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Tick Tick tick a familiar sound to all of us. A 
reminder to hurry, a call for action, perhaps, but 
most definitely, it’s the sound of time running out. 

For mortgage lenders, time is speeding by at a 
rapid rate as the August 1st deadline to comply 
with the CFP ’s new disclosure requirements 
swiftly approaches. When asked this question: Is 
your organization prepared for the CFP  
requirements deadline?’ lenders have generally 
answered in one of two ways. 
One is: We think we’re going to 
be fine.’ The second is: We 
have no idea.’ While the former 
answer appears to be 
considerably better than the 
latter, the truth is that neither 
answer is very good, especially 
with the clock running. 
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BY DAN GREEN

A lender and I were talking the other day about fully paperless, completely 
electronic mortgage lending  what we now refer to as the digital mortgage. 
Digital mortgages live 100  in the virtual world. This is a big departure:
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BY TONY GARRITANO
 For those of you that don’t know, I’m 
actually an English Major, with a great 
love of literature and theater. For the 
past 14 years I’ve been reporting on the 
mortgage industry, but before that I got 
my Master’s Degree in English and taught 
seventh and ninth grade. Covering  
mortgage has ben an amazing adventure 

 The highlight was 
starting PRO RESS in 
Lending. Why did I 
start this company? 

ecause I felt at that 
time, and still do today, 
that this industry needs

a place for thought leaders to come and 
express their ideas to encourage the whole 
industry to innovate, evolve and progress. 
Today I’m going to merge both the world of 
great literature and mortgage lending to 
make what I think is a very important point.
  For those of you that don’t know, Moby-
Dick; or, The Whale (1 51) is a novel 
written by Herman Melville in 1 51. It is 
considered an outstanding work of 
Romanticism and American Renaissance. 
Here s why I think everyone in the mortgage 
space should care about this novel:
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BY REBECCA WALZAK
ack in February I 

attended the Eastern 
Secondary Conference 
hosted by the Florida 
M A. While there I 
took the time to visit 
the Fannie Mae booth 
that was part of the vendor exhibits. Now, 
anyone who knows me acknowledges that I 
am a very strong supporter of Quality 
Control and that I have obtained a 
Certification in Quality Management in order 
to support quality initiatives in the industry. 
The problem is 
however, they have 
it wrong!
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Mixed Results
  The CoreLogic Home Price Index (HPI) shows that home prices nationwide, 
including distressed sales, increased 5.  percent in anuary 2015 compared to 
anuary 2014. This change represents 35 months of consecutive year-over-year 

increases in home prices nationally. On a month-over-month basis, home prices 
nationwide, including distressed sales, increased by 1.1 percent in anuary 2015 
compared to one month prior.
  Including distressed sales, 2  states and the District of Columbia are at or within 
10 percent of their peak. Four states, New ork ( 5.6), Wyoming ( .3 percent), 
Texas ( .3 percent) and Colorado ( .1 percent), reached new highs in the home 
price index since back in anuary of 1 6 when the index starts.
Excluding distressed sales, home prices increased 5.6 percent in anuary 2015 
compared to anuary 2014 and increased 1.4 percent month over month 
compared to December 2014. Also excluding distressed sales, all states and the 
District of Columbia showed year-over-year home price appreciation in anuary. 
Distressed sales include short sales and real estate owned (REO) transactions.
  Moving forward, The CoreLogic HPI Forecast indicates that home prices, 
including distressed sales, are projected to increase just slightly, by 0.4 percent 
month over month from anuary 2015 to February 2015 and, on a year-over-year 
basis, by 5.3 percent from anuary 2015 to anuary 2016. Excluding distressed 
sales, home prices are expected to increase 0.3 percent month over month from 
anuary 2015 to February 2015 and by 4.  percent year over year from anuary 

2015 to anuary 2016. The CoreLogic HPI Forecast is a monthly projection of 
home prices using the CoreLogic HPI and other economic variables. alues are 
derived from state-level forecasts by weighting indices according to the number of 
owner-occupied households for each state.
  What does this mean? “House price appreciation has generally been stronger in 
the western half of the nation and weakest in the mid-Atlantic and northeast 
states,” said Dr. Frank Nothaft, chief economist at CoreLogic. “In part, these 
trends reflect the strength of regional economies. Colorado and Texas have had 
stronger job creation and have seen  to  percent price gains over the past 12 
months in our combined indexes. In contrast, values were flat or down in 
Connecticut, Delaware and Maryland in our overall index, including distressed 
sales.”
  So, depending on how you see things, the glass can be half full because home 
prices are increasing, or half empty because the increases aren’t huge and don’t 
span all 50 states.
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 A few years ago, I became 
enveloped with an overpowering 
sense of altruism and decided to get 
involved in a volunteer program in my 
neighborhood. Since I am a desk 
jockey by profession, I figured that it 
would make sense if my volunteer 
work involved a bit of physical activity 
and intensity. Thus, I decided to poke 
around at the volunteer fire 
departments and EMS operations in 
my area.
 Long story short: I never got a 
chance to become involved with the 
local volunteer fire departments or 
EMS operations. My efforts to 
become a good citizen were short 
circuited by slopping technology and 
indifferent human actions. There 
might be a good business lesson in 
here – after all, ineptitude knows no 
boundaries, and many industries 
share the same mistakes when it 
comes to their online and in-person 
activities.

 

  Here are some of the practical 
business lessons that I learned from 
this weird experience:
1. Make sure your website is in 
working order. One site for an EMS 
group had its officers’ e-mail 
addresses listed – but when I tried to 
contact them, all of my messages 
bounced back. Another site had a 
PDF application to download, but it 
turned out that their software was a 
bit off-kilter and I was never able to 
open the application.
2. Make sure your website has all 
of the necessary functions in 
place. One site allowed me to 
download a PDF application to fill out, 
but it did not provide an address 
(either e-mail or snail mail) where I 
should submit the application. Two 
sites requested that I fill out my 
application online, which is fine, 
except that they wanted my Social 
Security number; one of those sites 
also wanted my driver’s license, also.  

FIREMAN PHIL HALL, 
Neither site was secured, so I would 
be making my important data openly 
available to any joker who wanted to 
hack into them. Can you say “identity 
theft”? (I must say that I am amused 
by the idea of a public safety site that 
is unsafe.)
3. Acknowledge all inquiries. The 
site with the bounced-back e-mails 
did list a phone number. I called and 
left two messages, but neither was 
returned. I submitted my application 
to that group by fax and mail, but no 
one contacted me. Separately, I e-

 

mailed one of the sites with the 
unsecured application to alert them 
of this problem, but my message 
was ignored.
4. Avoid last minute call-outs. The 
one group that actually 
acknowledged my inquiries – a 
volunteer fire department in the 
neighboring town – twice asked me 
to visit special events they were 
hosting. That was very nice, except 
that the invitations came less than 24 
hours before each respective event. 
Since I already made plans for those 
days that could not be altered, I had 
to decline. If I knew about the events 
in advance (which could’ve been 
done very easily), I would’ve been 
able to participate. Strangely, the 
person who made those last-minute 
invitations seemed a little annoyed 
that I couldn’t drop everything to join.
5. Keep your appointments. That 
group in the fourth example invited 
me to visit their HQ. I agreed to show 

 

up at a specific time to meet with a 
specific person. I was on time, but my 
contact person wasn’t there – he 
decided to go out on a meal run with 
two of his colleagues. Needless to 
say, one of his comrades at the fire 
station (who did know I was coming) 
had to fill in and keep me occupied 
until my contact person returned – 20 
minutes after I arrived.
6. Listen to people and don’t force 
your agenda where it is not 
wanted. When the contact person 
from the fifth example finally showed 
up, he was very happy to meet me, 
but for the wrong reason. He knew 
that I had years of experience as a 
public relations specialist and he 
wanted a PR person to help improve 
the public perception of his volunteer 
fire department. The only problem 
was that I was interested in learning 
how to become a volunteer firefighter 
– I had no desire to coordinate PR 
programs as a volunteer. (I get paid 
for that type of work, thank you.) 
When I kept mentioning I was more 
interested in firefighter training, this 
guy didn’t seem to be paying much 
attention at first. When it finally sank 
in that he was not getting a free PR 
rep, he then told me there were 
other duties I could possibly 
consider, such as volunteer janitorial 
work within their HQ (and, no, I am 
NOT making that up!).
 If any of these examples mirror 
what is happening with you, then 
you need to get in better shape.  ²
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With the M A’s National 
Technology in Mortgage anking 
Conference  Expo here, now is a 
great time to examine the impact 
that eSignatures, digital records 
and verified data are having and 
on the industry. After all, there’s a 
very good reason that these two

topics are the foundation for many 
of sessions and tracks at the show.
  ery few technological advances 
have been leveraged to enhance 
processes and efficiencies like 
electronic signatures and records. 
Combined with trusted data 
sources, these powerful 
technologies facilitate better 
compliance in mortgage lending, 
while simultaneously revolutionizing 
the industry as a whole. For e-
signed records, the focus has 
shifted from simply understanding 
the legal framework surrounding 
the application of eSignatures to 
the effective implementation and 
workflow design. This is wonderful 
progress, especially at a time when 
the consumer adoption of 
eSignature methods is so strong, 
driven by mobile technology. For 
instance, more than 20 percent of 
boarding passes of the largest 
domestic carriers in the .S. are 
accessed with a mobile device. In 
addition, Forrester forecasts that 
42 percent of the global population 
will own a smartphone by the end 
of this year. This trend reflects the 
mortgage industry’s critical 
transition from analog to digital. 
  Lenders should keep in mind that 
not all eSignatures are the same. 
It’s important to form a basic 
understanding about e-signed 
records to ensure that program 
guidelines, regulatory requirements 
and form-specific instructions are 
followed. There are three basic 
tiers of eSignatures:

 imple  which is any signature 
method that does not employ 
technology to increase the security, 
authenticity or evidentiary value of 
a signature (scanned images of a 
handwritten signature, passwords 
or PINs); 

 ecure  which uses technology 
to link the eSignature to a specific 
individual or device (retina
thumbprint scan, signing pads); 
and 

 igital  which uses a digital 
certificate process, with a private 
key to sign and encrypt the 
document (a trusted third-party 
that issues a digital certificate after 
verifying of the signer’s identity). 

 

 

Still, eSignatures provide a 
much greater level of 
expediency throughout the loan 
life cycle and have become a 
societal expectation for 
consumer engagement, so the 
adoption and education by 
lenders must be timely in order 

to reap the benefits as soon as 
possible. Adobe research found 
that lenders can cut document 
costs by 6 percent while at the 
same time gain an 3 percent 

 

improvement in the manner and 
speed in which paperwork is 
completed. Not to mention an 
increased level of integrity as well 
as a more secure and consistent 
management of records within key 
systems.  
  Data verification is the thunder to 
eSignature’s lightening. The scope 
of trusted information available to 
lenders today far exceeds the 
traditional capabilities of credit 
scores and reports. Conceptually 
risk-based lending decisions are 
similar to other types of decisioning 
where there is a heavy cost 
associated with making a poor 
choice. For example, before the 
industry’s economic crisis, many 
loans were issued based on the 
“stated income” simply listed on 
applications.  nfortunately a large 
amount of this type of self-reported 
information fueled the market 
collapse and neglected to protect 
consumers. 

 The regulatory agencies recognize 
how powerful verified data 
contained within an e-signed 
record can be. Timeframes are 
shorter and information must be 
extremely accurate, which is why 
lenders are quickly adopting 
eSignatures and leveraging 
technology to connect directly to 
trusted data sources. What about 
you? ²
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The late great Steve obs was 
nothing if not a visionary. With the 
introduction of the original Apple PC 
in 1 4 to Macbooks, the iPod and 
likely his most transformational 
invention, the iPhone, obs and his 
core crew of technologists forever 
changed the global computing 
landscape delivering innovation that 
leapfrogged the competitors’ 
imaginations. So how does someone 
garner so much clarity of vision and 
how do they translate that vision into 
tangible benefit?

Despite potentially stating the 
insanely obvious, I contend that 
technology innovators garner vision 
from decades of experience and 
translate concepts to reality by 
surrounding themselves with like 
minded, highly talented “do-ers” who 
are driven to deliver game changing 
results.

 

  
  

  One of Steve obs’ key tenets 
was always, “Don’t beat the 
competition at their game; Redefine 
the ame.” In the 1 0s, obs 
gained valuable experience with 
both the technology and usability of 
smaller mobile computing devices 
with the launch of his “Newton.” 
While this product failed to capture 
mindshare, obs did capture 
valuable experience, biding his time 
until technologies matured. In the 
early 2000’s he launched the iPod, 
mastering core data synchronization 
functionality; and a few years later in 
200  he announced the iPhone 
whose time had finally come. ased 
on prior experience and technical 
knowhow, Steve could clearly 
envision a world of handhelds 
enabling real-time infotainment rather 
than mere person-to-person 
conversations. The rest is history.

 

  I believe the mortgage landscape 
is on the precipice of similar 
upheaval and firms who have the 

ision, Experience and Knowhow 
to deliver will similarly redefine the 
game. So, who will these firms 
be? What will they deliver? and 
How can we recognize them? If 

 

we follow the Steve obs formula 
they may have the following profile: 

  
  

     
    

 

he ision  To win the precious 
few new borrowers in today’s lower 
margin, stricter regulatory 
environment, lenders need a 
Transformational Digital Origination 
Platform. This platform should be 
designed with flexible modules that 
work together seamlessly or can 

“plug in” as independent components 
to “jumpstart” a specific piece of 
outdated functionality. The multi-
channel solution will connect all 
parties to the transaction, automate 
product eligibility, pricing and fees, 
use workflow to dramatically improve 
productivity, enforce upfront 
compliance through data validation 
and calculations, and significantly 
lower costs and maintenance 
headaches all while helping lenders 
maximize customer satisfaction.

he inners  The winning 
companies will be unable to rest on 
their laurels and they thrive on 
leveraging the latest proven tools to 
bypass prior limitations. They 
maximize the use of Cloud- ased 
technologies, Web Frameworks, 
Open Standards and proven Mobile 
solutions to deliver an integrated 
digital platform that mirrors their vision 
for the mortgage industry.
In 200 , Steve obs’ iPhone vision 
became reality with 11.  million units 
sold. In 2014 that number grew 
1600 . He and his teams 
transformed the way we all interact 
with information and each other. 
Similarly, it feels like the time is right 
for mortgage technology solutions to 
redefine the way our industry 
operates, sending it on a new growth 
trajectory. ²
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Positive thinking is perhaps the 
most overused idea in the 
leadership literature. Countless self-
help books have been written 
about how positive thinking can 
become a self-fulfilling prophecy, 

leading you to accomplish what 
you believe you can accomplish. 
So, what about positive thinking? Is 
it truly a key ingredient for success, 
or is just a bunch of baloney? 
Here s what I think... 
  Positive thinking, by itself, isn t 
enough. ou are deluding yourself 
if you thinking you can achieve 
something just by wishful thinking. 
Without hard work a genuine 
effort in accomplishing your goals
all the positive thinking in the world 
isn t going to do you any good. If 
you are hoping that, simply by 
viewing the world through rose-
tinted glasses, it is magically going 
to change colors, you are sorely 
mistaken. Adopting that kind of 
perspective is a surefire way to 
become a leader no one wants to 
follow--a leader who is viewed as 
unrealistic, naive, and delusional. 
So, no, I don t believe that positive 
thinking will lead you to success; it 
will only make you feel better about 
failure.
  So, if wishful thinking doesn t 
work, what does? Wishful acting. It 
is not the power of positive thinking 
that makes a leader successful but, 
rather, the power of positive action. 
In other words, how does your 
perspective shape what you do? If 
you adopt a positive mindset about 
what will happen to you, it isn t 
going to amount to much. 
However, if you adopt a positive 
mindset about what you are 
capable of doing, you can 
accomplish wonders.
  Another way of saying this? eing 
optimistic will help you become a 
better leader to the extent that 
such a mindset strengthens the 
influence you believe you have on 
shaping course of your life. If you 
believe you have control over the 
direction your life is headed, you 
will act as if you have that control, 
and you will do things that improve 
your life. Therefore, your mindset 
will become a self-fulfilling 
prophecy leading you to success 
because you believed you were 
capable of achieving it.
   

 So, it s not because you believe 
that the stars will align for you that 
they actually do; it s because you 
believe that you have influence 
over how the stars will move in the 

sky and, because of 
that believe, you 
actually put forth the 
effort that moves 
those stars into 
alignment.
  Now, think about this 
in the context of 
business. Our industry 
is one full of 
speculation about the 
future. How are 
interest rates going to 
move? What new 
regulations are likely 
to arise? What new 
technology is going to 

 

displace the current business 
practices? 
  If you only think of these issues in 
terms of what is happening to you, 
merely hoping they will change in a 
direction that is preferable for you, 
isn t going to accomplish anything. 
However, if you think instead about 
how you can respond to these 
issues in order to improve your 
organization, and you believe that 
you can improve your business 
with that response, the positive 
mindset you hold can buffer you 
against an uncertain future. 
 So, as you push on into 2015, 
don t just think positive; live 
positive. 
  Here s what I mean: Don t just 
hope that things will get better; put 
forth the effort that makes them 
better. 

 

 

It isn t wishful thinking that will 
lead you to success; it s wishful 
acting.  ²
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As the industry moves ever 
close to the August 1 deadline, 
the TILA-RESPA Integrated 
Disclosure (TRID – another 
industry acronym to learn) has 
been the topic of conversation in 
hundreds of articles, multiple 
media outlets and conveyed in a 
myriad of different ways. Some 
may even say that it has been a 
daunting task with the staggering 
amount of information to sift 
through, decipher and digest.

With that being said, let’s take 
a deeper look into the TRID topic 
and the massive change it will 
cause to lenders and vendors 
alike. The discussion begins with 
the MISMO 3.3 rewrite as well as 
a lender changing and choosing a 
document service provider that 
will meet the requirements for 

2015 head on – change being 
the operative word and the fear 
that seems to come along with 
it. Why is that?

irst  M M  3.3 ata 
tandards hange  The days of 

documents being the most critical 
element of the loan package are 
outdated and are no longer the 
showcase. Now the emphasis is

on the data, particularly in the eyes 
of the investor and the regulators, 
which is a big concern for the 
lending community. The adoption 
of MISMO 3.3 may not sit well with 
the industry as it poses a complete 
rewrite of the MISMO standards 
that we once knew, but the benefits 
are numerous. Prior to MISMO 3.3 
and with other MISMO 2.x stan-

 

dards, every system handled the 
format slightly different causing 
issues with data integrity, data 
transfer and compatibility between 
systems, and difficulty in 
streamlining that process.  
  MISMO 3.3 allows for consistent, 
accurate, and clearly defined data 
elements and naming conventions. 
The challenge is that it will require 
quite the effort to program to 
MISMO 3.3 even to add the 
additional elements necessary to 
MISMO 2.6 to meet the 
requirements of TRID. This data 
standards  technology change is 
the most significant we have seen 
to date, catapulting lenders and 
vendors in brand new territory 
never chartered.

econd  ear of hange tself  
A direct result of TRID coupled with 
MISMO 3.3 is the fear of change 
itself. The days of lenders and 
vendors succumbing to “that’s the 
way we’ve always done it” are long 
gone. It is simply too risky not to 
change. Those organizations who 
were resistant to change because 
of not wanting to re-program, re-
train staff members, loan officers or 
closers or IT unwilling to make the 
leap and take necessary action to 
do what was necessary are a thing 
of the past. 
  It is now time to change the 
mindset in those shops, eliminate 
the fear and embrace change. The 
decision to choose a document 
service provider needs to be 
holistic across the organization and 
buy in from the top down that will 
carry them up to, through and 
beyond August 1st. Once a 
decision has been made with a 
provider who can keep that 
organization in compliance, defend 
what they do and deliver the 
necessary technology in tandem 
with a streamlined process, the 
onus of risk on the lenders’ part is 
eliminated. 

Here s what I mean:
There should be no disparate 

systems to pull data and 
documents together – one single 
document provider is the change 
that should be embraced, not 
feared.  ²
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Not Ready For TRID
Would it be an over-statement 

to say that the mortgage industry 
is in a state of chaos? Probably.

Nonetheless, many are very 
concerned about how the 
Consumer Finance Protection 

ureau’s (CFP ) mandated TILA-
RESPA Disclosure Rule (TRID) will 
forever change the space. The 
deadline for compliance is August 
1 and it doesn’t look like the 
CFP  is going to be granting any 
extensions.

“Successfully meeting the 
CFP ’s TILA-RESPA Integrated 
Disclosure Rule by the August 1 
deadline is obviously a major 
concern for lenders,” stressed 
ustin lass, Chief Digital Officer 

at nited Wholesale Mortgage 
( WM). “We are already in testing 
with our compliance and business 
teams. Our broker and 
correspondent partners know that 
they are in good hands when 
doing a loan with us. We’re 
ahead of the curve for August 1.”

It is safe to say that every 
lender is very concerned about 
being in compliance with the new 
disclosures. However, we at 
PRO RESS in Lending thought 
that we would dive a little deeper 
into this situation. We wondered 
how many other lenders, aside 
from WM already have the new 
disclosures and are actually 
testing them already. In the end, 
this change is not just about the 
disclosures, it’s about how they 
are produced and presented.

After informally polling several 
lenders, we found that two-thirds 
(66 ) in fact have not gotten the 
new disclosures from their 
document preparation or loan 
origination system providers. This 
is by no means a scientific study, 
but the fact that so many lenders 
are not already testing is a 
problem. 

So, how do lenders get up to 
speed and ensure compliance on 
day one?

“In today’s mortgage regulatory 
environment, it’s more important 
than ever to make sure you are 
picking the right partners that can 
quickly deliver accurate technology 
solutions to meet your compliance 
challenges,” answered Dan ones, 

ice President of Technology at 
Churchill Mortgage. 

ones is 100  correct. Now is 
not the time to be shy. Now is the 
time to more directly engage with all 
of your vendors so you as the lender 
can start testing the new integrated 
disclosures today. ²
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Taking A Hard Look
At Lending Performance

The strength of the mortgage 
industry is not a constant anymore. 
Things are always in a state of flux. 
According to S P Case-Schiller 
Home Price Indices, the National 
index was slightly negative in 
December, while both composite 
Indices were positive. oth the 10- 
and 20-City Composites reported 
slight increases of 0.1 , while the 
National Index posted a -0.1  
change for the month. Miami and 
Denver led all cities in December 
with increases of 0.  and 0.5  
respectively. Chicago and Cleveland 
offset those gains by reporting 
decreases of -0.  and -0.5  
respectively. 

“The housing recovery is faltering. 
While prices and sales of existing ho- 

mes are close to normal, 
construction and new home sales 
remain weak. efore the current 
business cycle, any time housing 
starts were at their current level of 
about one million at annual rates, 
the economy was in a recession,” 
says David litzer, managing 
director and chairman of the Index 
Committee at S P Dow ones 
Indices. “The softness in housing is 
despite favorable conditions 
elsewhere in the economy: strong 
job growth, a declining 
unemployment rate, continued low 
interest rates and positive 
consumer confidence.”
 Regardless, you can still be 
successful. ou can be a mortgage 
industry champion. In his article  

entitled “5 Ways to Think Like 
a Champion,” on ordon 
suggests that “champions think 

differently than everyone else. They 
approach their life and work with a 
different mindset and belief system 
that separates them from the 
pack.” Here’s what he means:  
1. hampions pect to in - 
When they walk on the court, on 
the field, into a meeting or in a 
classroom they expect to win. In 
fact they are surprised when they 
don t win. They expect success 
and their positive beliefs often lead 
to positive actions and outcomes. 
They win in their mind first and then 
they win in the hearts and minds of 
their customers, students or fans.
2. hampions elebrate the 

mall ins - y celebrating the 
small wins champions gain the 
confidence to go after the big wins. 

ig wins and big success happen 
through the accumulation of many 
small victories. This doesn t mean 

champions become complacent. 
Rather, with the right kind of 
celebration and reinforcement, 
champions work harder, practice 
more and believe they can do 
greater things.
3. hampions on t Make 

cuses hen hey on t in - 
They don t focus on the faults of 
others. They focus on what they 
can do better. They see their 
mistakes and defeats as 
opportunities for growth. As a result 
they become stronger, wiser and 
better.
4. hampions ocus on hat 

hey et o o  ot hat hey 
ave o o - They see their life 

and work as a gift not an obligation. 
They know that if they want to 
achieve a certain outcome they 
must commit to and appreciate the 
process. They may not love every 
minute of their journey but their 
attitude and will helps them develop 
their skill.
5. hampions elieve hey ill 

perience More ins in the 
uture - Their faith is greater than 

their fear. Their positive energy is 
greater than the chorus of 
negativity. Their certainty is greater 
than all the doubt. Their passion 
and purpose are greater than their 
challenges. In spite of their situation 
champions believe their best days 
are ahead of them, not behind 
them.

 

If you don’t think you have what it 
takes to be a champion, think 
again. Champions aren’t born. They 
are shaped and molded. And as 
iron sharpens iron you can develop 
your mindset and the mindset of 
your team with the right thinking, 
beliefs and expectations that lead 
to powerful actions. So, if you take 
this advice to heart, I think you can 
be a real mortgage industry 
champion. ²
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Ask any lender if he or she would 
like to increase loan volume while 
reducing the resources necessary to 
do so and you will always get the 
same answer. Improvements in the 
area of efficiency are always needed 
and one important place for this is in 
the tools that are necessary for 
performing their specific tasks. 
Software vendors delivering these 
high-importance tools, ranging from 
client applications to various niche 
services, must continue to focus on 
solving this problem for their 
customers. Demand for innovative 
technology required to optimize the 
processes involved in originating 
and servicing loans is at an all-time 
high. 

One of the challenges lenders 
face, while working with numerous 
vendors, is that many of these 
vendors require data to be 
communicated in proprietary 
formats. As the amount of data 
transferred increases while lending 
regulations continue to change, this 
problem of supporting many 
different data formats is a real and 
costly challenge.

tandardi ing the ata: To 
support greater communication 
between various parties and 
vendors involved in the loan 
process, the Mortgage Industry 
Standards Maintenance 
Organization (MISMO) has put into 
place a series of standards 
designed to more securely, 
economically and efficiently 
exchange loan information between 
different parties.

Rather than continuing to abide by 
multiple data formats, adhering to 
the latest MISMO standards ensure 
that the entire mortgage industry, as 
well as technology vendors, are all 
speaking the same data “language.” 
The data and technology standards 
put in place by MISMO have been 
around for more than 10 years. With 
the move toward electronic loan files 
and the constant new industry 
regulations, the benefits to the 
mortgage industry of MISMO 
standards become more apparent in 
2015.

nteroperability  A key benefit of 
adhering to data and technology 
standards is the simplified exchange 
of information between disparate 
applications and companies. From 
the standpoint of the technology 
vendor, there should no longer be a 
need to support a multitude of semi-
redundant formats, as any vendor 
adhering to the standard format will 
be able to communicate seamlessly 
with other systems doing the same. 
For the mortgage industry, this 
eliminates the added time and 
money needed to translate incoming 
data into a specific format or 
building custom integrations with 
every vendor that you wish to work 
with. 

More hoices  More 
nnovation  A byproduct of an 

open industry standard is an 
increased number of choices, in 
both vendors and technologies. 
Lenders and servicers will have the 
opportunity to select from a much 

larger pool of companies with which 
to do business, resulting in increased 
competition among technology 
vendors, thereby spurring innovation 
and most importantly greater value. 
 Less hance of Lock- n  
Programming to any specification, be 
it an industry standard or a proprietary 

one, should be viewed as an 
investment by the software vendor. A 
proprietary format carries a higher 
risk, as the company requiring that 
format could change their 
specifications at any time, or worse 
cease operating entirely. This is why 

 many lenders are still stuck with 
legacy loan origination systems 
and servicing platforms using 
outdated technology and data 
fields. The cost of changing and 
reformatting years – or decades – 
of data is prohibitive. Industry 
standard formats will act as a 

hedge against this sort of 
investment risk. 
  While practices and standards may 
vary from company to company, the 
overarching goal across the 
mortgage industry when it comes to 
technology is relatively consistent. 

 

 

Overall, technology initiatives 
should be focused on getting data in 
and out as easily and cost-effectively 
as possible. Not only do data and 
technology standards support this 
notion, but they additionally promote 
increased productivity and 
profitability for those that choose to 
adhere to the set standards.  ²
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In the appraisal world, the end 
of anuary and the beginning of 
February 2015 marked the 
beginning of a new era with the 
introduction of Fannie Mae’s 
Collateral nderwriter (C ). Since 
its announcement at M A’s 
annual convention and expo this 
past fall, the blogs and forums 

were buzzing with stories about how 
C  will turn the mortgage industry 
upside down and that endless 
stipulations and additional 
requirements will add days if not 
weeks to closings. Appraisers were 
also concerned the cost of 
producing an assignment will 
increase due to additional software 

 

needed to produce regression-based 
support for every adjustment. Even I 
went on record and said that in the 
first 6 months after roll out “it’s going 
to take a little time before the dust 
settles.” 
 Well, it might be early but with 
several weeks of C  under our belts, 
I’m not witnessing all of the doom  

 

and gloom predicted. While you may 
get a few more revision request 
based on the results of C , most all 
of them are legitimate and 
necessary. I think most appraisers 
agree if a concern is identified by C  

and verified as a mistake, it needs to 
be corrected. It might take a little 
extra time to make the correction but 
I trust most appraisers want to 
produce good quality and mistake 
free reports. Also, in the end, 
correcting or addressing these 
concerns doesn’t take any longer 
than most any other revision request 
appraisers are accustomed to 
receiving previously.  
  That said, I also want to point out 
that I also predicted the following 
prior to the release of C  - 
“Implementing C  shouldn’t make 
much difference to an appraiser 
making a good faith effort to provide 
the best comparable properties, who 
reports accurate and consistent 
data, and supports adjustments with 

 

market data and analysis. Assuming 
this is accurate, C  will, at a 
minimum, keep appraisers 
transparent and consistent in their 
reporting since this is generally a 
black and white issue”. That 
statement was a pretty good 
prediction on how C  is actually 
playing out and affecting good 
appraisers looking to provide quality 
reports. 
  In fact, I’m ready to make my next 
prediction and state that I feel C  is 
actually going to change the 
appraisal industry  for the good. Is 
C  going to catch some mistakes 
and concerns that need corrected or 
addressed? es. Is that going to 
cause more work in the form of 
revision requests for good honest 
appraisers? To a degree yes but as 
stated earlier, the time is nominal and 
request welcomed in the efforts to 
provide the best possible report. Is it 
going to cause less scrupulous 
actors to shape up or ship out? 
Absolutely! And for that reason 
alone, C  is going to make our 
industry better.

. 

Everyone makes mistakes. Last I 
checked, appraisers are human 
and humans make mistakes. If you 
don’t believe me, ask Seattle 
Seahawks head coach Pete Carrol. 
As such, if you make a mistake, 
don’t sweat it and just make the 
necessary corrections. However, if 
your making numbers up, changing 
actual gross and net adjustments at 
the bottom of page two, or making 
all condition ratings C3 so you 
don’t get caught in a self 
discrepancy, just be fair warned, 
Fannie Mae will “see you.”  ²
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(continued from P1)
  Lenders appear to be ambiguous 
on the matters of what is required 
of them and what their options are 
toward a solution. What most 
lenders are very clear on are the 
consequences that would result 
from non-compliance. No one 
wants to face costly fines, penalties 
or suspension of mortgage lending 
and no one wants to think of the 
impact these might have on their 
business reputation.
  The lenders who think they are on 
the right track to compliance 
should already have seen what their 
disclosure documents are going to 
look like. They should know exactly 
what data is required on the docs 
and how it is going to get there. 
They should already have full 
understanding of what the impact 
of delivering the new disclosures is 
going to have on their operation.

 
 

Running Out!
If they are employing a 

document delivery entity or 
a web service to generate 
the docs, they need to 
know exactly what the 
preparation, implementation 
and testing costs will be in 
both hours and dollars. 
They need to know if and 
how these solutions will 
impact the processing time 
and the cost of their 
mortgage loans. y now, 
lenders should have done at 
least some preparation 
toward compliance.

However, all is not lost, 
even to those lenders who 
not certain as to their 
status on the CFP . How 
many games have we 
witnessed teams revealing 
their winning fortitude in the 

last two minutes or during their last 
at-bat? Much information is 
available as to the requirements of 
the CFP  and the differing 
approaches that are available to 
delivering the new disclosures. A 
concentrated effort coupled with a 
measured approach in finding the 
right solution for August 1st and 
beyond can be the key to success. 
Time may be running short, but it is 
not too late. ²
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(continued from P1) 
Quality Management discipline is 

focused on educating its disciples on 
the hows and whys of “manufacturing 
quality.” Manufacturing Quality is of 
course what Fannie Mae has been 
expounding as they tout the virtues of 
their new Quality Control programs.

 Manufacturing quality is based on 
the concept that the process must 
be controlled in order to produce a 
product that meets customer 
specifications. It also recognizes that 
there will be random variations in the 
results, but as long as they are just 
that, random, it is too costly to try   

 

and eliminate them. In other words, a 
process under control provides 
reliable results. This program abhors 
rework, which is seen as evidence 
that the process is in fact, not under 
control and is an expense that should 
not occur if the process is working 

correctly. The resulting products are 
not necessarily “perfect.” However 
products that meet manufacturing 
quality standards don’t have 
variations that impact how the 
product performs. Knowing the 
difference between variations that 
don’t impact performance and those 

that do is critical.
  Fannie Mae’s program on the other 
hand requires excessive inspections 
and rework based on loan level 
inspections (i.e. pre-funding reviews). 
They also require a classification of 
every variance which are at best 
artificial “defect” designations without 
a validated correlation to product 
performance.  In addition their 
sampling program is based on the 
risk they perceive in loan files. As a 
result lenders review these issues 
rather than the ones they may have 
identified in their organizations. The 
fact that Fannie Mae labels variations 
from guidelines as “defects” when 
they have no idea whether or not 
these issues are related to loan 
performance is an example of their 
overweening belief that whether or 
not they are correct, they are, as so 
eloquently stated “the ones with the 
gold so they make the rules.” 
  This attitude is out of line for a 
government bureaucracy. These 
entities are supposed to be focused 
on ensuring that what they do 
benefits the American people. 

 

 For years, as a overnment 
Sponsored Enterprise ( SE) Fannie 
Mae and Freddie Mac established a 
preferred methodology for how they 
expected quality control to be done. 
Now it seems that Fannie Mae has 
taken the position of the CFP  and is 
dictating a program that is erroneous 
at its core and further drives up the 
cost of QC without validating how it 
will benefit lenders or the American 
consumer.  

Interestingly enough another 
speaker at the conference, Alex 
Pollock, a Resident Fellow at the 
American Enterprise Institute 
discussed the fact that between 
200 -2011 Fannie Mae and Freddie 
Mac suffered 256 illion in losses. It 
doesn’t take a genius to figure out 
that these losses were primarily due 
to the poor performance of the loans 
they purchased. And that leads to 
the question Did they ever know how 
a quality control program was 
supposed to be conducted. The fact 
is that Fannie Mae is just another 
government bureaucracy that needs 
to get its own act together before 
dictating to us about what to do and 
how to do it or for that matter before 
losing more taxpayer money. ²
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(continued from P1) 
A mortgage is, or can be, a large 

collection of papers, often weighing 
three to five pounds, surrounded by 
a rather stiff cardboard carapace. 
Loans travel slowly and often 
chaotically through the mortgage 
manufacturing process with the 
help of any number of mortgage 
staffers. The goal is to go from 

application to closing as quickly as 
possible. Once closed, the loan is 
destined to spend eternity with 
other mortgage files in large, dark 
storage rooms where no one will 
ever pay attention to most of them 
again.
While many lenders are stuck 
sorting through paper, we’ve 
worked with one of the very first in 
the industry to make the move to 
digital lending. None of this was 
easy. The transformation took 
about two years and was not 
without its difficulties. Not 
surprisingly, the hardest part of 
going digital is also the number one 
reason people don’t switch to e-
readers: they do not want to 
abandon the paper experience.  
If you’ve made the leap to an e-
reader, this makes perfect sense. 

ooks, like mortgage loans, are 
physical things. We interact with 
them in a particular way. How 
often, for example, do you flip back 
a few pages or a few chapters 
when reading a book to re-read a 
passage or an entire section? ou 
know where in the book to look 
based on an approximate physical 
location in the book. Along the way 
you might stop and look at a few 
other things, too. This, at least in 
part, defines the paper experience.
So it is with mortgage loans. Files 
are constructed in certain ways. 
While a team member may have 
specific interest in the appraisal, he 
or she might take a look at the 
purchase agreement or the title 
report along the way, all to provide 
deeper context for the appraisal 
and the review. This is easy, 
because all of these items are in 
roughly the same place in every 
mortgage file.
  The experience is different with a 
digital file, but only at first. Instead 
of flipping through pages, you click 
a few times, and you’re there. 
While this represents a change in 
the way people interact with the 
file, ultimately the experience 
proves to be more efficient.

iven the real and perceived 
complexities of transitioning your 
people from a paper-heavy process 
to a digital format, the question 
becomes, why go digital? As it 
turns out, borrowers like it. Loans 
can close more quickly than ever 
before, and borrowers appreciate 
getting their copy of the closing 
package electronically. Loan 
delivery takes place more quickly, 
too. 

 

The hardest part is giving up our 
love of paper. Once lenders go

digital, nobody ever says, Let s go 
back to the way it used to be.   ²
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(continued from P1) 
In the novel, Ishmael narrates the 

monomaniacal quest of Ahab, 
captain of the whaler Pequod, for 
revenge on Moby Dick, a white 
whale, which on a previous voyage 
destroyed Ahab s ship and severed 
his leg at the knee. Although the 
novel was a commercial failure and 
out of print at the time of the 
author s death in 1 1, its 
reputation as a reat American 
novel grew during the twentieth 
century.

D.H. Lawrence called it one of 
the strangest and most wonderful 
books in the world,  and the 
greatest book of the sea ever 
written.” 

 

 In fact, Call me Ishmael  is one 
of world literature s most famous 

opening sentences.
  The product of a year and a half 
of writing, the book is dedicated to 
Nathaniel Hawthorne, in token of   

my admiration for his genius,  and 
draws on Melville s experience at 
sea, on his reading in whaling 
literature, and on literary 
inspirations such as Shakespeare 
and the ible. The detailed and 
realistic descriptions of whale 
hunting and of extracting whale oil, 
as well as life aboard ship among a 
culturally diverse crew, are mixed 
with exploration of class and social 
status, good and evil, and the 
existence of od.
  In addition to narrative prose, 
Melville uses styles and literary 
devices ranging from songs, poetry 
and catalogues to Shakespearean 
stage directions, soliloquies and 
asides.
   In the end of the story, Ahab

plants his harpoon in the 
whale s flank. Moby Dick smites 
the whaleboat, tossing its men 
into the sea. Only Ishmael sur-

vives this very dramatic scene.
  The whale now fatally attacks the 
ship. Ahab then realizes that the 
destroyed ship is actually the 
hearse made of American wood in 
Fedallah s prophesy that was 
discovered earlier in the story. The 
whale returns to Ahab, who stabs 
at him again. The line loops around 
Ahab s neck, and as the stricken 
whale swims away, the captain is 
drawn with him out of sight.
In the words of scholars ohn 

ryant and Haskell S. Springer, 
Moby-Dick is a classic because it 

defies classification.” It is “both 
drama and meditation: it is a 
tragedy and comedy, a stage play 
and a prose poem,  they say, and 
add that it is essay, myth, and 
encyclopedia.”
  Now that I’ve probably put you to 
sleep talking about what others 
have said about Moby-Dick, I’ll 
come to the point. This is a tale of 
a great captain that is so blinded by 
revenge that in the end he perishes. 
Why? ecause Ahab refuses to 
change course. I hope mortgage 
lenders learn a thing or two from 
this.

What do I mean? Many lenders 
are preoccupied with compliance. 
Surely compliance is important. 
However, if lenders don’t use the 
burden of compliance as a way to 
look at their whole process and 
actually improve it, I fear they will 
go the way of Ahab.
If we look at the new disclosure rule 
set to go into effect of August as an 
example, I fear that too many 
lenders see this as just a forms 
issue. It’s not. It’s bigger then that. 
Lenders need to look at each new 
rule as a singular rule, but also as a 
way to improve the way they 
transact business as a whole. Don’t 
be so blinded by compliance that 
you let it get the better of you and 
ultimately cause your demise. ²
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