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Ok, here's how real estate brokers operate. 
They help homeowners sell a property, by advising about the sales price, market conditions, and sales strategy, and by finding potential buyers.

A typical broker's office has $500,000 of annual revenue and 4 employees.

Brokers sign a contract with the homeowner that gives them exclusive rights to sell their property, for a period of several months. They determine a price and list the property on the local realtor website. Potential buyers also use a broker to find a property for them, usually by choosing from those listed for sale.

Revenue comes from the commission that's paid when a home is actually sold, in a legal transaction called a closing. The commission is traditionally 6 percent of the sales price, paid by the seller and spilt between the selling and buying broker.

Brokers usually specialize in a particular town. Clients who are selling come through referrals and by reputation. Websites are an important source of buyer clients. 

Here are some strategic things you should know.

Brokers are very sensitive to real estate cycles. During the recession, the number of homes sold dropped 25 percent. In slow markets, sellers may drop their initial asking price and may switch brokers. To keep clients, brokers often reduce their fee.

Many brokers are affiliated with national chains like Re-Max or Coldwell Banker, that provide name recognition and management help. Individual brokers often jump from one office to another, depending on how much commission they get to keep.

Internet listings allow many people to buy or sell a home without the use of a broker, avoiding the brokerage fee. Appraisers place a value on a home for a flat fee of just a few hundred dollars. This sales model will expand and cut into broker's business.

During the real estate bubble, many new brokers entered the business, increasing competition. The recession forced many of them out of business.

Here are some good talking points.
How many brokers are in their office?

How large a market do they cover?

How many home sales do they broker in a typical year?

Are their clients more often buyers or sellers?

How many sales are they currently working on?

What's their average commission rate? 

How much were they affected by the recession?

And finally, how do they see their business changing in the future?

Now, you're ready.

