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Tomorrow's 
Mortgage QC
By Sanjeev Malaney

The wake of the housing crisis bore an ava-
lanche of regulatory changes, which has resulted 
in soaring compliance risks and operational costs. 
Lenders are increasingly concerned about data in-
tegrity and quality control during the loan process, 
and this focus on data integrity 
has significantly increased total 
loan production costs. Given 
the increased costs associ-
ated with complying with ever-
changing regulatory require-
ments, total loan production 
costs are not only soaring, but 
in many cases rising compli-
ance costs have made loan 
origination unprofitable. 
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A Must Have 
For 2015 
By Kathleen Mantych

As the industry closes out 
2014 and begins preparation for 
the unprecedented changes coming in August 2015, 
we must take a hard look at the “must haves” to be 
adequately equipped. The combination of dynamic 
technology and “defendable” compliant content are 
paramount for implementing the Loan Estimate and 
Closing disclosures. That said, let’s take a closer look 
at the two major components of what will need to be 
in place for lenders and for the 
integrated disclosures to work.

Are You 
Ready?
By Deana elKinS

In November 2013, 
the Consumer Financial 
Protection Bureau (CFPB) 
introduced the Real Estate 
Settlement Procedures 
Act-Truth in Lending Act 
(RESPA-TILA) Integrated 
Disclosure Rule – the first new act of mortgage 
disclosure regulation in 43 years. The CFPB’s 
goal in creating the Integrated Disclosure Rule is 
to better protect consumers and eliminate con-
fusion surrounding disclosures from the Federal 
Deposit Insurance Corporation (FDIC) and the 
Department of Housing 
and Urban Development 
(HUD), as well as RESPA 
and TILA.

Coming of Age: 
Digital Mortgage
By Dan Green

The digital mortgage is nothing new.  Lenders be-
gan talking about the fully paperless, all-electronic 
loan at the dawn of online lending more than a de-
cade ago.  A few have made the leap; their borrow-
ers self-originate, their teams ‘screen-process’ rather 
than folder process, and closing documents are de-
livered electronically in advance of closing.  Closing 
takes place with the stroke of a digital pen or with a 
finger signature on a tablet computer, just like pay-
ing a barista for that morning latte.  The resulting 
closed loan then takes a cyber-trip to its investor.  All 
very neat, very clean and with nary a ream of paper 
disturbed.

 The digital mortgage is now more hard fact than sci-
ence fiction.  We believe the digital mortgage will come 
of age in 2015 not merely because it is possible, but 
rather because three converging factors now make it 
necessary.
Factor 1: today’s Borrower

Meet the Millennials: your newest borrower demo-
graphic and the largest group since the boomers.  
When economists talk about household formation, they 
are largely talking about this group of potential borrow-
ers.  Born in the early 80s to the early 2000s, its older 
members are beginning to look at homeownership in 
increasing numbers for some of the same reasons their 
parents did.   With the added incentive of rapidly rising 

rental rates, Millennials are discov-
ering it is cheaper to own rather 
than rent a home.  

One of our Millennial teammates 
just bought her first home.  She 
had a secondary goal in mind with 
this purchase: To learn as much 

about the financing process first-
hand as possible. 
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A Look Forward
Ron Ahlensdorf Jr., President of Summit Valuations, LLC, a full service valuation 

company, told his firm’s staff and clients in an e-mail today that in 2015 the home 
finance industry would be impacted by three major trends which, taken together, 
would spell more opportunities for firms like his as well as the mortgage loan ser-
vicers and investors they serve.

“Market forces will complete the work of shifting the industry away from massive 
industry giants to smaller firms in 2015,” Ahlensdorf wrote in the letter. “We saw 
this a couple of years back when loan origination fell off at the big banks, open-
ing the doors for smaller community banks and credit unions, and we saw it again 
last year with the shift from big bank loan servicing operations to smaller non-bank 
servicers and special servicers. In 2015, we see a similar shift away from very large 
property valuation providers to smaller, more nimble shops.”

According to Ahlensdorf, the first trend is all about volume. At the height of the 
foreclosure crisis and shortly thereafter, servicers were sending tens of thousands 
of orders out to BPO shops for valuations. Even the largest of these companies 
was overwhelmed and over time the quality of the results suffered. While that wave 
has crested, the next one is already upon us as investors continue to buy up un-
dervalued housing inventory for rental stock.

“Volume is both friend and foe in our industry,” Ahlensdorf said. “While higher 
volumes mean more business for everyone, those firms that are ill-equipped to 
deal with the increased work run high risks. That can also create higher risks for 
the companies they serve.”

Over the past couple of years, buy to rent investors have snapped up hundreds 
of thousands of properties around the country, but as the inventory of distressed 
properties diminishes and home prices rise, these investors are taking more time 
for their deliberations. This gives rise to the second trend, which is that opportunity 
is shifting away from the industry’s largest firms in favor of smaller, more nimble 
competitors, as companies seek out quality vendors.

“When deals were very affordable, it was easier to take risk and absorb any 
losses caused by bad collateral valuations, but as prices have risen this has fallen 
out of favor with these buyers,” Ahlensdorf said. “This has led to a flight to quality 
in the collateral valuation space and sent a lot of work to smaller companies that 
have a lower ratio of orders to employees.”

Today, Ahlensdorf says investors are seeking out viable partners who have a 
track record and suitable technology, but also sufficiently trained staff to provide a 
quality product. They want reports that are easy to read, informative and available 
whenever they want to access the data. Summit is already winning new business 
as a result of this trend and Ahlensdorf says his com-
pany is poised to see strong growth in 2015.
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Increasingly complex REO invento-
ries complicated by ongoing market 
pressures and a more demanding reg-
ulatory environment are placing asset 
managers under significant pressure 
to compliantly reduce REO inventories, 
while minimizing portfolio losses. This 
REO environment will continue to drive 
the agendas of asset managers and 
their REO asset management partners 
as both work to improve and stream-
line REO disposition processes.

In these extreme market conditions, 
it has become increasingly difficult to 
sustain property-specific marketing 
strategies. Time constraints and sheer 
number of regulatory requirements re-
duce the focus on individual properties 
in favor of volume-driven approaches. 
Ironically, the resulting one-size-fits-all 
solutions have often had the opposite 
of their desired effect, leading to lon-
ger disposition cycles and lower selling 
prices.

To improve REO marketing and 
disposition results, stronger field 

execution is paramount. Servicers 
need to look for an REO asset man-
ager with a nationwide network of 
field service specialists who can act 
quickly and effectively to optimize the 
value and marketability of their REO 
properties.

This involves much more than simply 
securing and maintaining the physical 
asset. The provider must be staffed 
with REO professionals – including 
vendor management specialists and 
broker specialist teams – capable of 
working closely with real estate profes-
sionals, vendors, title companies, law 
enforcement officials and attorneys 
to assure better outcomes at every 
phase of REO asset disposition.

Using a National REO company that 
has an army of local broker’s rather 
than an arm’s length National Broker 
with little to no local expertise, signifi-
cantly enhances the asset manager’s 
return on property sales.

The local real estate agent has 
a better knowledge of prospective 

purchaser expectations, such as price 
in relations to neighborhood values 
based on past neighborhood sales 
and expected amenities which trans-
late into a higher sales price and a 
quicker turnaround time.

A nationwide network that includes 
both local brokers and field service 
professionals provides an up-close, in-
formed view of each property, particu-
larly if the asset manager also provides 
upstream pre-foreclosure services. 
This early and ongoing exposure arms 
the asset manager with the property-
specific knowledge and experience 
needed to apply the most efficient and 
effective approach for each asset in 
the lender’s REO inventory.

In addition, field service companies 
must demonstrate the ability to handle 
both quantitative (volume) and quali-
tative (depth of service) market de-
mands. Meeting this dual-track chal-
lenge requires a large, nationwide field 

service team? The key is rapid deploy-
ment of field resources on a neigh-
borhood-by-neighborhood, property-
by-property basis. Providers who can 
perform at this level are re-defining re-
sponsive REO service.
end-to-end control

Asset managers can expect a num-
ber of benefits as they strengthen re-
lationships with asset management 
companies capable of working effec-
tively across both REO and pre-fore-
closure fronts:

Smarter Property Marketing – 
Experience-based knowledge of each 
property and neighborhood leads to 
smarter valuations and more produc-
tive selling strategies. With in-depth 
REO expertise and proven strength on 
the ground, well-integrated asset man-
agement firms are able to create and 
apply the right marketing approach for 
each REO property.

Pre-Marketing – With in-depth, ex-

perience-based knowledge acquired 
before a property becomes part of 
the client’s REO portfolio, asset man-
agement companies offering both 
pre- and post-foreclosure services are 
uniquely positioned to create and ap-
ply the right marketing approach for 
each REO property. This includes rec-
ommending auction or traditional sales 
methods, preparing detailed property/
market analysis, as well as providing 
turnkey auction management or as-
signing a broker, as appropriate.

Marketing – REO asset managers 
who can offer comprehensive property 
marketing services are helping REO 
properties return maximum market val-
ue in minimum time. Qualified provid-
ers offering direct local execution and 
oversight can mount complete mar-
keting campaigns, including detailed 
weekly marketing reports. Most impor-
tant, they can and assume full respon-
sibility for individual broker monitoring/
evaluation, a distinct advantage over 
the arms-length relationships charac-
teristic of many REO asset disposition 
programs.

Effective marketing is critical to 
successful REO asset disposition. 
However, to be consistently effective, 
REO Marketing is best understood as 
part of the overall asset management 
process, not a substitute for it.

Reduced Costs – Lower commis-
sions and/or fees, economies of scale, 
and stronger asset control with fewer 
compliance problems deliver substan-
tial cost-saving potential.

Shorter Asset Resolution Cycles – 
Actively managed brokers move REO 
properties in less time than do un-
managed brokers. Working with asset 
managers offering direct local monitor-
ing of individual brokers, lenders can 
expect to move properties in 90 days 
or less. Re-assigning unsold prop-
erties to new brokers – a costly and 
time-draining process – is rarely need-
ed. In addition, when resources are fo-
cused at the neighborhood and indi-
vidual property level, there is a greater 
incidence of properties selling above 
asking price.

Lending Solutions from

Manage every interaction in the loan life cycle and 
gain unprecedented transparency across systems, 

departments, customers and requirements. 
The result: greater efficiency, responsiveness  
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tomorrow’s 
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today.

© 2014 Fiserv, Inc. or its affiliates.
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One of the less frequently dis-
cussed requirements of the CFBP 
is that companies have in place a 
Compliance Management System.  
This has resulted in a lot of concern 
and confusion about what exactly they 
are requiring. Typically when discus-
sions involve the term system, most 
often it is a discussion about technol-
ogy.  Yet it is commonly assumed that 
this is not a requirement to implement 
an entire new technology platform fo-
cused on meeting all the regulations. 
In fact, not all the regulations have 
been finalized.  Therefore even though 
there is great concern about making 
sure the requirements are met, this re-
quirement can’t be about technology.  
So what in fact is this requirement all 
about?  Let’s break it down:
what is a system?

When it comes to understanding 
what the CFPB means when it requires 
a “management system” lenders must 
remember that the term system is far 
broader that just a technology plat-
form.  A system is a set of principles 
according to which something is 
done.  In the business world it is the 
set of values and possibly a mission 
statement under which the business 
operates.  Imbedded in this set of prin-
ciples are the goals and objectives of 

the company.  These typically revolve 
around the expected results of the 
company and generally focus on three 
sets of stakeholders.  These include 
shareholders who are expecting a 
good return on their investment, cus-
tomers who expect that the products 
and/or services promised will be pro-
duced and the members of the orga-
nization.  Turning these principles into 
the expected results is the “system” 
under which the company operates. 

While some business systems are 
relatively simplistic, most are very com-
plex, having numerous functions oper-
ating together to produce the desired 
result.  This complexity is addressed 
through operational functions such as 
marketing, production, financial man-
agement, risk management and regu-
latory compliance.  In order to ensure 
that all functions are working in an ef-
fective manner, a coordinated monitor-
ing and feedback system is put in place.  
Part of this system’s management re-
sponsibility is developing the goals and 
objectives for the organization.  Flowing 
from these goals and objectives are the 
development of which products and/or 
services will be produced.  

Designing the product/service that 
the company will produce is typically 
the responsibility of individuals with 

significant knowledge about the com-
pany’s goals and how such products/
services are generated.  In most man-
ufacturing companies this is the work 
of the engineering team.  In mortgage 
banking however, we look to credit 
policy and secondary marketing ex-
perts for this design work.  Their work 
results in the specifications of what is 
going to be produced and is most fre-
quently seen as policy statements and 
requirements.   

Once the product and/or service pol-
icy has been designed, the operational 
units must produce the corresponding 
operational functions.  For example, if 
the product policy statement contains 
requirements which include ensuring 
the integrity of the data, then the opera-
tional staff must incorporate a process 
to make this happen and document 
it through a procedure that is given to 

the operations staff to follow.  An inte-
gral part of this development process is 
the identification, selection and imple-
mentation of the technology that will be 
used in conjunction with the production 
of the products.

In both of the systems involved in 
mortgage lending (production and 
servicing), there are numerous over-
lapping procedures that must also be 
incorporated into the final product.  
Operation management must ensure 
that these overlaps are clarified and 
consistent among all staff and are 
grounded in the organization’s poli-
cies and procedures.  In other words, 
can management demonstrate how a 
policy is actually implemented in the 
procedures across all operational units 
used by the company?  Among these 
overlapping functions are risk, ac-
counting and regulatory compliance.    
Because of all these overlapping sys-
tems, mortgage lending and servicing 
is an extremely complex business and 
requires highly complex systems to 
make it work.  It is also why a man-
agement system is an essential part of 
the business.  
PurPose oF a management 
system

All business have some type of 
management system.  They can be 
as simplistic as having one person de-
ciding the goals of the business and 
then determining how those goals are 
to be met. This individual must also 
determine what risks the organiza-
tion faces in meeting these objectives 
and how these risks will be addressed 
as well as monitor the output of the 
operational processes and direct any 
changes that are necessary to meet 
the goals and objectives.  However in 
a business as complex as mortgage 
lending, it is impossible for one indi-
vidual to accomplish this and most 
frequently there are several key mem-
bers in the organization with specific 
responsibilities.   

While not always recognized as a 
“system”, the interaction between 
these individuals is the leadership that 
successful companies require.  If one 
of the functions within a leadership 
system overwhelms all other functions 
the result is typically an organization 
that fails to meet its overriding respon-
sibilities for its shareholders, custom-
ers, regulators and/or employees. 

Contact Mortgage Builder today and learn more about 
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What is a Management System?
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My mother was a young woman 
in the early 1950s, which was the 
McCarthy era in the United States. 
I once asked my mother about why 

more people did not speak out against 
McCarthy and his reckless demagogu-
ery. She stated that McCarthy and his 
supporters created such an oppres-
sive political environment that any-
one who openly spoke against them 
was viewed with suspicion as being a 
traitor.

And, she added, McCarthy had 
plenty of supporters. My mother re-
called a co-worker of hers from that 
distant era who viewed McCarthy at a 

deity level – and this co-worker spoke 
of the Red-baiting senator with such 
fervid adoration that everyone around 
her was genuinely afraid of contra-

dicting her adoration. Indeed, peo-
ple would rather grit their teeth and 
suffer in silence than openly call out 
McCarthy as being a bully and a fraud.

For the past few years, I have open-
ly called out Richard Cordray and his 
Consumer Financial Protection Bureau 
(CFPB), along with his supporters and 
mentors – most notably Massachusetts 
Senator Elizabeth Warren – as doing 
damage to the economy through reck-
less action and ridiculous statements 

that have no backing in fact. But, then 
again, I have the liberty of speaking 
out as a member of the media – those 
who have to answer to the CFPB have 
mostly gritted their teeth and suffered 
in silence, not unlike too many of the 
McCarthy haters of a distant era.

The tragedy of the rise of the CFPB 
was the reality that the CFPB could 
have easily been smothered to death 
before it was allowed to come alive 
via the Dodd-Frank Act. In the after-
math of the 2008 crash, the financial 
services industry was ridiculously quiet 
as Chris Dodd and Barney Frank – fu-
eled by Elizabeth Warren’s inane anti-
capitalist mania – brought forth this 
regulatory atrocity. Compare the inertia 
of the financial services industry dur-
ing this period to the gun lobby’s re-
sponse to congressional efforts in the 
aftermath of the Newtown shootings 
to pass gun control laws. We have the 
Dodd-Frank Act – we don’t have fed-
eral gun control laws. The difference is 
quite stark: the gun lobby fought for 
what it believed in, while the financial 
services world followed the lead of too 
many people in the McCarthy era and 

grimly endured the madness dumped 
upon them.

The CFPB, of course, could have 
been stopped at several times. 
President Obama’s recess appoint-
ment of Richard Cordray into the bu-
reau’s directorship was a blatant vio-
lation of Constitutional law, but the 
industry chose to accept it. A small 
Texas community bank tried to void 
the Cordray appointment via the 
courts, but the industry refused to 
support that effort. And the CFPB sec-
ond banana Steve Antonakes openly 
insulted the industry at a mortgage 
servicing conference last year, the in-
dustry stoically absorbed his wrath – 
even though his argument of servicing 
incompetence was contradicted by his 
own agency’s data.

This month, Capitol Hill looks a 
little different: both the House of 
Representatives and the Senate are 
controlled by the Republicans. The 
House GOP has been much more 
critical of the CFPB, of the ineptitude 
of the Cordray leadership at that agen-
cy, and of the excesses of the Dodd-
Frank Act. The Senate GOP has been 
less vocal, if only because too many 
Senate Republicans are too busy 
primping for the cameras while chas-
ing quixotic presidential aspirations.

Nonetheless, this change in the po-
litical schematics on Capitol Hill en-
ables a new attempt to openly chal-
lenge the CFPB’s reign of error. But 
this can only succeed if the industry 
stops being afraid of the agency and 
supports whatever efforts are put forth 
to defang the CFPB.

Obviously, it would not be an easy 
fight – the White House likes this nasty 
status quo and would veto any ma-
jor overhaul legislation. And the main-
stream media is too blind to the con-
cept of the CFPB that it will not ac-
knowledge the reality of the agency’s 
overreach and mismanagement. But, 
damn it, isn’t it time for the industry 
to open admit what too many people 
have been saying among themselves 
for too long: the CFPB is suffocating 
the housing industry and ruining the 
economy, and the Cordray regime 
cannot run the agency in a cost-effec-
tive manner.

Let’s make 2015 the year when the 
industry stops making the same mis-
takes again and starts to stand up for 
its principles and against a bullying 
regulatory agency that does not have 
anyone’s best interests in mind – least 
of all the U.S. consumers. If the new 
Congress makes a concentrated effort 
to challenge and overhaul the CFPB, 
the industry needs to be vocal in fight-
ing this good fight and creating an en-
vironment that benefits both consum-
ers and lenders.

If any lesson can be learned from 
the McCarthy era, it would be that hor-
rible political figures do not exist in a 
vacuum. They only thrive when people 
are terrorized into not speaking out 
against them. This is 2015 – let’s make 
this new year the one when the CFPB 
gets the wind taken out of its sails. 
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I sometimes think we get the 
wrong idea about what it means to 
be a leader. The images we conjure 
up in our minds are of outspoken 
revolutionaries cajoling crowds into 
rebellion or courageous generous 
with booming voices rallying troops 
for battle. The leader is typically out-
spoken, likes to be the center of at-
tention, and never admits to being 
wrong. The leader is never a work-
in-progress; rather, he or she is the 
embodiment of perfection--the ideal 
for which we all strive.

We may think of this sort of lead-
er when we imagine leadership in 
our minds but, in reality, none of us 
wants to be led by this kind of leader. 
We don’t want to be led by some-
one who is so high above us and 
outside of our realm of experience. 
We find it intimidating and even pre-
tentious. No, we prefer a leader who 
is more down to our level--someone 
we can relate to. We want someone 
who understands our situations and 
can empathize with our experienc-
es. What kind of leader do we want 
to follow? In short, we want to follow 
a leader who listens...

Listening, I’ve come to believe, is 
the most under-appreciated skill of 
all. We often think of a leader as be-
ing a good communicator, but what 
we usually mean is a “good speak-
er.” But listening is an even more im-
portant part of communication than 

speaking. Most people want to talk 
and, if you can be the one who lis-
tens, you’ll gain their respect very 
quickly. As Dale Carnegie famous-
ly said, “If you aspire to be a good 
conversationalist, be an attentive 
listener. To be interesting, be inter-
ested. Ask questions that other per-
sons enjoy answering. Encourage 
them to talk about themselves and 
their accomplishments.” Listening is 
the soul of communication.

But listening isn’t only about com-
munication. You listen, not just with 

your ears, but with your life. When I 
say “listening,” I mean being open 

to information. It means recogniz-
ing when you’re wrong about some-
thing, fixing it, and moving on. It 
means noticing a new trend in the 
marketplace, a new application of 
technology, or a new problem in the 
relationship dynamic of your team. 
Listening is about openness. It’s 
about being flexible and respon-
sive to your environment rather than 
bumbling through it and persistently 
headstrong fashion. Listening is the 
foundation for growth.

People don’t want to follow a 

leader who is perfect, because they 
know that no such leader exists. 
However, people do want to follow 
a leader who is constantly improv-
ing. And, in order to grow, you have 
to approach your work and your life 
with your ears open. Can you imag-
ine how people on your team would 
respond if you paid more attention 
to them and started listening even 
more than you do now? How much 
more appreciated might they feel? 
How much more respect might they 
have for you? What new ideas might 
come to the surface? 

The potential benefits from be-
coming a better listener are endless. 
So, now’s the best time to start. Go 
find someone and listen to what 
they have to say. Then sit back and 
watch as people start to follow you 
as their leader. 
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It may not be party time, but things 
are looking better. The U.S. economy 
will grow nearly 3 percent on an in-
flation-adjusted basis this year com-
pared to 2.5 percent last year, ac-
cording to the Economic Advisory 
Committee of the American Bankers 
Association.

The committee, which includes 15 
chief economists from among the 
largest banks in North America, sees 
an improved fundamental backdrop 
for growth. Sectors that were severely 
damaged during the 2008-2009 crisis 
have healed significantly. In particular, 
the banking and real estate sectors 
are in much better health. Household 
balance sheets have also improved, 
with strong gains in asset prices and a 
dramatic drop in debt service burden.

The fiscal and monetary policy en-
vironment is supportive of growth. 
Fiscal policy is no longer a headwind 
as budget brinkmanship battles abate 
and tax and spending policies stabi-
lize. The group forecasts the federal 
budget deficit will stabilize at $470 bil-
lion in fiscal year 2015.

The committee expects the Federal 
Reserve to maintain near-zero interest 
rates through mid-2015. Thereafter, 
the bank economists see a very 

gradual normalization of interest rates 
over the next several years. 

“We expect the Fed to calibrate 
its policy to minimize any shock to 
growth,” said Ethan Harris, chair-
man of the group and co-head of 
global economics research at Bank of 
America Merrill Lynch. 

The group sees falling energy pric-
es as a net positive for the economy. 
Low prices will hurt the oil patch, cut-
ting into mining employment and cap-
ital spending. However, this will likely 
be more than offset by the boost to 
energy consumers.

“Gas at about $2 a gallon is like 
an across-the-board tax cut,” said 
Harris. “Cash savings at the pump 
leave more money for consumers to 
save or spend elsewhere.”

Despite the weakness in energy 
sector investment, the group sees 
business investment as a strong point 
for the economy. The consensus fore-
cast is that business investment will 
rise 5 percent on an inflation-adjusted 
basis this year.

The Committee sees continued 
monthly job gains of 200,000 or 
higher through this year. However, 
the bank economists expressed con-
cerns that job gains had not yet trig-
gered healthy wage growth.

“Top earners have fared well since 
the last recession, but the same can’t 
be said for middle and lower-income 
families,” said Harris. “Wages have 
barely kept up with inflation over the 
last six years, straining household 
budgets.”

Nonetheless, the Committee be-
lieves the ongoing drop in unemploy-
ment will start pushing wage growth 
higher.

“Solid job growth, improving wag-
es and lower energy costs should 
encourage more families to spend,” 
said Harris.  The Committee expects 
3 percent real consumption growth in 
2015.

The group expects residential in-
vestment to be stronger this year with 
gains in single and multi-family starts 
and home sales.  The EAC expects 
home prices nationally to rise 3.5 per-
cent this year.

“With home prices on the rise, fami-
lies are once again viewing homes as 
good investments,” said Harris. “Even 
if mortgage interest rates rise some 
this year, more people are going to 
want to buy a first or larger home.”

The group’s consensus is that 
mortgage rates will rise only from 
about 4 percent now to 4.5 percent 
by year-end.

The group forecasts that consum-
er credit growth will be modest this 
year and business lending growth will 
be stronger, but will return to a more 
normal pace of growth.  In 2015 and 
2016, loans to individuals are ex-
pected to grow about 6 percent and 
loans to businesses will grow about 
10 percent.

“We’re optimistic that business 
lending will grow at a double-digit rate 
this year to finance healthy business 
investment,” said Harris.  “Stronger 
growth in business lending will be crit-
ical for the economy.  Banks are ready 
to meet demand as businesses take 
the next step forward.”

The Committee sees low inflation 
resulting from falling energy prices, 
which will temporarily push year-over-
year headline inflation into negative 
territory.

“Outside of energy, the improving 
domestic economy could put upward 
pressure on prices, but the weak 
global backdrop and a strong dollar 
should limit any inflation acceleration,” 
said Harris.

The Committee believes the great-
est near-term risks to the U.S. econ-
omy come from outside the country.

“Disappointing growth in Europe, 
China and Japan is a reminder that 
the global economy still faces major 
challenges,” said Harris.

The Committee also sees major 
long-run budget challenges.

“As the baby boom generation re-
tires, the federal budget deficit will bal-
loon again, posing a major challenge 
to future generations,” said Harris.

Nonetheless, the Committee sees 
a generally positive U.S. economic 
outlook for 2015 with above-trend 
growth, low inflation and a go-slow 
Fed.  
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I know that there’ a lot to be wor-
ried about these days. Volume is not 
rising any time soon, but the amount 
of regulation surely is. So, how do 
you get the most out of your team 
to ensure success regardless of 
market conditions? You have to be 
a positive communicator. Here are 
nine tips from best-selling author 
Jon Gordon:

1. shout Praise, whisper 
criticism - This phrase comes 
from the original Olympic Dream 
Team and Detroit Pistons coaches 

Chuck Daily and Brendan Suhr. 
They won NBA Championships 
and an Olympic Gold medal with a 
lot of talent and great communica-
tion. They gained the trust of their 
players and built winning teams by 
praising in public and constructively 
criticizing in private. Shouting praise 
means you recognize someone in 
front of their peers and whispering 
criticism means you coach them to 
get better. Both build better people 
and teams.

2. smile more - When you share 

a real smile it not only produces 
more serotonin in your brain but 
in the brain of the recipient of your 
smile. Just by smiling at someone 
you are giving them a dose of se-
rotonin, an anti-depressant. Never 
underestimate the power of a smile. 
As a positive communicator you 
have the power to make someone 
feel better just by smiling.

3. don’t complain - When you 
complain you lose power, effective-
ness and credibility as a communi-
cator and leader. Most of all com-
plaining is toxic and sabotages you 
and your team. Complaining is like 
vomiting. Afterwards you feel better 
but everyone around you feels sick. 
I know it’s a gross analogy but you’ll 
never forget it.

4. encourage - Truett Cathy 
said, “How do you know if a man 
or woman needs encouragement? 
If they are breathing.” We all need 
encouragement and positive com-
municators encourage and inspire 
others to do more and become 

more than they ever thought possi-
ble. Great communicators are great 
encouragers.

5. spread Positive gossip - 
Instead of sharing negative gossip, 
be the kind of communicator who 
spreads positive news about peo-
ple. My college lacrosse teammates 
Mike Connelly and Johnny Heil are 
famous for this. Whenever you talk 
to them they are always praising our 
mutual friends. “Did you hear how 
awesome so and so is doing? Their 
kids are doing great!” They never 
say a negative word about anyone. 
They always spread the positive 
news and the best part is that you 
know when you are not around they 
are likely sharing something posi-
tive, not negative about you.

6. sometimes you have to 
listen more and talk less - 
Positive communicators don’t just 
talk. They listen. They ask questions 
and really listen. Research shows 
that when people feel like they are 
seen and heard there is a moisten-
ing in the eyes and yet in 90% of our 
conversations there is no moisten-
ing in the eyes. Positive communi-
cators make others feel important 
by listening to them and truly hear-
ing what they have to say.

7. welcome Feedback - Positive 
communicators also listen to and 
welcome ideas and suggestions 
on how they can improve. They 
don’t fear criticism. They welcome it 
knowing it makes them better. They 
send a clear signal to their team, 
customers, coaches, etc. that they 
are always willing to learn, improve 
and grow. Positive communicators 
say, “I’m open. Make me better. 
Let’s get better together.”

8. celebrate success - Instead 
of focusing on what went wrong 
each day, positive communicators 
focus on what went right. They cel-
ebrate their successes, even the 
small ones, knowing that small wins 
lead to big wins.

9. give high Fives, Handshakes, 
Pats on the Back, Fist Bumps and 
Hugs When Appropriate - Positive 
communication isn’t just verbal. It’s 
also physical. Several studies have 
demonstrated the benefits of physi-
cal contact between doctors and 
patients, teachers and students and 
professional athletes. For example 
in one study the best NBA teams 
were also the touchiest (high fives, 
pats on the back, hugs). In a world 
where physical touch has become 
taboo because of misuse and abuse 
we must remember that it is a way 
we humans communicate naturally 
and is very powerful and beneficial 
when done appropriately with good 
intention. 

So, get out there and be a good 
communicator to get the most out 
of your team. 
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Closing Services – Well-qualified 
REO asset management organizations 
can provide the people and expertise 
to coordinate and certify closing docu-
ments, organize and attend the clos-
ing, collect and distribute funds, and 
disseminate closing information? All in 
strict accordance with client, legal and 
regulatory requirements. Title procure-
ment, HUD-1 review and approval, es-
crow/closing coordination? These ca-
pabilities and more are well within the 
scope of forward-thinking REO asset 
management organizations prepared 
to excel in the new integrated service 
environment.
understanding reo 
disPosition

With today’s increasingly complex 
REO inventories, not all properties 
are suited for sale through traditional 
channels. Alternate strategies, partic-
ularly for low-value, high-risk proper-
ties, must be identified, assessed and 
implemented, as appropriate. REO as-
set management providers with strong 
field service networks can be highly ef-
fective partners in helping to leverage 
these opportunities, whether large-
scale bulk transactions, transfers to 
development agencies or public auc-
tion. That said, property-by-property 
marketing continues to represent the 
most effective alternative for the ma-
jority of REO assets.

Property-by-property optimization 
of REO assets requires independent 
process management and localized 
control. What’s needed is an REO as-
set management partner who knows 
the property and its pre-sale history, 
can plan and execute property pres-
ervation/enhancement services, un-
derstands municipal ordinances and 
code compliance issue, and can ob-
jectively assess, select and manage lo-
cal brokers.
the right reo marketing 
Partner

With in-depth, experience-based 
knowledge acquired before a property 
becomes part of the client’s REO port-
folio, asset management companies 
offering both pre- and post-sale ser-
vices are uniquely positioned to cre-
ate and apply the right marketing ap-
proach for each REO property. This 
includes recommending auction or tra-
ditional sales methods and preparing 
a detailed property/market analysis, as 
well as providing turnkey auction man-
agement or assigning and managing a 
broker, as appropriate

The right REO service provider can 
deliver maximum REO results in mini-
mum time. Qualified providers offer-
ing direct local execution and over-
sight can mount complete marketing 
campaigns and property-by-property 
follow up, including ongoing detailed 
progress reports.

Most important, they can assume 
full responsibility for individual broker 

monitoring/evaluation, a distinct ad-
vantage over the arms-length broker 
relationships characteristic of many 
REO asset disposition programs. 
Successful REO asset disposition 
means, first, knowing the property and 
tailoring a marketing strategy to match; 
and second, being able to apply inde-
pendent, on-the-ground monitoring 
of the disposition process. Integrated 
REO asset management companies 
with strong field service networks are 
uniquely qualified on both fronts.
multiFaceted aPProach key 
to reo disPosition

The fact is, disposition of REO assets 
is a multi-front affair. Success means 
winning a series of small but impor-
tant battles: It takes knowledge of the 
property and local market awareness 
to critically assess BPOs and the bro-
kers who provide them. It takes experi-
ence and follow through evaluate and 
monitor property marketing activities. 
It takes strong field presence to as-
sure the grass is cut, trash is removed, 
interiors aren’t gutted or vandalized, 
the HOA isn’t ready to enforce a lien, 
and fines for municipal code violations 
aren’t accruing. It takes people, skills 
and know-how to negotiate cash for 
keys.

Integrated REO asset management 
providers with proven pre-sale and 
post-sale capabilities are in the stron-
gest position to help lenders/servicers 
address these and other needs critical 
to REO asset marketing success.

not all networks are 
created equal

Field service network strength is an 
important predictor of REO program 
success. Certification and training are 
essential to assure that inspectors, 
contractors and other network mem-
bers are properly qualified for the field 
services they provide.

This requirement favors REO service 
providers with permanent nationwide 
networks whose members are carefully 
screened and required to demonstrate 
ongoing adherence to strict industry li-
censing and performance standards. 
Providers whose field service teams 
are recruited on an as-needed, ad hoc 
basis may find it difficult to satisfy this 
requirement.
dynamic asset management 
technology

To optimize their advantages, lead-
ing REO service providers incorporate 
advanced management technology 
into their programs, enabling servicers 
to monitor and evaluate every aspect 
of their REO program, as well as prop-
erty pre-foreclosure events, with pa-
perless, point-and-click convenience. 
Fully effective REO process manage-
ment technology allows lenders and 
their service partners to organize and 
track all REO tasks and events; main-
tain communications with all parties in 
a real estate transaction; meet all regu-
latory and lender requirements, and 
assure a clear audit trail.

Technology can also improve on-
the-ground performance and efficien-
cy. For example, enabling contractors 
to enter critical data directly from the 
property location enables them to in-
stantly verify property status.
the Future oF successFul 
reo disPosition

Improving and streamlining default 
and REO processes will remain a pri-
mary focus of asset managers and 
their field services partners as the need 
for compliant REO marketing and dis-
position continues to grow as regula-
tory compliance becomes more ur-
gent and complex.

Long-term success will favor REO 
service providers with integrated field 
service networks, innovative technol-
ogy and broad-base expertise needed 
to deliver end-to-end REO solutions 
that optimize REO results. 
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(continued from P1) 
After all, she’s surrounded by mortgage 
nerds who talk about the most arcane 
aspects of real estate finance ad nau-
seam. In the interest of making an in-
formed decision, our teammate sub-
mitted three separate applications to 
three different lenders, which resulted in 
three completely different experiences.  

The lender that ultimately closed her 
loan offered the digital experience.  Our 
borrower self-originated using the lend-
er’s online portal.  The application took 
about 20 minutes, after which she had 
a credit approval, a full disclosure pack-
age and a place to return for real-time 
updates on the loan’s progress.

Note the entire digital application 
took just 20 minutes.  This was no ‘on-
line 1003’.  The online portal used in 
this example collected all the right in-
formation, though it did so in a much 
more borrower-friendly way.   Lenders 
are used to the paper 1003.  It’s an old 
friend and has been a useful tool for de-
cades.  From the perspective of the ap-
plicant, however, it’s intimidating.  

One of the other lenders our team-
mate chose had their prospective bor-
rowers download the traditional mort-
gage application, fill it out, and fax it 
back to them.  Our Millennial, in the in-
terest of research, did just that.  Most of 
her cohorts probably won’t.

The lender that closed her loan was 
in contact within an hour of application.  
They talked about options, the en-
tire mortgage process, and immediate 

next steps.  This personal touch is an 
important aspect of the digital mort-
gage experience.  Digital lending does 
not mean impersonal lending.  Buying 
a home remains the largest financial 
transaction most consumers ever un-
dertake.  Digital or not, it is still a scary 
process.  Technology makes personal-
ization and service easy.  Millennials are 
attached to the internet.  Their lenders 
must be as well.  

Today’s borrowers are ready for the 
digital mortgage.  Millennials are a very 
important demographic that will drive 
the industry in this direction, but oth-
er borrowers, including boomers, are 
comfortable with digital processes.  
Let’s not forget that boomers created 
much of the technology that makes 
this all possible.  They, too, are ready to 
abandon pen and ink.
Factor 2: know BeFore you 
owe – resPa-tila

The latest chapter of Know Before 
You Owe (KBYO) takes the form of 
the RESPA-TILA changes scheduled 
for August 1, 2015.  Two new docu-
ments replace three well-known, well-
worn disclosures familiar to every lend-
er and every borrower who has been 
mortgage-active in the last four or so 
decades.  Complying with the RESPA-
TILA changes seems like an easy ex-
ercise: simply replace documents and 
keep lending.  Yet there is much more 
to KBYO preparedness.

RESPA-TILA introduces a monu-
mental process change:  the Closing 

Disclosure must be delivered three 
days before the actual closing.  This is 
big, especially in an industry that may 
just be the original just-in-time manu-
facturer.  Mortgage lenders still deliver 
closing packages right before the clos-
ing itself, giving settlement agents, at-
torneys, closing agents and borrowers 
little time for review.  A major impetus 
for this change is to give borrowers the 
opportunity to better understand what 
they are getting themselves into. ‘Hurry 

up and close’ is being replaced by ‘re-
flect before you close’.  The hoped-for 
result is a more informed, more em-
powered homeowner. 

Technology makes this aspect of 
the digital mortgage possible, too, 

especially when the process begins 
with an electronic, rather than a physi-
cal application.  Being ready three days 
before the big event is made easier 
when the process is highly automated, 
which in turn is made even easier when 
the raw materials are delivered in elec-
tronic rather than physical form.
Factor 3 – eFFiciency

The rising cost of lending has been 
nagging lenders for a number of years.   
The picture painted by the Mortgage 

Bankers Association’s quarterly cost 
study is discouraging.  Origination was 
a losing proposition until recently.  While 
per loan profitability has returned, the 
cost of origination remains very high, 
over $6,000 per loan.  Productivity, 
the most telling indicator of the cost of 
making a mortgage loan, remains low.

Should the mortgage industry re-
sign itself to high cost/low productivity 
lending?  We don’t think so.  Although 
it is unlikely lenders can, or will, return 
to the low-cost extremes of the early 
2000s, it is not acceptable to capitu-
late.  The industry’s historically cycli-
cal volumes have made it difficult to 
achieve and maintain efficiencies.  
The steadier state volumes of the next 
several years ought to make it easier 
to build higher productivity loan man-
ufacturing processes.  Technology 
and the digital mortgage play a signif-
icant role in reducing costs since they 
enable easier, more predictable man-
ufacturing, improved compliance and 
vastly better customer service oppor-
tunities.  Scaling for growth becomes 
easier, too.  The cost of lending can 
be made to trend lower, but only if we 
focus on it.

The digital mortgage yields other 
benefits, too.  The typical paper mort-
gage might use as much as an en-
tire ream of paper once all is said and 
done.  Five pounds of paper per mort-
gage times more than the five million 
mortgage loans made annually equals 
12,500 tons of mortgages per year!  

Everyone thinks about losing 
weight in the New Year. Substituting 
electrons – which weigh very little – 
for paper can help mortgage lenders 
keep in fighting trim in 2015 and be-
yond.   
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(continued from P1)
In November 2013, the Consumer 

Financial Protection Bureau (CFPB) 
introduced the Real Estate Settlement 
Procedures Act-Truth in Lending Act 
(RESPA-TILA) Integrated Disclosure 
Rule – the first new act of mortgage 
disclosure regulation in 43 years. The 
CFPB’s goal in creating the Integrated 
Disclosure Rule is to better protect con-
sumers and eliminate confusion sur-
rounding disclosures from the Federal 
Deposit Insurance Corporation (FDIC) 
and the Department of Housing and 
Urban Development (HUD), as well as 
RESPA and TILA.

In short, the 1,888-page document 
states that new, integrated disclo-
sures will replace Regulation Z and 
Regulation x disclosures beginning 
Aug. 1, 2015. The rumor is that there 
are several new disclosure forms 
mandated in the new rule, but the re-
ality is there are only two:

>> Loan Estimate Disclosure 
– Combines the old Good Faith 
Estimate (GFE), Initial Truth in Lending 
Disclosure, Appraisal Disclosure and 

the Servicing Disclosure.
>> Closing Disclosure – Combines 

the old HUD-1 Settlement Statement 
and the Final Truth in Lending 
disclosure.

The CFPB hopes that these new 
disclosures will create more transpar-
ency surrounding potential risks by 
enabling consumers to easily com-
pare various loan products and costs. 
Additionally, the disclosures are de-
signed to clearly communicate which 
products consumers can and can-
not buy. The new forms also make it 
easier to locate important information 
such as interest rates, monthly pay-
ments and closing costs.

While this seems to be a move in 
the right direction, this rule will com-
pletely change how lenders, title com-
panies, mortgage brokers, vendors, 
servicers, attorneys and even real es-
tate agents interact with consumers, 
from loan origination to closing and 
beyond.

The new Integrated Disclosures 
are living, dynamic documents with 
several moving parts, which is unlike 

anything the mortgage industry has 
ever worked with before. There are 
specific requirements regarding cal-
culations and data that are inputted 

within the Loan Estimate and Closing 
Disclosures – requiring a fundamen-
tal change to loan management soft-
ware. Unfortunately, it took longer 
than expected to finalize the rule, so 
the timeframe to develop, test and 
implement new software is much 
shorter than usual.

Lenders need a system that can 
accurately generate the new disclo-
sures, capture required compliance 

data and capture historical and 
event tracking with compliance rules 
for all loan types covered under the 
Integrated Disclosures Rule, which 
includes:

• All consumer purpose, closed-
end transactions secured by 
real property;

• Credit extended to trusts for tax 
or estate planning purposes;

• Construction-only loans; and
• Loans secured by vacant land 

or by 25 or more acres.

Ultimately, the industry must over-
haul existing technologies to accom-
modate the new disclosures. The 
industry has realized several major 
impacts the new rule will have on 
technology systems, including:

>> cover loans vs. exempt 
loans – As previously mentioned, 
only certain loan types are required to 
use the new disclosures, so there will 
still be transactions that are exempt 
from the new rule and required to use 
the old HUD, GFE and TIL. Systems 
must be able to distinguish between 
the two transaction types to generate 
the proper disclosure. 

>> data requirements – There 
are several new calculations needed 
to support the new disclosure that 
have not been required in the past, 
such as the best and worst case ex-
amples of payment changes resulting 
from variable conditions existing with-
in the loan.

>> data standards – The new 
disclosures require that data exists 
in the Mortgage Industry Standards 
Maintenance Organization’s (MISMO) 
version 3.3 or later, and in March 
2014, Fannie Mae and Freddie Mac 
jointly released the new version of the 
Uniform Closing Dataset (UCD). This 
dataset has 899 distinct elements for 
the Closing Disclosure – 827 of these 
elements are identified as CFPB form 
requirements, and the remaining 72 
are identified as GSE requirements.

One of the biggest challenges that 
the industry faces in meeting the im-
plementation deadline is time, but the 
good news is technology vendors are 
quickly making adjustments to ad-
dress these pain points and ensure 
the industry is ready for the new rule. 
No matter what part of the loan life-
cycle an organization may touch, the 
new Integrated Disclosure Rule will 
have a major impact on the entire 
mortgage industry. The industry must 
be ready for these changes when the 
rule takes effect on Aug. 1, 2015 – 
no exceptions – and those that have 
already started preparing are way 
ahead of the game. 
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(continued from P1) 
As today’s lending environment 

becomes more complex, tradition-
al document management models 
pose a significant hurdle for main-
taining quality control and control-
ling costs throughout the lifecycle 
of a loan. Also, legacy LOSs have 
failed to keep pace with the amount 
of automation required to cope with 
the rising cost of loan origination. 
Increasingly, lenders are being forced 
to reevaluate their operations to en-
sure that their document and data 
management operations have suffi-
cient automation and adequate data 
integrity controls to satisfy compli-
ance requirements without increas-
ing costs.  

As lenders increasingly turn to 
technology to automate much of the 
loan life cycle, they are in fact mov-
ing toward a straight-through pro-
cessing (STP) model. The concepts 
of straight-through processing (STP) 
were originally developed to describe 

debt and equity trading and payment 
transactions that are conducted 
electronically without the need for re-
keying data or manual intervention. 
Although the goal of “same day set-
tlement” that the STP model prom-
ised equity trading has not been real-
ized, the concepts of STP are applied 
in financial markets today to improve 

the certainty of settlement, mini-
mize operational costs, and reduce 
systemic and operational risk. The 

mortgage industry can realize similar 
benefits, and others, by applying the 
concepts of STP to the loan origina-
tion process. When the STP model is 
applied to mortgage loan origination, 
much of the loan process is automat-
ed, resulting in up to an 80 percent 
reduction in labor.  With STP, loan 
turn times are reduced, costly labor 

is eliminated and compliance is eas-
ily managed.

Today, many key steps in the loan 

lifecycle are labor-intensive and er-
ror-prone. The practice of “stare and 
compare,” for example, in which a 
human being looks back and forth 
across two or more documents to 
verify that the information is consis-
tent across document types, is time-
consuming and costly – and errors 
are common. Since the STP model 
reduces up to 80 percent of manual 
labor, human intervention is required 
only when something that is flagged 
by an automation engine needs to 
be validated. Using this exception-
based processing model not only 
speeds the loan lifecycle, but also 
helps lenders better optimize the 
time of their most knowledgeable 
staff members.

As another example, loan data 
could be extracted and put through 
a rules engine to automate pre-fund-
ing and post-close quality control. 
Only if the loan application has a data 
point outside of the rules parameters 
would it then be sent to a human for 
review. This standardizes the pro-
cess, increases productivity, lowers 
cost and minimizes quality risks.

Historically, it’s been feasible for 
lenders to send only a small percent-
age of loans through a quality con-
trol process, despite the growing 
pressure from regulatory oversight 
for more control and thoroughness. 
Typically, quality control is performed 
by in-house staff or an outsourced 
third party late in the origination pro-
cess, or even after a loan closes. This 
drastically reduces the ability to take 
cost-effective corrective actions, and 
leaves the lender vulnerable to com-
pliance risks. With the STP model, 
quality control moves to the front 
of the loan process and it becomes 
feasible to perform quality control for 
100 percent of loans.

As the mortgage industry contin-
ues to evolve, and data integrity and 
quality control move front and center, 
lenders need to rethink the traditional 
ways of doing business. In the past, 
a focus on quality control meant in-
creasing total loan production costs 
to the point of unprofitability and 
slower loan turn times. However, with 
the adoption of STP as a way of in-
troducing quality control throughout 
the loan lifecycle, lenders are able to 
shorten loan turn times and ensure 
data integrity by using technology to 
automate most of the loan process. 
This not only reduces labor costs, but 
also eliminates compliance risks and 
buy backs that result from data in-
tegrity issues. In today’s competitive 
and regulated environment, adopting 
an STP model gives lenders a sus-
tainable competitive advantage.  
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(continued from P1)
First, a true compliant “dynamic” 

document system needs to be in 
place and is the only way integrated 
disclosures will work. What do we 
mean by that? Attorneys monitor and 
review federal, state and local munici-
pality guidelines for regulatory chang-
es AND all applicable compliance 

tests for data validation. They then re-
view the programming that must be 
incorporated into the system for com-
pliance tests. When data is pushed 
out of a LOS, the system validates the 
data against the compliance tests, 
performs the necessary calculations, 
determines the documents based 
on the data, merges the data, builds 

the package completely from scratch 
each and every time right down to the 
character – no fixed field documents 
or static templates to be swapped in 
or out are in play. The result is 100% 
accuracy each time – no guess work 
and risk is eliminated.

The second and most critical 

component is the ability to “defend” 
the dynamic compliant testing and 
content produced. This is what sepa-
rates the kids from the grownups so 
to speak. Failure to meet the RESPA-
TILA requirements mandating how 
and when to disclose could result in 
unprecedented fine amounts for the 
lender, as well as damages and attor-
ney fees is critical. The ability to actu-
ally defend what has been produced 
and delivered when a regulatory body 
questions a loan transaction is crucial. 

In summary, as the mortgage in-
dustry moves into extraordinary times 
with the dawn of 2015, lenders must 
be absolutely certain they have a 
trusted and reliable partner/provider 
that not only can accurately and dy-
namically produce what is needed, 
but that can defend all of that content 
from the computer room to court-
room in no uncertain terms to mitigate 
their risk. The questions that need to 
be asked by each lender of their pro-
vider – will that provider assume full 
responsibility in the event of an er-
ror? What are the reps and warrants? 
Will that provider make me whole? 
Can that provider legally defend that 
loan and do we have full attorney and 
compliance backing as part of our 
document provider services? These 
elements aren’t just critical. These are 
the “must haves”. 
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