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Progress in lending these days means progress  
in servicing technology.

Servicing 
TrumpS

T he lending side of the mortgage business has a 
long tradition of receiving the greatest portion 
of lenders’ time, energy and resources. No secret 

there, and certainly understandable, given the competitive 
nature of the business and its 
constant need to generate revenues 
through originations. The funds for technology investment 
have always been there for the origination segment, but 
the progress made on one side of the equation is now 
bearing bitter fruit on the other, long-marginalized side—
servicing. Once again, quite understandable; the servicing 
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side was never deemed to require a great 
deal of investment because the over-
whelming majority of people made their 
loan payments on time.  

Servicing platform technology—
meaning the underlying systems used 
by most servicing shops—has remained 
essentially unchanged for over thirty 
years. The platforms have certainly 
been tweaked, customized, added to 
and personalized by in-house IT depart-
ments and outside consultants, but they 
remain essentially the same in concept 
and architecture. Expecting them to re-
main modern is a bit like breaking out 
the old 1960s-era rocketry hardware 
and using it for a moon shot today, a 
time when the most basic economy cars 
possess greater computing power than 
existed on Apollo 11. But since about 
97% of the borrowers paid reliably up 
until recently, there was little incentive 
for the leading servicing software giants 
to make significant improvements to the 
platforms. Other than what occurred 
in the IT departments of the servicers 
themselves, there wasn’t a great deal of 
progress taking place among the prin-
ciple providers. In today’s environment, 
that seems inconceivable. To have prog-
ress in lending, you simply must have 
progress in servicing technology.

It is a gross understatement to say 
the mortgage industry was unprepared 
for the onslaught of delinquencies that 
occurred during the housing meltdown, 
but is it really that much of a surprise? 
When you consider that the last real 
crisis occurred over 25 years ago—the 
same S&L crisis that led Duke Olrich to 
create the default management software 
that evolved to became DRI Office—it 
can’t come as a shock the industry was 
not ready. But it’s going on four years 
since the crisis hit, and the servicing 
side of the business is still not univer-
sally adopting the resources available to 
shore up its defenses against the contin-
ued assault. Base systems still haven’t 
changed much, and servicers are so 
busy playing catch up that they haven’t 
been allocating the time and financial 

investments to handle the ongoing chal-
lenges they face.

Innovate now

Real solutions need real innovation. 
Bringing progress to servicing technolo-
gy has fallen to a highly specialized seg-
ment of providers who have developed 
some truly amazing capabilities. Noth-
ing new about that—third parties have 
been improving underlying software and 
hardware platforms for a long time. In 
servicing software, progress has come 
from a group of innovators who blended 
servicing experience with technology de-
velopment expertise to create an entirely 
new generation of solutions. And these 
solutions have the real potential to save 
the mortgage industry a great deal more 
turmoil in the years ahead; without them, 
we wouldn’t have default management 
technology, among other improvements.

Those not familiar with servicing and 
its processes would be surprised by what 
they’ll find in many loan servicing orga-
nizations that haven’t invested in tech-
nology. In many ways, they are similar to 
lending shops of a decade ago, with sur-
prisingly little automation and an alarm-
ing number of paper processes. Perhaps 
not a big deal prior to 2007, but deadly 
today, and not just for the servicers. The 
entire industry—and perhaps the nation-
al economy—are at stake. If servicers 
aren’t able to provide the individual at-
tention that each problem loan requires, 
it is more than just a few lenders that will 
find themselves at risk, it is all of us.

Based on the sorts of tasks they had 
been performing for generations, the 
odds were against the servicing commu-
nity from the start.  Servicing got big—

really big—about 20-25 years ago, with 
the rise of contract servicing. It wasn’t 
all that long ago that virtually every 
mortgage banker was also a servicer; 
along with funding your own loans, ser-
vicing them was part of the very defini-
tion of the term “mortgage banker.” But 
loans were positively vanilla back in 
those days, the main differences having 
to do with government insured versus 
conventional, fixed versus adjustable. 
There was no such word as “subprime,” 
and the “Alt” loan would have been un-
imaginable. With everyone paying as 
agreed, servicing came to be commod-
itized, and it remained so for decades. 
As it became clear that economies of 
scale would apply to this commodity 
as it applied to others, large servicers 
began to emerge. When securitization 
took hold across the industry, the large 
servicers became master servicers for 
loan pools, ending the in-house servic-
ing era for good. Innovation in technol-
ogy had more to do with scaling up for 
large portfolios, not streamlining the 
processes required to deal with large 
numbers of delinquent loans.

When the typical first lien experi-
enced delinquency, a letter would be 
generated by the system after 16-30 days, 
and a phone call from a servicing asso-
ciate would follow sometime later. Sel-
dom would more than 5% of a portfolio 
go delinquent, less than 2% would go to 
90 days, and only about a third of those 
would commence foreclosure. Servicing 
systems were more about accounting for 
monthly payments and investor report-
ing than they were about dealing with 
problem loans. Small wonder that when 
the delinquency dam broke, mainstream 
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servicers lacked the human resources to 
do a great deal about the volume, much 
less a robust technology to assist them. 
It wasn’t so much that the technology 
wasn’t there—it was. It was that so many 
servicers just hadn’t foreseen the need 
for automated default management soft-
ware, and lender/servicers were far more 
concerned with the origination side of 
the business, devoting little attention to 
capacity planning.

When that changed, it changed in a 
hurry. Default technology stopped be-
ing a “nice to have” for many servicing 
companies and became a “needed yes-
terday.” Looking at what the technology 
can do made something else very clear 
to those close to the servicing technol-
ogy scene. It revealed that, when all is 
said and done, the current crisis is prob-
ably unsolvable without default man-
agement technology. There just aren’t 
enough bodies to throw at the problem 
and expect to see it resolved. 

today’s Rules

The nuts and bolts of default management 
technology. Default management tech-
nology, like most technologies, is aimed 
at doing more with less.  By speeding up 
routine tasks and saving minutes with 
each case, the enterprise becomes more 
efficient, and fewer people can handle 
more volume.  In default management, 
however, this also means anticipating and 
responding to actions with automation, 
requiring a deep understanding of the 
process.  It also means having the ability 
to adapt to an existing business model and 
not require a complete change in the way 
the servicer follows its own process and 
procedure protocols.  So to be helpful, 
the technology needs to be fully versed 
on the business, be prescient to a work-
able degree, and be customizable to make 
its implementation palatable to the users, 
both individually and as a company.

The next generation of default man-
agement platforms are presented in tighly 
integrated modules, each equipped with 
a best practices set of business rules, and 
each capable of being customized to allow 

servicers to plug in their own practices as 
simply and quickly as possible. System 
wide, there are customizable reporting ca-
pabilities and user dashboards, drill-down 
user and vendor scorecards to monitor 
performance, and an array of tools. Ex-
amples of these tools include customiz-
able screens with the ability to add data 
fields to the database, sophisticated rules 
engines, document creation, imaging and 
tracking to get rid of paper, invoice track-
ing and approval, data warehousing and 
a key component, an easily managed ap-
proval engine. The system also includes a 
centralized ordering system for services, 
with accompanying content management 
system and vendor management capabil-
ity. By offering these tools and with them, 
the ability to customize rule sets, triggers, 
notifications and decisions, the platform 
immediately enables tremendous gains in 
efficiency.  For instance, with the inves-
tor’s financial requirements and prefer-
ences pre-loaded, and the Loss Mitiga-
tion Module’s ability to create economic 
scenarios for each borrower instantly, the 
servicing associate can offer a range of 
workable modification options in real 
time. They no longer have to go up their 
own management chain. Other special-
ized modules to be found in the next gen-
eration of default platforms include:

Foreclosure – with customized time-
lines by state and delivered based on 
USFN guidelines, foreclosure bid tools, 
attorney activity tracking and status, 
along with other tools that well may 
have obviated much of the “Foreclosure-
Gate” debacle.

Bankruptcy – with workflows for 
Chapters 7, 11 and 13, multiple BK 
tracking, the ability to download pay-
ments from the System of Record and 
track pre-petition, post-petition and 
stipulation payments, the ability to start 
various legal actions ad hoc, and reaffir-
mations done within the system, in addi-
tion to putting foreclosures on hold when 
bankruptcy is filed.

Real Estate Owned – with tools to 
ease the many tasks of REO disposal, 
including creating listing strategies, an 

offer management system,, property 
maintenance and repairs management, 
and web portals for dealing and commu-
nicating with real estate professionals.

Enterprise Content Management – a 
sort of “Bulletin Board” which can dis-
play important messages and store notes 
indexed to workflow or specific docu-
ments, as well as handling all other criti-
cal documents and images.

the FutuRe

Services are ordered using rules based 
automation, valuations are obtained and 
assessed, IRS Form 4506-Ts are gath-
ered, SSNs are verified, and a host of 
other tasks, each time consuming in and 
of itself, are handled by the next genera-
tion default management platform and its 
modules. Work that used to take weeks 
can now be accomplished in minutes, and 
with cost reductions that will make long-
time servicing executives salivate.

Progress in lending isn’t just about 
origination any more. Progress in servic-
ing is a key component to creating a sus-
tainable national housing recovery, and 
an industry that is better able to deal with 
future problems. ❖
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