
There’s so very much for which we should take pride in our 2019 performance, raising our closed 
volume to $5.2 billion representing an amazing 15% increase year over year.   You and your peers 
across the company far outperformed the average growth in the markets we serve, surpassing 
the 7000 closed transaction threshold as well as exceeding beyond the $725,000 average price 
level.   The bottom line is that we took share from competitors and further positioned PSIR as the 
company of choice.    The only area we were challenged was in new listings taken which were down 
4%, yet across our markets new listings reflected in various MLS reports show a drop far greater.   
So again, you beat the market.   This is the ultimate test of great professionals.   



Looking to the year ahead, we know sales professionals may find success in any market conditions.  
Yet, our overall opportunities as a team are defined by the environment in which we operate and 
how buyers and sellers view real estate.   Among myriad factors, none are more important than the 
macro-economic setting.   



We entered 2020 in uncharted territory where no one may forecast with accuracy as to what lies 
ahead.  We are now in the longest economic growth cycle in the history of the country at 11 years, 
and so the fundamental assumptions we hold may be appropriately challenged as we evaluate a 
new economic normal.  

Undeniably, the economy has proven far stronger and resilient than economists believed possible, 
with the extension of the business cycle prompted by the favorable impact of the tax reform act.   
Corporate tax reform was an imperative in order to retain our global competitiveness and business 
expansion, though the degree of reduction may be subject to question by both economists and 
politicians.  

Employment gains, general wage growth, and consumer confidence are all indicators of a strong 
business sentiment which lay the foundation for the year ahead.  Overall, people are feeling good 
about the economy, which leads to more willingness to spend and invest.        



Of course, the true picture is always more nuanced than the simplistic statements heard on TV 
news.   With all the signs of strength, there are some structural elements which shouldn’t be 
ignored if one desires an accurate assessment.   

The manufacturing sector has been in a recession for over two quarters, contracting in many 
categories either due to obsolescence or the impact of trade conflicts serving to increase cost and 
compromise capital investment.   The good news is manufacturing represents a far smaller share 
of our economy than consumer spending, the latter remaining resilient as the impact of tariffs 
have been primarily absorbed by manufacturers rather than being passed on to buyers.   Though 
make no mistake, despite the rhetoric Americans and not the foreign countries pay the cost of 
tariffs.   The necessity to take on unfair trade practices and the theft of intellectual property is 
a worthy mission, though always remember that trade deficits alone are not evidence of being 
disadvantaged.   Our country, based on its wealth and strong consumer spending, will always 
run a deficit against less developed countries lacking the size of our middle class and for which 
manufacturing is the basis of their economy.   We simply buy more from them than they buy  
from us.  



Another area of concern lies in a deficit topping 1 trillion with no sign of decelerating.   The premise 
that enhanced economic growth from the tax cuts would more than cover shortfalls of revenue 
was never a commitment grounded in reality, and has never occurred in past tax cut events.   
The promise of an explosion of capital investment spurred by the business tax cuts also proved 
unfounded, as most companies elected to use the incremental dollars for stock buybacks and cash 
reserves rather than investing more in machines and people.   Ultimately, public companies will 
rarely do more than what is necessary to meet demand and will always strive for the lowest costs 
possible to maximize shareholder return.   The good news is a sign of recent small increases in 
productivity despite these headwinds.  

Long-term deficits should be of concern to any fiscally responsible person, yet in 2020 it will not 
serve as a significant drag to the economy due to incredibly low interest rates.  With three rate cuts 
in 2019 by the Fed, potentially justifiable due to lower than anticipated inflation, we are effectively 
pushing this problem into later years and onto others.  Discussions of further tax cuts or interest 
rate reductions, in my opinion, are unfounded and unwise as it will leave our economy without any 
ammunition to respond to a future economic event.  But it is clear that many are focused on short-
term boosts however possible rather than long term sustainability for often political advantage.     



From a 30,000 foot view, there are some potential disconnects.   So many metrics confirm the 
strength of the economy, and yet the pace of growth is clearly slowing.   With the first estimate of 
Q4 GDP figures, it appears that the rate of growth in 2019 will come in around 2.1% which is the 
lowest rate in years, and a far cry from the promises of the 3% to as high as 6% purported to be 
deliverable based on tax cuts and deregulation.    

Initial estimates for 2020 are coming in the lower 2% range, which would normally suggest a 
problem.   But here we return to the concept of uncharted territory.   With the expansion cycle 
extended, it would appear our overall growth will indeed be lower.  That lower growth rate and 
absence of pronounced peaks and valleys, however, may allow the cycle to continue much further 
than originally thought.   And 2%, based on an economy as large as ours, is definitely  
continued progress.     



The extension of the business cycle is confirmed by economists who came into 2019 with 
widespread views of at least a mild recession beginning in 2020 and certainly no later than 2021, 
yet now rarely bring up the topic.   The consensus is that growth may not be as strong in 2020 as 
originally hoped, though we are on a solid trajectory with any reservations about a recession this 
year unfounded.   This is perhaps the very best news of all as it relates to the impact on investments 
in assets and most certainly real estate.  



And that declining concern about a pending recession has led to more confidence in the 
markets, fueling a rise unforeseen by all at the beginning of last year.    A truly remarkable gain 
of approximately 25%, a metric held out by some as the ultimate benchmark of the economy’s 
power.   No doubt this rise has further boosted widespread consumer confidence and spending, 
even though 85% of market assets are held by the top 10% of wealth holders in the U.S.   Overall, 
another reason why people are feeling good.   

Despite volatility in these first few weeks due to global concerns, they are continuing to hit new 
highs.   With that said, no one should expect a repeat performance.   There is every possibility we 
will continue to see the markets rise, but at a much slower pace due to foundational elements.  

Rising markets are great, but it may be argued many among the affluent postponed asset 
purchases during the year as a result.   Ultimately, why take money out of the market to buy a 
second home when it’s earning this amazing rate of return?   In 2020, we should be counseling our 
wealthy customers to now consider their expectations for the year and whether they should be 
rebalancing their portfolios.  



Markets generally rise either due to enhanced corporate earnings or because people simply 
are willing to pay a higher premium for a share due to optimism about future values.   In reality, 
domestic earnings growth in 2019 was tepid at best, and earnings growth globally actually negative.   
So what explains the amazing growth in the indexes?  

As mentioned, first was the declining expectation of a recession.  But beyond, it reflects not only 
the three interest rate cuts last year but the giant increase in liquidity injected into the monetary 
environment with aggressive repo purchases.   In essence, the Fed quietly began what is equivalent 
to another round of quantitative easing.   These are temporary measures which can’t and should 
not continue for long, but they most definitely had their impact.    We will not see this occur again  
in 2020.  



Taking the entire landscape into account, overall real total net worth continues a climb begun in 
2009 when first recovering from the great recession and the present economic cycle began.  This 
is the ultimate reflection of conditions continuing to get better for most and why there should be 
enhanced confidence.  



The only curveball is the upcoming election.   It’s all about sentiment.   Ultimately, the economy 
is bigger than any election, and will prove resilient regardless of the outcome.   But the election 
is a great distraction to decision making.   It’s a reason for some to do nothing, and as real estate 
professionals we either mitigate or exacerbate the situation based on how we communicate  
with customers.  

We each have an obligation to be informed and to vote this year for the candidate of our choice, but 
I’m going to ask that our offices and our company be a political free zone this year.   It’s too easy to 
get sucked into the swirl, and just remember that no matter your political inclination, somewhere 
between 45-50% of the people you’ll come into contact with will be on the opposite side.  Don’t 
make the mistake of assuming they think like you.  



Considering the source, no surprise that it’s a rather dry statement yet it represents an absolutely 
spot-on assessment of the macro-economic environment.   2020 will be a great year for business 
in general.  



So the economy will support our business this year, but what does that mean for real estate?



All across the company and all price ranges, we’ve seen the first weeks of the year begin strong with 
some up in sales volume as much as 25% in this first month.  



Perhaps more impactful in markets drawing from a global audience, but overall there were many 
among the affluent who sat out last year due to concerns about a recession and the opportunity 
costs of pulling funds out of the market.   This is the year they should return. 



Yet with an increase in luxury demand, there should not be expectations of organic price growth.   
Buyers will seek out the best properties and ignore those not up to standard, and will also be 
seeking incredible value.  All but the markets with very limited inventory in the high end should 
count on units rather than price driving volume gains.  



Thanks to a strong final quarter, total sales in 2019 across the country returned to levels in 2018.   
Looking forward, NAR suggests sales will be up between 3-4% in 2020 vs. Fannie Mae which 
believes it will be more tempered at 1-2%.    Both feel that price growth will be in the 3-4% range, 
decelerating slightly from the current year.   Overall, that would suggest a volume increase of 
between 4 to 8%, with my belief it will end at the lower range.   As always, every market will perform 
at radically different levels.  



Another statement from an expert which sums up the optimistic forecast on housing and the 
impact on GDP growth.   With rising wages and low interest rates, we should continue to see 
nominal increases in the homeowner participation rate which turned upward again ever so slowly in 
the last 12-18 months.  



About the only question mark out there is our available homes for sale, which may serve as a 
governor restricting just how far we may go as an industry.   Across most of our markets, standing 
inventory levels year over year are down between 15 and 25 percent overall, with acute shortages 
in more assessible price ranges.  In the face of high demand, there are structural issues at bay as 
fewer people elect to put their homes on the market to seek alternatives.  



Due to wealth and technology, we have a population which has the highest mobility in history and 
yet they are actually becoming less mobile and remaining in their homes for a longer time.   As 
such, the span between transactions is extended requiring real estate professionals to find a way to 
build a relationship and deliver value over a longer period.   The only way this happens on a larger 
scale is with systems and technology which allow for relevant content on what would be described 
in the Ninja program as Auto-Flow.    Thankfully, we now have the infrastructure in place with 
MyHub and will be launching our enhanced email platform, Active Pipe.  



All of our markets are strategic in location and among the fastest growing in the country.   North 
Carolina, as a state, may not rank as high as Florida overall, but within the state individual cities 
such as Charlotte, Raleigh, Asheville, etc. are exploding.   While these cities gain every day, the rural 
areas are helping to offset the total gains by losing population.   Our Florida markets are all rapidly 
growing, with one out of five people having arrives in the last decade.   





Of course, Florida is also the primary recipient of the impact of the tax reform act on limiting 
deductions which have by design impacted blue northeastern high tax states most aggressively.   





Touching on a few hot topics in real estate. 



The new NAR mandate is justifiable based on a desire by too many in our industry to place personal 
gain over a seller’s interests, but the decision ultimately has implications for our company and 
business as well.   Private placement as we know it will be gone.   We will be evaluating any potential 
adjustments to this policy in advance of the May 1st date and will be communicating, though some 
MLS organizations are electing to put into effect immediately.  



Another area of great conversation is the growth of Ibuyer programs, with several of our markets 
(Charlotte, Orlando, Tampa, and Sarasota) impacted to some degree.   The concept of third parties 
buying homes which allows sellers to avoid the traditional brokerage channel has appeal, but 
obviously comes at a cost.   Not only are the average fees higher than a typical commission, but the 
real issue is the opportunity cost of leaving money on the table.   Real estate is an emotional asset 
where owners always question whether they are maximizing value, and therefore it goes against 
human nature to not allow a home to be exposed to the largest audience in order to  
stimulate demand.  



You can’t look at an Inman or other real estate news source without being inundated by news of 
Ibuyer programs and how they will change our industry, and yet the true number sales last year 
across the country were merely a blip.   The traditional real estate brokerage channel is going not 
going away, nor are we.   



Realogy even came out with it’s own Ibuyer program which has been tested by the corporate NRT 
side.   We will be looking at it as well, not from the belief that it will be used extensively, but rather 
to determine whether the ability to provide a cash offer to a seller within 48 hours would prove a 
marketing benefit to drive potential business into our normal channel.  



Another area is in Concierge services.   The best concierge has always been the individual sales 
professional, but there are more formal programs out there today and a venture into services 
not typical to the industry due to available capital.   We are also exploring various options in this 
category, and are looking at the potential of a web based platform with individually branded agent 
web sites with vendor recommendations for customers which would be customizable.  Stay tuned! 



One other aspect of industry news, which I absolutely welcome. 



The last five years have witnessed more capital flowing to the real estate industry than in history as 
all attempt to get a piece of the pie.   More has been directed at technology platforms and portals 
as well as companies claiming to have unique technology.    The reality is that the highest valuations 
of companies within the space are for firms which have never made a profit.   



But the tide is turning.  More investors are now questioning how they will ever earn a return on a 
firm which has no path to profitability, leading to a complete reassessment of industry investments.   
Among these firms are Softbank ventures such as Compass, which has consistently shifted its 
strategy and last month went through restructures and layoffs in order to demonstrate that it’s 
willing to reduce costs.   This will continue as the model is fundamentally flawed.    





In the end, most of the so-called disrupters are not really changing how real estate works.   Rather, 
the disruption is financial by firms who have been able to operate without any regard for whether 
the model was sustainable or would ultimately ever provide a return to shareholders.   The 
reckoning is upon us, and I’m happy to see a return to reality in real estate.  



We have our strategic plan for the company based on our overall optimistic view of the macro-
environment and real estate in 2020.   With that said, this business has always ultimately been 
about the individual entrepreneur and his or her ability and desire to be a success.     We released a 
comprehensive business planning system at the end of last year, and encourage all to use or seek 
an alternative so their business is by design and not accident.  



There are so many great professionals in our company who have consistent practices and systems 
for running a great business.   But overall most of us may improve our performance in 2020 based 
on employing several key strategies.   A few of those we feel are relevant to the year are shared, with 
each deserving considerably more comment that may be afforded in a quick summary.   



In 2019  we broke all records at $5.2 billion in sales.   We intend to do it again.   Last year we 
increased our sales volume by 15%, and we will surpass our target this year with only 7% growth in 
volume.  It is absolutely doable and we will all participate.   



Above all, we thank you for an amazing 2019 and for being our business partner going forward 
in what should be another exceptional year for real estate and our company.   You are the ones 
responsible for our collective success, and we honor both what you do and who you are.   You are 
truly the best!


