
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K
CURRENT REPORT

Pursuant to Section 13 OR 15(d) of The Securities Exchange Act of 1934

Date of Report (Date of earliest event reported) March 27, 2020

Redfin Corporation
(Exact name of registrant as specified in its charter)

Delaware  001-38160  74-3064240
(State or other jurisdiction of incorporation or

organization)  
(Commission File

Number)  
(I.R.S. Employer Identification No.)

   1099 Stewart Street Suite 600     
Seattle WA    98101

(Address of principal executive offices)    (Zip Code)

(206) 576-8333
Registrant's telephone number, including area code

 

(Former name, former address and former fiscal year, if changed since last report)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions (see General Instruction A.2. below):

☐  Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
   

☐  Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
   

☐  Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
   

☐  Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Trading Symbol Name of each exchange on which registered
Common Stock, $0.001 par value per share RDFN The Nasdaq Global Select Market

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).   

Emerging growth company ☐  

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐  



Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.

RedfinNow Borrower LLC ("RedfinNow Borrower"), one of our wholly owned subsidiaries, is a party to a Loan and Security Agreement, dated as of July 26,
2019 (as amended, the "Loan Agreement"), with Goldman Sachs Bank USA ("Goldman"). Additionally, we are a party to a Limited Guaranty with Goldman and
RedfinNow Pledgor LLC ("RedfinNow Pledgor"), one of our wholly owned subsidiaries, is a party to a Pledge, Security and Guaranty Agreement with
Goldman, each dated as of July 26, 2019 and entered into in connection with RedfinNow Borrower's entry into the Loan Agreement.

On March 27, 2020, we, RedfinNow Borrower, RedfinNow Pledgor, and Goldman entered into Amendment No. 2 to the Loan Agreement. Prior to Amendment
No. 2, borrowings under the Loan Agreement generally bore interest at a rate of one-month LIBOR (subject to a floor of 0.50%) plus 2.65%. Commencing with
Amendment No. 2, which retroactively applies to new borrowings on and after March 24, 2020, each new borrowing under the Loan Agreement generally
bears interest at a rate of one-month LIBOR (subject to a floor of 0.50%) plus an additional rate agreed upon between RedfinNow Borrower and Goldman. For
the most recent borrowings RedfinNow Borrower received on April 1, 2020, the additional rate for such borrowings was 3.90%.

As of the close of business on April 1, 2020, RedfinNow Borrower's outstanding borrowings under the Loan Agreement was approximately $23 million.

For the material terms of the Loan Agreement, including terms of repayment of outstanding borrowings and the situations where repayment may be
accelerated, please see Note 15 to the condensed consolidated financial statements in our Form 10-Q for the quarter ended June 30, 2019, which we
incorporate into this report by reference (other than the disclosure of the Loan Agreement's interest rate, which is superseded by the disclosure in this report).

Item 7.01 Regulation FD.

On April 2, 2020, Adam Wiener, our Chief Growth Officer, published an article at www.redfin.com/blog. A copy of the article is furnished as Exhibit 99.1 to this
report.

Item 9.01 Financial Statements and Exhibits.

 Exhibit Number  Description  

 99.1  Article published April 2, 2020  
 104  Cover page interactive data file, submitted using inline XBRL  
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A New Slower, Lower Normal, or Just a Ledge on the Way Down?

Uncertainty reigns in the real estate market right now, just like it does in the rest of American life. It’s clear that the number of home sales is going to decline
over the short term, with pending sales down 42% between March 23 and March 29 compared to the prior year. What’s still unclear is what impact the COVID-
19 pandemic will have on sale prices, and just how long the slowdown will last.

The first step in getting a perspective on where prices are heading is gauging how home-buying demand is changing. We measure home-buying demand by
the annual growth rate in customers going on their first tour with a Redfin agent. On March 31, home-buying demand was down 33% over the previous seven
days compared to the prior year. Last week when we reported on this number, it was down 27% compared to the prior year

After two weeks of free-falling demand that started on March 10, the decline in demand started to slow right around March 25. Perhaps we’re settling in at a
new normal until the COVID crisis passes, but this could also just be a temporary respite if the public health and economic outlook worsens.

The Virtual Revolution Continues

Buyers who are still on the hunt for a home are driving the virtual revolution in real estate. Demand for Redfinvideo-chat tourscontinues to grow; over the past
weekend 30% of tours requests were for video.

Now we’re hearing our first stories of buyers writing offers without ever setting foot inside the home. Carly Guirola, a Redfin agent in Maryland, had a buyer
who’d been outbid in the past, but also wasn’t willing to tour homes in person. When the right home hit the market, he toured the home virtually via video-chat,
got his offer accepted and then took one look at the place just before the inspection. Carly’s perspective is that video-tours are here to stay. “What I’ve been
hearing from people is, ‘video touring is something I’d use even without the virus just to see the home without driving across town in rush hour traffic.’”

Redfin Mortgage has also seen a major uptick in requests for electronic closings where buyers and sellers sign all their documents online. Previously, we’d
only done a handful of electronic closings each month, but 12% of our planned closings in April will be entirely virtual with buyer, seller, and notary safely
sheltered in place.

Sellers Retreat, Too

If buyers are concerned about buying during the pandemic, sellers are doubly concerned about selling. The idea of having anyone outside your immediate
family walk through your home would set even the most stalwart homeowner on edge. The folks who are selling now have to sell now. Talking to several
Redfin agents this past week, we heard stories of sellers who have already moved and can’t carry two mortgages, investors selling a vacant rental they can
no longer Airbnb, and homeowners who have lost a job and need to downsize. Virtually everyone else is waiting.

As a result, new listings are down 33% from March 23 to March 29 compared to the same period the prior year. Sellers who had already hit the market are
also pulling their homes off the market at more than double the rate they did last year. Nationwide, 3.5% of the homes for sale were yanked off the market in
that same time frame and in Chicago, it was nearly twice that.

With both buyers and sellers sitting on the sidelines, the number of homes for sale held fairly steady at about 765,000 for the week ending March 29, down
18% compared to the same time last year. For the prior week, inventory was down 17% compared to the prior year. It’s significant that we’re not yet seeing
inventory pile up the way it did in 2008. It was this imbalance in the last recession that gutted prices.
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Prices Are Coming Down, but From Really High Levels

While we’re not seeing an inventory pile-up, we are starting to see the early indications of a more modest decline in prices compared to earlier this year. Not
enough time has passed to see the impact of COVID-19 on sale prices, but we can start to get a read on where things are headed by looking at the price of
new listings. Median listing prices peaked in early March at $330,000 up 8% over the same period in 2019. For the trailing seven days as of March 29, they
dropped to $309,000 which is just a 1% increase over the same time last year.

Trying to price ahead of the market to generate buyer buzz at the debut was a common sentiment among Redfin agents this week. Andrew Vallejo, a Redfin
agent in Austin, has gotten a lot more aggressive in setting the initial listing price. “If a home is worth $600,000 my strategy previously would have been to
start at $610,000 or $615,000, because we were able to get those numbers. But now I’m saying ‘let’s start at $589,000.’”

We haven’t yet seen an uptick in the number of price reductions at the national level, but we’ve started to hear reports from our agents that sellers are
dropping prices more aggressively and are definitely willing to negotiate on price. We’ve also heard stories of buyers asking for big money after the home
inspection, turning that into a second negotiation. A few months ago, many sellers had enough offers to choose from that they could just sell the house as-is.
Some builders have also started to offer customers and agents sales incentives, with one builder in Texas offering to pay twice the normal commission for a
sale.

It’s a Price War and a Beauty Contest

Mary Bazargan, a Redfin agent in Washington, D.C. summed up the situation for sellers perfectly. “The homes that aren’t priced aggressively aren't getting
activity. It has to be a combination of two things; one, we’ve gotta make sure the property looks good; and two, it has to be priced aggressively. If we’re
missing one or the other, we need to wait until there’s a better market.”

For the best homes, our agents are reporting that they are still getting multiple offers and selling in the first weekend. Homes that would’ve had 20 interested
buyers last month are only getting a handful, but every one of them is serious about buying the place. Buyers with a stable income and a secure source of
funds for a down payment see the opportunity to buy a home for less than they would’ve paid in the past.

In some cases, buyers need to move even faster than they did earlier in the year because sellers are anxious to accept an offer and be done with it. It’s
common practice for a seller with a hot home to list it mid-week and then wait to review offers until the following Monday just to see how high they can push
the price. Now sellers are more likely to jump on the first good offer from a well-qualified buyer.

Mortgage Rates Stay Low, For Now

For most of the last week mortgage rates hovered around 3.5%. That’s up from the rock-bottom 3.1% rates we saw at the beginning of March, but it is still
incredibly low by historical standards. Low rates were a big driver for escalating home prices over the past few years, but now with fewer buyers in the market,
low rates may just mean buyers can get a bigger yard, a better school district, or an extra bedroom for a home-office.

On March 31, rates jumped another .25% to 3.75%, but we’ve seen rates jump as high as 4.15% in March before coming back down, so it still remains to be
seen if this is just a one-day blip or something more.

That’s it for this week. Please stay safe, and if you can, stay home. If you’re out on the front lines, please accept the most sincere thanks from everyone here
at Redfin.
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Redfin is publishing this housing-market update as a way to inform our customers, not our investors. Even though we’re notifying investors through a
government filing about this customer update, we’re not updating, withdrawing, or affirming the first quarter financial guidance we issued on February 12,
2020. Unless otherwise noted, all data in this update is as of April 1, 2020.
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