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Research by Saber (2014) highlights the challenges
facing residential real estate agencies as additional
e-information becomes available to consumers.
Saber outlines strategies for agents to emphasize the
value of services they provide to their clients, and
the importance of “keeping the agent’s name and
good work in the mind of the client” even after the
real estate transaction has concluded. Maintaining
relationships with past customers, encouraging
positive word-of-mouth/referrals, and repeat
patronage can be crucial to ensuring firm profitability. The National Association of Realtors
(2014) reports 35% of residential sales volume typically comes from past client referrals and
30% comes from repeat business from past clients. With 65% of a firm’s business being linked
to past customers, firms need to maximize their contacts with past customers in order to stay topof-mind when the opportunity for repeat purchase or positive word of mouth presents itself.
Managing Relationships
Effectively using customer data or database marketing can be a systematic way to improve
customer relationships (Blattberg, Kim and Neslin 2008). This raises the questions of what types
of data are most useful in the real estate industry and how that data may be used to maintain
relationships with customers. “Recency” (the amount of time since last purchase), has been
found by direct marketers to influence future purchase behaviors of customers (Blattberg et al.
2008). We suggest that real estate firms use this concept to guide their outreach to past
customers.
A common finding is that the longer it has been since the customer has purchased from the firm,
the less likely the customer is to purchase now (Rhee and McIntyre 2008; Bult and Wansbeek
1995; Bitran and Mondschein 1996; Fader, Hardie, and Lee 2005). As a result, there is a
tendency to ignore customers who have not purchased in a long time. This can be problematic in
the residential real estate world given the long time periods between home purchases. Emrath
(2009) estimated that half of all people who purchased a new home were still in that home
approximately 15 years after their initial purchase. Given these extended intervals between
purchases, the likelihood of firms losing contact with prior customers is high. This puts firms in
the position we define as a recency trap. The recency trap is when “… customers do not
purchase in a given period, this increases their recency, which makes it less likely they will
purchase in the next period, which in turn increases their recency, making them even less likely
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to purchase in the period after that, etc.” (Neslin, Taylor, Grantham & McNeil, 2013, p. 321).
The recency trap results in customers drifting away from the firm, resulting in decreased revenue
The Recency Trap
A customer who has been out of touch with a firm for an extended period of time may appear to
be an unlikely prospect. As a result, firms often ignore these customers by not communicating
with them. But this only amplifies the recency trap. As time goes on, this process continues and
eventually the customer’s chance of buying falls virtually to zero, basically resulting in the
customer being lost to the company. They have slid down the curve shown in Figure 1, following
the recency trap.
We observed the recency trap in a study we conducted in a meal preparation service
environment. Figure 1 shows the purchase patterns for customers in our test establishment. As
recency increased, the percentage who purchased decreased.
Figure 1

In the case of the company we studied, we found that the additional marketing expense
associated with targeting customers who appeared to have lapsed from the firm would be a good
investment. Our mathematical model was based on a thorough understanding of the effect of
recency of purchase on likelihood to buy, and ability of marketing efforts to bring the highrecency customer back. It demonstrated that the company could increase customer value by
hundreds of dollars per target customer if it allocated some of its marketing communications
efforts to customers who had not purchased in a long time. The value of customers who would
have been lost to the company was significant.
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Applying these Concepts to Real Estate
We believe this concept is applicable in a real estate environment. In Figure 2, we graph the 25year home migration data presented by Emrath (2009) and apply an exponential trend line to
show the similarity of these purchase trends to the data we found in our study.
Figure 2
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We suggest that firms begin efforts to overcome the recency trap. The first step is to create a
customer database. Given the nature of real estate transactions, it is necessary to expand the
outcome variable from “purchase” to all potential revenue generating interactions (RGIs) at the
individual customer level. These data points include purchase and referrals made to others. The
next step is to plot the firm’s recency curve, i.e., graph the time since the most recent RGI versus
the likelihood of a RGI in the current period (periods could be monthly, quarterly or yearly
intervals). Step three involves segmenting customers based upon their position on the curve.
During the final step, customized marketing messages based upon recency segment are
developed and executed. For example, consider a letter from the agency leader thanking clients
for past patronage, a congratulatory “anniversary in your home” card, a hello email from the
selling agent, or simply a holiday greeting from all the caring professionals in your firm. These
marketing interventions will ignite the awareness of the firm in the mind of past clients. The key
point is to not ignore clients who have been out of touch for an extended period of time.
Conclusion
Recency is an important concept that can provide a road map to real estate professionals in their
relationship management efforts. Firms should draw their recency curve based upon the amount
of time since customers’ most recent RGI. Once this curve is drawn, customers can then be
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segmented and customized marketing messages delivered. The most important thing to
remember about recency is not to give up too early on clients that have been out of touch. Or else
they fall into the recency trap and they’re gone forever.
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