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3 Good News
Dan Green of Mortgage Cadence 

Accenture notes that there is a lot in 
our industry to look forward to.

4 Pitching In
Phil Hall uncovers a way that the 

industry can take the initiative and 
win without Uncle Sam intervening.

5 Still Failing
Industry consultant Rebecca 

Walzak of rjbWalzak Consulting, 
details how industry events can be 
improved.

6 Think Big
Talk show host David Lykken 

stresses that there are right and 
wrong ways to pick up market share.

7 Rules Galore
Jennifer Miller of a la mode, inc. 

details how we as an industry can get 
ready for the new OCC regulations.

9 Team Spirit
Michael Hammond of  

NexLevel Advisors talks about how 
your team can be the deciding factor 
these days.

10 Reject Fear
Tony Garritano of 

PROGRESS in Lending looks into 
how fear of new regulation may be 
holding lenders back.

11 Safe And Secure
Asher Lohman of 

MortgageFlex takes a hard look  
at the safety and soundness of  
cloud computing.

The 2014 Edge 
BY SUSAN JOHNSON

Undoubtedly, 2012 
was a very good year for 
the mortgage banking 
industry. This trend has 
continued through the first 
half of 2013 with originators 
feasting on refinance 
volumes as well as experiencing a rebirth in 
the purchase market. With the recent increase 
in rates, the volume of refinance transactions 
has dropped off dramatically. While employees 
may be enjoying this “breather,” it appears as 
though this level of activity may be the new 
normal. At the same time, originators have 
had to add overhead to their organizations to 
meet the compliance requirements imparted 
by the Dodd Frank Act. 

Looking ahead to 2014, it will be crucial 
for owners to look at 
all aspects of their 
business.
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In Defense of the CFPB 
BY GEORGE YACIK

 
No government agency gets more derided and is the subject of 

more griping in the mortgage business than the Consumer Financial 
Protection Bureau. As a financial products and services consumer and 
a journalist who has been covering consumer finance topics for the past 
30 years, I believe the creation of the CFPB was long overdue. 

If mortgage lenders had been doing their jobs properly, the CFPB would not have been 
necessary. The industry brought it on itself. The way I see it, the CFPB 
will be protecting lenders from themselves just as much as it’s protect-
ing consumers, if not more so.

My Passion
BY LEW SICHELMAN

When Tony asked me to write about 
the one thing that I am most passionate 
about when it comes to writing about 
the mortgage business, the first and 
only thought that popped into my mind 
was but a single word – consumers.

At one time or another, we are all 
consumers. And as 
such, we depend 
on others for infor-
mation and sup-
port — or perhaps 
even a little hand-
holding. Maybe it’s 

a relatively small purchase like a tele-
vision. Or perhaps a larger one like 
an automobile. We only buy our TVs 
and our cars once every few years, 
so it’s not like 
we are totally 
knowledgeable 
about them.

Corruption And Rulemaking
BY JEFF LEBOWITZ

In the 1st century AD, the Roman Senator and historian Tacitus observed the growing 
complexity of governing the Roman Empire. He believed that too many rules created their 
own exceptions and complexity. Tacitus concluded that a very complex legal code brought 
with it the need to evade. Further, a density of laws and proliferation of rules end in their 
own corruption. 

After the financial crisis of 2008, Congress and the Administration 
have invaded private markets and are deluded to think that centralized 
rulemaking can emulate the wisdom of free markets. As the federal gov-
ernment expands, the polity grows ever more disenchanted. The so-
cial research firm, Rasmussen Reports, reported 
that only 22% of the people “Strongly Approve” 
of President Obama’s performance in office. In 

disturbing contrast, 44% of the people “Strongly Disapprove.” The 
Presidential Approval Index rating rests at a degenerated -22.  
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Now Is The Time
In this month’s edition of Lending Laughs the Consumer Financial Protection Bureau 

(CFPB) is compared to the Grinch from the famed story The Grinch That Stole Christmas. 
For lenders struggling to comply with a number of new rules put out by the CFPB set to 
go in motion next month, I bet they think the CFPB is a lot like the Grinch these days. 
Lenders are probably asking: Who is the CFPB to change how I’ve 
done things since the dawning of the mortgage industry itself?

I take a different view. The CFPB has noble intentions. They are try-
ing to improve the process, and let’s face it, the mortgage process 
can use simplifying. The process is too long and too paper intensive. 
My personal hope has always been that lenders would automate to 
increase efficiency, cut cost and offer the borrower a better process, 
but despite some changes around the edges, the mortgage pro-
cess has remained virtually unchanged.

Now, because of the efforts of the CFPB, my hope is that 
lenders will take automation more seriously. For example, I got 
a demo from Calyx Software on how they are using their de-
cisioning engine to help lenders determine which loans fit the 
Qualified Mortgage (QM) criteria and which loans don’t. It was 
a simple report that looked just like an underwriting decision 
that you’d get from DU or LP. What I think is great about this is 
the report is generated within seconds, it looks like something 
a lender is used to seeing and it clearly spells out why the loan 
should be considered QM or not. It’s simple. It’s automated. It 
helps lenders maintain compliance.

I’m not endorsing Calyx’s approach to dealing with the new 
QM rule. I’m sure that other vendors have an equally slick, 
automated solution to help lenders comply. I bring it up to il-
lustrate how simple compliance can be if lenders would just 
automate. It doesn’t have to be hard. It doesn’t have to be 
painful. It benefits everyone because the consumer gets a bet-
ter experience and the cost to originate a loan doesn’t go up for 
the lender because they are automating compliance instead of 
throwing bodies at it. So, when lenders ask me when the right time 
to automate is, my response, like the title of this article suggests, is 
now is the time.
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While attending the Mortgage 
Bankers Association’s 100th Annual 
Convention last week I ran into two 
colleagues. Nothing unusual there. 
The MBA Convention is as much a 
homecoming as it is business meet-
ing. One of the great things about it 
is the people you meet and re-meet 
while there. Working in the mortgage 
business is like being born and raised 
in a small town. Everyone knows each 
other. Conversations often pick up 
where they left off even if they left off 
years ago.  

The three of us first met in the 
early 1990s before the dawn of 

online lending. Before Automated 
Underwriting Systems even. We 
worked together in the pre-technol-
ogy days which gives us plenty to 
remiserate about, a combination of 
reminisce and commiserate, which 
seems wholly appropriate when talk-
ing about the roller coaster nature 
of this business. Our paths have di-
verged in the two decades since our 
joint excursion through building a 
mortgage bank from scratch. Try that 
today. It wasn’t for the faint of heart 
back then. Might take unusual intesti-
nal fortitude today.  

Things have changed even more 

since then and the changes have 
been multi-threaded. About the time 
our mortgage bank opened, private 
securitization and the capital markets 
flourished. From portfolio lending, to 
expanded use of the GSEs, to 
global financial market in-
volvement housing finance 
was forever changed. 
Ready and affordable 
capital is one of the hall-
marks of the U.S. mort-
gage market. The model 
still remains somewhat 
unique in the world.  

We all know the story of tech-
nological innovation. Loan origina-
tion systems, automated underwrit-
ing systems, point-of-sale portals all 
thanks to the internet, SaaS-delivered 
enterprise lending centers also thanks 
to the Internet, metamorphosed 
mortgage lending to include greater 
borrower participation as well as en-
hanced lender visibility into the entire 
mortgage cycle. Imagine lending to-
day using paper 1003s and closing 
documents hand-created on the ven-
erable IBM Selectric. Portfolio lending 
alone wouldn’t be possible if this was 
all we had to work with today. Like 
capital market involvement, technol-
ogy has and will continue to signifi-
cantly influence housing finance.  

Then there is compliance. 
Mortgage lending has always been 
regulated, scrutinized, examined, 

re-examined and regulated some 
more. Considering most consumers 
never buy anything larger than their 
dwelling, extensive oversight makes 
sense. The housing crisis and sub-

sequent recession, though, have 
magnified legislative and 

regulatory activity in ways 
no lender, regardless of 
their experience, could 
foresee. Thanks to tech-
nology it is possible to 
comply as well as lend at 

a rapid pace. Try that with 
a typewriter.

Capital markets, technology 
and compliance. In the early 90s my 
colleagues and I had little of the first, 
almost none of the second and, not 
surprisingly, much of the third. In the 
20-teens we have all three in embar-
rassing abundance. Perhaps that is 
why we, and so many like us, stay 
in the industry. It’s dynamic. It’s to-
tal engrossing and it is anything but 
steady-state.  

The steady-state thought comes 
from someone I met for the first time 
at this year’s convention. Of all the 
industries from which to choose for 
study he picked the mortgage biz. 
Why? Because, as he put it, the real 
estate finance industry is anything 
but steady-state. No argument. More 
likely an understatement. From the 
over three-trillion dollar market of the 
mid-2000s to what appears to be a 
market settling into the one trillion 
range for the next several years it’s 
anything but static. And while every 
year brings something new, the com-
ing five years may prove to be the 
most interesting any of us have ever 
experienced. That’s the reason he’s 
studying us. It is also the reason we 
stay in the business.

Hard to imagine what my two col-
leagues and I will be talking about 
when we meet again at the 2033 
Convention. We’ll have plenty more to 
remiserate about, but also to marvel 
at since we are entering unchartered 
territory. Everyone’s talking about the 
end of the refinance boom. It’s true, 
it’s probably over. This one is differ-
ent though because it comes at the 
end of a long-term rate cycle, one that 
began in the early 1980s. Rates have 
been falling since then, which set us 
up for the serial refinance booms we 
have come to expect. It appears we’re 
heading into the next rate cycle, one 
where rates will rise for perhaps as 
long as 30 years. That means fewer 
refinancings for awhile. And hopefully, 
lots of purchase loans. What else will 
happen in the next twenty years? Meet 
us as the MBA’s 120th annual conven-
tion in 2033 to find out. Not that I want 
to rush things, though I am 
looking forward to the next 
twenty years. 
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Contrary to the musical assertion 
of Kermit the Frog, it is easy being 
green – especially in the commercial 
real estate world. And in this green-
hued environment is a lesson of what 
can happen when an industry takes 
the initiative to create its own high 
standards instead of sitting back 
and letting Uncle Sam call the shots.

Recently, the Jacksonville, 
Fla.-based headquarters CSX 
Corporation became the latest major 
corporate site to obtain Leadership 
in Energy & Environmental Design 
(LEED) certification from the U.S. 
Green Building Council (USGBC). 
The 485,000-square-foot headquar-
ters was originally built in 1959 and 
CSX, in a press statement, stated 
that it “invested several hundred 
thousand dollars” over the past sev-
en years to upgrade the building to 
meet the LEED requirements for en-
ergy efficiency and environmentally 
friendly operating standards.

Across the commercial real estate 
world, the pursuit of LEED certifica-
tion on corporate office structures is 
highly desirable. Other companies 
that recently announced they were 
moving into LEED certified spaces 
are Franklin Square Capital Partners 
in Philadelphia and the Plymouth, 
Mich.-based North American op-
erations of Freudenberg, a German 
group of technology companies. 
Even Wal-Mart Stores Inc. has got-
ten into the act: its new supercenter 
in South Euclid, Ohio, has become 
the first to achieve LEED certification.

Of course, this is not a new devel-
opment. The USGBC began issuing 
LEED certification in 1998; today, 
LEED certified buildings cover 9.3 
billion square feet of commercial 
and institutional construction space 
across 135 countries. 

What is relatively new and ex-
tremely exciting is the blatant promo-
tion of LEED certification and green 
building solutions. After all, trumpet-
ing one’s embrace environmental 
sustainability and energy efficiency 
inevitably leads to the popular per-
ception of being a good corporate 
citizen. It can also help bring atten-
tion from green-focused investors 
(a fast-growing force in the market), 
while tenants seeking new corporate 
digs would rather be in an energy ef-
ficient space than a drafty old dump. 
Lenders are also eager to be asso-
ciated with projects that contribute 
to a healthier world. Thus, everyone 
here is (pardon the expression) using 
green to make green.

Needless to say, the chase after 
LEED certification is not a cheap en-
deavor, a point that was confirmed 
by the CSX folks. But many execu-
tives are convinced that the benefits 
of LEED certification outweigh the 
costs of upgrading older buildings or 
creating expensive new structures. 

“Sustainability is deeply ingrained 
in the company’s daily operations, 
and the enormous strides in energy 
efficiency at our headquarters are a 
prime example of that philosophy at 
work,” said Steve Crosby, president 
of CSX Real Property Inc., in a state-
ment announcing the CSX head-
quarters upgrade.

Now, here is the most wonderful 

aspect of the USBGC’s work: The 
LEED program is strictly a voluntary 
effort. There is no federal govern-
ment mandate requiring participa-
tion in the LEED program, nor is 
there any special IRS write-off for 
carrying LEED certification. (As an 
aside, federal government proper-
ties have been required to achieve 
basic LEED certification for the past 
10 years, which provides a very rare 
example of Washington following the 
private sector’s example.)

The success of LEED proves that 
the real estate world is more than ca-
pable of making a great and positive 
change on its own. There is no regu-
latory arm-twisting demanding LEED 
certification on commercial real es-
tate, nor has there been a waste of 
taxpayer money and political bloviat-
ing to force the issue. Furthermore, 
the green building movement has 
generated a surplus amount of posi-
tive media coverage for the com-
mercial real estate sector, while 
furthering the economy via start-up 
companies offering products and 

services designed to accommodate 
this approach to building construc-
tion and maintenance. 

Now, compare this private sector 
triumph to the attempts by the gov-
ernment to make the world a greener 
place. The utter fiasco of sinking bil-
lions of taxpayer dollars into the pro-
motion of so-called renewable en-
ergy projects has resulted in costly 
failures (most notably, the Solyndra 
scandal and the dismal electric car 
efforts) and no positive results (solar 
power, despite the excessive federal 
incentives, only generates less than 
one-half of one percent of the na-
tion’s power output).

Sadly, the residential real estate 
world never followed the example 
of its cousins in commercial real es-
tate. Rather than create and pursue 
industry-wide standards designed 
to raise quality levels, the residential 
sector pursued an every-man-for-
himself strategy and chased a course 
of reckless behavior that ultimately 
resulted in a wealth of self-inflicted 

wounds and Richard Cordray’s army 
of auditors. 

The moral of this story: If you don’t 
hold yourself to the highest possible 
standards, someday you will find 
yourself at the mercy of someone 
whose standards do not coincide 
with your needs and goals. 
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I just returned from the MBA 
National Convention, exhausted from 
running from meeting to meeting and 
found myself wondering why I went. 
Sure, I saw many old friends and had 
numerous five-minute conversations. 
I collected a lot of business cards 
and talked to people who will never 
remember me nor I them. I heard a 
lot of presentations from important 
government officials expounding on 
their ideas of what they thought we 
wanted to hear and more politicians 
beginning political campaigns for 
themselves or others. I went to nu-
merous parties where success was 
determined by how many people the 
sponsor could stuff into an 8 by 10 

room and I ended up spending a lot 
more money and got fewer favors 
for my grandkids. So why did I go? 
What did I expect? Why do I feel so 
let down?

The years of recovery that have fol-
lowed the self-destruction of the in-
dustry seem to be largely behind us 
and I guess I expected that once the 
resulting enhancements to the regu-
latory environment were presented 
it would foster an industry-wide in-
depth look and discussion of how 
we do business; of what we can do 
to make things better and an orga-
nized approach to moving forward. 
Unfortunately that is not what I found.  

Lenders that could have the most 

profound effect on the future success 
of the industry were hidden away in 
corporate suites in hotels outside the 
meeting center and were focused on 
speaking to those individuals that 
they thought would be beneficial to 
them. Vendor after vendor prom-
ised to do all things in their particular 
space and had developed new pro-
grams that took advantage of an is-
sue that appeared to be a problem of 
the future without knowing if it was or 
was not. While the MBA held numer-
ous committee meetings, the agen-
das were prescribed by what MBA 
wanted participants to hear and left 
only a very few minutes for actual 
questions for speakers and discus-
sions by the attendees.  

Where I ask, were the comprehen-
sive discussions on how to address 
issues that are paramount to mov-
ing the industry in the right direction? 
Where were the extensive thought 
leadership roundtables held on the 
breakdown of silos that currently 
prevent us from being an effective 
cross-functional industry primed to 
successfully provide positive hous-
ing finance options to the country? 
Where were the thoughts and ideas 

of industry advocates of all sizes al-
lowed to be heard? I never heard or 
saw the opportunity to be involved in 
these. To the best of my knowledge 
there were only two events that asked 
people to think; the PROGRESS 
in Lending ENGAGE Event and the 
Quality/Risk Management industry 
forum. How sad!

In an industry ripe with opportuni-
ties to make participants better and 
in a time and place where we could 
have made positive statements and 
demonstrated forward looking ac-
tions to address the ills of the past, 
we clung to the “good old boy” ap-
proach of conventional mayhem. As 
a result we lost the chance to change 
the vision of what we are to the poli-
ticians and consumers. We failed to 
redefine ourselves through seeking 
out diverse thought-provoking and 
idealist concepts of what we could 
do and be and begin acting on them. 
Although everyone I talked to said 
what a success this convention was, 
I am left disappointed and somewhat 
baffled as to why we had it at all. 
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Let me tell you a story. Perhaps 
you’ve heard it before, but it’s cer-
tainly worth repeating if you have. 
Around the turn of the last century, as 
the story goes, there were two com-
petitive shoe companies both based 
here in the United States. Around the 
same time, these two companies 
decided to expand their markets into 
the undeveloped continent of Africa. 

Each company sent out a represen-
tative to check out the prospects of 
doing business on this continent.

The first representative reported 
back, “No business opportunities 
here… nobody here wears shoes.” 
However, the other representative 
reported back, “There are unlimited 
business opportunities… nobody 
wears shoes here… everyone needs 
‘em… start shipping shoes as soon 
as possible!”

This story — classically used to 
motivate salespeople — provides a 
poignant insight about leadership. 
The traditional moral of the story is 
one of perception — to recognize the 
opportunities in every circumstance. 
But I think there’s more to it than 
that. I think this story, at its core, is 
about perspective. And that is a les-
son that leaders, especially those in 
mortgage lending today, desperately 
need to learn.

Suppose the company in the story 
doesn’t sell shoes. Suppose, instead, 
that it sells mortgages. Suppose that 
you are the individual asked to ex-
plore new lending opportunities and/
or new markets. What report will you 
bring back?

Since the recession, many lenders 
have been overwhelmed with a tsu-
nami of new regulations. For many, 
they see the glass half empty and 
are overwhelmed. No question that 
we ‘invited’ all these regulations be-
cause of the crazy, even irresponsi-
ble loans that were made in the last 
business cycle to consumers who 
weren’t qualified or hand no business 
buying the homes they were at those 
prices. As a result, regulations have 
increased and continue to increase. 
Compliance is more complicated 
and risk of being sued as a lender is 
an overriding concern of most lend-
ers today. One thing is needed more 
than anything in this environment 
and that is lenders who see the op-
portunities and not the obstacles.  

The only way for our industry to re-
bound is if we respond and take an 
active role in our future. The MBA has 

the Mortgage Action Alliance (MAA) 
that is free to join even if you are not 
a member of the MBA. MAA can do 
so much IF everyone gets involved. 
While we can’t do much about all the 
existing regulations, we can do much 
to influence and even stop the tide of 
new regulations under consideration.  

Additionally, if we simply wait for the 
economy to recover, we’ll be waiting 

for a long time. 
Those companies 
with that perspec-
tive won’t make 
it. Leadership is 
all about teaching 
our people to rec-
ognize and focus 
on today’s growth 
opportunities and 
yes the opportu-
nities are there! 
As a consultant to 
the mortgage in-
dustry, I travel all 
around and see 
some companies 
prospering like 
crazy (yes, even 

in this market) and 
others horribly strug-
gling. The differentiat-
ing factor is attitude 
and perspective. Only 
those with the right 
attitude and perspec-
tive will survive.

Consider this a 
call-to-action. I’m challenging you to 
adopt the right perspective. If you do 
and teach it to your staff, they, like 
the sales representative in the story 
above will be reporting back, “hire 
more staff.” With so many going out 
of business, there is so much oppor-
tunity to pick up market share. Then 
write me and tell me your success 
story! 

MortgageFlex Systems became a market leader by listening to our clients. Our sole focus for the past 30 years
has been the mortgage industry. The result is LoanQuest, a loan origination system that is a culmination of
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
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You’ve seen it by now. On October 
30th, the Office of the Comptroller of 
the Currency (OCC) issued guidance 
on Third-Party Relationship risk man-
agement, and it mandates sweeping 
change in most vendor management 
practices. Many lenders choose to 
use AMCs to manage their apprais-
al pipeline, so I wanted to quickly 
address the highlights of the OCC 
Bulletin from that specific perspective.  

This isn’t meant to be an exhaustive 
list of relevant issues since interpreta-
tions and clarifications will continue 
to pour in. However, if you’re using 
AMCs now, this list should give you 
a jumpstart on compliance planning.  

1. You must prove proper due 
diligence in selecting a third 
party. Many already conduct 
third party provider audits on 
their AMCs, but you should 
also include consideration of 
how the AMC selects the ap-
propriate third party appraiser 
for each assignment. 

2. You must prove you moni-
tor the AMCs’ activities and 
performance. If you’re using 
multiple AMCs, you need a 
consistent process for activity 
and performance monitoring 
across all channels. 

3. You must document and be 
able to report your findings. 
The guidance specifically calls 
for “documentation and report-
ing that facilitates oversight, 
accountability, monitoring, and 
risk management.”

4. You have to control how 
your appraisal orders are 
assigned. It’s referenced in 
this guidance, but also in oth-
er regulations. It’s clear lend-
ers will be held accountable 
for “risks that are detrimental 
to the bank or its customers 
in order to maximize the third 
party’s revenues.” That means 
AMCs can’t sacrifice quality to 
award assignments based on 
lowest fees. 

5. You’re responsible for your 
AMCs’ technology back-
bone. Some AMCs have mod-
ern, reliable technology infra-
structures that I’ve seen first 
hand, and then there are some 
AMCs that won’t meet these 
requirements. Since the lender 
is ultimately responsible for 
the AMCs’ compliance levels, 
including consumer privacy is-
sues like Gramm-Leach-Bliley 
(specifically mentioned by the 
OCC), it’s critical you review 
your AMCs’ technology.

These five issues caught my im-
mediate attention in the OCC’s new 
guidance bulletin, and I know they’ll 
present a challenge for some lenders. 
However, the overall spirit of many of 
these new third-party oversight re-
quirements is already in place in the 
industry through other regulations 
and investor requirements so many 
will already be well on their way to 
compliance.

Most of the industry’s third-party 
service providers related to apprais-
als are already integrated in Mercury 
Network, so we’re closely following 
these issues as they evolve. For up-
dated information, subscribe to our 
blog at www.WorkflowGeeks.com.

Do You Know How to Cut Through the
Challenges Limi  ng Your Business?

If you listened to Lykken on Lending, you would!
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Keeping Pace 
with Risk,  
Regulation,  
and Oversight

The history of the United States financial sys-
tem is dynamic and complex. The U.S. economy 
has moved from times of a housing boom fueled 
in part by the easy availability of mortgages, to fac-
ing challenges on a scale not seen since the Great 
Depression. From a regulatory environment that 
encouraged lenders to make more loans and take 
on more risk, to institutions actually doing so, it has 
been a rocky road. But you knew that. You have ei-
ther felt its repercussions or learned it in a history 
class, college economics, or perhaps an article in 
the news. The real question is how does our history 
help us today and what lessons can we learn from 
the past? 

For a retrospective look using FDIC Call Report 
data from 1992 to 2012, we examined historic 
trends as they related to significant topics relevant to 
today’s regulatory environment. Has the number of 
rules and regulations implemented based on past fi-
nancial crises had an impact on an institution’s health 
as measured by asset size? How have FDIC insured 
financial institutions’ staffing levels changed during 
the various “seasons” of bank performance and reg-
ulation? How have various loan portfolio types fared 
over the year? What do the numbers tell us as to the 
health of the banking industry as measured by the 
number of problem and failed institutions?

A lot has been said about the regulatory burden of 
Dodd-Frank.  In real numbers, the number of regu-
lators per bank is well below that of the S&L crisis. 
It would be impossible to say that regulators aren’t 
feeling the weight of their position. The total $ assets 
per FDIC FTE has grown by 857%. We can wring our 
hands and pound our fists, but we must also try to 
identify ways to work with the reality that we have. 
That is not necessarily a comforting truth in and of 
itself, but it does afford us an opportunity to help 
provide leadership and guidance to the regulators.

As we look at the relative volatility by loan type (real 
estate, consumer non real estate, and total loans 
and leases) from insured institutions the historical 
data shows a year-to-year percentage change for 
each loan type. Strikingly, there was a 46% increase 
for real estate in 2005 with a 73% swing down by 
2009. Interestingly, consumer and real estate have 
not rebounded as a year-over-year percentage since 
2010. (Note: this is yearend 2012 data and does not 
reflect 2013 performance.) The good news is that 
total loans and leases have grown. We see it in com-
mercial lending and loans to other depository institu-
tions. In contrast, when comparing the real estate 
and consumer non-real estate to the post S&L crisis 
recovery we still have a ways to go. 

If the history of the financial industry has taught 
us anything it’s this: as an industry, we must remain 
vigilant and nimble to emerging risks in the financial 
system while keeping pace with risk, regulation, and 
oversight.  

Source: FDIC Call Report data from 1992 to 2012. Prepared by
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In today’s ultra competitive market, 
companies have to realize that they 
have to get better or they’re going to 
get beaten. By beaten I mean they’re 
going to lose market share and they 
won’t be competitive. Going further, 
if they aren’t in compliance with the 
new rules they may cease to exist all 
together.

In order to get better you have to 
have a top team. No one person can 
do everything. In an article that I read 
by Jon Gordon, he gave five simple 
strategies that I think are very poi-
gnant. These tips will help you respond 
to new market dynamics and continue 
to get improve as a company.

If you think about it, this industry is 
all about people — it’s about people 
that feel passionately about mort-
gage lending. Well, I’m here to tell you 
that passion is great, but if your team 
doesn’t get results all the passion in 
the world can’t help you these days. 
Here’s how to build a great team:

Best selling author and consultant 
Jon Gordon shared what he called 
the 5 C’s that leaders and teams can 
focus on to build a better team. Here 
they are:

1. Communicate - Most teams, 
including teams at home, break 
down because of poor communica-
tion. Where there is a void in com-
munication, negativity fills it. Frequent 
and positive communication fills the 
void and begins the process of build-
ing trust. You can’t have a great team 
without strong relationships, and you 
can’t have strong relationships with-
out great communication and trust. 
Leaders must communicate with 
team members individually and col-
lectively as a team, and team mem-
bers must enhance their communica-
tion with each other.

2. Connect - While communicating 
begins the process of building trust, 
connecting is what creates a bond of 
trust. Many teams communicate, but 
the great ones also connect. They 
form bonds of trust that strengthen 
relationships and the team. They go 
deeper, below the surface level of 
communication, and communicate 

and connect in a more intimate and 
powerful way. Getting to know your 
team members, being vulnerable, 
sharing experiences together, facing 
challenges together, and working on 
projects together are a few ways to 
connect.

3. Commitment - Without com-
munication, connection, and com-
mitment your team will not perform 
at a high level. Communication and 
connection build the trust that gen-

erates the commitment that fosters 
the teamwork that delivers results. 
Great teams are not only commit-
ted to doing great work. They are 

also committed to each other. They 
put the team first and are willing to 
serve and sacrifice for the benefit of 
the team.

4. Care - When you care, you give 
a little more time, a little more effort, 
a little more energy, and a little more 
love to the things and the people 
you care about. You may be a good 
team, but to be a great team, I en-
courage you to care just a little more. 
Care about the work you do and how 

it contributes to the team. Care about 
the people you work with. Care about 
the mission of your team. Those who 
care build great things that others 
care about.

5. Contagious Energy - Of course 
I’m talking about contagious positive 
energy. Great teams are filled with 
positive energy, and it’s important for 
each person on the team to know 
that they are contagious. If you’re 
moody, your negative energy is con-
tagious and makes it hard for others 
to trust and feel comfortable around 
you. If you are positively contagious 
you make everyone around you bet-
ter. There’s no “I” in team, but there 
are two “I’s” in positive. This means 
“I” must be positive to be my best, 
and “I” must be positive to help my 
team be our best. As a team mem-
ber, you can be a germ or a big dose 
of vitamin C to your team. Choose to 
be positively contagious.

Take your team from good to 
great. The power of association is 
very important. What I like about Jon 
Gordon is that he takes big principles 
and makes them easy to digest and 
implement. Anybody can act on and 
implement his ideas.

The mortgage industry has some 
great companies with top-notch 
teams, but you can’t rest on your 
laurels. Even if your team was great 
this year, with new market dynamics 
coming around the corner, they still 
may get beaten. 
We can all get 
better and we all 
must improve if 
we want to suc-
ceed going for-
ward. 
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Let me tell you a story. When 
we’re kids, we all have irrational 
fears. For me, I was really afraid of 
Freddy Krueger. I saw a Nightmare 
on Elm Street movie and I refused 
to sleep because I thought Freddy 
would get me. Now I’m all grown 
up and I don’t fear Freddie anymore 
because I know that he’s not real.

Well, this weekend I dealt with this 
same scenario again, this time as a 
father. I have two boys and myself 

and my wife have noticed that my 
older son, now eleven, has been 
very anxious. So, we had a talk with 
him only to find out that he was 
afraid of The Slender Man. He felt 
that The Slender Man character was 
real and every time he would hear a 
noise, he thought The Slender Man 
was following him.

Myself and my wife had no clue 
what The Slender Man was so we 
went to Wikipedia and read about 
The Slender Man in front of our son 
as part of the talk. Wikipedia says, 
“The Slender Man (also known as 
Slender Man or Slenderman) is a 
fictional character that originated 
as an Internet meme created by 
Something Awful forum user Victor 
Surge in 2009. It is depicted as re-
sembling a thin, unnaturally tall man 
with a blank and usually featureless 
face, and wearing a black suit. The 
Slender Man is commonly said to 
stalk, abduct, or traumatize people, 
particularly children. The Slender 
Man is not tied to any particular sto-
ry, but appears in many disparate 
works of fiction, mostly composed 
online.”

Once we explained to my son that 
The Slender Man was not real, that 
he was in fact a made up charac-
ter, my son’s eyes lit up. He couldn’t 
stop smiling. Now that he knew the 
truth, he was so relieved. 

I know you’re thinking: What does 
this have to do with the mortgage 
industry? In my experience lenders 
fear a lot, but don’t often bother to 
get educated about what they fear 
to discover if that fear is warranted 
or not. For example, I was speak-
ing on an electronic mortgage panel 
about a year ago. Everyone that 
knows me understands that I’m 
very passionate about the value of 
embracing e-mortgage practices. 
We opened things up for questions 
from the audience and one lender 
asked me if electronic signatures 
were legal. He said that he person-
ally thought they were illegal and 
wouldn’t do an e-mortgage at his 

company as a result.
Newsflash, federal legislation de-

claring electronic signatures legal 
passed in 2000. What’s unfortunate 
is that this lender and many others 
never bother to look into e-signa-
tures, even though this technol-
ogy can be used to cut costs and 
increase efficiency, because they 
were held back by fear. That’s very 
sad. With the I.R.S. now accepting 
e-signatures on 4506-Ts I hope this fear has been put to rest once and 

for all.
I bring this up not to just promote 

e-signature usage, but to challenge 
every lender to get educated about 
technology before dismissing it 
out of hand. Technology is not the 
enemy. To the contrary, with the cost 
to originate rising, the compliance 
burden skyrocketing and origination 
volume dipping, technology may just 
be the thing that saves the mortgage 
industry going technology. 
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There’s been a lot of talk about 
cloud computing for a couple of years 
now and you’d think that by now the 
mystique would be long gone.

Of course, it could just be healthy 
paranoia. Almost every new prospect 
expresses concerns about running an 
application with their data stored in 
the “cloud.” This isn’t really surprising 
since our prospective clients are finan-
cial institutions that have strict security 
guidelines and arduous annual audits. 
With the ongoing regulatory changes, 
lenders are extremely diligent about 
every aspect of data security and 
hosted application vendors have an 
obligation to clients to maintain that 
same level of security.

If lenders are looking for a hosted 
SaaS (Software As A Service) or ASP 
(Application Service Provider) solu-
tion, then they must consider the data 
security of the technology vendor and 
their vendor’s data-center, whether 
this is internal to the vendor, at a co-
located data facility, or in the cloud.

SaaS and ASP providers are typi-
cally responsible for close to 24/7/365 
system/application uptime for cus-
tomers worldwide. User access/au-
thentication, security of data in motion 
(availability), and security of data at 
rest (storage) are all important parts of 

a vendor review.
Direct database access from out-

side of the trusted network is a criti-
cal aspect and should be thoroughly 
discussed with the technology ven-
dor. End users should not be able 
to directly connect to the production 

database or perform queries on it for 
many reasons, including data integrity 
and data security. Having a method 
to securely access this data in real-
time is something that should be dis-
cussed during the contractual phases 
of vendor selection. Another area to 
review is the data transfer methods — 
all traffic should move in a secure and 
encrypted manner (i.e. SSL, HTTPS) 
from the data center to the end user 
and sensitive data should be stored in 
the database in an encrypted fashion.

Hosted data security has four basic 

components: availability, confidential-
ity, integrity, and traceability.
• Data availability ensures continuous 

access to data even in a disaster.
• Data integrity guarantees the data 

is maintained in its original state 
and not jeopardized.

• Data confidentiality means informa-
tion is available or disclosed only to 
authorized individuals, entities, or IT 
processes using the last privileged 
model.

• And data traceability means that 
the data is authentic and each 
transaction can be identified at the 
user level after identifying that both 
parties involved are who they claim 
to be. 
Since a loan origination system con-

tains personally identifiable informa-
tion (PII) (i.e. social security numbers, 
names, and addresses) the technolo-
gy vendor should be just as diligent as 
lenders are or even more so. At a mini-
mum, annual third-party audits should 
be done to verify that the controls are 

in place to protect borrower’s data. 
Lenders should request a copy of the 
SSAE 16 (SOC 1 Type 2) audit annu-
ally from both their vendor and their 
vendor’s data center if it is co-located 
or in the cloud. Also, lenders should 
verify that the vendor is performing 
network penetration tests using a 
third-party testing firm annually.

Ultimately, the vendor should try to 
mitigate as much risk as possible in 
the cloud by utilizing private networks, 
firewalls, and stringent security prac-
tices. If this is done then data in the 
cloud is just as secure, if not more 
so, than any other data center where 
a SaaS or ASP application is hosted, 
plus the additional benefits of high 
availability, scalability, and cutting 
edge infrastructure!

The other side of this coin is a ven-
dor’s reluctance to use cloud-hosting 
providers. While a decision to move 
to a cloud data-center should not be 
made lightly, it is definitely worth eval-
uating. MortgageFlex began an exact-
ing study of the benefits and jeopar-
dies last year and has recently moved 
to a hybrid public cloud infrastructure. 
And we have to admit — it was worth 
the effort.

Vendors will find that multi-site cloud 
computing offers numerous business 
and strategic advantages — a high 
level of security, high availability, quick 
scalability, the most modern technolo-
gy available, flexible load balancing ca-
pabilities, faster implementation times, 
lower infrastructure expenses, and 
more robust disaster recovery options.

The cloud provides the ability to ex-
pand quickly without purchasing and 
configuring new hardware - simply 
spin up a new server and it’s ready to 
go within minutes — all while main-
taining SSAE 16 SOC 1 Type 2 audit 
standards. Cloud data centers also al-
low the flexibility to scale up or down 
as the market changes, eliminating 
in-house hardware maintenance and 
worries about aging infrastructure.

Another strategic reason for moving 
to the cloud is the personnel require-
ments to run and update a data cen-
ter. Maintaining networking, servers, 
and storage is a costly, time-consum-
ing effort. By moving the compute, 
storage, and networking to the cloud, 
much of the day-to-day work of these 
individuals can be eliminated, freeing 
IT staff for other duties.

Ultimately finding a good balance of 
risk for the lender and the vendor is 
where the benefit of the cloud comes 
into play. We all know there is no such 
thing as 100% security, but by layer-
ing defenses, using state of the art 
systems, and being flexible, using the 
cloud for a SaaS or ASP application 
allows the lender room to grow and 
become more flexible themselves 
without fear of ever hitting the wall or 
having to jump through hoops to pro-
vide application access.

Yes, Virginia, the 
cloud really is safe…
and smart too! 
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(continued from P1)

As the Obama administration redis-
tributes power from the private to the 
public sector, the Nation becomes 
alienated from its government. The 
Obama Administration is not govern-
ing. They are practicing social reen-
gineering – reengineering in the way 
lawyers would … through proliferat-
ing laws and propagating opaque 
rules. The Administration replaces 
natural processes (markets) with le-
gal fabrications. It is a futile effort. 
The writers of the rules cannot know 
what free markets have internalized 
after centuries of trial and error. The 
Administration mistakes a problem in 
nature to be a constitutional problem. 
Writing rules does not make nature 
better.   

For one, the CFPB (Consumer 
Financial Protection Board) abides 
by faulty logic. Read its mission, “To 
help consumer financial markets 
work by making rules more effective, 
by consistently and fairly enforcing 
those rules….”  Rules constrain, they 
punish but they do not rehabilitate.

How do we judge the rulemak-
ing work of the CFPB? How will the 
Nation know that CFPB is effective 
and worth the investment taxpayers 
have in this agency “start-up?”

The progenitor of CFPB is Title X 
of Dodd-Frank Act (DFA). The DFA it-
self is backward looking. In its 2,300 
pages, DFA uses the word “technol-
ogy” only nine times – referring to ad-
ministrative technology for the agen-
cies it created. There is no vision of 
the future that is technology born, no 
concept of a better nature, no idea of 
an improved industry.  

What are the opportunity costs 
of investing taxpayer money in the 
CFPB? CFPB’s estimated expenses 
for FY 2013 are $447.6 million and 
it has a staff of 1,359. What would 
be the effect of investing that same 
money at Fannie Mae?

Fannie Mae spends $2.4 billion and 
has a $3.4 trillion portfolio. (Keep in 
mind today’s Fannie Budget is bloat-
ed by delinquency and foreclosed 
property management). A dollar of 
operating expense supports $1,361 
in portfolio loans. Simple extrapola-
tion indicates that the $447.6 million 
CFPB budget could support $544 
billion dollars in single family mort-
gages. At an average loan size of 
$235,000, a portfolio that large would 

fund 2.3 million homes and increase 
the homeownership rate in the coun-
try by 3%. Money better spent than 
hiring $300 per hour lawyers writing 
so many new rules? 

Rules have their unintended con-
sequences. Their creation and their 
enforcement can create serious 
anomalies. CFPB conceives that its 
rulemaking and its “effective supervi-
sion” assure a level playing field be-
tween bank and nonbank institutions 
and between large and small banks. 

Lynette Smith testifying on behalf of 
The National Association of Federal 
Credit Unions disabused the United 
States House Committee on Financial 
Services Financial Institutions and 
Consumer Credit Subcommittee of 

the idea that CFPB is helping com-
munity banks and credit unions. Ms. 
Smith said that if anyone thinks that 
the CFPB “is ‘leveling the playing 
field’ for community-based financial 
institutions, the reality could not be 
further from the truth.”

Policy based on false premises 
creates unanticipated contradictions. 
Contradictions mean that political 
theory and political reality have di-
verged. Contradictions are the hall-
mark of a faulty paradigm. 

Read the signs. It is time to give 
up the folly of governmental protec-
tionism and to return the mortgage 
industry back to private owners 
and free-flowing markets. Think the 
Constitution of the United States. 

Wisdom guides while it refrains from 
prescribing exact behavior. Head the 
words of Tacitus of the first century 
anno domini. Proliferating rules imply 
systemic corruption. 

There is a lesson in this for 
President Obama and for the 113th 
Congress. 
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(continued from P1) 
And of course, we buy houses or 

finance them even less often. So 
our understanding of the process, 
the rules, the requirements are often 
lacking. Face it, this is a complicat-
ed topic. Ands as a result, consum-
ers need help.

This is not to say rip offs rest right 
around every corner. The vast ma-
jority of mortgage professionals are 
just that — professionals — who 
bend over backwards to make sure 
their clients are well served. But not 
even the most jaded mortgage pro 

can balk at the notion that applying 
for a first-ever loan or refinancing an 
old one is not a excruciating, nerve-
wracking experience.

At the same time, there are still 
some people among you who would 
take advantage of a borrower at 
whatever turn that presents itself. 
With the mortgage market meltdown 
and resultant spate of legislation to 
tighten the lending process, many of 
these wolves-in-business-suits have 
left the mortgage field for greener 
pastures. Maybe they’ve gone back 
to selling used cars or life insurance. 

But there are still some who crawl 
among us who would bend a rule 
here, stretch a requirement there 
to put an extra buck in their own 
pockets. 

Even in a perfect 
world, though, buyers, 
sellers and borrowers 
are at a distinct dis-
advantage. The rules 
are arcane, the re-
quirements are mind-
boggling. And so we 
are left to rely on oth-
ers for solid informa-
tion on which we base 
decisions that remain 
with us for a lifetime. 
So it has become my 
life-mission — my pas-
sion — to provide the 

information, which consumers can 
use to make sound decisions.

I can’t tell you how many read-
ers have told me how highly they 
value the information I provide in my 
weekly newspaper column. Ditto 
for the number of builders, real es-
tate agents and lenders who thank 
me for making their lives easier 
by educating consumers so they 
don’t have to. This is heady stuff. 
The satisfaction I feel is an elixir far 
more mind bending that alcohol or 
drugs. And so, I keep going, week 

and week. I’m now in my 44th year, 
and although I tire more easily now, 
I never tire of writing something for 
the first time or hearing from some-
one I’ve helped along the way.

I came to consumerism in the 
early 1970s while working for the 
defunct but still-loved Washington 
Daily News, where I toiled as the 
real estate editor for the District’s 
third newspaper, a small tabloid 
behind the Washington Star and 
Washington Post. In a previous life, I 
had covered labor issues for another 
publication, including government 
labor, which, as you can guess, is 
big business in the Nation’s Capital. 
And so, when the News’ popular 
government columnist took sick, I 
was drummed into action.

After a few weeks of writing bor-
ing, so-so columns, I called the 
regular guy and asked him how he 
managed to churn out his usual 
hard-hitting stuff, day after day after 
day. His response was simple. “Get 
mad!” John Kramer said. “Get mad!” 

That’s something I have never 
forgotten. I don’t get mad as often 
as I used to. After all, there’s not 
as much need now. But I still have 
the same fire in my belly, the same 
sense of outrage with each and ev-
ery injustice. Even when there is no 
wrong to be righted, there is some 
complicated issue that needs to be 
explained. And so, I carry on. 
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Determining your break-even – how 
many loans do you need to close 
in a month in order to cover your 
overhead, should be at the top of 
the list. If volumes are falling short of 
the break-even level, you can either 
look to increase the revenue earned 
on each loan or look to reduce ex-
penses or, more likely, a combination 
of both.  

Many originators have obtained 
GSE approval in order to sell to the 
agencies directly in hopes of in-
creased earnings and avoiding over-
lays from the aggregators. However, 
this comes with hefty capital and li-
quidity requirements. In addition, files 
need to be free of errors, in a sense 
– perfect, in order to avoid potential 
repurchase requirements.  

Likewise, given the 3 percent 
points and fees test in the qualified 
mortgage (QM) rule, mortgage bro-
kers may be wondering just how 
they can make money. At first blush, 
it would seem that a move to a corre-
spondent or mini-correspondent sta-
tus could create flexibility. However, 
this comes with additional require-
ments from a staffing, systems and 
capital perspective. While non-QM 
loans can be generated, it remains 
to be seen what type of appetite the 
secondary market will have for these 
types of loans. 

If you are a mortgage banker with 
warehouse lines, turn your ware-
house lines to reduce your direct 
loan costs. Look to clear suspen-
sions quickly – and try to avoid them 
in the first place. Look at your inves-
tor scorecards to understand what 
types of suspensions are occurring 
and how often. Use this information 
to improve the processing, under-
writing, pre-closing and post-closing 
systems. In addition, review your 
investor purchase advices to make 
sure the calculations are accurate 
and that you are not “leaving dollars 
on the table.”

It will also be critical for owners to 
develop a contingency plan for any 
necessary overhead cuts. This plan 
needs to look not only at people but 
processes. During times of high vol-
ume, inefficiencies with both people 
and processes can be hidden. When 
looking at employee cuts, it is impor-
tant to remember that the cuts need 
to make sense. For example, if you 
cut too deep in your origination staff, 
you may not have enough “boots on 
the ground” to take advantage of any 
niches or new markets. Similarly, if 
you cut too deep in your backroom 
operations, you may not be able to 
close the loans that come through 
your door. It is important to remem-
ber that purchase loans are often 
more difficult and time-consuming 
to process, underwrite and close 
than refinance loans. And even more 
importantly, the purchase market is 
much more sensitive to closing dates 

than the refinance market – lest you 
have buyers with a loaded moving 
van sitting outside of your office. 
Your processors, underwriters and 
closers need to understand how to 
work with purchase transactions. 
They need to be able to perform their 
jobs efficiently, timely and accurately.

Lastly, take a look at your break 
even in terms of originations by state. 
While you may feel you need to be 
licensed in as many states as pos-
sible, multi-state origination compli-
cates your compliance and licensing 
functions. This includes keeping up 
with licensing, audits, and insur-
ance requirements with a number of 

states. This needs to be balanced 
with the fact that geographic diver-
sification of originations can be a 
positive.

It seems as though our industry has 
been faced with many obstacles and 
more challenges to come from high-
er compliance costs, lower margins 
and now shrinking volume. The an-
swers on how we move forward are 
not yet clear and will be different for 
each company and each situation. 
However, it brings to mind a quote 
from an unknown source, “The truth 
is that our finest moments are most 
likely to occur when we are feeling 
deeply uncomfortable, unhappy or 

unfulfilled.  For it is only in such mo-
ments, propelled by our discomfort, 
that we are likely to step out of our 
ruts and start searching for different 
ways or truer answers.”  
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(continued from P1) 
Whenever I talk to mortgage in-

dustry leaders, they always say their 
biggest challenge is “compliance” or 
“the new regulations.” Yet these same 
people also talk about how much bet-
ter their underwriting and operations 
are as a result. The regs have brought 
the industry back to where it should 
have been, namely old-fashioned, 
full-documentation underwriting. 

No one likes to be told how to be-
have, but sometimes it’s warranted 
and they’re almost always better off 
for it, whether they like to admit or not.

Previously, the mortgage industry 
was to a large degree under-regu-
lated, so I suppose it’s not surprising 
that people now are complaining that 
they’re being over-regulated. It’s also 
understandable that they got com-
placent, thinking that nothing would 
change. But the idea that an indus-
try so vital to the American economy 
and to consumers could have been 

so lightly regulated for so long a time 
is unbelievable. The mortgage melt-
down showed that it was high time for 
a change, and a drastic one.

Previously, the government agency 
responsible for protecting consumers 

from lenders was the Federal 
Reserve, which was also the same 
body that regulated the largest banks 
in the country. That’s not exactly the 
fox watching the hen house, but it’s 
pretty close. If nothing else, it’s hard 
to argue that the Fed was probably 
not the agency most suited to protect 
consumers.

In Canada, there are three sepa-
rate financial regulators: The Bank 
of Canada covers monetary policy; 
the Office of the Superintendent of 
Financial Institutions (OSFI) regulates 
all banks and insurance compa-
nies; and the independent Financial 
Consumer Agency of Canada (FCAC) 
works to protect and inform consum-
ers. Here, the Fed was asked to do all 
three of those jobs (except regulating 
insurers). 

The things that the CFPB is man-
dating and demanding are things 
originators and servicers should have 
been doing on their own all along 

without having been told to do them; 
now that they’re being ordered to 
they don’t like it.

Many lenders should feel fortunate 
that they only have to deal with tough-
er regulations; some of them probably 
should have been sent to jail. 

Granted that many of the worst ex-
cesses of the mortgage and housing 
boom were the result of government 
policies and the lack of a tougher regu-
latory environment, that’s really no ex-
cuse for lenders not doing what was 
right and made business sense rather 
than what they could get away with. 

Many lenders behaved responsibly 
during the boom, often to their own 
detriment in lost business, but have 
survived while many of their indus-
try peers have not. The regulations 
imposed by the CFPB will go a long 
way in making sure that more firms do 
survive.

The other day I interviewed a gen-
tleman who’s been in the mortgage 
business as long as I’ve been alive 
(and I can start cashing in my IRA 
in just a few years, just to date my-
self). He noted that the CFPB and the 
regulatory regime of Dodd-Frank will 
force “a change in philosophy as to 
who is responsible for the borrower’s 
ability to pay from being the respon-
sibility of the borrower to becoming 
the responsibility, to a large extent, of 
the lender. That’s the way the system 
worked when I first got into this busi-
ness. The lender carefully underwrote 
the loan to make sure that you did in 
fact have the ability to pay.”

He said it almost as if that was a 
bad thing. My response is: What’s 
wrong with that? 

The head of operations at a big East 
Coast lender I spoke to recently said 
if a loan “doesn’t make sense and it 
isn’t right for the borrower, I refuse to 
allow it to happen. We’re not setting 
up borrowers to fail.” This firm not 
only survived but thrived during the 
mortgage market collapse, and care-
ful underwriting was the main reason. 
They didn’t need the CFPB to order 
them to do that.

It’s too bad a lot of the industry never 
got this lesson. Now it’s being imposed 
on them by the CFPB. In the end, I 
think the industry will be grateful. 
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