Dear Shareholders,
2017 was a fantastic year for CoStar.
It was a year of momentum, velocity and growth.
We are very proud that our investments in our services and marketplaces continue to
transform the way commercial real estate does business. We have created a seismic shift
in the commercial real estate landscape. We will continue to be leaders in innovation,
combining unparalleled data and analytics with state of the art technology that benefits
our customers and the users of our industry leading marketplaces in office, industrial,
retail, land, businesses for sale and multifamily. In 2017, CoStar Group’s websites attracted
an average of nearly 40 million unique monthly visitors as the era of digital real estate
continues to take hold.
As a company, we are proud to have reached our goal of $1 billion in annualized revenue
by the end of the fourth quarter of 2017, a year ahead of time. We had our strongest
year ever in net new bookings with strong contributions across our service offerings and
marketplaces.
Leading this momentum was our CoStar Suite offering. In the fall of 2017, we began
aggressively meeting and educating commercial real estate professionals who were
using LoopNet as an information service about the power and tremendous value they
would receive by becoming subscribers to CoStar information and analytics. We had
an excellent response, which contributed to the strongest sales quarter in our history in
the fourth quarter of 2017. The sales momentum continued into 2018. Our CoStar Real
Estate Manager solution is now an established leader in facilities project management,
lease abstraction and lease accounting. We continue to add a strong list of Fortune 1000
companies as customers.
LoopNet.com is now clearly positioned as the number one marketing site for listing
commercial properties for sale or for lease on the internet. With nearly five million unique
visitors a month, it has four times the amount of traffic than the next 50 websites
combined in commercial real estate. We expect to significantly invest in this marketplace
to make it even more effective.
Apartments.com was the most visited apartments listing network for the 26th consecutive
month as of the end of 2017. For the year, this resulted in all-time high bookings, revenue,
visitors and customer satisfaction. Apartments.com was the underdog when we acquired
it in 2014. We changed the interface and made it entirely user-centric. We put content
and accuracy first. We changed our sales culture by putting customer service first. We
elevated the entire multifamily industry with powerful brand conversations and created
the industry’s first truly Spanish language site in Apartamentos.com.
Strategic acquisitions of Apartment Finder, West Side Rentals, and The Screening Pros
have positively impacted our offering – and with the addition of ForRent and its affiliated
websites, we are now clearly the leaders in the space. We have put a wide gulf between
the competition and ourselves. More important, we are delivering the most and highest
quality leads to the property managers and multifamily owners who subscribe to our
multifamily services.

Research is the foundation of our business, and the establishment of our global research
headquarters in Richmond, Virginia has been an amazing success. We have reached new
levels of excellence in tracking, sourcing and investigating over $1.5 trillion of transaction
activity. We believe that is going to accelerate. The quality of our data has never been
better and our interaction with commercial real estate professionals has never been more
efficient or productive. Behind the scenes, we combined the databases of LoopNet and
CoStar so these services are now powered by the same database. One important benefit is
that commercial real estate professionals are now actively managing their listings through
CoStar Listing Manager and adding to CoStar’s procured database. This makes the data
even fresher and more complete.
To increase the velocity of growth, we continue to invest in all aspects of the business. We
are striving every day to deliver better data, stronger analytics and constant innovative
product functionality for all of our services and marketplaces. In 2017, we began to expand
our award winning news team whose articles are featured prominently on the gateway
page of CoStar Suite. This popular value-added feature for subscribers gives them invaluable
insights into commercial real estate. It also provides a place for increased exposure for
commercial real estate advertisers, which we believe will help more deals to close more
quickly.
2017 was a great year for CoStar. We are passionate about setting and then delivering on
big goals. It is a thrill seeing the possible become reality. We are proud to produce significant
results on behalf of our clients, industry, and shareholders alike. Thank you for your
continued support.

Andrew C. Florance
Founder and Chief Executive Officer
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Four years ago, CoStar publicly set a goal of reaching $1 billion in
annualized revenue by the end of the fourth quarter of 2018. Through
smart investments, focused sales efforts, and an unwavering
commitment to research and technology, the company reached $1
billion in annualized revenue an entire year ahead of time in the fourth
quarter of 2017. Leading the momentum were CoStar Suite net new
bookings, which increased 100% in the fourth quarter of 2017 compared
to the fourth quarter of 2016; the best net new sales bookings quarter
ever for Apartments.com in the fourth quarter of 2017; and full≠ year
revenue growth of 15 percent in 2017 versus 2016.*
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“ While we’ll continue to ﬁnd new and more
efﬁcient ways of gathering data, our researcher
count continues to increase and we have no plan
to slow that down.”

CoStar opened the doors of its flagship global
research center in Richmond, Virginia in October
2016. In the year that followed, the industryí s
premier database and analytics engine reached
new levels of excellence in tracking, sourcing,
investigating and discovering valuable information
and developing close working relationships with
top commercial real estate brokers, owners and
investors. By the end of 2017, CoStarí s research
team was approximately 1,800 strong, curating
$1.5 trillion worth of potential commercial real
estate transaction activity, tracking and updating
that information at a minimum of every 30 days.
In 2017, some 160 drones joined CoStarí s in≠ air
research fleet, marking the latest step in the
companyí s commitment to capturing activity and
opportunity from every angle.
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Beginning in early October 2017, the CoStar sales force hit the ground
running with a focused cross≠ selling campaign to convert LoopNet
information users to CoStar Suite and sell more paid advertising on
LoopNet. In the first nine months of the campaign, CoStar closed over
9,000 deals.Ü The response from sales teams, clients, and prospects was
overwhelmingly positive, and the company believes this will ultimately
result in significant revenue opportunities for the next several years.
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ONE LOCATION FOR LISTING CONTENT
In October 2017, the company completed an 18-month integration of
CoStar’s database with LoopNet’s public listing service – answering
clients’ demand for a single location for managing listing content.
Since then the company’s data products have never been better.

LISTING MANAGER IN HEAVY USE
While CoStar researchers continue to proactively update more than
90 percent of more than one million active listings every 30 days,
brokers now have the ability to update their own listings using
CoStar Listing Manager, a feature made available in October of 2017.
The adoption has been widespread. Of the 307,000 new listings
added to the CoStar database since October, 44 percent were
directly entered into CoStar by users.*
FORECASTING AND UNDERWRITING REPORTS:
PACKAGED TO MAKE DEALS HAPPEN
Imagine searching for a property in any town – typing in an address –
and generating an 80-page underwriting report that provides cashflow
characteristics, property history, ten-year forecasting and more.
CoStar users can generate client-ready reports and analyses. Ninetyfive percent of the leading 1,000 brokerage firms in the U.S. leverage
CoStar to tell a full story and secure
opportunities before their peers even
know about them.

“ LoopNet and CoStar are now powered by the same
database. This simple fact changes everything, and
opens up the doors to tremendous enhancements in
both products. Data is getting streamlined, data
continues to get better.”

MAKE IT MOBILE
In 2017, CoStar launched CoStar Mobile
for Android, while LoopNet announced
new mobile apps for iOS and Android –
allowing users to pull up the information
they need instantly, whether while
serving clients or looking for the next big
deal. This has ensured users can access
the leading source of info on the go.

* Data announced in CoStar first quarter 2018 earnings report,
April 2018

INTUITIVE PRODUCT FUNCTIONALITY
CoStar launched a new, user-friendly, customized
and intuitively constructed product homepage
in fall 2017. The new technology and site offer
users smoother navigation, ingrained realtime forecasting and analytics, new market
and submarket detail, an optimized look and
feel, increased exposure for advertisers and
customized news and market information.

THE INDUSTRY’S NEWS SOURCE

“ We are really investing in CoStar from all
perspectives: better data, product functionality,
clever insights, and enhanced news.”

CoStar expanded its award-winning news team
in 2017 to further position the company as the
industry’s most read, trusted news source. The
expanded “dream team” of reporters includes
veterans from The Washington Post, The LA
Business Journal, The Denver Business Journal,
Bisnow, National Real Estate Investor and The
Financial Post. With quality news features
spanning markets, communities, deals and
events shown prominently on the site, CoStar is
able to engage users more deeply in its service
and deliver even more value.

APARTMENTS.COM:
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The company made a calculated investment decision four years ago,
confident that it could create the nationí s number one apartment
listing network. The investment has paid off, and then some. As of
the end of fourth quarter 2017, the Apartments.com network (with
Move, Inc. Sites Rentals) was the most visited apartment listing
network for the 26th consecutive month, with approximately 468
million visits for the year.* The network reached record numbers across
sales revenue, customer subscriptions, website visitors, and overall
customer satisfaction.

“Apartments.com was the underdog when we
acquired it. We changed the interface and made it
completely user-centric. We put content and
accuracy ﬁrst. We elevated the industry through
clever and powerful brand conversations, and we
changed our sales culture to serve our customers
better. We put a gulf between ourselves and the
competition, and customers love us for it.”

In 2017, Apartments.com made continuous enhancements to its site
to drive an even better renter search experience; launched a $100
million advertising campaign that propelled the site to even greater
heights in traffic; and added the most listings of any apartments
Internet listing service, growing to over 1.1 million units across
apartments, townhomes, condos, and single family homes to meet
every consumer need.
2017 also marked the launch of Apartamentos.com, the nationí s only
apartment listing site built exclusively in Spanish to meet the needs
of the Spanish≠ speaking community, which represents 20 percent of
the U.S. renter population.Ü In addition, in January 2017, the network
acquired WestsideRentals.com, a leading website specializing
in Southern California real estate rentals, and in July 2017 the network
aqcuired The Screening Pros, an online apartment leasing platform.

* According to Apartments.com custom≠ defined ranking based on
comScore Media MetrixÆ Multi≠ Platform ì Total Visits,î
January 2017 ñ December 2017, U.S.
Ü Data announced in CoStar fourth quarter 2017 earnings report,
February 2018

MORE EFFECTIVE ADVERTISING = MORE VALUE
The LoopNet advertising story is a clear example of transformational
focus resulting in big payoffs. Historically used for low-value
information and property marketing, LoopNet was reborn in 2017 as a
pure advertising platform to reach tenants and investors (who made up
99% of LoopNet users). As a result of its simplified interface, consumer
engagement on LoopNet is exceptional. Additionally, LoopNet
advertisers are receiving even more value for their marketing spend.
Top advertisers receive bigger advertisements, higher placement in
search results, video tours, 3D virtual walk-throughs, drone footage and
increased exposure to the professional audience on CoStar, all of which
leads to approximately 200 times the exposure of standard listings.*

“CoStar is for information, LoopNet is for marketing.
We spent 2017 extricating the nature of these two
services so each can deliver the best experience to
their customers. This clarity of missions will free
LoopNet up and allow it to become an even more
powerful advertising platform in the next cycle.”

NEW LOOPNET ENGINE, BETTER EXPERIENCES
A relaunched LoopNet advertising engine resulted in a simplified
experience customized for non-professional users; the removal of
redundant ala carte products; new listing details; and new broker
marketing tools.

* CoStar internal data
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CoStar Europe continued to grow its research, finance, software, news,
analytics and marketing teams in 2017 and finalized plans to move into
the iconic Shard, Londoní s tallest building and coveted business locale.
Revenue growth for CoStar UK, Germany and France were all strong, while
CoStar Spain continued to fuel data gathering efforts to boost listings
ten≠ fold. CoStar Canada had its best year in revenue growth across all
five markets ñ and added more than 40 professional researchers to its
Canadian research base.*
?,&-#".$+%#).%">$*"#"9$!)()F;).$2345

*3$5("4("77"/%&$,%,#2
The CoStar Land Network continues to provide land buyers with the
most comprehensive choice of rural real estate, and deliver the highest
listing exposure for property owners. The acquisition of LandWatch in
May 2017 served to create the largest network of dedicated land sites,
with a combined reach of 4.5 million monthly unique visitors.* Traffic to
CoStar Land Network websites is 24 times larger** than the next largest
competitor, and nine times** larger than the traffic of all other land
sites combined. Annual revenue for the CoStar Land Network, adjusted
to remove the one≠ time increase from the LandWatch acquisition, grew
23.6*** percent year over year in 2017. Core revenue grew 28.3% during
the same period.
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BizBuySell, which operates the leading network of business≠ for≠ sale
marketplaces, continues to help small business stakeholders realize big
opportunities. With more than one million monthly unique visitors and
10,000 monthly new paid listings,* the websites ñ which include BizBuySell,
BizQuest and FindaFranchise ñ achieved a 21 percent increase in average
monthly subscribers from 2016 to 2017.Ü Indeed, BizBuySell enjoys greater
than 80 percent market share among business brokers.á The network
generated 70 percent of all business≠ for≠ sale traffic during 2017.á á
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USING TECHNOLOGY TO CREATE CHANGE
CoStar is constantly driven to lower energy usage, minimize carbon
emissions, and improve operational efficiency for its corporate portfolio
as well as across the commercial real estate industry. That’s why CoStar
locates its offices in LEED certified buildings, and why the company built
its Washington, DC headquarters and several of its offices’ interiors to
be LEED Platinum CI certified.
The company uses its insight and research expertise to help transform
the way the commercial real estate industry approaches building
planning, design, development, and management. CoStar incorporates
the U.S. Green Building Council’s list of LEED-Certified and Registered
buildings, ENERGY STAR™-certified buildings and BREEAM-assessed
properties into its database. Buildings are tagged in CoStar’s flagship
product with these designations to enable CoStar clients in the U.S.,
U.K., Canada and other European countries to perform specific queries
for green buildings; icons for each designation are incorporated into
search results to make the properties easy to review during broader
searches.
CoStar researchers gather their accurate information using a fleet
of low-emission vehicles, saving an estimated 161,000 gallons of fuel
each year.* The company employs daylight harvesting technologies in
many of its office locations to optimize energy savings and all CoStar
computer equipment is ENERGY STAR TM rated. The company has installed
extensive water conservation measures and a green roof garden that
captures rain run-off and minimizes heat gain in its Washington, D.C.
headquarters office, and offers charging stations for electric cars at its
D.C. and Richmond, Virginia offices at no cost to employees.

* CoStar internal data

COSTAR BUILDS: ENRICHING LIVES AND ENVIRONMENTS
CoStar Builds, CoStar’s companywide volunteer and philanthropy
committee, organizes and participates in fundraising and outreach
events that help enrich lives and environments. Employees contribute
hundreds of hours each year to support worthy causes in local markets
and beyond; the committee’s key areas of focus including serving local
communities in need; fostering children’s health and education; and
sustaining the environment.

“Across CoStar, we mobilize, come together and

make great things happen. I can’t think of
anything more important than the good we do for
the communities in which we live and work.
Our growth has given us a voice – and we’ve used
it to make a difference.”
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CoStar Group, Inc. (NASDAQ: CSGP) is the leading provider of commercial real
estate information, analytics and online marketplaces. Founded in 1987, CoStar
conducts expansive, ongoing research to produce and maintain the largest and
most comprehensive database of commercial real estate information. Our suite
of online services enables clients to analyze, interpret and gain unmatched insight
on commercial property values, market conditions and current availabilities.
LoopNet is the most heavily trafficked commercial real estate marketplace online
with approximately 5 million monthly unique visitors per month. Apartments.com,
ApartmentFinder.com, ForRent.com, ApartmentHomeLiving.com, Westside Rentals,
AFTER55.com, CorporateHousing.com, ForRentUniversity.com and Apartamentos.
com form the premier online apartment resource for renters seeking great apartment
homes and provide property managers and owners a proven platform for marketing
their properties. CoStar Group’s websites attracted an average of approximately
40 million unique monthly visitors in aggregate in the second quarter of 2018.
Headquartered in Washington, DC, CoStar maintains offices throughout the U.S. and
in Europe and Canada with a staff of over 3,800 worldwide, including the industry’s
largest professional research organization. For more information, visit
www.costargroup.com.
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