
iBuyers
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iBuyers: e.g. Opendoor IPO Deck
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iBuyers: e.g. Opendoor IPO Deck
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iBuyers vs. Traditional House Flipping
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Do not 

renovate and 

focus on 

homes in 

good 

conditions

In the paper

• 3% of iBuyer listings mention “renovation”

• 30% of “flipper” listings mention “renovation”

*
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iBuyers vs. Traditional House Flipping

Claims to be 

fee-based

*
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Transaction Fees not a Main Revenue Source
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iBuyers are Algorithmic Housing Traders
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WHAT DO THEY DO?WHERE ARE THEY ACTIVE?

*
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Out-of-Control Growth
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The Music Stops
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Spectacular Failure of iBuyers
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Zillow believed it had the secret to 

the iBuying world: the Zestimate. 

Launched in 2006, the highly 

touted algorithm had been trained 

on millions of home valuations 
across the US before it was put to 

work estimating the possible price 

of property Zillow itself bought. In 

theory, it was a natural confluence 

of two things: Zillow’s expertise in 
pricing homes, and a new method 

of buying properties that relied on 

accurate estimates.

“Put simply, our observed 

error rate has been far more 

volatile than we ever 

expected possible,” Barton 

admitted. “And makes us 
look far more like a 

leveraged housing trader 

than the market maker we 

set out to be.”
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Spectacular Failure of iBuyers
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Why These Markets?
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Why These Markets?
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Tech firms chose the Phoenix 

area because of its 

preponderance of cookie-

cutter homes. Unlike Boston 

or New York, the identikit 
streets make pricing 

properties easier. iBuyers’ 

market share in Phoenix grew 

from around 1 percent in 

2015—when tech companies 
first entered the market—to 6 

percent in 2018,

*
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Why Did iBuyers Fail / Lose?
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Adverse Selection
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An iBuyer may…find that 

it faces adverse selection: 

Owners with lemons are 

more eager to sell to 

them, increasing its risk of 
overpaying for houses that 

it’s going to have trouble 

reselling without heavy 

discounts.

*
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Adverse Selection

29© Yizhou Jin 2025 | do not post without permission. 

The paper estimates that

eliminating the information

asymmetry would lead to a 4-

fold increase in market share

of iBuyers and significant
increase in margins.© Y
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Broker vs. Dealer
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“Why Wall Street Hates Opendoor 

…The iBuying business is capital-

intensive, requiring lots of debt 

while carrying low margins and 

considerable downside exposure if 

home prices decline. Furthermore, 

whether Opendoor's pricing model 

has, any predictive power is 

debatable. The company has 

overpaid for homes at multiple 

points in the post-COVID real estate 

cycle, leading to losses”

*
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Broker vs. Dealer
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Home prices are subject to

correlated risk due to

structural/macro changes that

cannot be easily hedged away.

No amount of data advantage

based on historical house prices

can adequately address this.

The transition from brokering

for which many companies had

a strong data competitive

advantage (Zillow Zestimates)

to dealing is an example of

failed vertical integration that

did not consider the limit of

synergies vs. the added costs.

*

© Y
izh

ou
 Ji

n 2
02

5



How Would you Re-calibrate the Business?
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Address Adverse Selection
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• Adverse selection will exist as long as prediction error exists.

• Worse – even if prediction errors are typically small, adverse selection

amplifies them

• Lemons (really overpriced houses) will be most incentivized to sell

• Even mild adverse selection can cause disasters when algorithms

moves too fast for the company to act

• Solutions (besides more data to reduce pricing error):

• Minimize prediction error strategically: especially important to limit 

over-estimation when buying

• Humans/experts can be complements, not substitutes to algorithms!

*
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Rethink Corporate Scope
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Shifting to an Asset-Light Model

With a massive debt and inventory overhang on the company amid rapidly rising interest 
rates, Opendoor looks to transition a portion of its business to an asset-lighter model.

The main initiative on this front is their Opendoor Exclusives program, which operates as a 

real estate marketplace that nicely layers on top of Opendoor’s existing business. Essentially, 
after making an offer to a seller, Opendoor also gives their network of buyers in the 
Opendoor Exclusives program a chance to outbid Opendoor. Should that occur, Opendoor 

collects a fee on the transaction without the need to buy the house itself.

*
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