Top Performing Offices. We believe that the data provides significant benchmarks for the leaders of the nation’s top real estate brokerage companies. We believe that such benchmarks can assist in setting strategic initiatives, performing self-examination of corporate performance and establishing some guidelines for management accountability.

All respondents in this year’s study are companies ranked in the REAL Trends 500 – the 500 largest brokers in the U.S. The study is broken into both geographic regions and various size categories. The two largest companies in the REAL Trends 500 report did not participate.  As always, all information is treated confidentially. In this report, reference is made to percentages but not to actual dollars.

We trust you will enjoy examining the results and putting to good use the data as it may apply to your own planning process. We extend our thanks to all participating companies which shared information about company performance. 

David B. Colmar






Susan M. Cox

Editor








Publisher

Copyright 2003 by REAL Trends, Inc. All rights reserved. Material in this publication may not be reproduced in any form without written permission.
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EXECUTIVE SUMMARY

This 2003 study provides benchmarks for measuring performance of real estate brokerage companies. Primary or related services were not considered in the data for this year.

Benchmark targets can assist brokerage operations in evaluating their existing performance, point out areas for improvement and aid in setting long range goals.

The data gathered clearly suggests the continuation of the trend towards a bi-polar distribution of firms. In the real estate business it is better to be either very large or rather small. The company in the middle is getting squeezed on profitability.  Companies below $10 million in gross commission income and those over about $35 million tend to do better with respect to the bottom line.

The study also investigated the high costs of office space and personnel, not just in terms of cost percentage, but in comparing ratios to closed transaction units and full time equivalents. These comparisons can provide a different view of your operation. They are a good source for measuring efficiency. The worksheet found in the appendix may provide help in ferreting out specific data on your company for comparative purposes.

There was no data to suggest that the largest companies in total gross commission income or total closed units out-performed the smaller ones in profit margin. Quite the contrary.  Small, boutique firms reported higher profit margins than their large counterparts. It is also apparent in reviewing the data that there has been little progress toward an increase in productivity. 

On average, the profitability for all respondents was 6.9 percent of gross commission income. Adjustments for owners compensation was not included in any of the data. This 6.9 percent compares favorably to other data collected over the past few years. The top 20 percent of all respondents averaged 15.5 percent profit. All in all, the top 20 outperformed the rest of the group by 2-3 times in all categories.

Average annual per person productivity for the entire study was 12.0. This number is nearly identical to the average for 2002 for the REAL Trends 500 of 11.9. This also compares to the 12.2 units per person reported in 2001 and 10.4 reported in the REAL Trends report ten years earlier in 1992.  The top 20 percent averaged 26.7 units in 2002.

Gross margins (company dollar) for respondents was 25.7 percent. The top 20 percent averaged 37.1 percent.

The study segregates the data by size of companies as well as geographical region. The only data provided on brand and non-brand comparisons was on profitability. 

For those that participated in the study we express our thanks for sharing information to help all. For those that did not participate, we hope that you will be encouraged to do so next year. 

TOP PERFORMING COMPANY STUDY

2003

Assumptions

All information contained in this report is for the calendar year ending December 31, 2002.

Some general information and “rules” for this year’s study are as follows:

· This is the first year of this study. It is anticipated that some changes will be made in subsequent years and we welcome suggestions that can better assist those using the information.

· Information on owner’s compensation has been deleted. Keep this in mind when reviewing percentages as they will not reflect these expenses. 

· All information is for real estate brokerage only. The study did not attempt to collect or analyze data on additional businesses such as title, mortgage, escrow, etc.

· The study is divided into six geographical regions. These are the same regions used by REAL Trends in other studies in order to provide consistency.

· The study is also divided into five size categories based on gross commission income.

Why Benchmark?

Many leading companies belong to any number of CEO groups across the country which may share information within the group on company performance. However, there is no national collection of such data that is generic in nature and that offers ownership the ability to compare and establish future targets. 

Benchmark data is offered to assist broker/owners in measuring their performance against other peer firms. Doing so allows them to measure and improve their performance.  A sort of “regular annual physical” is performed as to assist firms to remain healthy and see how a firm can improve.  In doing so firms can establish best practices and lead their management teams in planning and setting company goals and targets for the future.

Definitions

While most readers may assume what the data represent, it is important to review the definitions used in the study.

Gross Commission Income: All income derived from commissions, referrals and other brokerage operations resulting in the sale or listing sold of real estate. (GCI)

Gross Margin or Company Dollar:  Gross commission income less payments to others, including commission expense, royalties and referral fees.

Gross Margin or Company Dollar %:  Company dollar divided by GCI.

Transaction sides:  A listing sold and closed or a buyer controlled sale and closing. There are two sides per transaction.

Per Person Productivity:  The total number of closed sides in a year divided by the year ending number of licensed agents in the company. (PPP)

Full Time Equivalents:   Relates only to employees. The total number of payroll hours per year divided by 40. While many work in excess of 40 hours per week, including branch managers, the maximum denominator is 40. Covers all branches, administrative functions and other brokerage related employees except the owner.

Average:  The arithmetic average of particular data.

Median:  The midpoint; the same number above that point as there are below.

The Perception or Reality Quiz

Take a minute and respond to the following six questions. There are no trick questions! The answers are a result of the data in survey.

1. The smaller the company is in gross commission income the greater the average annual per person productivity in closed revenue units? T_____ F_____

2. There is a definite positive ratio between average per person productivity and average net profit percentage of gross commission income? T____ F____

3. Companies with the smallest square foot space allocation per agent had the highest

agent growth for the year? T____ F____

4. There is no direct relationship between the average number of agents per office and 

the overall company profitability? T____ F____

5. The greater the average number of closed revenue sides per full time equivalent (FTE) the greater the average profitability as a percent of gross commission income? T____ F____

6. Non-branded companies out-performed branded companies in profitability percentage and per person productivity in closed revenue units?  T_____  F_____



REAL Trends provides significant data that begins to serve as benchmarks in reviewing individual company statistics and trends. Let’s review what some of the REAL Trends numbers have been as reported in the annual REAL Trends 500.

Some Basic REAL Trends 500 Statistics:






              2001

2002__

Total # agents



          216,150
          239,942

Total # of Offices



  5,464

  5,759

Total # of Closed Units
                   2,641,137
       2,850,080

Agents per office



    39.6                 41.7

Per Person Productivity


    12.2                 11.9

REAL Trends Top 100 Brokers:

              2001               2002_____

Total # Agents



          149,984
           167,267

Total # of Closed Units
                   1,682,902
        1,815,031
  

Per Person Productivity

                11.2

     10.8

Effective Commission Rate / Side

  2.64%
   2.53%

Average Gross Commission / Agent
           $68,072
$66,989

Brand and Non-Brand Performance – Top 100






Brand
                    Non-Brand____





2001

2002
       2001
     2002

Per Person Productivity
10.7

10.2
        12.0
      11.7

Agents per Office

46.9

48.6
         39.1
      42.5

The REAL Trends 500, consisting of nearly 240,000 agents, makes up approximately 32% of the total membership of the National Association of Realtors and the nearly 2.9 million closed transaction sides make up approximately the same percentage of total closed transaction sides for the same period.

In 1991, The top 100 companies of the REAL Trends 500 reported an average per person productivity of 8.8 transaction sides per year. This compared to 10.8 reported for 2002, a 22.7 percent increase over 11 years. What has sustained the brokerage business has been the increase in the average and median sales price.  In 1991 the average sales price for the top 100 companies was $151,627; in 2002 it was $246,716.

In 1991 the average size office was 38.1 agents for the Top 100 companies in the REAL Trends report.  In 2002 the average was 45.9 agents. A 20.2 increase in the average size of the office in eleven years.

2003 Study Geographical Regions 

(If companies operated in more than one state the state in which the corporate office is located is where the company data is registered)

· Northeast: ME, NH, VT, MA, RI, CT, NY

· Mid-Atlantic: NJ, PA, DE, MD, VA, WV
· Southeast: NC, SC, GA, AL, FL, TN, LA, MS
· Midwest: OH, IN, IL, MI, WI, MN, IA, AR, ND, SD, NE, KS, OK
· SW/ Mountain: TX, MT, ID, WY, CO, UT, NV, NM, AZ
· Far West: AK, WA, OR, CA, HI
2003 Company Size Categories by Gross Commission Income

· Less than $10MM GCI
· $10 - $20MM GCI
· $20 - $30MM GCI
· $35 - $60MM GCI
· More than $60MM GCI
An average company in the 2003 study

An average company in this year’s study based on the data from all respondents shows:

· Offices with an average of 39.6 agents

· Average per person productivity of  12.2

· Average agent growth last year of 12.0%

· Averaged a gross margin (company dollar) % for 2002 of 25.7%

· Averaged a profit of 7.4%

· An average of 5.8 agents per FTE employees

· An average office reported 69.3 closed transaction sides per FTE employee

· The average office generated $518 in GCI per sq. Ft. Of space

· The average office allotted 137 sq. Ff. of space per agent.

The average size office is smaller than the 45.9 as reported by the REAL Trends 500 report. The average per person productivity, though, is higher than the average reported by the Top 100 of 10.8.

It was determined that the largest expenses for the broker are the costs associated with occupancy and personnel. To this end, we began to take a different look at the information to see if some benchmarks could not be created accordingly.

One should keep in mind that this recently completed study along with the data available through REAL Trends is generic and not brand specific. 

Profitability Analysis

The average profit as a percentage of gross commission income for all respondents was 6.9%.  Distribution by size and geographic regions are shown below.

Size
           Average
 Median

<10MM
8.36%

   4.80%

10-20MM
7.31%

   5.00%

20-35MM
2.56%

   2.50%

35-60MM
5.41%

   5.10%

>60MM
4.76%

   3.74%

Region
            Average
Median

NE

12.48%
11.40%

MA

11.30%
  9.00%

SE

  5.83%
  4.00%

MW

  5.04%
  3.82%

SW/MTN
  5.50%
  4.00%

FW

  6.26%
  5.00%

There is no easy explanation for the higher profitability in the northeast or mid-Atlantic regions. Average sales prices in the far west are higher compared to other regions of the country, but the gross margin (company dollar) of companies in the study for the northeast and mid-Atlantic states is higher.

Further investigation of the data regarding size of companies supports the long-held assumption that in the real estate business, it is better to be either small/niche focused or a larger retailer. Companies in the middle are finding it difficult to maintain growth and margins. That break point appears to be $30-35 million in GCI.

Reaching the 80th Percentile (Top Performers)

In the development of the survey results, we began to investigate some of the top performing companies in the various categories. To this end we arbitrarily “set the bar” at the 80th percentile. We believed that it would begin to establish some targets, create a benchmark within the structure of the entire survey and provide comparables for future investigation of the data in years to come. 

Here are the comparative numbers for the top performing companies which surpassed the 80th percentile. We will call them the Top 20%. They have not been distributed into geographic regions or company size.





 

Average

Median

Average profit for all respondents
 
  6.9%


  5.0%

Average profit for the Top 20%

15.5%


11.7%

As one will see in the subsequent data, those companies in the Top 20% outperformed their peers in all categories.







Average

Median

Average gross margin (company dollar)


for all respondents


   25.7%

28.8%

Average gross margin (company dollar)


for the Top 20%


   37.1%

36.2%

The 8.6% differential in profit between the Top 20% of the survey vs. all respondents does not equate precisely to the 11.4% difference in the average gross margin (company dollar) percentage. 

Per Person Productivity

Productivity in closed revenue sides per agent per year from the respondents is shown below.





Average
             Median

All Respondents
 
12.2


 15.6

Top 20%


26.7


 26.4

Geographic Regions:

NE


  9.4


   9.9

MA


13.0


 20.8

SE


11.4


 14.8

MW


16.5


 18.9

SW/MTN

11.9


 15.1

FW


  9.6


 11.2

Company Size:




          Average
          
          Median


<$10M


17.3


 19.0


$10-$20M

13.6  


 15.0


$20-$35M 

11.3


 12.5


$35-$60M
 
10.9


 10.4


>$60M


10.1


 10.4

These numbers are telling. It would appear that there is greater control and accountability in the smaller companies.  Less structure and organizational layers probably exist in the smaller companies and since the companies are smaller there is less chance for unproductive agents to escape management’s attention.

The 2002 productivity numbers tell us even more when we compare the Top 20% to the REAL Trends 500:

Average annual per person productivity 

for REAL Trends 500



11.9

Average annual per person productivity

   
for all survey respondents


12.2

Average annual per person productivity

for Top 20%




26.7

Operating Costs

The three highest operating costs in a brokerage business are employment costs, rent and advertising. 




     Salaries & Wages



Benefits
(Expressed as a percentage of gross commission income)




Average
  Median
       
Average          
Median

All Respondents           9.58%

   7.10%

  1.06%
   0.70%

Top 20%

 3.02%

   2.80%

  0.21%
   0.20%

Geographic Regions:


NE

 7.83%

   7.66%

  1.17%
   0.84%


MA
           17.82%

 12.90%

  2.07%
   1.60%


SE

 7.39%

   7.08%

  0.72%
   0.60%


MW

 8.07%

   7.66%

  0.86%
   0.50%


SW/MTN        11.41%
   7.00%

  1.08%
   0.55%


FW

 7.72%

   5.80%

  0.90%
   0.86%


Company Size:


<$10 M           10.65%
   7.00%

  1.17%
    0.84%


$10-$20M
 9.14%

   7.00%

  1.17%
    1.00%


$20-$35M        9.56%

   7.31%

  1.48% 
    0.73%


$35-$60M
 8.32%

   7.87%

  0.56%
    0.50%


> $60M
 5.40%

   5.07%

  0.50%
    0.45%
Rent & Related Occupancy





Average
           Median 

All Respondents

  5.21%

3.70%


Top 20%


  1.94%

2.03%

Geographic Regions:


NE


3.02%


2.70%


MA


5.85%


4.00%


SE


4.06%


3.80%


MW


4.66%


3.18%



SW/MTN

6.70%


4.00%


FW


3.76%


3.00%

Rent & Related Occupancy (Cont.)

Average
           Median
Company Size:


< $10M

4.86%


3.40%


$10-$20M

5.90%


3.40%


$20-$35M

6.45%


3.80%


$35-$60M

4.10%


4.00%


> $60M

3.40%


2.90%

Print Advertising





Average

Median

All Respondents:

3.12 %


2.50%

Top 20%


0.77%


0.82%

Geographic Regions:


NE


3.56%


3.20%


MA


2.24%


2.60%


SE


2.84%


2.70%


MW


2.67%


3.10%


SW/MTN

2.96%


1.28%


FW


1.97%


1.41%

Company Size:


< $10M

3.13%


2.50%


$10-$20M`

2.88%


2.47%


$20-$35M

4.78%


3.70%


$35-$60M

2.04%


2.00%


> $60M

1.46%


1.36%

Other Advertising

                                  
          Average

         Median

All Respondents:

1.30%


1.00%

Top 20%


0.35%


0.42%

Other Advertising (cont.)

                                  
          Average

         Median

Geographic Regions:


NE


0.77%


0.87%


MA


1.94%


1.70%


SE


1.35%


1.20%


MW


1.33%


1.00%


SW/MTN

1.68%


1.23%


FW


0.75%


0.50%

Company Size:


< $10M

1.07%


1.00%


$10-$20M

1.38%


1.02%


$20-$35M

2.19%


2.00%


$35-$60M

1.40%


1.20%


> $60M

0.76%


0.70%

Supplies (Office, Expendable, etc.)

Average

Median

All Respondents:

0.98 %


0.70%

Top 20%


0.29%


0.30%

Geographic Regions:




NE


0.96%


0.70%



MA


1.46%


1.00%


SE


0.72%


0.70%


MW


0.88%


0.64%


SW/MTN

1.40%


1.14%


FW


0.86


0.60%

Company Size:


< $10M

0.94%


0.67%


$10-$20M

1.18%


0.94%


$20-$35M

1.08%


0.60%


$35-$60M

0.80%


0.70%


> $60M

0.63%


0.60%

Signage

Average

Median

All Respondents:

0.41%


0.27%

Top 20%


0.12%


0.13%

Geographic Regions:


NE


0.17%


0.20%


MA


0.50%


0.48%


SE


0.32%


0.25%


MW


0.52%


0.39%


SW/MTN

0.54%


0.25%


FW


0.32%


0.18%

Company Size:


< $10M

0.43%


0.40%


$10-$20M

0.49%


0.31%


$20-$35M

0.49%


0.10%


$35-$60M

0.26%


0.13%


> $60M

0.20%


0.17%

Telephone

Average

Median

All Respondents:

1.26%


0.92%

Top 20%


0.39%


0.41%

Geographic Regions:


NE


.087%


0.90%


MA


1.24%


1.00%


SE


1.03%


1.00%


MW


1.05%


0.92%


SW/MTN

1.47%


1.13%


FW


0.76%


0.70%

Telephone (cont.)

Average

Median

Company Size:


< $10M

0.96%


0.90%


$10-$20M

1.86%


1.00%


$20-$35M

1.61%


1.00%


$35-$60M

0.96%


0.90%


> $60M

0.73%


0.80%

Technology

Average

Median

All Respondents:

1.11%


0.51%

Top 20%


0.20%


0.20%

Geographic Regions:


NE


0.99%


0.85%


MA


1.17%


0.75%


SE


0.86%


0.51%


MW


1.70%


0.58%


FW/MTN

1.42%


0.98%


FW


0.55%


0.30%

Company Size:


< $10M

0.74%


0.50%


$10-$20M

1.38%


0.83%


$20-$35M

1.30%


0.61%


$35-$60M

0.67%


0.47%


> $60M

0.32%


0.20%

Recruiting





Average

Median

All Respondents:

0.90%


0.25%

Top 20%


0.06%


0.06%

Recruiting (cont.)





Average

Median

Geographic Regions:


NE


0.06%


0.05%


MA


1.34%


1.00%


SE


0.92%


0.20%


MW


1.86%


.023%


SW/MTN

0.80%


0.50%


FW


0.54%


0.20%

Company Size:





< $10M

0.81%


0.30%


$10-$20M

1.84%


0.38%


$20-$35M

0.47%


0.17%


$35-$60M

0.16%


0.10%


> $60M

0.24%


0.10%

Training





Average

Median

All Respondents:

0.60%


0.20%

Top 20%


0.06%


0.07%

Geographic Regions:



NE


0.21%


0.25%


MA


1.45%


1.00%


SE


0.24%


0.18%


MW


0.70%


0.14%


SW/MTN

1.25%


0.66%


FW


0.45%


0.18%

Company Size:


< $10M

0.34%


0.20%


$10-$20M

1.15%


0.19%


$20-$35M

0.97%


0.14%


$35-$60M

0.12%


0.13%


> $60M

0.37%


0.40%

All Other Operating Expenses





Average

Median

All Respondents:

  7.47%

5.70%

Top 20%


  2.15%

1.85%

Geographic Regions:


NE


7.06%


7.50%


MA

           10.59%


5.00%


SE


7.52%


4.13%


MW


6.30%


4.00%


SW/MTN

6.12%


5.75%


FW


7.79%


7.00%

Company Size:


< $10M

6.53%


5.00%


$10-$20M
          10.29%


5.00%


$20-$35M

6.13%


6.35%


$35-$60M

6.15%


5.20%


> $60M

6.60%


4.50%

Depreciation & Amortization




Average

Median

All Respondents

1.03%


0.88%

Top 20%


0.23%


0.21%

Geographic Regions:


NE


0.66%


0.65%


MA


1.58%


1.10%


SE


0.82%


0.60%


MW


0.84%


0.70%


SW/MTN

0.91%


0.93%


FW


1.12%


1.00%

Company Size:


< $10M

0.87%


0.60%


$10-$20M

1.28%


1.07%


$20-$35M

1.02%


0.95%


$35-$60M

0.95%


1.00%


> $60M

0.83%


0.76%

Other Helpful Data

This year’s survey also investigated some other data which can prove most helpful in controlling expenditures, benchmarking and further evaluating your company’s performance and planning for the future. 

Since personnel costs are the largest part of expenditures in the operation of a real estate brokerage company we examined these first. 

Transaction Sides Closed per Full Time Equivalent (FTE) Employee




          Average

          Median

All Respondents:

69.3


92.7

Top 20%

          276.0

          267.0

Geographic Regions:


NE


50.3


42.6


MA


61.3


79.4


SE


65.2


82.7


MW

          106.3

          124.4


SW/MTN

80.3


86.8


FW


63.4


81.2

Company Size:


< $10M

91.7

          130.0


$10-$20M

61.3


90.4


$20-$35M

84.5


84.0


$35-$60M

58.0


61.9


> $60M

69.9


72.2

Agents per FTE Employee





Average
        Median

All Respondents:

  5.8


6.9

Top 20%


15.8

          13.9

Geographic Regions:


NE


5.4


4.3


MA


4.7


4.2


SE


5.7


6.2


MW


6.4


7.7


SW/MTN

6.7


7.2


FW


6.6


8.0

Agents per FTE Employee (cont.)





Average
        Median

Company Size:


< $10M

5.3


7.7


$10-$20M

5.0


4.5


$20-$35M

8.5


6.5


$35-$60M

5.3


6.0


> $60M

7.0


7.4

Gross Commission Income per FTE Employee





Average

  Median

All Respondents:

$402,249

$498,068

Top 20%

         $1,225,864 
         $1,131,649

Geographic Regions:


NE


$464,675

$484,532


MA


$337,664

$450,094


SE


$326,844

$437,218



MW


$448,802

$513,736


SW/MTN

$401,567

$548,510


FW


$513,343

$524,342

Company Size:


< $10M

$369,610

$487,494


$10-$20M

$329,303

$510,424


$20-$35M

$455,716

$445,594


$35-$60M

$340,719

$410,343


> $60M

$586,299

$697,896

Inasmuch as rent and related occupancy is the second overall largest expense and since in most ways it is a fixed vs. Variable cost, we investigated two alternative ways to view the data that can prove helpful in reviewing your own company’s operations.

Square Footage per Agent




          Average

        Median

All Respondents:

137


149

Top 20%


  78


  81

Geographic Regions:


NE


125


124


MA


152


178


SE


129


151


MW


168


168



SW/MTN

115


138


FW


111


109

Company Size:


< $10M

153


168


$10-$20M

121


127


$20-$35M

106


104


$35-$60M

155


152


> $60M

123


120

The cost of brick and mortar as a fixed cost is escalating faster than most other costs. This point obviously ties to a company’s ability to recruit, as well as the pressure from the agent population to require more space for assistants and the need for more space for technology (computers, printers, faxes, etc.).  There is a trend to reduce the space allocation per agent.

Real Office Solutions, a real estate office space planning company located in Denver, was contacted to compare some of this data with the real world of what they were being asked to design across the country. In reviewing their 15 most recent office designs, they calculated that the current trend is for offices to average 102.8 sq. Ft. Of space per agent (not including administrative/corporate), a 17% smaller allocation per agent than that reported by the top performing offices.

Another calculation done was the measurement of gross commission income generated per square foot of space operated by the brokerage company. The results were as follows:

Gross Commission Income per Square Foot



         
          Average

          Median

All respondents:

$518


$550

Top 20%


$977

         $1,018

Geographic Regions:


NE


$692


$652


MA


$473


$591


SE


$439


$477


MW


$408


$529


SW/MTN

$536


$512


FW


$691


$709

Company Size:


< $10M

$448


$534


$10-$20M

$596


$576


$20-$35M

$545


$584


$35-$60M

$411


$365


> $60M

$687


$686



In reviewing the fixed costs of rent and occupancy we also took a look at the relativity of closed transaction sides per square foot of space operated by brokerage. While these numbers may appear to be small, there is significantly greater “efficiency” in the use of fixed space by the smaller operators over their larger peers.  The smallest brokerages were some 27.4% more efficient in their use of the space than their largest peers.

Closed Transaction Sides per Square Foot




          Average

         Median

All Respondents:

.090


.103

Top 20%


.204


.195

Geographic Regions:


NE


.090


.103


MA


.086


.105


SE


.087


.100


MW


.097


.125


SW/MTN

.107


.105


FW


.086


.095

Closed Transaction Sides per Square Foot (cont.)




         Average

         Median

Company Size:


< $10M

.113


.114


$10-$20M

.111


.105


$20-$35M

.092


.109


$35-$60M

.074


.076


> $60M

.082


.080

The last major category of  data related to recruiting. The ability of the company to grow its agent base does many things. Closed transactions increase, space allocations are improved and applying fixed costs is enhanced.

Agent growth in the company was calculated taking into account the beginning of the year agent tally to the end of the year tally and calculating the percentage of growth for the 12 month period. There was no distinction as to whether or not these growth numbers were achieved organically or through acquisitions. A related number to keep in mind is that the average growth in membership over the past several years for the National Association of Realtors has been about 10% per year. The findings were as follows:

Agent Growth




          Average
                      Median

All Respondents:

12.0%


12.1%

Top 20%


28.2%


27.9%

Geographic Regions:


NE


11.7%


10.3%


MA


10.6%


13.4%


SE


  8.3%


  8.3%


MW


  6.7%


  6.7%


SW/MTN

17.0%


11.3%


FW


16.9%


12.6%

The data suggests that companies are spending about .12% of gross commission income on recruiting and training. Sign expense is the same amount that the average respondent was spending compared to recruiting and training. 

APPENDIX A

2003 Top Performing Companies Worksheet

Please copy and use for comparing your company’s performance to the benchmarks for both all respondents as well as the Top 20%. As a reminder there are no calculations made for owner’s compensation. Please refer back to the study for definitions of terms.






Company
All Respondents
Top 20%

General Statistics

1. Per Person Productivity
__________

12.0

   26.7

2. Average #Agents/Office
__________

40.2

   87.7

3. GCI per FTE


__________

$404,853
   $1,225,864

4. GCI per Sq. Ft.

__________

$518

   $977

5. Closed Units per FTE

__________

69.9

   275

6. #Agents per FTE

__________

5.8

   15.8

7. Sq. Ft. Per Agent

__________

133

   78

8. Net Agent Growth

__________

14.0%

   N/A

Key Financial Statistics

1. Retained Company $

__________

25.7%

   37.1%

2. Net operating Profit 

__________

6.9%

   15.5%

3. Rent / Occupancy Exp.
__________

5.2%

   2.0%

4. Salaries & Wages Exp.
__________ 

9.6%

   2.0%

5. Benefits Exp.


__________

1.1%

   .20%

6. Print Advertising Exp.
__________

3.1%

   .70%

7. Other Advertising Exp.
__________

1.3%

   .40%

8. Signage Exp.


__________

.40%

   .12%

9. Supplies Exp.


__________

1.0%

   .27%

10. Telephone Exp.

__________

1.3%

   .39%

11. Technology Exp.

__________

1.1%

   .20%

12. Recruiting Exp.

__________

.90%

   .06%

13. Training Exp.


__________ 

.60%

   .60%

Balance Sheet Related Statistics

1. Debt to Equity Ratio

__________

2. Return on Equity Ratio 
__________

3. Primary Income/#Agents
__________

4. Efficiency Ratio

__________
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APPENDIX B
2003 Top Performing Companies Survey

As a supplement to the REAL Trends 500, we are conducting a voluntary, optional survey to recognize and, more importantly, create benchmarks for “Top Performing Companies.” As always, the information gathered will be kept in strict confidence and company names will not be identified. Participants will receive a copy of the results as part of the REAL Trends 500 report.

Please use data for either the past fiscal year or for the year ending 12/31/02. 

Company: _____________________________    State: _______________

Contact person: ______________________    Phone: ______________

E-mail: ____________________

1. Company Data:

· Gross commission income $___________(Brokerage Only)

· Other income $________ (transaction fees, tech fees, E&O, etc.)

· # of FTE’s _______ (Full time equivalent employees = total hours worked by all employees divided by 40, including active owners.)

· Total sq. footage leased and/or owned for company _________s.f.

· Retained company dollar % ______% (company dollar is gross commission income from all sources less all payments to others: sales commissions, referral fees, royalty fees)

· # of agents added to company during year ______

· # of agents who left company during the year ______

· # of net gain/loss of agents during the year _______

2. Please express as a % of gross commission income the total expenses for the following:

· Rent (occupancy, including taxes, CAM, etc) _______%

· Salaries/wages ______% (before any bonuses but include all taxes. Exclude owners comp)

· Employee benefits _______% (Insurance, retirement, etc.)

· Print advertising _______%

· All other advertising _______%

· Signage ________%

· Office supplies ________%

· Telephone ________%

· Technology costs _______%

· Recruiting expense ________%

· Training expense ________%

· All other company operating expenses _______%

· Depreciation & amortization __________%

· Operating profit/loss _______%

� If you answered “True” to each question you scored 100%!


� Based on the data provided by REAL Trends 500


� Analysis of the 100 largest of the REAL Trends 500.  The Top 100 produced 64% of all closed transaction sides of the Top 500.


� Note that the GCI actually dropped from 2001 to 2002 by 1.6%


� Nationally branded companies comprised approx. 55% of the top 100





� Some companies have reported $0 expense inasmuch as this is totally absorbed by the agent in certain cases.


� Costs include software, web site, various leased programs and expendables. Personnel costs are included in Salaries and Wages.


� This is a simple calculation taking total sq. footage leased/owned by the company for all residential brokerage services dividing by the total agent base of the company. In a separate Top Performing Office Study last year the average space allocation was 124.3 sq. ft. This study did not include administrative or other corporate space.
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