
Today’s Lending Insight  1

LENDING IN-

3 A Better Way
Famed industry researcher 

Jeff Lebowitz asserts that there 
is a better way to get 
new technology to 
market.

4 Subprime Today
Scott Kersnar looks back at 

the subprime debacle/bubble and 
talks about the future 
of this asset class.

5 QC Done Right
Industry consultant Rebecca 

Walzak of rjbWalzak 
Consulting, details 
the best way for 
lenders to avoid risk.

6 The Big Idea
James Comtois points out 

that acquisitions done 
by CoreLogic signal a 
larger industry reliance 
on data.

7   A State of Flux
Jennifer Miller of a la mode, 

inc. details how future change will 
reshape the appraisal 
process yet again.

9 The Death of PR
Michael Hammond of 

NexLevel Advisors talks about the 
state of public relations 
in the mortgage space.

10 New 
Competition

George Yacik warns 
that credit unions are 
here to stay and their 
coming influence is 
something to watch.

11 Choose Wisely
Asher Lohman of 

MortgageFlex takes a hard look 
at typical LOS due 
diligence practices 
and why they don’t 
work.

Fair Lending 
Is A Mindset 
BY A.W. PICKEL, III

We founded LeaderOne Financial in 1992 as 
a local mortgage brokerage. Since then, it has 
grown into a full service mortgage bank with 
the distinctive capability, since 1995, to under-
write conventional, VA and FHA loans in house 
throughout the United States. Since 1992 the 
size and scope of LeaderOne has expanded 

as the number of rules and 
regulations placed on our 
industry has grown by leaps 
and bounds.
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Housing Finance:  
The Next 100 Years? 
BY PHIL HALL

 
This year marks the centennial of the Mortgage Bankers Association. While it is fun to walk down 

Memory Lane and look back at the last 100 years in housing finance, the real challenge is to look ahead 
at what the next 100 years might offer. And while the dispensing of accurate prophecies is not among 
my sharpest skills, I believe that I can offer some predictions that may prove more than a little accurate 
to the lucky folks that discover this magazine in 2113.

The future of housing finance, according to my crystal ball, should include the 
following developments:

My Stance:Long 
Live Both GSEs

BY LEW SICHELMAN

Pardon me, but why are we 
trying to reinvent the wheel?

By that, I mean, why are we 
trying to reinvent the secondary 
market when one already ex-

ists? A good one, I might add, that seems to be 
working pretty well right now.

I am but a poor humble typist, so better minds 
than mine — much better — are certainly at work 
here. But I still don’t understand why we need a 
brand new entity — not 
to mention a brand new 
system — to take the 
place of Fannie Mae and 
Freddie Mac?

Technology Is 
Not Enough
BY TONY GARRITANO

Technology is not good enough. Simply put, 
technology can’t solve all of your problems. I 
know that you’re probably a bit confused to hear 

this from me, a technology guy 
who has talked about the ben-
efits of all things automated for 
well over ten years now.  What’s 
wrong? Let me explain.

First of all, I am very pleased 
that lenders are taking technol-

ogy more seriously these days. How do I know 
they’re taking technology more seriously? Stud-
ies show that technology spending is increasing. 
That’s a good thing for the mortgage industry.

Raymond James, a diversified financial services 
holding company with subsidiaries engaged pri-
marily in investment and financial planning  pre-
dicts  American banks will continue to grow their 
IT spending at the three-year (2009-2012) com-
pound annual growth rate of 3.1 percent. 

Furthermore, in the 2013 Bankers As Buyers 
Survey, a collection of research, observations 
and articles about what technology, solutions and 
services U.S. bankers will buy in 2013 prepared 
by the William Mills Agency, Jeanne Capachin, 
former research vice president for IDC Financial 
Insights, provided more 
insight into the spending 
habits of banks this year.   
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Your New Source
As we all know too well, the mortgage industry crashed back in 2007. The melt-

down took the world economy down with it and here we are six years later and things 
are still uncertain. Similarly, back in 2007 the publishing business was considered all 
but dead. However, as they say, out of adversity comes opportunity, or something 
like that. 

Simply put, those companies that innovate will thrive and those that cling to old 
practices may find themselves snuffed out. On the publishing side of things, we’ve 
seen publishing companies in the mortgage space that cling to old-fashioned ideas 
downsize, downsize, and downsize some more. 

PROGRESS in Lending was formed to reinvent the concept of publishing such 
that we act as a repository for thought leadership to help the mortgage business 
thrive through innovation. As such we continue to grow and have always looked for 
opportunities to recreate and reimagine distribution channels to get you the type of 
information that you need to improve your business. For example, we launched a 
free iPad app that not only displays our content, but includes industry white papers, 
research reports and even noted industry Twitter accounts.

We did the same thing when we launched the Lender’s Digital Marketplace, the 
industry’s first solution selection engine. We wanted to make it easier for lenders to 
get information about technology vendors without having to resort to doing a blind 
Internet search that brings back junk at worst, suboptimal information at best. We’re 
always looking to do things different and better.

That brings me to this publication. As a means of survival, B2B publishing compa-
nies in the mortgage space have been forced to cut well-established reporters and 
bombard you with a myriad of newsletters that all contend that they are breaking 
news. While they fight over who will be the first to deliver the news, we at PROGRESS 
in Lending want to be the first to take you behind the news. Top reporters and indus-
try experts will gather here each month and tell you why they think this news story 
or that trend should be important to you. Let us put the latest news and trends into 
context for you so you can gain valuable perspective.

And you don’t have to just read this newspaper either. Several stories, like this one, 
include embedded video and others include audio to help you engage with content 
in a way that is totally fresh and new.

This monthly newspaper is not about delivering a story first, it’s about delivering in-
sight from trusted sources that can help you improve your business, hence its name, 
Today’s Lending Insight. Welcome to the new way to 
digest the news.
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Over the years, I have noted that 
there is often a lead-time of three to 
five years between the time a new 
technology (e.g., the tablet) becomes 
mainstream and when the mortgage 
industry applies that innovation. The 
bottleneck may be with mortgage 
applications vendors and how they 
make investment decisions.

Vendors build applications based 
on personal experience and on input 
from one or a small number of lend-
ers. They do not know if they are early 
or late in an adoption cycle of what 
is the shape of the relevant demand/
adoption curves. Vendors do not have 
the research to back up their invest-
ment decisions. 

Let’s look at mobile computing as 
an example. Our (MORTECH, LLC) 
proxy for estimating demand for mo-
bile applications has been dubbed 
“New Hand Held Wireless Implemen-
tations.” This data had been gathered 
in our MORTECH technology survey.

Our trend data indicated that lend-
ers’ demand for wireless application 
reached its tipping point in 2005 (see 
the chart). The tipping point is the 
point at which we can measure accel-
eration in demand, but not yet reach-
ing general acceptance by lenders.

In a recent informal poll using a Gar-
ritanic small sample survey, we found 
that 80 percent of mobile applications 

were introduced by mortgage tech-
nology vendors in 2012. The lag pe-
riod for the introduction of mobile ap-
plications to mortgage lenders was a 
full seven years.

Vendors also use personal experi-
ence and small group sessions to 
build applications. Enhancements to 
applications tend to come from exist-
ing users and from an informal list of 
enhancements they favor.

The investment de-
cision requires setting 
priorities among the 
features and enhance-
ments on the vendor’s 
list. These decisions 
are made through infor-
mal voting of users and 
a vendor’s personal ex-
perience. This method 
is OK, but it is not very 
scientific and may be 
misleading.

This approach to de-
fining systems changes 

does not force anyone (vendor or user) 
to make difficult trade-offs or conces-
sions. And yet, quantifying the impor-

tance of trade-offs is so important to a 
vendor’s investment decisions and po-
tential returns. What to do?

Conjoint analysis is widely used in 
consumer product decisions. As a 
survey technique, conjoint analysis 
obtains better discrimination among 
the importance of product features 
and functions. It does this by making 
respondents (customers) make pair-
wise trade-offs between two features, 
two enhancements, two changes. 
Through pairwise comparisons re-
spondents can make finer distinctions 
by directly comparing two concrete 
changes (e.g., two versions of a form, 
two APR calculation formulae).

If vendors use surveys or interviews 
that make respondents choose the 
importance of a feature on a scale of 
1 – 5, the data fails to directly com-
pare two features or functions to one 
another. Conjoint analysis was devel-
oped to reduce error in measuring the 
importance of two choices not com-
pared directly. 

Few if any vendors use formal 
trade-off analysis in making design or 
change decisions.

While I am pontificating about how 
vendors can run their businesses with 
more “science” and improve their val-
ue proposition to the customer, I will 
say that vendors might improve how 
to improve product usability right out 
of the box. For instance, as a product 
manager at Transaction Technology, I 
had access to a user’s laboratory. I do 
not see mortgage vendors investing 
very much in formal methods to test 
usability. 

Vendors seem to rely on experience 
and feedback at user meetings. Dis-
covering usability problems requires 
formal test design. Useful test data 
comes from getting the right number 
of test participants. Some studies in-
dicate that at least 15 test participants 
are needed to discover repeatable 
usability defects. Still more testing is 
needed to discover all systems prob-
lems, some of which do not show up 
on the first pass. Recruiting test can-
didates across user demographics 
rarely occurs in mortgage technology 
development.

Vendors make tradeoffs between 
the time and cost of testing to find 
flaws early, the discovery of problems 
reported by users in the aftermarket, 
and the risk of alienating early users 
who are unsuspecting product tes-
ters. Mortgage technology vendors 
rely too much on experience and trial 
and error to perfect their products and 
services. 
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I used to cover the Western Sec-
ondary Conference in San Francisco 
every year. For me the 2007 event 
was by far the most memorable. At 
the registration desk they said one 
of the sessions had been cancelled 
because the rating agencies had de-
cided not to attend. I stopped by the 
ballroom to see who was there for 
the first session.  The three sched-
uled speakers were already up at the 
front of the room: MBA chief econo-
mist Doug Duncan, Pimco SVP Jen-
nifer Bridwell and Countrywide CEO 
Angelo Mozilo. All have since moved 
on. “Hi, Scott,” said Angelo when he 
saw me way at the back of the room. 
Strange. Everyone called him Angelo 
(he liked to be treated like a regular 
guy) but that was the first time he 
had ever greeted me by name. 

As attendees filed in for the open-
ing session, there was a lot of talk 
about the rating agencies cancel-
ling. As I recall, Doug Duncan made 
a few stabs at cautious optimism in 
his remarks, but Angelo furrowed 
his brow and proclaimed that there 
were dark days ahead for the mort-
gage market. However, I don’t recall 
his getting into any specifics about 
Countrywide. 

Jennifer Bridwell certainly made 
some blunt comments. She said 
every time there was a newspaper 
story about trouble with subprime 
loans, she got fifty worried calls from 
investors and had to keep repeating 
that Pimco had no subprime loans 
in any of its products. At the end 
of the session someone asked her 
why she thought the rating agencies 
backed out. She replied, “Would you 
be here if securities you rated AAA 
a year ago were worthless today?” I 
don’t recall Angelo adding his voice 
to the general laughter triggered by 
her answer.

Months later I picked up the phone 
and heard ARC Systems founder 
and president Ed Jones say, “It’s not 
our fault.” Ed was calling reporters 
to describe the poor quality loans 
he had seen hurtling through the 
Lehman Brothers pipeline, for which 
ARC Systems provided the sub-
prime automating underwriting en-
gine. He said those of his employees 
who had been loan officers were ap-
palled at the low quality of the loans 
Lehman Brothers was, shall we say, 
robo-underwriting. Unfortunately 
for ARC Systems, Lehman Broth-
ers accounted for some 40% of the 
company’s business by then. When 
Lehman Brothers and others folded, 
ARC Systems paid off its creditors 
and closed its doors.

I trust that I’m not the only one ex-
periencing sharply intrusive recollec-
tions when we see Lew Raineri and 

others tout renewed securitization 
of high-LTV subprime loans. Let’s 
not forget that swashbuckling Wall 
Street insiders espoused something 
called the “de minimus rule” which 
held that the bottom tranche of a 
security could be absolutely worth-
less without affecting the value of the 
whole security. That kind of thinking 
became commonplace once securi-
tizers began paying the rating agen-
cies directly for their ratings. Angelo 
wasn’t the only one making sure 
his company received the squeaky-
clean ratings it paid for.

Angelo used to say that everything 

between Main Street and 
Wall Street was friction. 
And given his oft-repeat-
ed statement that Coun-
trywide was a technology 
company operating in the 
mortgage realm, auto-
mation easily came into 
the spotlight as a culprit 
in the subprime debacle. 
However, AU engines can 
be used as tools of effi-
ciency and prudence, not 
just as weapons of com-
petitive velocity. The time 
obviously has passed for 
subprime lending to jetti-
son the headlong pursuit 
of the high upfront yields that drove 
Countrywide into the Bank of Amer-
ica fold and Lehman Brothers into 
bankruptcy.  

So can the subprime mortgage 
market make a significant come-
back? Ed Jones says it can. He told 
me ARC Systems stands ready to 
get back in business “if somebody 
makes me an offer I can’t refuse.” 
However, he said that would depend 
on attracting highly experienced em-
ployees who would need to gamble 
their livelihoods on the revival of a 
robust subprime market. Doesn’t 
sound like Ed is holding his breath.

We can’t forget that sustainable 
subprime lending once meant low 
LTVs and face-to-face “story-based” 

underwriting. That traditional conser-
vatism doesn’t match the scenario 
of greater risk tolerance Raineri and 
others have been advocating, and 
risk isn’t very popular these days. 
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Recently, HUD was seeking com-
mentary on “Quality Lending Practic-
es.” In particular, they were seeking 
comments on “loan defects,” “stan-
dards of production quality,” and 
“sampling strategies.” Prior to this 
inquiry by HUD the MBA produced a 
paper as part of its initiative to revital-
ize the secondary market that calls 
for defining “material” underwriting 
breaches and requires a causal link 
between the breach and default. All 
I can say is, “It’s about time!” Since 
the very first QC requirements were 
issued in 1985, it has been evident 
that they didn’t work. How can a 
series of individual loan inspections 

done 90 days after the loan has 
closed do anyone any good? 

How can management ever take 
action on a bunch of findings that are 
subjective, loan specific and unsup-
ported by a valid analysis of the un-
derlying data? And then there are the 
re-verifications. Talk about a monu-
mental waste of time and money. QC 
has, since its inception, been inad-
equate and antiquated. Remember, 
the entire time the “mortgage cri-
sis” was building up and going over 
the top, we had the very same QC 
program requirements we have to-
day. Our quality control process was 
probably the overall biggest failure in 

the mortgage crisis. So 
what should be included 
in a quality control pro-
gram that works? Here 
are some of the concepts 
and methods I have been 
proposing for years:

First, we need to take 
a step back and un-
derstand what a quality 
control program is supposed to do. 
The purpose of this type of program 
is not to make sure perfection is 
achieved for each loan, but to put 
controls around the elements of the 
process where mistakes can occur. 
We can do that rather easily once we 
know what should be controlled. As 
the MBA suggests, just finding prob-
lems for the sake of finding problems 
does nothing. We need to under-
stand what mistakes in the process 
are most frequently associated with 
loans that go into default. We already 
know what causes a loan to default; 
the borrower doesn’t make the pay-
ments. What we need to know is 
what mistakes in the origination pro-
cess are most closely associated 

with this cessation of 
payments.  

In order to do that we 
need data. Not just the 
subjective findings of 
different individuals that 
is biased by their level 
of knowledge and how 
“they” think it should be 
done, but by crafting 

a data set from the elements of the 
process. Then by putting measure-
ments around those elements we 
will develop a comprehensive set of 
standards that can be used by any-
one; investors, regulators, or industry 
members. 

A second important element that 
we need to consider is automa-
tion. Onerous, labor-intensive file 
reviews are as outdated as a rotary 
dial phone. This process needs to be 
automated. By creating an automat-
ed analysis of the process for each 
loan provides a 100% valid result. 
The re-verifications also have to go. 
It makes no sense to use automated 
tools to obtain information only to 
“validate” the information in a paper 
format. Developing this automation 
eliminates unnecessary work, gives 
better results and costs a lot less.

Finally, management has to be-
come educated in reading and un-
derstanding analytic data. It is not 
acceptable for managers to wait for 
someone else to work with data and 
come up with a report that was out-
dated an hour before. There are nu-
merous tools such as Business Intel-
ligence programs that managers can 
use to get the information they need 
when they need it. This ability allows 
them to not only comprehend much 
faster and at a deeper level how their 
organization is functioning, but by 
using an industry wide comparative 
database, they will know immediate-
ly if the products they are producing 
meet their expectations and the ex-
pectations of the buyers. In the end, 
producing better quality product will 
result in better pricing.  

These steps are what we need if 
this industry truly wants to become 
what it can and should be. Think it 
is impossible? Not really, a lot of the 
work has already been done and is 
just waiting to be used. How do I 
know? Well I have been both mak-
ing and calling for 
these changes for 
years and I know 
how possible it is. 
It’s about time the 
rest of you caught 
up to me.  
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As the saying goes, “Knowledge 
is Power.” We saw this proved out 
in our space not too long ago with 
CoreLogic buying up several data 
analysis platforms. Certainly, Core-
Logic is shaping up to be one of the 
most powerful firms in the property 
data sector. Heck, at the rate it’s go-
ing, the Irvine, Calif.-based firm is 
shaping up to become one of the 
only firms in the sector. 

Indeed, with the U.S. housing 
market slowly inching towards re-
covery, CoreLogic is on quite a roll 
these days to expand its coverage of 
the property and casualty insurance 
industries through buying up com-
patible companies and products. In 
fact, in the span of a few months, the 
property informa-
tion provider has 
made several ac-
quisitions to en-
hance its property 
data and analytics 
business and ca-
sualty insurance 
offerings. 

First off, Core-
Logic’s $6 mil-
lion acquisition of Case-Shiller from 
Fiserv in April will enable the firm to 
offer even more information about 
the U.S. housing market to its users. 
Then, July brought about the news 
that the firm agreed to buy three real 
estate data companies from TPG 
Capital’s Decision Insight Information 
Group for $661 million.

The Case-Shiller Indices track 
home price changes in one group of 
10 metropolitan areas and a second 
group covering those and 10 addi-
tional areas. The 10-City and 20-City 
indexes are also combined into a 
composite index. Both Case Shiller 
and CoreLogic use the “repeat sales” 
method for index calculation, analyz-
ing data on single-family properties 
that have two or more recorded sales 
transactions. 

CoreLogic Case-Shiller Indexes 
include the CoreLogic CaseShiller 
Home Price Indexes, Default Cor-
rection Factors, and Home Price 
Forecasts. These tools allow users 
to track residential real estate trends, 
manage price risk within specific 
U.S. markets, value loan portfolio 
collateral, estimate default probabili-
ties and loss severity within specific 
markets and determine firm capital 
sufficiency.

The Case-Shiller Indexes will be 
renamed the CoreLogic Case-Shiller 
Indexes. Still, the S&P/Case-Shiller 
home price index, which financial 
markets watch closely to get a sense 
of the strength of the U.S. housing 
market, will retain its name. The S&P/
Case-Shiller home price index will 
continue to be published and distrib-
uted on their customary time sched-
ules and in their current formats.

The deal, according to the compa-
ny, “underscores CoreLogic’s ongo-
ing commitment to provide compre-
hensive data, analytics and services 
to financial services, government and 
real estate professionals.”

To complement the Case-Shiller 
acquisition, CoreLogic then made 
a deal to acquire Marshall & Swift/
Boeckh, DataQuick Information Sys-

tems and the credit and flood-ser-
vices unit of DataQuick Lender Solu-
tions. CoreLogic expects the deal to 
be completed sometime in the fall. 

“The acquisition of MSB and Data-
Quick significantly expands our foot-
print in property and casualty insur-

ance and adds additional scale to our 
existing property data and analytics 
business,” said Anand Nallathambi, 
CEO of CoreLogic in a statement. “In 
addition to the obvious financial ben-
efits and cost synergies, the combi-
nation of CoreLogic, MSB and Data-

Quick should yield significant future 
growth opportunities.”

As mentioned earlier, CoreLogic 
is making these purchases now that 
the U.S. home market is showing 
signs of recovery. These signs of 
course have been recently revealed 
in a report released by, of course, 
CoreLogic. Hey, as I said earlier, 
knowledge is power. 
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best practices and modern technology. One that is flexible, secure and compliant. One that lets you do what
you do best – lend, while we take care of the technology.

Providing successful solutions takes more than just delivering a system in a new architecture. It takes experience,
knowledge, creativity, and dedication to be a long-term technology partner. 

No one knows what the future will bring, but one thing is certain – MortgageFlex will be there with the solutions
you need. Call today to experience the MortgageFlex difference.

800.326.3539
www.mortgageflex.com
jacksonville, florida

Origination and Servicing Systems

Transforming Mortgage Lending

We ’ re  focused

Mort
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In the inaugural edition of Today’s 
Lending Insight, a publication de-
voted to industry opinions, it’s fitting 
to point out that industry people tend 
to agree on very few things. But the 
one thing I’ve heard consistently from 
everyone involved in appraisal opera-
tions is this: “The appraisal industry 
has changed dramatically, and more 
change is coming.”

So, before you make yet another 
change in operations to suit the latest 
regulation or the newest investor rec-
ommendation, here’s my advice: First, 
take a step back and evaluate your 
overall process and the system you 
have in place from a 5,000 foot view.

You’re going be making several 

changes over the next few months. 
How agile are you? How quickly can 
your team make operational adjust-

ments to meet the next regulation or 
requirement? Are you handcuffed by 
over-reliance on third parties? With 
each change, will staff training slow 
you down?

If you don’t address system-wide 
vulnerabilities like this now, you’ll have 
a tough road ahead as you implement 
frequent changes moving forward. 
Instead of desperately trying to keep 
up, your organization can navigate 
market changes more intelligently and 
more successfully by implementing a 
PROCESS that allows you to be agile 
and flexible. With the right process, 
you can adapt quickly and perform far 
better than others, turning agility into 
your competitive advantage in this 

rapidly changing environment.
A great example of how this can af-

fect you is in appraisal quality control 

(QC). Dodd-Frank, FDIC, and Fred-
die Mac all outline requirements for 
a consistent QC process. Yet, many 
lenders, and even many AMCs, don’t 
have a documented QC process at all. 
Many are relying on mental checklists 
and inconsistent operations from un-
derwriter to underwriter. Many don’t 
have any documented proof that 
each appraisal is QC’d at all. As QC 
requirements for appraisals continue 
to come down from the GSEs and the 
regulatory agencies, the organizations 
without agile systems will struggle to 
keep up and can face much greater 
non-compliance risks.

Compliance issues aside though, 
the lack of a consistent, transparent 

appraisal QC process results in un-
necessary institutional expenses, sig-
nificant reputational risk, dead deals, 
and poor lending decisions. An inad-
equate appraisal QC system dramati-
cally affects underwriting too, stretch-
ing already understaffed departments 
too thin.

Many lenders and AMCs I talk with 
are familiar with this pain, but let’s just 
assume for the sake of argument that 
your appraisal QC process is rock 
solid.  Your appraisal quality is great, 
your turn times and revision cycles 
are short, and you’re so compliant it 
hurts. If you don’t have a document-
ed, consistent process or a system 
that automatically documents your 
due diligence, you won’t be able to 
prove it when you need to. 

If you want more information on an 
effective appraisal QC process, check 
the white paper just published in con-
junction with AXIS Appraisal Manage-
ment Solutions MasterServ Financial 
at www.MercuryVMP.com/QC. There 
are several actionable recommenda-
tions in it for anyone examining ap-
praisal QC.

Your appraisal QC process is just 
one example of the steps in your ap-
praisal management workflow that 
can benefit from the right system. With 
an agile, flexible process in place, you 
can change a software setting rather 
than retrain staff after every industry 
change.

Since software systems are de-
signed to eliminate human error, you’ll 
also have far more peace of mind with 
an appraisal workflow and QC sys-
tem. You won’t be relying upon over-
worked staff to remember and cor-
rectly execute each process change 
you need to implement to ensure your 
compliance.

If you have any questions or com-
ments, don’t hesitate to reach out. I 
look forward to sharing ideas with you 
in this exciting new forum, so send 
me an e-mail or tweet the team any 
question to @MercuryNetwork and 
we’ll get back to 
you right away. 

Don’t Make Any Changes   
 Until You Read This

Delivering the industry’s  
most trusted online lending tools

LoanQuoter® delivers innovative web portal solutions to meet today’s “tech 
savvy” borrower expectations.  This dynamic solution provides customized 
product selection with mortgage and consumer applications along with a 
secure consumer portal for the delivery of two-way documentation.   

RemoteDocs® delivering critical lending information where and when you 
need it with full audit trails. Not only can the use of Data-Vision’s RemoteDocs 
secure electronic delivery reduce costs, but when applied to initial disclosures 
creates a better, more compliant process.  

Point, Click, Delivered. It’s just that simple.

Call us today!
(888) 925-8625
info@d-vision.com
www.d-vision.com

THE PATH TO E-LENDING

We have pulled perfect text out of 
first-generation forms and it’s almost 
impossible to match fields to required 
data fields in XML. If human eyes can’t 
do it, how can software do it? It can’t.
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The CFPB Is Protecting The Consumer
The Consumer Financial Protection Bureau was established and cre-

ated to increase accountability by consolidating core consumer financial 
protections previously scattered across 7 different federal agencies none 
of which were sufficiently accountable for getting the job done. Thus, the 
CFPB was born to serve as a “cop on the beat” dedicated to making the 
markets for consumer financial products and services work for the Ameri-
can family.

Lenders must adhere to rules issued from the CFPB to protect their 
borrower – the consumer, but how is the lender protecting itself from the 
CFPB? With all the new rules and regulations to be levied in January 2014, 
the lender must be profitable and serve the American family, all the while 
staying up at night worrying about whether it has been compliant.

Some facts to consider:
• By Jan 1 CFPB will be over 885 days in the making
• The CFPB supervision and exam manual is 924 pages
• All of the following Mortgage Rules are subject to enforcement 

– Ability to Repay/Qualified Mortgage; 2013 Hoepa Rule; Loan 
Originator Compensation; ECOA Valuations; TILA HPML Appraisals; 
Escrows; Servicing TILA; Servicing RESPA – The ECOA Valuations 
rule alone is an explanation of approximately 125 pages

• Consumer Financial Protection - Regulation B through Regulation 
Z and Regulation DD

• Other regulations – Disclosure of records and information; Rules 
implementing Equal Access to Justice Act; Procedure relating to 
rulemaking…

The amount of information is staggering to say the least, not to mention 
the millions of dollars spent and invested in “cops on the beat” to enforce 
the rules dedicated to transparency for the consumer. The CFPB has at 

its disposal several hundred employees, serving as its biggest resource to 
enforce the applicable regulations and conduct examinations.

The CFPB Examination is centered around 7 modules: 
• Company business model
• Advertising and marketing
• Loan disclosures and terms
• Underwriting, appraisals and originator compensation
• Closing
• Fair lending
• Privacy
To mitigate lender risk and indeed help lenders protect themselves, 

third-party assistance is available to assist in this enormous and challeng-
ing process. Tightly woven compliance and legal expertise integrated in 
a flexible software system that drives disclosures and closing documents 
can proactively prepare lender organization operations for the challenge of 
January 2014. 

The lender community can rely on a robust compliance solution that is 
an extension of their organization and works with them to assist with the 
interpretation and implementation of all of the CFPB initiatives. A proac-
tive stance incorporating updated CFPB rules and calculations in tandem 
with overall “best practices” surrounding the preparation of disclosure and 
closing materials is cost effective, time saved and paramount in mitigating 
risk of non-compliance. 

Lenders can protect themselves and rest easy knowing that companies 
like MRG Document Technologies provide a unique blend of technology, 
solutions and expertise readily available for January 2014. Lenders need 
to focus on their commitment to their customer – the consumer – as the 
CFPB mandates, while remaining productive and profitable.  

The CFPB supervision 
and exam manual is 

924 pages

Ability to Repay/Quali�ed Mortgage

2013 Hoepa Rule

Loan Originator Compensation

ECOA Valuations

TILA HPML Appraisals

Escrows

Servicing TILA

Servicing RESPA

Regulation B through Regulation Z  

Regulation DD

Disclosure of records and information

Rules implementing Equal Access to Justice Act

Procedure relating to rulemaking… 

By Jan 1 CFPB will be over 885 days in the making

Jan 2014

HOW WILL YOU MANAGE THE CHALLENGES OF

the CFPB rules?
May 2011

 Company business model

 Advertising and 
          marketing

 Loan disclosures 
         and terms

Closing  

Fair lending       

Privacy  

 Underwriting, appraisals and 
originator compensation

The CFPB Examination is centered around 7 modules: 
ALL of the following are 

subject to enforcement:

Tightly woven compliance and legal expertise 
integrated in a �exible software system that 
drives disclosures and closing documents can 

proactively prepare lender organization 
operations for the challenge of January 2014. 

MRG Document Technologies 
provides a unique blend of 

technology, solutions and expertise 
readily available for January 2014.

Provided by MRG Document Technologies
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I’m sure all of you have read the 
headlines stating public relations 
(PR) is dead. Everyone is telling you 
that with all of these new technolo-
gies and social media platforms PR, 
as we know it, is dead. Well ladies 
and gentlemen, I am here to tell you 
that those stories that you’ve read 
are wrong.

Sure, there are a lot of new net-
works and avenues to distribute con-
tent that are thriving.  There is a lot of 
talk about social media, self publish-

ing, blogging, etc. All of these 
new mediums are great, but 
none of that means that PR is 
dead. Does PR have to evolve 
as a result of these new me-
diums? Most definitely.

However, at the end of the 
day, what doesn’t go away 
is the fact that content is still 
king. Going further, because 
there are so many new plac-
es where that content can be 
published, companies need 
even more help generating 
quality content that adds val-
ue to their prospects. To be 
honest, not many companies 
have the staff to do this, and 

PR professionals are more skilled at 
telling a valuable story that resonates 
with your audience. 

So, PR’s death is a misnomer. PR 
experts are not going away. In fact, 
they are more important now than 
five years ago. Let’s face it, a lot has 
changed in the world of PR for sure, 
but it is still an essential part of get-
ting quality business in the door.

What do I mean? If we look back 
five years ago, PR had a lot to do with 

relationships. PR was about having 
contacts with the people in the news 
business where the content would be 
distributed. The PR person had to be 
a good storyteller, but it was predom-
inantly about getting the message 
out to specific media outlets.

Today with things like Twitter, 
Google-Plus, Facebook, LinkedIn, 
blogs, the proliferation of e-newslet-
ters and digital magazines, the dis-
tribution of PR has changed. Com-

panies can post content directly on 
Twitter or Facebook. Companies can 
have their own regular blog. You still 
have to have relationships with media 

people, but you need more.
PR experts have to drive quality 

content to more sources and chan-
nels then ever before.

In the end, if you have good con-
tent, there are a lot of unique ways to 
tell your story. Good PR tells the story 
of what’s in it for your prospect, how 
do they benefit, and why should they 
care to use your service, etc. PR ex-
perts can bring an objective point of 
view so they can help get quality con-

tent to the places that it really needs 
to go. It is now about finesse; quality 
over quantity.

And, more importantly, when done 
well PR can help grow your busi-
ness. For example, we at NexLevel 
Advisors started working with a lead-
ing origination technology provider 
that started out with fewer than 10 
followers on Twitter. NexLevel In-
creased that by over 200%, and at 
the same time helped that company 
turn tweets into new business. We 
also worked with a leading compli-
ance solution provider on their web-
site. We increased the quality of the 
content and how that content was 
distributed. In the end website traf-
fic increased, and the amount of time 
each new visitor spent on the web-
site quadrupled.

I can’t tell you where PR is going 
to be in five years, but I can tell you 
that social networks will continue to 
evolve and there will be more interac-
tion points, which reinforces the de-
mand for quality content.

How we distribute content, and 
how that content is consumed may 
change, but you still need that quality 
content. How do you get that con-
tent? At the end of the day, everyone 
wants to tell their story in a new and 
compelling way that will drive new 
business. That’s where a PR expert 
comes in. True PR experts may be 
few and far between, but I’m here to 
tell you that they 
are out there. PR 
is not dead.  

We’re taking the suspense out of valuations.
No guesswork, fewer surprises.  From now on, all of our default appraisals and BPOs come pre-reviewed 

and pre-validated using two advanced data and analytics assets — LoanSafe Appraisal Manager™ and 

CoreQuality. Saving time, cost and helping you make faster, safer decisions. Data-validated valuations— 

that’s CoreLogic®.  

Going to MBA Annual?  Call 866.308.4713 to schedule an appointment or visit us at Booth #500.

Learn more at corelogic.com/datavalidatedvaluations

NYSE: CLGX  ©2013 CoreLogic®. All rights reserved. 

CL_Valuations_TME 2013.indd   1 8/13/13   10:40 AM

DEATH OF PR
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If you’re a commercial bank or 
a mortgage banker and you’re ex-
pecting credit unions to go away as 
competitors as interest rates rise and 
refinances dry up, I think you better 
reconsider that idea.

Credit unions achieved two major 
milestones in residential mortgage 
lending in 2012. Collectively, they orig-
inated more than $124 billion in loans, 
the first time they passed the $100 bil-
lion mark. Total volume jumped 50%, 
well above the industry growth rate 
of 39%, which enabled their com-
bined market share to reach a record 
7.1%. That’s up sharply from recent 
years. Indeed, credit unions’ share of 
the mortgage market has been rising 
steadily since the mortgage bubble 
burst, from 2.6% in 2007 to 6.5% in 
2011. Before the bubble, credit union 
share averaged about 2% a year. 

I know what you’re thinking. Credit 
unions’ record share was a gift from 
the banks and the Federal Reserve 
that will disappear as soon as rates 
rise and the banks reassert them-
selves as market leaders. Indeed, in 
the first quarter, credit unions’ market 
share retreated to 6.5% in the first 
quarter of this year; rates didn’t really 
start to rise until the end of the second 
quarter. What happens then?

Even if credit unions’ share does 
stay at 7%, that’s still too small for 
many competitors to take them seri-
ously. After all, that’s about a quarter 
of what Wells Fargo does all by itself.

But I think you’d be wrong to look 
at that 7% figure or whatever it is 
and think that’s what business credit 
unions do everywhere. Mortgage 
lending is a local business, and it’s 
at the local level where credit unions 
have their biggest impact.

I attended a workshop of the Ameri-
can Credit Union Mortgage Associa-
tion this past summer in New York 
City. Attendees said it was the best-
attended ACUMA workshop in some 
time, indicating that credit unions 
are eager to hold onto what they’ve 
gained the past few years.

Bob Dorsa, ACUMA’s executive 
director, said commercial banks are 
probably hoping that “when the refi 
boom ends we’re going to go back to 
credit cards and auto loans.”

“Let’s stick with mortgages and 
stick it to the banks!” Dorsa urged.

In fact, at the local level, some credit 
unions do have a leading market share. 
For example, in Dane County, WI, 
where the state capital of Madison and 
the University of Wisconsin are locat-
ed, the leading mortgage lender is UW 
Credit Union, the school’s credit union.

Most people know that credit unions 
have built-in pricing advantages over 
banks – because they’re nonprofits, 
they don’t pay income taxes, so they 
can offer lower loan rates – but they 
haven’t been able to parlay that into 
higher market shares. So it’s easy to 
scoff at the notion that credit unions 
are poised to grow their market share 
meaningfully and permanently.

In fact, though, credit unions – 
maybe not all of them, but the bigger 
ones – have gotten better at market-
ing themselves. 

“On a local basis credit unions 
have come up with creative ways to 
communicate how they’re different 
and why they’re good for consum-
ers,” says George Hofheimer, chief 

research and innovation officer at the 
Filene Research Institute, the credit 
union industry think tank. 

“Today you’re seeing more credit 
unions, especially those with commu-
nity charters, doing their own advertis-
ing on billboards, in print, on radio and 
on television,” says Mark Wolff, senior 
vice president for communications at 
the Credit Union National Association, 
an industry trade group. “Here in the 
DC area the difference has been very 
noticeable in recent years.”

He notes that credit unions gained 
800,000 new members in the first 
quarter of this year, which appears to 
be a record. Total loans grew to $600 
billion in the first quarter, up $2.3 bil-
lion, the eighth consecutive quarter of 
growth and the fastest quarterly pace 
in five years.

Besides better pricing, credit unions 
have other advantages over banks 
when it comes to mortgages. Credit 
unions are “relational, not transac-
tional,” was a frequent mantra I heard 
at the ACUMA meeting. They’re also 
better than banks when it comes to 
“hand holding,” which is especially 
important when dealing with first-time 
homebuyers. 

“Credit unions typically focus on the 
entire relationship with the borrower, 
creating a more enhanced lending 
experience for them,” says Richard 
Whitman, vice president of residential 
lending at Texas Trust Credit Union in 
the Dallas-Fort Worth area. “We get to 
know our borrowers and strive to build 
a long-term relationship with them.

“Borrowers have become frustrated 
and disillusioned with the big banks 
and their treatment of customers,” he 
adds. “More borrowers are looking 
for alternatives when financing their 
homes, and credit unions meet that 
need.”

“Our loan agents are by far the 
equals or superior to loan agents at the 
major banks,” says Gregory B. Meyer, 
community relations manager at Meri-
west Credit Union in San Jose, CA.

“We can process loans much faster 
than our major bank and mortgage 
banking competition.”

I’m not naïve enough to think that 
retaining, never mind growing, market 
share will be easy for credit unions, 

and neither are the people I met at the 
ACUMA workshop. Getting beyond 
7% will be “an uphill climb,” one of the 
participants said to me. 

Getting to 7% took a relatively short 
period of time, so it’s reasonable to 
expect the next move forward will take 
some time. But it will happen. 
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You hear a lot about due diligence 
when LOS shopping and what to look 
for in a vendor partner such as the 
company’s financial health, product 
references, features and functionality, 
but you don’t hear much about the 
backend technology aspect of the 
process. As a technology provider, we 
have encountered very experienced IT 
teams and lenders that have little to 
no in-house IT staff. 

Most inquiries we receive have gen-
eral hardware/software environment 
questions, like: “Does the vendor re-
quire remote access to the system to 
provide support?” or “Are you a Mi-
crosoft certified vendor?” Good ques-
tions, but not exactly ones to prove a 
vendor’s technical astuteness or their 
ability to provide a product that can 
evolve as needed.

Lenders with seasoned IT staff 
should always consult with them re-
garding technology needs before the 
LOS search begins. In-house IT staff 
is a great resource and can weed out 
vendors since they are typically ex-
posed to products used throughout 
the organization and not just focused 
on a single function.

During the LOS search, the IT staff 
is usually brought into the review pro-

cess late in the race, but getting their 
requirements early can be a game 
changer. I know from experience from 
being on both sides of the track that 
the IT group is frequently the toughest 

to please. And they should be, IT is 
usually the first line of support for end 
users and they need an extremely high 
level of confidence that the vendor 
knows what they are talking about.

The three main areas the technical 
team should review when evaluating 
a LOS are System Speed, System 
Security and Ease of Installation and 
Maintenance. 

The technical team should feel 
comfortable about how data moves 
through the application and databas-
es before being delivered to the end 
user. Has the vendor incorporated 

anything into the application for data 
compression, database indexing, 
etc.? Understanding all the areas the 
application can have speed issues 
will allow you to better evaluate all the 

LOS options on the table in an equal 
manner.

The second, and potentially most 
important, area that IT should review 
during an LOS search is security. Ap-
plication security and hosting security 
if the LOS is being delivered uses a 
SaaS (software as a service) model.  

Determining how users authenti-
cate to the application, how data is 
processed throughout the applica-
tion, and how the data is stored are 
all-important parts of a security re-
view. A critical point to review is direct 
database access from outside of the 

trusted network. End users should 
not be able to directly connect to the 
production database or perform que-
ries on it. Another area to review is the 
data transfer methods: does the traf-
fic move in a secure and encrypted 
manner (i.e. SSL, HTTPS). By under-
standing the security surrounding the 
application and data center, you can 
become more confident of the ven-
dor’s ability to provide a highly avail-
able and secure application.

There are four key elements of host-
ed data security: availability, integrity, 
confidentiality, and traceability. Data 
availability ensures continuous access 
to data even in a disaster. Data integ-
rity guarantees the data is maintained 
in its original state and not jeopar-
dized. Data confidentiality means 
information is available or disclosed 
only to authorized individuals, entities, 
or IT processes. And data traceability 
means that the data and transactions 
are authentic and that both parties in-
volved are who they claim to be. Since 
the LOS contains personal informa-
tion such as social security numbers, 
names, and addresses, your vendor 
should be doing annual third party 
audits to verify that the controls are in 
place to protect your data. The audit 
you are looking for and should request 
is called the SSAE 16 (SOC 1 Type 2), 
formerly SAS 70.  

The final LOS component to look for 
from a technical perspective is ease of 
installation and maintenance begin-
ning with the application architecture. 
What’s the technology stack? I.E., is 
the product Windows based using IIS 
or is it Linux based and uses Apache? 
If not hosted, understanding how the 
application can integrate into your ex-
isting infrastructure and have a major 
impact on a successful technical im-
plementation is important.  

Secondly, ask how the application is 
installed and deployed to the end us-
ers: Is it Web-based, deployed through 
terminal services (like RemoteApp or 
Citrix), or a fat client? Each type has 
a different level of support required 
for updates, maintenance, and de-
ployment, so it is important to know 
how it works in real-life. Understand-
ing how the application is delivered 
and communicates between the end 
user and the application servers/data-
base may have a strong impact on the 
deployment method, especially if the 
users are not in a single geographic 
location. Lastly, how is the applica-
tion maintained and updated? Does 
the vendor provide clear documenta-
tion or resources? The technical team 
should feel confident they can sup-
port the infrastructure side of the LOS. 
This could be a pivotal decision point 
where you decide to choose a SaaS 
option.

In the end, by doing thorough tech-
nical due diligence and including your 
technical staff in the process, you will 
be positioned to stay 
in front of the pack 
and win. 

THE WIN?
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(continued from P1)
I’ll let others debate the pros and 

cons of all this new regulation. I’m not 
one to bellyache, I’d rather find the 
best way possible to thrive in any en-
vironment. One rule that I think a lot 
about is the HUD Final Rule on Dis-
parate Impact under the Fair Housing 
Act. The final rule states that a prac-
tice is deemed to have a discrimina-
tory effect “where it actually or pre-
dictably results in a disparate impact 
on a group of persons or creates, 
increases, reinforces, or perpetuates 
segregated housing patterns because 
of race, color, religion, sex, handicap, 
familial status, or national origin.”

According to the final rule’s pream-
ble, certain commenters asked HUD 
to remove the word “predictably” 
from this language, because it would 
make good faith compliance difficult 
and could occasion claims that are 
too speculative.

HUD disagreed, concluding that 
the language of the FHA supports 
the view that the Act prohibits actions 
that will have predictable discrimina-
tory effects.

As a result of this rule and others 
like it, I want to incorporate into our 
company the mentality that not only 
can we comply with fair lending, we 
can make it a strength. I agree the 
way that HUD has set up disparate 
impact creates challenges, but that 
said, I think we can turn this into an 
advantage for our companies and 
our industry.

How do we do that? I’ll give you 
an example. We at LeaderOne want 
to help everyone get a home loan, 
but we realize that some people are 
just not ready. Therefore, if during 
the loan consultation the client is not 
mortgage ready, our loan originator 
staff will develop an action plan for 
homeownership, and direct them to 
a HUD-Certified Homebuying Coun-
selors.   Several Consumer advocacy 
groups have said that there is a 20% 
increase in the number of people who 
stay in their homes and make their 
payments if they go through HUD-
Certified homebuying counseling. 

This action plan provides the follow-
ing for the consumer’s benefit and ours:

• The client is provided profes-
sional budgeting counseling 
from the HUD provider. 

• Additional financial education is 
obtained by the consumer prior 
to the consummation of a mort-
gage.  

• As the lender, we have done 
our best under the ATR (Ability 
to Repay) to provide mindful as-
sistance to help the homeowner 
achieve optimal results prior to 
buying a home.

Should the client fall into financial dis-
tress after the loan closes, we will miti-
gate our default risk by engaging the 
HUD-Certified Counselor, who will help 
our mutual client get back on track.  If 
the client were to default and claim re-
buttable presumption, our compliance 
management system over qualification 
protocols would demonstrate the best 
interests of the consumer.

How do we make all of this pos-
sible? We request that the HUD-Cer-
tified Homebuying Counselors tell us 
when the borrower is ready and has 
the ability to repay a loan. This prac-
tice, in my view, should be a part of 
every lender’s process. 

Fair lending should be a mindset 

that goes through every aspect of 
your company. We at LeaderOne 
already do secret shopping on all of 
our loan officers to ensure fair lending 
there. It surprises me that most lend-
ers don’t.

If you think about it, I as a lender 
have to deal with HUD’s definition of 
doing safe and sound loans. If I set up 
an arbitrary policy that we won’t do 
any loans with borrowers that have a 
credit score under 660, for example, 
if that impacts minorities or lower-
income individuals more than others I 
can be accused of disparate impact.

We at LeaderOne use technology 
like Optimal Blue to check our pric-
ing and we use Motivity Solutions 
as our business intelligence layer to 

do further checks. However, it’s not 
just about technology, it’s about hav-
ing the right policies and procedures 
in place. We want to take as many 
proactive steps as possible to get 
people into loans that they deserve 
and qualify for.

How do we as an industry do just 
that? I would tell my peers that when-
ever you have loan officers that get to 
choose where they go, you have to 
make sure that they go everywhere. 
Here in Kansas City there are parts of 
the city where people don’t want to 
live because there’s high crime and 
high poverty levels there. A typical 
loan officer may not go to those ar-
eas because they assume that there 
aren’t any creditworthy borrowers 

living there. That’s wrong! There are 
creditworthy borrowers there, there 
just may not be as many. Loan offi-
cers have to go into those areas in 
order to truly be a fair lender.  Send-
ing borderline borrowers to HUD-
Certified Homebuying Counselors, as 
I suggested earlier, can help secure 
a successful start for our borrowers, 
as well. Fair lending requires a new 
mindset. 
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(continued from P1) 
I was covering the housing and 

mortgage markets when no one 
knew what Fannie Mae was. In-
deed, most folks thought it was the 
candy company, and couldn’t figure 
out what it was doing in the mort-
gage business.

Now, the very names Fannie Mae 
and Freddie Mac strike fear in the 
hearts of mortal taxpayers. Accord-
ing to research released this sum-
mer by the American Action Forum, 
a majority of voters — three out of 

every five — have what we shall call 
“a tarnished” view of the two gov-
ernment-sponsored enterprises.

Sure Fannie and Freddie stum-
bled. Well, crashed might be a bet-
ter word.

In an effort to maintain market 
share nearly a decade ago, they 
followed subprime lenders into the 
abyss. And when housing prices 
collapsed, so did the agencies. Big 
time! So big time that they were tak-
en into conservatorship by their reg-
ulator, the Federal Housing Finance 

Agency, where they still reside to 
this day, six long years later.

Worse, they have yet to recover 
in the public’s eye. According to 
the AAF study, 52 percent of those 
polled favor phasing out the compa-
nies. Hey, when Jay Leno’s mono-
logue includes jokes about Fannie 
Mae, you know the once little known 
and little understood GSEs have 
reached the public consciousness 
— and not in a good way.

But hold on just a minute. The 
last time I looked, Fannie and Fred-
die were pretty healthy again. At last 
count, they had turned back to Un-

cle Sam a good chunk of the bailout 
cash they received from the federal 
Treasury. So far, Fannie has repaid 
$95 billion of the roughly $116 billion 
it received, while Freddie has repaid 
about $37 billion of the $71.3 billion 
it received.

At the same time, the two GSEs 
latest book of business is better 
than it has ever been. Indeed, ac-
cording to Fitch Ratings, the quality 
of agency loans has been notably 
better since the start of 2009, re-
flecting, among other things, better 
credit quality and improved under-
writing controls. And if the housing 
market doesn’t hit the skids again, 
there’s no reason to think this will 
change.

So I ask once again — why are 
we throwing these babies out with 
the bath-water? I have to presume 
the FHFA has already shrunk them 
to their ideal fighting weight. So why 
not turn them loose? Let them fly 
with a mandate that they no longer 
have the government’s backing. Or 
with the understanding that Uncle 
Sam will stand behind the next ca-
lamity to only a minor degree. May-
be even require that they purchase 
only loans in which lenders maintain 
a small portion of the risk.

Or maybe we combine the two 
companies and then cut the cord. 
Why did we need two government-
sponsored mortgage entities in the 
first place? I vaguely remember 
something about why. But that was 
then. This is now. So, perhaps a 
better question is why do we con-
tinue to need two? And why do we 
need two black-box automated un-
derwriting systems? Pick the best, 
or combine the two and get it on.

This isn’t Major League Baseball. 
We don’t need two leagues, one with 
a designated hitter and one in which 
the pitcher hits for himself. We need 
one league, and there’s enough left 
of both Fannie and Freddie to create 
a good one. With a little more guid-
ance than before, of course. 
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Due to the changing financial indus-
try landscape Capachin was quoted 
as saying, “One of the predictions 
we had last year focused on IT reli-
ability, and this topic will influence our 
upcoming 2013 predictions as well. 
We predicted that in 2012, IT reliabil-
ity would become a major risk factor, 
mainly due to the age and complexity 
of key systems. Sad to say, we had 
some very public technology outages 
in 2012.

“Financial institutions have long 
‘wish lists’ of technology projects, 
but they continue to be constrained 
by tight revenues and the need to 
ensure all compliance and security 
issues are addressed.”

How will that spending break 
down? The largest financial institu-
tions are seeing slower growth rates 
in technology spending than their 
smaller counterparts. According to 
IDC Financial Insights, the next tier 
of banks, those between $1 billion 
and $10 billion, will have the largest 
percentage increases in technology 
spending in 2013, 2014 and 2015.

It’s about time. It’s wonderful that 
we’re seeing more spending. How-
ever, to get back to my earlier point, 
technology isn’t the answer to all of 
the world’s problems, least of all how 
to lend more efficiently. Lenders can’t 
wave the technology magic wand 
and expect every ill to just go away. 
When thinking about technology, I 
would tell lenders to pay attention to 
the three “Bs.” Here’s what I mean:

Be Smart. I’m a writer. I liter-
ally live, sleep and breath Microsoft 
Word. Given the sheer amount of 
time that I spend using this program, 
you’d think that I know it inside and 
out. That’s not the case. I use it as 
a glorified word processor, but Word 
does much more. The point that I’m 
trying to make to the lenders reading 
this is that before you invest in a new, 
sparkly piece of technology, make 
sure that you’re using your existing 
technology to the fullest.

Be Strategic. Don’t play follow 
your neighbor just to follow your 
neighbor. During the subprime boom 
we saw a lot of lenders offer more 
creative loan products because the 
lender down the street was offer-
ing some and they feared that they 
would be run out of business. The 
same goes for technology. Lenders 
should not buy technology because 
their neighbor has that same tech-
nology. Lenders should look at their 
mortgage process and seek to im-

prove it by embracing technology.
Be Savvy. We all know that the 

future regulatory environment as 
it pertains to lending is uncertain. 
So, why spend all of your time 
wasting your existing technology? 
Think to yourself: How can I make 
the whole process of originating 
a loan more efficient? Don’t just 
chase one problem or another, 
look at everything. Put it all on the 
table. And while you’ve got every-

thing on the table, invest in flexible 
technology that not only helps you 
today, but also is equipped to pre-
pare you for the future.

So, by all means, I encourage lend-
ers to spend more on technology. 
However, when you part with those 

dollars please be smart, be strate-
gic and be savvy. Spend often, but 
spend wisely. 
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(continued from P1) 
A slow but steady decline in 

homeownership. Yes, that sounds 
dreadfully pessimistic, but do the 
math and you will realize that it adds 
up. Tomorrow’s homeowners (a.k.a. 
today’s college students) are going 
into adulthood with record levels 
of debt (mostly from their student 
loans) and new jobs that offer dis-
mally low pay. Indeed, most of the 
new jobs being created by the cur-
rent economy are too low for com-
fort. Unless there is a dramatic turn-
around in the economy and 
wages begin to skyrocket, 
these Americans will be stuck 
in crummy salaries and re-
quire excessive borrowing 
(a.k.a. more debt) to obtain a 
decent standard of living.

If the homeownership 
regulations put into place by 
the Dodd-Frank Act and the 
Consumer Financial Protec-
tion Bureau remain intact, the 
future will see a growing num-
ber of financially strapped 
people who cannot possibly 
obtain mortgages. When that 

wave of poor non-homeowners has 
its own children, there will be two 
generations of Americans relying on 
wages that are historically low within 
the comforts of rental residences. 
These successive generations will 
be lucky if they can put food on their 
tables, let alone make mortgage 
payments.

Fewer lenders originating 
mortgages. There are three ele-
ments at work here. The first is 
the level of mergers and acquisi-
tions within the financial services 

world, which has become more 
pronounced since the 2008 crash 
and shows no signs of abating. This 
translates into less competition for 
home loans.

The second element will be the 
gradual withdrawal of community 
banks from the residential mortgage 
market. Many of these banks were 
hobbled by the 2008 recession, and 

their viability continues 
to be burdened by the 
Dodd-Frank regulations; 
the legacy regulations 
of the Community Rein-
vestment Act only add to 
their grief. Customer loy-
alty, which has long been 
a hallmark of these finan-
cial institutions, will erode 
as the Internet-obsessed 
younger borrowers click 
about online in search of 
the best possible deals. 
Community banks will 

probably focus on commercial real 
estate lending and other activities, 
ceding the residential market to the 
larger lenders.

And the third element will be the 
conspicuous absence of new lend-
ers entering the market. The regu-
latory burden placed on financial 
institutions will be the most acute 
deterrent in encouraging de novo 
institutions from taking root. Unless 
there will be an unexpected explo-
sion of deep-pocketed masochists 
ready to deal with this compliance 
nightmare, the future will see an ab-
sence of new lenders entering the 
field.

The gradual disappearance 
of branch offices. We are already 
seeing a spike in the number of loan 
applications coming via the Internet, 
especially from the under-30 crowd. 
Online banking offers 24/7 opportu-
nities, and Net surfers seeking a hu-
man interaction have no problems 
having their questions answered 
by friendly call center operators in 
Mumbai or some other far-flung lo-
cation. This approach offers effec-
tive solutions without the expenses 
associated with the brick and mor-
tar retail environment.

The continued presence of the 
federal government in housing 
finance. Ronald Reagan once re-
marked that, “a government bureau 
is the nearest thing to eternal life 
we’ll ever see on this earth.” That 
certainly applies for Washington’s 
involvement in the national housing 
finance environment.

Despite the current talk of winding 
down the government-sponsored 
enterprises, I suspect that this will 
never get beyond the talking phase 
– it is wholly antithetical to the bu-
reaucratic mind to take Uncle Sam’s 
hands off the economic steering 
wheel and allow the private sector 
to drive the nation. Come 2113, our 
successors will still be debating how 
to get rid of Fannie Mae and Freddie 
Mac and how to bail out the Federal 
Housing Administration.

That doesn’t sound like a very jolly 
century to come, eh? But perhaps 
the French poet Paul Valery said it 
best: The trouble with our times is 
that the future isn’t what it used to 
be!  
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