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Lenders Need  
to Know This
BY JOHN LEVONICK

Know Before You Owe (KBYO), the new 
mortgage disclosure regulation, does not take 
effect until August 2015. So why talk about it 
now? This change in mortgage disclosures is 
sweeping, and, in many respects, bigger than 
the Qualified Mortgage (QM) and Ability to 
Repay (ATR) Rules. Its complexity and broad 

range poses significant 
challenges for mortgage 
originators.
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Today’s Servicing Requirements 
BY BARRY HAYS

The servicing industry is in the midst of significant regulatory rule adoption and 
implementation, but based on the volume of servicing-specific entries in the CFPB’s 
Consumer Complaint Database, the pace of change is simply not rapid enough. 
At a recent servicing trade show, Deputy Director of the CFPB, Steven Antonakes, 
clearly vocalized his level of disappointment in the lack of progress in this regard. 
Under this increased level of scrutiny, servicers are challenged to 
quickly and cost effectively improve their borrower communica-

tions to comply with the spirit of the CFPB’s regulations.

The CFPB’s 
Next Target
BY MIKE BRIDGES

In my last column I talked about how apathy 
enables cyber crimes. Cyber crimes are now 
larger than all property crimes 
combined. Unfortunately this 
apathy leads most lenders 
and service providers in the 
mortgage industry to still be-
lieve that cyber crime might 
hit Target and other well 
know retailers but not the mortgage industry. 
Well, I hope these recent 
events may change your 
thinking.

The Return of 
Speculative Deals 
BY PHIL HALL 

When it comes to speculative 
construction deals, commercial 
real estate investors are ready, will-
ing and able to proceed – albeit on 
a somewhat uneven playing field.

“Developers are saying they see demand and that 
they are not able to serve market adequately with 
available product,” says Tripp Eskridge, the Atlanta-
based managing director at JLL’s Industrial Project & 
Development Services group.

According to third-quarter 2013 data released by 
JLL, speculative construction deals were taking place 
in 40 out of 48 U.S. markets. However, the quantity of 
deals may not be enough to satisfy current demand 
requirements. Indeed, the speculative approach ap-
pears to have created something of a patchwork ef-
fect across the country, with certain cities and regions 
seeing far more activity than others. 
Kevin Randles, senior vice president at CBRE Capital 
Markets Inc. in Sacramento, Calif., and commer-
cial division president of the California Mortgage 
Bankers Association, observes speculative construc-
tion deals in the office sector appear to be a coastal 
phenomenon.
“We are seeing an uptick that is only focused on 
gateway markets such as Boston, Washington, D.C., 
and San Diego – markets with 
continued job formation in 
past three to four years,” says 
Randles.
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The Best Way  
To Ensure Compliance

The mortgage industry faces a liability that threatens both the accuracy of our public record 
and our ability to comply with new federal regulations, according to Myron Finley, Chief Legal 
Officer for Nationwide Title Clearing and co-chair of the Business Processes and Procedures 
Committee for the Property Records Industry Association (PRIA). Finley made his comments 
at PRIA’s Winter Symposium held earlier this year.

“A significant amount of the liability in the industry exists in the gap between the closing of 
the loan and recording of the documents,” said Finley. “That’s why e-recording is so important 
in our industry. In our increasingly digital society, an entirely paper-
less process is the next logical step in ensuring accuracy, as well 
as compliance.”

According to Finley, a number of sessions at the recent 
symposium further solidified the importance of adapting in-
dustry standards to fit the new compliance landscape, in 
general, and e-recording, in particular. E-recording differs 
from traditional recording methods because the original 
documents never leave one’s possession—they are 
scanned and submitted within minutes, and are then 
returned electronically immediately after recording, 
making processing land records and property docu-
ments simple, fast and secure. Documents can be 
submitted 24/7, and the process is cost-effective, 
reducing paperwork.

PRIA, an organization which develops and pro-
motes national standards and practices within the 
land records industry, holds annual conferences 
with a goal of providing a venue for industry officials 
to discuss how to meet local needs with national 
knowledge.

“Conferences such as the PRIA Symposium are 
the perfect forums in which proactive and profes-
sional leaders can educate themselves on issues 
that are impacting our industry,” said John Hillman, 
Nationwide Title Clearing CEO. “PRIA sets standards, 
and that is, to a large measure, what NTC is all about; 
adopting practices that establish uniformity will help to 
protect our nation’s land records, the mortgage indus-
try, and homeowners.”

Surely this is a message 
that everyone can under-
stand and get behind.
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Boasting 95,000 business as cus-
tomers, users in 188 countries, and 
40,000 new unique users of its net-
work every day, San Francisco-based 
DocuSign announced that it has 
raised an additional $85 million to fuel 
further growth. With most of the new 
funding coming from “large institu-
tional public funds,” the new infusion 

brings the company’s total funding to 
$210 million, including investors like 
salesforce.com, Google Ventures, 
SAP Ventures and other top-tier play-
ers. Morgan Stanley acted as sole 
agent for the funding.

Recently, DocuSign announced 
a long-term strategic partnership 
with Microsoft to make DocuSign’s 

eSignature apps widely available 
within Microsoft Office 365, to let cus-
tomers submit and sign documents 
without leaving Microsoft applications 
including Outlook, Word, SharePoint 
Online and SharePoint Server 2013. 
Microsoft currently deploys DocuSign 
in 100 use cases around the world.

In an exclusive March 3 pre-an-
nouncement interview, DocuSign 
founder and Chief Strategy Officer 
Tom Gonser pointed out that the 
company’s 60% to 70% global mar-
ketshare makes it “by far the largest” 
player in the space, setting the stan-
dard for managing fully digital trans-
actions. “You can plug DocuSign in 
anywhere you might be dealing with 
a document that must be signed and 
returned, and be sure it will appear in 
the right context for the transaction,” 

Gonser said.
A key reason global adoption of 

DocuSign has been viral, Gonser 
said, is that it provides “carrier grade 
dialtone,” meaning scheduled main-
tenance never requires taking down 
the system, “because somewhere in 
the world someone is always right 
in the middle of a transaction.”  As 
a result, he said, DocuSign stands 
alone among competitors in provid-
ing ubiquitous worldwide service 
comparable to VISA in the credit 
card space. DocuSign claims that its 
Digital Transaction Management plat-
form is now used throughout every 
department in nearly every industry, 
from financial services to manufactur-
ing to higher education, to accelerate 
transactions.

Looking back at his time in the 
mortgage industry, Gonser said 
he was an enthusiastic backer of 
MISMO during his NetUpdate days, 
and predictrd that MISMO will be an 
important body in restoring some of 
the technology advances Fannie and 
Freddie put forth that got lost in the 
mortgage meltdown. He said that 
while eNote adoption may have tailed 
off as the most recent refi boom gave 
way to a purchase market, eNote 
adoption “absolutely” has to pick up. 
“Everyone is using e-signatures in real 
estate disclosures, and starting to see 
it in insurance and in banking. So for a 
mortgage I have to drive downtown to 
sign?” He said consumers won’t put 
up with that for long.

Long known in the mortgage in-
dustry as the founder and CEO 
of NetUpdate. Gonser oversaw 
NetUpdate’s 2001 acquisition of 
Seattle-based document man-
agement and electronic signature 
provider DocuTouch. After he left 
NetUpdate, Gonser purchased some 
of Docutouch’s patented assets to 
found DocuSign in 2003, but didn’t 
end up using them in the initial ver-
sion of DocuSign. Gonser has been 
widely credited with being the father 
of electronic signatures for develop-
ing an e-signature process that didn’t 
require software or digital signatures. 
The e-signature technology DocuSign 
developed by 2004 was browser-
based and conformed to the 2000 
ESIGN Act and UETA. 
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Recently the president of a small 
mortgage company posted that his 
staff had successfully processed 
loans from origination to closing in 
just over 16 days. He included in his 
posting a picture of the measure-
ments he used to track the produc-
tion process. While I applauded his 
company’s achievement in complet-
ing loans in 16 days, I asked, well-
intentioned, where his quality mea-
sures were and pointed out what I 
thought was self-evident, that speed 
does not automatically equate to 

good loans. 
The response was immediate and 

derogatory. How dare I question the 
quality of his loans and besmirch the 
good name of his company. Other 
staff members responded in kind 
and blasted me for even implying 
that they did not produce good qual-
ity loans. But really, how do I or any 
investor know if these loans met the 
guidelines for origination, underwrit-
ing or closing based on the fact that 
they were done in 16 days?

Since 1985 when Fannie Mae 

first began requiring that companies 
have a quality control program, the 
industry has failed to comprehend 
what quality is all about. Oh, we 
use the word incessantly with every 
piece of the operation from “quality” 
loan officers to “quality” delivery, yet 
management appears to have a very 
poor understanding of what it is all 
about. I continue to hear from friends 
and colleagues regarding their frus-
trations about the lack of any useful 
information coming from the process 
and the continuing rising costs as-
sociated with it. Even with the more 
recent shift of Fannie Mae, Freddie 
Mac and FHA’s Quality Control pro-
grams to incorporate a “manufactur-
ing” approach to testing for quality, 
the underlying program remains the 
same.  

It is all about the checkers check-
ing the checkers who already 
checked the checkers. How else 
can you describe a requirement for 
pre-funding review immediately be-
fore closing, a post-closing audit 

with lots of discretionary reviews and 
a 100% review of these same loans 
that are sold to the agencies? Based 
on what is required today, the output 
of QC is not to ensure the process 
is working properly but to CURE the 
bad loans found so that the custom-
er can’t force repurchase. Of course, 
this doesn’t do anything for the bad 
loans that aren’t found, stop more 
bad loans from being made or really 
stop a repurchase.

Today’s process reminds me of 
the executive of a flashlight manu-
facturing company whose product 
was very pricy because it was highly 
rated for quality. When asked how 
he did it the CEO replied that he in-
spected every flashlight that came 
off the assembly line and if it had a 
problem it was sent back to be fixed. 
“How many have to be sent back?” 
inquired the reporter. “About 50%,” 
the CEO replied. “Why do you think I 
have to charge so much for the darn 
things?”

While many mortgage executives 
will continue to “curse the darkness” 
that is today’s QC, some CEOs will 
hopefully begin to light some can-
dles. The agencies have gone on 
record, saying for the first time, that 
the program they prescribe is not 
the only way and are encouraging 
lenders to find methods that work 
for them. A good start to that would 
be to recognize that quality control 
is not about the loans but about the 
process. If the process works cor-
rectly then loans produced in 6 days, 
26 days or 60 days will be quality, 
and there will no longer be the need 
to spend money “curing” the prob-
lems. Once people begin to com-
prehend what quality is really about, 
there will be no need to ask for qual-
ity measures.  They will be front and 
center of every good lender. 

Contact Mortgage Builder today and learn more about 
our next generation LOS.  800.460.5040 • www.mortgagebuilder.com

Architect, Mortgage Builder’s 

next generation LOS, is an  

all-inclusive residential lend-

ing solution that manages 

your loans from prequalifica-

tion through interim servicing 

and delivery.  Built with the  

latest technology, Architect  

offers browser based access in 

the cloud and expanded applica-

tion enhancement capabilities.  

See how Architect is helping move 

our clients and the industry forward.  

   Next 
Generation 
     LOS

Quality
COMPREHENSION

ABOUT THE AUTHOR
rjbWalzak Consulting, Inc. 
was founded and is led by 
Rebecca Walzak, a leader in 
operational risk management 
programs in all areas of the 
consumer lending industry. 
In addition to consulting 
experience in mortgage 
banking, student lending 
and other types of consumer 
lending, she has hands 
on practical experience in 
these organizations as well 
as having held numerous 
positions from top to bottom 
of the consumer lending 
industry over the past 25 
years.

It is all about 
the checkers 
checking the 
checkers who 
already checked 
the checkers.

http://www.mortgagebuilder.com


Today’s Lending Insight  5

Over 100 mortgage executives 
gathered to see who the Executive 
Team of PROGRESS in Lending 
named the top industry innova-
tions of the past year. This honor 
is the Good Housekeeping Seal 
of Approval, the Gold Seal when it 
comes to recognizing true industry 
innovation. All applications were 
scored on a weighted scale. We 
looked for the innovation’s overall in-
dustry significance, the originality of 
the innovation, the positive change 
the innovation made possible, the 
intangible efficiencies gained as a 
result of the innovation, and the hard 
cost and time savings that the inno-
vation enables industry participants 
to achieve. We encourage everyone 
to apply online to get recognized 
next year. But for now, in alphabeti-
cal order, the top innovations are:

A LA MODE, INC.
PROGRESS in Lending has 

named a la mode, inc.’s Mercury 
Mobile application a top innova-
tion. This tool is a new application 
from Mercury Network designed for 
iPhone, iPad, and Android. Mercury 
Mobile is free to any appraiser and 
was developed in 2013 to keep 
lenders and AMCs connected to 
their appraisers, no matter where 
the appraiser is. Since appraisers 
are often in the field inspecting prop-
erties, it’s critical to give them tools 
to communicate in real time with 
lenders and AMCs so the valuation 
cycle stays on schedule, and lend-
ers and AMCs don’t have to waste 
valuable time and money waiting to 
hear from an appraiser.

COMPLIANCE SYSTEMS INC. 
(CSI)

PROGRESS in Lending has named 
CSi’s Simplicity tool a top innovation 
because it represents the conver-
gence of enterprise transaction risk 
management solutions delivered via 
a Web-based application. As a re-
sult of the market upheaval in 2008, 
lenders are becoming all too familiar 
with the demands of managing the 
various types of enterprise trans-
action risks: Operational, Liquidity, 
Reputation, Legal/Regulatory, 
Market, and Credit. A couple of 
years ago, one might have said, “It 
is becoming overwhelming.” Today, 
there is no doubt — lenders are of-
ficially whelmed. As a result, CSi 
has targeted its ongoing research 
and development into ways to aid 
lenders in managing and mitigating 
these risks.  To that end, CSi intro-
duced its newest innovation, CSi 
Simplicity to the industry in 2013.

FISERV
PROGRESS in Lending has 

named LoanComplete from Fiserv 
a top innovation because it is a 
turnkey solution that ensures lend-
ing process efficiencies and com-
pliance with complex government 
regulations. LoanComplete has 
improved the mortgage process 
by providing an overarching quality 
review that ensures that loans are 
complete and accurate across the 
entire loan processing operation. 
The solution has automated many 
manual processes that are tradi-
tionally needed to fill the processing 
gaps caused by legacy, disparate 

line-of-business applications that 
are used throughout the life of the 
loan. LoanComplete is unique be-
cause it leverages a new loan qual-
ity completion process, designed 
by Fiserv, that improves the overall 
mortgage process.

FORMFREE
PROGRESS in Lending has 

named AccountChek, a Software 
as a Service product that helps 
mortgage lenders assess a bor-
rower’s ability to repay, provided 
by FormFree Holdings Corp., a 
top innovation. AccountChek col-
lects, certifies, and analyzes finan-
cial data to help lenders save time 
and make better lending decisions. 
AccountChek provides automated 
verification of a borrower’s deposits 
and delivers digital bank statements 
in a standardized, electronic format, 
along with an analysis of the data. 
With assets accessible from more 
than 15,000 institutions, and a to-
tally paperless process accepted 
by Fannie Mae as an alternative 
to paper bank statements, there 
is no other solution that matches 
AccountChek’s capabilities on the 
market today.

ISGN
PROGRESS in Lending has named 

CFPB Compliance RiskCheck a top 
innovation. ISGN has partnered with 
TRUPOINT to offer this Software as 
a Service, cloud-based self-assess-
ment risk tool to be used by lenders 
to evaluate risk against the CFPB 
requirements. The system contains 
a series of questions pertaining to 

CFPB requirements, approximately 
1,000 questions in total, which are 
broken out by originations or servic-
ing and then by area of risk. In the 
end the system analyzes the inher-
ent risk and control to determine 
the residual risk, using a taxonomy 
in line with the CFPB regulatory 
guidelines.

MRG DOCUMENT TECHNOLOGIES
PROGRESS in Lending has 

named CompliancePlus put out by 
MRG Document Technologies a 
top innovation. With the advent of 
January 2014, MRG re-evaluated 
its offerings in 2013. Not only 
was the technology upgraded 
to accommodate the necessary 
changes, but legal services were 
expanded greatly and a wealth of 
new ones added. This was all done 
to facilitate a demand in the industry 
to mitigate lender and vendor risk. 
The demand came in the form of 
lenders calling wanting to outsource 
entire portions of their business 
processes. This included everything 
from monitoring the disclosure 
and e-sign disclosure process to 
taking on entire back end closing 
department functions and beyond 
with pieces of the servicing aspect, 
as well. Vendors were also relying 
on MRG for the outsourcing of 
legal questions and guidance for 
compliance-related matters.

Congratulations to all the innova-
tors that toil away every minute of 
every day to make the mortgage in-
dustry better. We at PROGRESS in 
Lending are proud to recognize your 
efforts! 

And The Winners Are …
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Since the Mortgage Bankers 
Association forecasted a 36 percent 
decrease in total origination volume 
for 2014, there has been a lot of 
speculation as to how lending institu-
tions can survive in an environment 
with decreased revenue from refi-
nancing. While there are many lend-
ers changing their business plans to 
compensate for this loss of volume, 
I rarely see investment in the most 
profitable strategies in the purchase 
market: an effective database-driven 
CRM and one-to-one marketing pro-
gram. Mass marketing techniques 
only focus on output, whereas so-
phisticated one-to-one communica-
tion more effectively targets custom-
ers and crafts unique and relevant 
messages to produce true results. 
To thrive in today’s purchase market, 
lenders must effectively communi-
cate with referral partners, prospects 
and past customers to generate pur-
chase business. 

Investing in relationships with refer-
ral partners is a key way to maintain 
additional sources of new business 
and fill your pipeline in a purchase 
world. The most important thing is to 
tap into these partnerships in ways 
that produce results. Engaging with 
referral partners through the ongo-
ing communication of meaningful 
messages maintains engagement 
over the long term. To create shared 
customers, lenders should show real 
estate partners that they are commit-
ted to managing borrowers’ loans on 

a granular level throughout the life-
cycles of these loans. 

Ongoing communication with 
prospects is also critical to win in a 
purchase market. Communication 
should be timely, relevant and stra-
tegic, focusing not only on what the 
lender can offer the potential home-
buyer but why it’s the perfect time 
to buy a home. A prospect is much 
more likely to become a customer if 
they understand in detail how their 
personal needs can be met even 
before they’ve signed a contract. 

Making the decision to purchase 
a house is an intimidating one, and 
potential customers need to be re-
assured that a lender is knowledge-
able and invested in their situation. 
Automated marketing solutions that 
send relevant and timely messag-
es to prospects immediately upon 
meeting them is an effective, results-
driven solution.

Past customers already familiar 
with a lender’s work are the best 
source of new business in a pur-
chase market. But while homeown-
ers placed their trust in a lender once, 
they may not remember their experi-
ences years down the road when 
it comes time to move. By send-
ing regular one-to-one marketing to 
these customers after the close of a 
loan, you communicate that you’re 
still invested in managing their ac-
count and are looking for ways to 
help them save money in the future. 
Creating a meaningful dialogue with 
past customers reinforces a lender’s 
work ethic and reminds a homebuyer 
that they’re in good hands. Even if 
your past customers are not look-
ing to move now, consistent contact 
makes them more likely to send re-
ferrals your way. 

Maintaining strong relationships 
with referral partners, prospects and 
customers using one-to-one market-
ing can only be done with sophisti-
cated database management and 
the use of Big Data. A centralized au-
tomated marketing system provides 
lenders with the ability to customize 
marketing material to create unique 
messages for each recipient. In con-
trast, mass marketing creates a sin-
gle message that is then dispensed 
to the entire customer database. 
There isn’t much of a comparison as 
to which has a better chance of pro-
ducing results and lenders who thrive 
in this new market will invest in these 
effective strategies. 
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Recently the Mortgage Bankers 
Association (MBA) delivered some 
sobering news. Independent mort-
gage banks and mortgage subsid-
iaries of chartered banks made an 
average profit of $150 on each loan 
they originated in the fourth quarter 

of 2013, down from $743 per loan in 
the third quarter, the MBA reported 
in its Quarterly Mortgage Bankers 
Performance Report.

“Fourth-quarter production profits 
were at their lowest levels since in-
ception of the Performance Report 
in 2008, driven by study-high costs 
in a declining mortgage market,” said 

Marina Walsh, MBA’s Vice President 
of Industry Analysis.  “One consola-
tion was in mortgage servicing, where 
financial income improved.  However, 
not all mortgage companies retained 
mortgage servicing rights or gener-
ated margins large enough to offset 

production losses.  It is perhaps not 
surprising that only 58 percent of par-
ticipating companies had overall posi-
tive pre-tax profits in the quarter.”

Among the other key findings of 
MBA’s Quarterly Mortgage Bankers 
Performance Report are: In basis 
points, the average production profit 
(net production income) was 9 basis 

points in the fourth quarter of 2013, 
compared to 38 basis points in the 
third quarter.  This marks the fifth con-
secutive quarter that production prof-
its have decreased.

Average production volume was 
$367 million per company in the 
fourth quarter of 2013, down from 
$391 million per company in the third 
quarter.  The volume by count per 
company averaged 1,641 loans in the 
fourth quarter, down from 1,788 in the 
third quarter. 

The purchase share of total origi-
nations, by dollar volume, increased 
to 69 percent in the fourth quarter of 
2013, up from 67 percent in the third 
quarter.  For the mortgage industry as 
whole, MBA estimates the purchase 
share at 47 percent in the fourth quar-
ter of 2013, down from 49 percent in 
the third quarter.  

Secondary marketing income in-
creased to 248 basis points in the 
fourth quarter, compared to 244 basis 
points in the third quarter. Total loan 
production expenses – commissions, 
compensation, occupancy, equip-
ment, and other production expenses 

and corporate allocations – increased 
to $6,959 per loan in the fourth quar-
ter, up from $6,368 in the third quar-
ter.  Fourth quarter 2013 production 
expenses were the highest recorded 
in any quarter since the Performance 
Report was created in the third quar-
ter of 2008.  

Personnel expenses averaged 
$4,385 per loan in the fourth quarter, 
up from $4,130 per loan in the third 
quarter.  The “net cost to originate” 

was $5,171 per loan in the fourth 
quarter, up from $4,573 in the third 
quarter.  The “net cost to originate” 
includes all production operating ex-
penses and commissions, minus all 
fee income, but excluding secondary 
marketing gains, capitalized servic-
ing, servicing released premiums, and 
warehouse interest spread.  

Productivity was 2.0 loans origi-
nated per production employee per 
month in the fourth quarter, down 
from 2.5 in the third quarter. For those 
companies in mortgage servicing, net 
servicing income per loan increased 
to $355 per loan in the fourth quar-
ter from $224 per loan in the third 
quarter.  In basis points, the average 
servicing profit was 19 basis points 
in the fourth quarter of 2013, com-
pared to 12 basis points in the third 
quarter. Including all business lines, 
58 percent of the firms in the study 
posted pre-tax net financial profits in 
the fourth quarter of 2013, down from 
74 percent in third quarter, and 92 
percent in second quarter.

So, how do you become more 
profitable in a market with declining 
origination where the cost to origi-
nate is increasing? The only answer 
is to streamline and automate more 
processes. The technology exists to-
day to automate virtually every part of 
the mortgage process, which would 
shorten the time to process a loan, 
eliminate a lot of fraud and human er-
ror, ensure compliance and cut costs. 
So, why don’t lenders automate 
more? I guess they feel like they don’t 
need more profit, what other reason 
could there be? 
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Where To Staff Up 
In Order To Succeed

The overall employment news in the mortgage 
industry is not good. Recently, the Bureau of 
Labor Statistics’ (BLS) monthly real estate credit 
and mortgage brokerage employment statistics 
through December 2013 shows employment in 
real estate is declining.

According to the BLS numbers, there are 
218,100 real estate credit employees working 
in the field, a 1.9% decrease over last year and 
0.8% decrease from last month. The employ-
ment ebbs and flows are common in the mort-
gage industry. When volume is high there’s a lot 
of hiring and now that volume is shrinking we 
can expect a lot of layoffs.

But if we look outside of the mortgage indus-
try, we’ll learn that other industries are actually 
hiring in certain areas. If you want to succeed in 
this or any other market, you have to have key 
people in place. For example, some 54.2% of 
marketing teams plan to hire content marketers 
in the next year, according to a recent Kapost 
survey of 500 global marketers.

So, what traits do companies want in their 
content marketers?

“More than 9 in 10 companies report writing 
and editing skills are the most important qualities 
in a content marketer,” notes Kapost.

Companies also look for the following:
>> Sales or marketing skills (56.9%)
>> SEO expertise (38.1%)
>> Graphic design/Web development (24.3%)
>> Video production (10.5%)
While these positions/qualities may seem for-

eign to most in the mortgage industry, all com-
panies regardless of the market they serve, 
should employ people with these skills if they 
want to thrive in the coming years. To find out 
more about top trends in content marketing hir-
ing, check out the following infographic:
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We recently heard from the MBA 
that lender profitability is at record 
lows. Obviously when lender profits 
are down, that means that they have 
less money to invest in technology, 
which impacts vendors, as well. So, 
how can technology vendors con-
tinue to thrive? In an article called, 
“Loyalty: The Key To Consistent 
Victory” by John Maxwell, he puts it 
this way:

“March Madness got its name be-
cause the NCAA basketball tourna-
ment provides stunning upsets each 
season. Unpredictability is big part 
of the tournament’s appeal. At any 
point in the competition, an unknown 
squad can suddenly catch fire, hitting 
shot after shot, to knock off a heav-
ily favored opponent. However, if you 
were filling out an NCAA tournament 
bracket from 1967 to 1973, then you 

should have chosen the same cham-
pion every single year. Coach John 
Wooden’s UCLA Bruins won seven 
consecutive titles! No other men’s 
collegiate team has won more than 
two NCAA tournaments in a row.”

Why did John Wooden’s teams win 
so often? Obviously, they had talent-
ed players, but what set UCLA apart 
from the competition was their com-
mitment to loyalty. UCLA’s players 
were intensely loyal to their leader, 
Coach John Wooden, as well as to 
their fellow teammates.

How to Earn Loyalty:
1) Make your values visible. 

Leaders attract who they are. If you 
want a cohesive team, one that’s 
loyal to a common cause and to one 
another, then be clear and candid 
about your values. John Wooden 
arranged his values into a visual 

aid that he called the “Pyramid of 
Success.” The pyramid consisted 
of fifteen building blocks Wooden 
believed were essential to success 
in life, and he taught these values 
to his players. He placed loyalty as 
the building block at the center of the 
pyramid’s foundation.

2) Be loyal to yourself. Coach 
Wooden liked to quote a line from 
Shakespeare’s Hamlet: “To thine 
own self, be true.” His coaching 
philosophy wasn’t just a strategy to 
win games; it flowed directly out of 
his deepest beliefs about life. John 
Wooden not only believed in the prin-
ciples of success he instilled in his 
players, he also exemplified them. 
He inspired loyalty because his play-
ers knew that he was the real deal—
he authentically practiced the values 
he professed.

3) Give loyalty to your people.  
Leaders cannot demand loyalty; 
they have to earn it. However, lead-
ers should give 100% loyalty to their 
people from day one. People need to 
feel your trust, care, and commitment 
to them. As Wooden wrote, “People 
do not arrive at your doorstep with 
loyalty. It comes when those you 
lead see and experience that your 
concern for their interests and wel-
fare goes beyond simply calculating 
what they can do for you—how you 
can use them to your advantage.” 
Once you give loyalty, you open up 
the channel to receive it in return.

If you think about it, in an economy 
where individuals bounce from job 
to job, quickly moving in and out of 
relationships, how can a leader be 
expected to build loyalty? Coach 
Wooden is proof that loyalty doesn’t 
take a decade to develop. He led in 
a climate of constant turnover, where 
players stayed only a few years, at 
most, before graduating and moving 
on. To inspire loyalty, a leader simply 
must dare to go against the grain 
of contemporary business culture. 
Look to invest in people rather than 
to wring productivity out of them.

Instead of asking, “What have you 
done for me lately?” inquire: “What 
can I do to add value to you?” 
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Let’s do a thought experiment. If 
you can, reach way back deep inside 
your most distant memories to the 
time when you were in school. Take 
your time. If you need to go dig out 
the old yearbook, that’s okay; I’ll wait.

Now, who was the best teacher 

you ever had? From which teacher 
did you most enjoy learning? Who 
most inspired you--personally or 
professionally? Chances are, there’s 
a teacher popping into your head al-
ready. You probably don’t even need 
to think about it.

How about this: who is the worst 
teacher you ever had? From which 
teacher did you learn the least? 
Which teacher did you find the least 
inspiring? You probably have a fairly 
clear picture of this teacher as well.

What separates these two teach-
ers? It’s probably not the subject. 
I’ve met people whose most favor-
ite teachers taught chemistry and 
whose least favorite teachers taught 
art. A “boring” subject does not nec-
essarily imply a boring teacher. 

So, what is it that separates the 
most inspiring teachers from the 
least inspiring teachers. My guess 
is that it’s one thing: passion. Those 
teachers and mentors who leave the 
most lasting effect on us are proba-
bly those who were most passionate 
about what they did. Passion seems 
to stick with us.

In a famous study conducted 
by the Institute of Practitioners in 
Advertising, a sample of 1,400 

successful ad campaigns were ana-
lyzed based on their methods of per-
suasion. The IPA wanted to see if it 
could determine whether appeals to 
reason or appeals to emotion were 
more effective. And what do you 
suppose they found? 

Of the 1,400 campaigns, 16% re-
lied strictly on rational appeals. That 
is, the ads gave viewers logical rea-
sons to buy the products--the basic 
features and benefits spiel. And what 
about the emotional appeal? 31% of 
the ads relied strictly on emotional 
appeals--twice the amount of those 
that attempted to persuade with 
logic. Based on this fairly large data 
set, then, we are twice as likely to be 
persuaded by emotion than we are 
by reason.

To most of us, the results of this 
analysis probably aren’t all that sur-
prising. We know that the heart-
strings are the key to the purse 
strings. We know we buy stuff that 
makes us feel good. But that’s not 
just why we buy stuff; it’s also why 
we buy ideas.

For leaders, passion is everything. 
If you aren’t passionate about your 
work and your organization, you are 
not going to convince your team to 
do the work they need to do. Sure, 
you can give them a logical argu-
ment: do “x” and you get a raise, 
but do “y” and you get fired. But 
that’s not nearly as likely to motivate 
them as appealing to their sense of 
meaning, purpose, and fulfillment in 
the work--that is, appealing to their 
emotions.

Passion persuades. If you are a 
passionate leader, that passion will 
translate to your team. If your employ-
ees feel passionate about their work, 
that passion will in turn translate to 
your customers. And it all starts with 
you. A leader without passion is a 
leader without effect. Want to be ef-
fective? Then, be a passionate leader. 
It makes all the difference. 
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Most lenders and appraisal man-
agement companies (AMCs) in the 
industry are already aware of the new 
ECOA Valuations Rule that took ef-
fect on January 18th of this year. The 
Rule governs how and when we must 
provide copies of all valuations to the 
borrower.

However, some are missing the 
critical compliance steps if you’re 

sending copies of these documents 
to your borrower electronically. There 
are new borrower acknowledgements 
required when the appraisal is sent via 
e-mail. The ECOA Valuation Rule re-
quires that lenders “obtain the appli-
cant’s consent [to receive an electron-
ic copy of the document] under the 
Electronic Signatures in Global and 
National Commerce Act (E-Sign Act).”

Basically, if you’re delivering elec-
tronically, the E-Sign Act requires:

>> Applicant’s consent to receive 
the document electronically

>> Applicant is provided with a 
statement of the hardware and soft-
ware requirements for successful re-
ceipt of the electronic document

>> Confirmation that the applicant 
can download and view a PDF, prior 
to downloading the document

The industry buzz surrounding the 
ECOA Valuations Rule focused almost 
exclusively on the timing requirements 
and on the question of what consti-
tutes a valuation. But if you’re only fo-
cused on those issues, you can easily 
neglect the requirements for compli-

ant electronic delivery, exposing your-
self to considerable risk. Violations of 
consumer privacy laws are notorious-
ly costly, both in assessed penalties 
and in reputational risk. 

These new requirements for elec-
tronic delivery may seem daunting if 

you don’t have appropriate technol-
ogy in place, but the alternative of tra-
ditional snail mail is costly and doesn’t 
give you the proof of compliance 
you’ll need for exams. Certified mail 
costs around $7 per send, and takes 
approximately three to five business 
days for delivery. If you request proof 
of receipt to ensure your own compli-
ance, the postage costs will exceed 
$12 per send. To add insult to injury, 
it’s very difficult to ensure you’re deliv-
ering the documents within the time 
period required by the law.  

With technology, you can deliver 
electronically to your borrower and 
record their permission to receive 
it electronically, as well as their ac-

knowledgements of the hardware and 
software requirements, along with 
confirmation they can actually open 
the document. Mercury Network’s 
SureReceipts solution is available to 
any lender or AMC for only 50¢ per 

send, and everything is documented 
in an audit trail that travels with the 
loan file. There are also appraisal man-
agement companies that can handle 
the deliveries on behalf of the lender, 
but you must verify they are gathering 
these permissions and acknowledge-
ments from the borrower so you can 
document it for your compliance.

Borrower security and documenta-
tion are the keys to any compliance 
strategy for the ECOA Valuations 
Rule. Make sure you are delivering in 
a secure manner to safeguard their 
privacy, and make sure you get an au-
tomatic date and time stamp for your 
borrower permissions and acknowl-
edgements. Otherwise, you could be 
at risk for expensive fines and worse 
— unnecessarily. 
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(continued from P1) 
Last week Ellie Mae confirmed 

that its recent outages, which have 
forced lenders to delay loan clos-
ings, resulted from a flood of service 
requests “characteristic of a distrib-
uted denial of service” attack.

As reported in National Mortgage 
News, “loan closings delayed by the 
attack have forced lenders to pay 
for rate lock extensions and hedg-
ing losses. Home closings funded 
by purchase mortgages have been 
delayed, presumably inconvenienc-
ing consumers who need to move.”

So, do you still believe that cyber 
criminals are not going to hit the 

mortgage industry? In addition to this 
latest attack, “The U.S. Securities 
and Exchange Commission is ex-
amining the exposure of stock ex-
changes, brokerages and other Wall 
Street firms to cyber attacks that 
have been called a threat to financial 
stability,” according to a Bloomberg 
News report published on March 
26, 2014.

The article went on to say that 
“The SEC and the Financial Industry 
Regulatory Authority, which over-
sees broker-dealers, identified cy-
bersecurity as a priority for compli-
ance examinations. Criminal hacking 
cost financial services companies, 

on average, about $18.8 million in 
2013, according to a study by the 
Ponemon Institute, a research and 
consulting firm. The report estimat-
ed an average cost for brokerages 

of $19 million and $21.9 million for 
investment advisers.”

“Hackers targeting broker-deal-
ers may seek intellectual property 
such as trading algorithms or the 

source code of trading systems,” 
said Richard Bejtlich, chief security 
strategist at FireEye Inc., a Milipitas, 
California-based information-securi-
ty consultant. “Manipulation of criti-
cal data systems probably poses the 
greatest risk to Wall Street compa-
nies whose buy-and-sell decisions 
and order routing are increasingly 
automated. Under a rule proposed 
last year, exchanges would be re-
quired to promptly disclose to their 
broker-dealer members any breach-
es of critical systems. “

Given the Ellie Mae situation and 
the potential threat of more attacks 
to come to the mortgage industry, 
isn’t it just a matter of time before 
the CFPB follows the SEC and 
FINRA in indentifying cybersecurity 
as a priority for compliance exami-
nations? The bottom line is that no 
longer can the mortgage industry al-
low apathy to enable cyber crimes. 
The time to act is now before the 
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(continued from P1) 
First things first: Know Before You 

Owe, a product of the Dodd-Frank 
legislation, introduces two new dis-
closures: the Loan Estimate and 
the Closing Disclosure. The Loan 
Estimate is designed to provide 
disclosures that help borrowers un-
derstand the key features, costs, 
and risks of the mortgage loan for 
which they are applying. It must be 

issued within three days of loan ap-
plication. So far so good; this is the 
same requirement that is in place to-
day for the Truth-in-Lending (TIL) and 
Good Faith Estimates (GFE). The big 
change, however, is that the Loan 
Estimate replaces the TIL and GFE 
forms that every lender (and every 
borrower that has taken out at least 
one mortgage) knows well.

The Closing Disclosure is designed 

to provide information that helps bor-
rowers understand all of the costs of 
the transaction. It must be received 
by the borrower three business days 
prior to the closing date. The HUD-
1 and TIL that is due at closing is 
replaced by the Closing Disclosure. 
These forms, too, are familiar to ev-
ery lender and seasoned borrower.

The implications of KBYO are 
broad and touch every corner of the 
mortgage origination process. So, in 

setting priorities in the areas of peo-
ple, process and technology, where 
should lenders focus first? The short 
answer is technology. While QM and 
ATR were technologically challenging 
— with some platforms managing 
them better than others – KBYO is 
even more so because of the way it 
handles the costs borrowers typically 
encounter when taking out a mort-
gage loan. Dealing with KBYO is a 
major undertaking.

People, both internal and exter-
nal, should be the second focus for 
KBYO implementation. Mortgage 
teams must re-learn and translate all 
they know from the Truth-in-Lending, 
Good Faith Estimate and HUD-1 
forms. Every mortgage lender knows 
them well and can explain them 
thoroughly. As of August 1, 2015 
these forms become a part of mort-
gage history. Training staff well is a 
critical first step, because the next 

step is educating borrowers. First-
time borrowers, of course, are unaf-
fected. Since they have never seen 
a TIL, GFE or HUD-1, they will not 
be surprised by the new disclosures. 
Repeat borrowers are another story 
altogether, especially those who 
have financed or refinanced a home 
more than once. The Loan Estimate 
and the Closing Disclosure will be 
completely foreign to them, so it will 
be essential to have a well-trained 
and well-prepared lending staff to 
put them at ease.

Know Before You Owe affects 
mortgage origination in a number of 
ways, so process should be the third 
area of concentration. It is important 
to have the right technology (and 
trained people) in place before tack-
ling processes. Technology drives the 
flow of most mortgage operations 
and the right technology is essential 
to refining the processes needed to 
address the new regulations.

While 16 months may seem like a 
long time from now, objects on the 
horizon are closer than they appear. 
Now is the time to get to know Know 
Before You Owe, and to start making 
sure that your mortgage technology 
is ready when – or better yet, before 
– this complex and sweeping regula-
tion takes effect. 
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(continued from P1) 
So where should servicers focus 

their attention first? A good start-
ing point would be through the very 
communications channel that bor-
rowers prefer to use most – the 

telephone. The Interactive Voice 
Response (IVR) experience that a 
borrower has before being directed 
to an agent is crucial in ensuring bor-
rower satisfaction and refining agent 
performance. Servicers should look 

for potential improvements within 
their IVR scripting and menu options 
to eliminate redundant data entry by 
borrowers and to shorten the aver-
age call length – something that can 
typically be achieved by improving 
the utility of existing systems.  
THE BORROWER EXPERIENCE

Every borrower, loan and situa-
tion is different. The personalization 
of the borrower experience enables 
servicers to differentiate themselves 

from their competitors and truly en-
gage with their borrowers. Servicers 
must consider ways to anticipate 

borrower questions and offer op-
tions for borrowers to address is-
sues themselves through intelligent 
self-service, via IVR and/or the Web. 
As an example, if a borrower re-
quested a payoff statement three 
weeks ago, and she is calling again, 
she likely needs an updated payoff 
statement. In order to meet specific 
(and some of the most common) 
borrower needs, servicers should 
update their IVR menus to offer 
options such as this in efforts to 
streamline the borrower experience.

Borrowers are authenticated by 
IVR applications, most commonly 
by entering their loan number and 
the last four digits of their Social 
Security Number. However, a very 
common borrower complaint is the 

tedious repetition of the same loan 
and personal data once they are 
connected with an agent; wast-
ing time and resources for both the 
agent and borrower. Servicers can 
build efficiencies into already exist-
ing processes – for example, agent/
borrower interaction – by leveraging 
existing call center platforms, such 
as Computer Telephony Integration 
(CTI)-enabled systems, and imple-
menting sophisticated screen pop 
options to consistently link caller ac-
count information with each call. 
LOAN-LEVEL REPORTING

Effective communication between 
agents and borrowers creates a via-
ble paper trail that enables servicers 
to immediately retrieve and generate 
reports to comply with Single Point 
of Contact (SPoC) requirements or 
loss mitigation guidelines. Enhanced 
call center systems tailored to the 
SPoC environment can produce 
call reports in a timely manner that 
will quickly mitigate any complaints 
against a specific agent or ser-
vicer within the CFPB’s Consumer 
Complaint database, or in the event 
of an audit. 

The technology to address com-
mon servicing challenges to meet 
the latest industry standards is avail-
able today. By improving the utility 
of existing services, servicers are 
enabled to meet and exceed bor-
rower satisfaction levels, ensure 
compliance and streamline agent 
efficiencies. 

The mortgage market is treacherous. 
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operational risk management. 
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(continued from P1)  
“We have also seen speculative con-
struction in multifamily housing in simi-
lar gateway markets, as well as many 
Texas markets. It has not spilled into 
weaker suburban markets, but we 
are sensing that will happen soon, as 
most of those markets are now stable.” 
Ankur Gupta, partner in McDermott Will 
& Emery’s Corporate Advisory Group 
in Chicago, states that a similar patch-
work pattern is taking place in the hos-
pitality sector.

“Hospitality’s primary markets, in-
cluding New York, have seen a very 
strong increase, as well as a number 
of secondary markets with limited ser-
vice hotels that are now offering a more 
modernized product,” he says. 

Jake Clopton, president of Chicago-
based Clopton Capital, confirms this 
scenario. “Over the past one to two 
years, we’ve seen lot of requests for 
hotel loans,” he says. “We have seen 
a lot speculative investor deals in the 
Southeast and the East Coast, though 
we haven’t seen any construction deals 

in the Midwest or the South.”
But geography is not the only factor 

that determines the depth and scope 
of speculative construction. For exam-
ple, an aging population is a key factor 
shaping speculative deals tied to health 
care construction.

“The demographics continue to 
change in the senior segment,” says 
Gupta. “That is driving need for more 
senior care nursing facilities and offsite 
emergency departments.”

Clopton adds that senior-focused 
multi-housing is seeing increased con-
struction, as well as decreased compe-
tition as developers go through merg-
ers and acquisitions. “There used to be 
a lot of one-off senior housing deals,” 
he says. “Now, senior housing is going 
through a period of consolidation.”

On the retail side, Randles states that 
speculative construction projects have 
dropped over the past decade. 

“In 2004, that retail sector had, about 
200 million square feet of shopping 
center space being developed,” he 
says. “In last the three years, less than 

approximately 20 million square feet 
was being developed. That is nowhere 
near the days where we were building a 
lot of shopping center spaces.”

JLL’s Construction Outlook for the 
third quarter of 2013 identified e-com-
merce as the fuel that is powering the 
retail sector – and if e-commerce en-
tities were defined as a standalone in-
dustry, they would make up more than 
10 percent of total U.S. construction. 
However, Eskridge expresses concern 
on whether the construction deals are 
being properly tailored to this digital in-
dustry’s needs. 

“It is a risk that is unique to the mar-
ketplace changing a little bit,” he says. 
“There used to be traditional ware-
houses, the same facility built time and 
time again. Now, with e-commerce, the 
question is, ‘What is the right product 
to build?’ “If there is a need for e-com-
merce building and we are still building 
traditional warehouses, they we’ve built 
the wrong buildings.”

Richard Zahm, president of Darien, 
Conn.-based Red Sage Group, notes 

that speculative deals are also finding 
new ways of transforming vacant retail 
properties into different venues that can 
be used for sports, entertainment or 
other non-retail endeavors.

“Everything draws off pent up de-
mand,” he says. “Depending on where 
you are, the big boxes are going dark 
and are being repurposed.”

And where is the funding coming from 
to propel these deals? Zahm states that 
a number of different sources are offer-
ing their monetary support for these 
endeavors.

“It depends on the properties and 
their size,” he says. “Traditional lenders 
provide the senior strip, mezz lenders 
provide the next piece, then equity in-
vestors. Lenders are a combination of 
banks and non-banks. REITs generally 
buy completed projects. Private equity 
in its various guises – individuals, 1031 
investors, family offices, etc. – provide 
the equity. But hedge funds, generally, 
focus on investments other than real 
estate.”

But for those who see the proverbial 
glass as being half-empty, what are the 
risks of this new level of speculative 
activity? For starters, it seems that not 
everyone is able to take advantage of 
this new speculative boom. According 
to JLL’s data, tenants requiring more 
than 750,000 square feet “will not find 
many options in existing inventory and 
are pursuing build-to-suit alternatives.”

There is also the challenge of supply 
and demand. “If too much space comes 
to market before full recovery hits, that 
will slow our recovery,” Randles says.

On the hospitality side, Clopton ex-
presses concern that these specula-
tive deals are attracting people who 
have little familiarity with how the sector 
works. 

“From a lender’s side, a lot of the 
speculative deals are total investor 
deals,” he says. “These are not even 
historical hotel operators – they have a 
third party managing the properties. It 
can be risky not to have an owner/op-
erator who knows this sector.”

But Gupta believes that the situation 
is stable, for now, although a potential 
for trouble can occur.

“If managed and steady, it can contin-
ue for quite some time,” he says. “Now, 
a lot of speculators are building through 
structured analysis and partnerships. 
But if you have second tier of players 
getting into the development game, 
that could lead to overbuilding.”

The Return of  
Speculative Deals
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