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There’s Strength in Connections.
BlitzDocs XE expands document connectivity to borrowers
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Editor’s NotE

Divided We Thrive

The saying goes: Divided we fail. I disagree. When you foster an environment where new ideas are invited, not suppressed, I 
think we win. Further, I think history supports this thesis and will be a comfort to the mortgage industry as Dodd-Frank is figured 
out in the coming years.

If we look back to the Clinton administration we see years and years of financial prosperity and international stability. Were 
there instances of chaos abroad that happened during the Clinton administration? Of course, but we confronted those challenges 
without going to war. 

Further, there was all around economic prosperity and very low unemployment. By the time President Clinton left office we had 
a balanced budget and a surplus. This was the case because for the last six years of Clinton’s presidency Congress was controlled 
by Republicans and we had a government that was kept in check because both parties had to work together.

Enter President Bush. President Bush was unable to maintain the surplus he inherited and now we have a huge debt that is going 
to cause us to have to make tough choices when it comes to funding our defense and how we deal with citizen entitlements. Not to 
mention that fact that we are engaged in two wars that we are still trying to wind down with honor. 

Think about it. How did this happen? For the first six years of the Bush administration the Congress was also Republican and 
validated all the president’s requests. 

The lesson is that true conservatism unchecked does not work. Similarly, true liberalism doesn’t work. For the first two years 
of the Obama administration we saw a very liberal Congress push through a very liberal agenda. It was tougher for the Democrats 
because the Democrats are not as cohesive a party as the Republicans, which I believe is one reason they lost their majority in the 
House in the last election. Starting this month we will again have a divided government and I think that’s good. That should comfort 
the mortgage industry because both parties will now have to come together to decide how to implement Dodd-Frank. Sure, there 
will be more regulation, but that’s expected. 

So, what’s the best case scenario for the mortgage industry? Personally, I hope the regulation is fair and I’m more optimistic 
today that will be the case. ❖

Tony Garritano 
tony@progressinlending.com

PS. Your comments are welcome. Please E-mail letters to letters@progressinlending.com. Include your name, address and 
a daytime telephone number. Letters are subject to editing and are presumed to be for publication unless the writer specifies 
otherwise.
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Are You Cutting Corners?

Servicers can use a proactive workflow 
system to help them determine if there are 
bottlenecks in their processes.

Your Voice - BY SanjeeV DahiwaDkar

Unforeseen Burdens

Unforeseen increased procedural burdens pose major challenges for today’s servicers who need to 
evaluate large pools of troubled loans for various retention workouts. Requirements associated 
with government criteria or regular refinances, as well as those created by investor-supported 

workouts, add significantly more time to the assistance evaluation process. Additional documentation, 
various evaluation criteria and complexities of workflow each contribute to this unexpected burden. 
Servicers must now manage all those issues while still managing their portfolios of loans that are not in 
jeopardy of defaulting. These unforeseen constraints take their toll on a servicer’s process unless they 
have flexible technology that provides them the necessary agility for the current financial climate. 

With increasing complexity surfacing in the industry, every mortgage servicer is now challenged with 
how to handle these burdens and the other added responsibilities while also keeping overhead minimal 
to maintain the historic profit margins. There are no simple answers for dealing with unanticipated 
burdensome responsibilities. Before the uptick in default loan servicing volume, servicers could manage 
defaults as they arose, and these burdens tended to be a small fraction of the business, usually about 

four to six percent range. Also, the average time 
to resolve these problems was much shorter as 
compared to today. Historically, when buying the 
servicing rights of loans, servicers used established 
references of potential delinquencies to calculate 
the cost of doing business. Unfortunately the 
recent economic meltdown has added substantial 

complexity to that traditional model; therefore creating more unexpected work for the servicers. 
The need for additional security further exacerbates doing business in this new climate. With the 

flood of work besieging servicers, ensuring that borrower information is safe is imperative. The proper 
use of technology—especially innovative technology—will allow servicers to decrease the amount of 
time they need to contribute to information vulnerability and quality control issues. 

For example, servicers can use a proactive workflow system to help them determine if there are 
bottlenecks in their processes (gathering information from borrowers) or if they should focus their 
efforts on eliminating impediments that may be out of their control, such as borrower response. 
Reports can show if their borrower communication program needs to be improved. 

Over the years, servicers have made substantial technology investments to create process efficiencies; 
however, those systems cannot handle the current challenges. To optimize the investment in their current 
technology, servicers must honestly assess any possible limitations their existing systems may have and 
consider integrating newer, open architecture technology. Open architecture allows servicers to cover 
gaps in their current technologies and provides them with the much-needed tools to survive and flourish 
in this new ever-changing world. Although implementing a new system may seem like a daunting 
process, it is more advantageous than losing efficiencies that can ultimately cost even more money 
and time. Ultimately, servicers need to consider the importance of technology’s role in improving 
productivity of their existing workforce without the need to increase expenditures. ❖
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Sanjeev Dahiwadkar is president and CEO of IndiSoft LLC, a Columbia, Md.-based software development company 
for the default servicing industry. Sanjeev has a proven track record in the large default servicing banks, small business 
e-commerce solutions and workflow efficiencies.
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Steve Schachter joined Richmond Title Services, LP (Richmond) as VP of Operations and Business Development in 
December 2004 after a successful career in the Wine and Spirits industry. Subsequent to ISGN’s acquisition of Richmond 
Title in October 2008, Mr. Schachter has continued with ISGN as SVP of the company’s Strategic Markets group.

Are You Cutting Corners?
While short cuts may save you lots of money upfront, in the end that approach 
often just leads to some lost opportunities.

The title agent can mitigate the risks  
associated with … improper foreclosure by 
utilizing new foreclosure search products.

RecoveRy Tips - By sTeve schachTeR

The Title Conundrum

Foreclosure proceedings are impacting more than just financially troubled homeowners, title 
professionals now must consider more critical factors when preparing title commitments and 
closing documents than in times before the housing bubble burst. With the number of lender-

forced sale proceedings continuing to rise, title agencies must take special care to find potential clouds 
to title caused by more frequent instances of vesting and property transfer situations common in periods 
of high foreclosure rates.

Transaction frequency on a property can also be a source of claims due errors in signing authority 
and potential fraud. For these reasons, leading title agents are instituting a series of best practices to 
insure that their clients are well protected and that their claims ratios are not negatively impacted by the 
increasing number of transactions with higher risk factors. Title agents do not have the same luxury as 
lenders who require seasoning periods before offering to issue a title commitment and close a purchase. 
Transaction frequency is often the result of a lender foreclosing on a property, which removes the 
homeowner from title and places the lender’s trustee into the chain.  

In an increasingly common scenario, five 
different entities will hold title as the property 
transfers from one owner-occupier to the next. 
As one can imagine, this situation provides ample 
opportunities for closing error and for fraud.  

However, title agents can mitigate risks through 
a series of steps.   

1)  First, they search public records not just to review the vesting deed, but also to verify signing 
authority of each investor in the chain of title. 

2)  Then the title agent will look closely at the names of property owners and investors to make sure 
that no similarities or connections are found.

Laws governing the process by which a property passes back from homeowner to lender by virtue of 
default under the security instrument vary by state. While failure to pay as agreed may seem simple and 
straightforward to prove, the process the lender must follow to assert their right is rigid. Failure to do as 
required under the security instrument and governing state laws could invalidate the foreclosure.   

In fact, recent disclosures by large servicers further indicate the potential questions surrounding 
their authority to complete transactions on properties seized through potentially invalid foreclosures. 
As a result of these concerns, many leading title agents are implementing new search products, which 
investigate the foreclosure proceeding, which gave title to the trustee. Also, some agents are considering 
incorporating exception language in title commitments to guard against claims.   

And finally, the title agent can mitigate the risks associated with transacting a property gained by 
a lender through improper foreclosure by utilizing new foreclosure search products and fostering a 
collaborative, information sharing relationship between the lender, foreclosure attorney and title agent.  
Each of these practices leads to a more efficient and less costly transaction environment benefiting the 
lender, homeowner and title agent. ❖
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Mortgage-speci�c CRM – and so much more
Integrating all aspects of the marketing process in a rules-based 
SaaS engine, MACH3 powers revenue growth, enhances operational 
e�ciency and facilitates compliance and control – creating the next 
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Print on-demand – fast, secure and a�ordable 
Bringing together a sophisticated technology-driven print shop and 
spacious warehouse, the Center specializes in full-color digital print to 
support the production and ful�llment of value-added personalized 
products across a wide range of formats.

Professional support – maximize your marketing
Drawing on its subject matter expertise in automated marketing, 
The Turning Point o�ers a comprehensive range of support services 
– including Design and Copy, Pre-press Services, Template Setup and 
Data Preparation – to guarantee an unbeatable ROI.
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technology-driven marketing solutions speci�cally designed for the needs of the mortgage industry”.



Are You Cutting Corners?
While short cuts may save you lots of money upfront, in the end that approach 
often just leads to some lost opportunities.

Market Pulse

Promising Numbers
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The San Diego area regained its lead position 
for the strongest home price appreciation 
over the next 12 months in the most recent 

update to the U.S. real estate market forecast 
from Veros Real Estate Solutions, an enterprise 
risk management and collateral valuation service 
provider. Veros’ U.S. real estate market forecast, 
VeroFORECAST, uses advanced analytics and 
micro-market data to achieve its results, and is 
utilized by economists, statisticians and business 
leaders as a key resource for forecasting and 
strategic planning due to its consistent strength 
and accuracy over the eight years the forecast has 
been available.

The forecast for December 2010 through 
December 2011 indicates that select markets 
in the U.S. can expect to witness 2.5-3.5% 
appreciation on home values over the next 12 
months, including Washington State’s tri-city 
area, Pittsburgh, Pennsylvania, Fargo, North 
Dakota, and the Washington D.C. metro area. 
Florida, Reno, Nevada and Boise, Idaho will 
experience the nation’s greatest depreciation rates 
in the coming 12 months, a trend which continues 
from prior periods.

SOURCE: All information was provided by Veros.

“Smaller metro markets with populations less than 250,000 make up the majority of 
the better appreciating markets,” says Eric Fox, Veros’ VP of statistical and economic 
modeling, crediting affordability factors.

“It is noteworthy that depreciating forecasts remain much better than those from a 
year ago with nothing worse than 7% depreciation,” Fox observes. 
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Are You Cutting Corners?
While short cuts may save you lots of money upfront, in the end that approach 
often just leads to some lost opportunities.

InnovatIons 2010
The Tools to Win
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In the last issue of this publication PROGRESS in Lending 
Association told you about our Innovations program. Now 
we want to give you more details about how you can put in a 
successful application and get recognized. As a recap, for those 
individuals, companies or groups that have come together to  
do something truly game changing for the mortgage space in 
2010, we urge you to put in a FREE online application at  
www.progressinlending.com/innovations. All applications are 
due by January 14, 2011.

As we said, we have five criteria that we’re looking for. All 
applications will be scored on a weighted scale by each of our 
six judges. We will be looking for:

The innovation’s overall industry significance. We want to 
know how your innovation changed the mortgage space for the 
better. We don’t want to recognize just a product update, but 
rather a technology advance. Think about how what you did 
made a difference overall. (You can get a maximum of 10 points 
from each of the six judges.)

The originality of the innovation. We want to know why 
you’re unique. What makes your innovation special? What 
makes what you did stand out? (You can get a maximum of 8 
points from each of the six judges.)

The positive change the innovation made possible. Who 
is using your technology? We want to know that what you 
did in 2010 is gaining traction and the end users are seeing 
the benefits. Also, think about how you changed the mortgage 
process for the better. (You can get a maximum of 6 points from 
each of the six judges.)

The intangible efficiencies gained as a result of the 
innovation. How much time did you save as a result of the innovation? Did you maybe ensure compliance? Did you 
improve the process for the borrower? There are a lot of intangibles that can be achieved from good technology. (You can 
get a maximum of 4 points from each of the six judges.)

The hard cost and time savings that the innovation enables industry participants to achieve. Simply put, what’s the 
dollar amount return on investment? (You can get a maximum of 2 points from each of the six judges.)

All six members of our Executive Team will act as judges. Remember, the deadline is just two weeks away. 

So don’t delay.  APPLY NOW!

Get Recognized Today



Mortgage Cadence helps 
companies increase productivity 
and loan volume, reduce costs, 
retain customers and expand 

revenue streams while 
maintaining compliance.

Enterprise Lending, Loss Mitigation, Document Services 
and Compliance Solutions
Lenders and servicers looking for underlying rhythm, or cadence, in their businesses 
are in need of a solution offering seamless system integration and dynamic data flow 
across their enterprise to optimize efficiency. Mortgage Cadence allows its clients to 
increase productivity, serve and retain customers, maintain compliance and reduce 
costs through its suite of technology solutions. 
    
Lenders agree that the most desirable technology automates manual, repetitive lending 
tasks enabling higher closed loan ratios and greater productivity per employee Lenders 
expect to deploy staffing models maximized by technology solutions that enable auto-
mated and streamlined workflow. Mortgage Cadence offers solutions to address these 
real-world challenges lenders face and allows them to compete effectively with the larg-
est lenders. These comprehensive solutions optimize customer relationships and pro-
cesses with better management while maintaining compliance and delivering diverse 
services rapidly. No other product suite in the market today can deliver this level of 
integration wrapped in compliance support to accelerate the tempo of your enterprise.

mortgagecadence.com888.462.2336



Process ImProvement - By tony GarrItano

Be Thankful
I know that gloom and doom is everywhere, but despite it all, there are things to 
look forward to.

Right now I’m looking out my window at 18 inches of snow. It’s really beautiful. Everything 
is white. Everything is peaceful. My boys are excited to get out there and play. I’m dreading 
going out there because I have to shovel where the snowplow failed to get.

All this got me searching the Web for poems about snow. My Master’s Degree is in English 
after all. I love to read. As I was Web surfing, I came across this poem called The Snow Fairy by 
Claude McKay. It goes like this:

Throughout the afternoon I watched them there,  
Snow-fairies falling, falling from the sky,  

Whirling fantastic in the misty air,  
Contending fierce for space supremacy.  

And they flew down a mightier force at night,  
As though in heaven there was revolt and riot,  

And they, frail things had taken panic flight  
Down to the calm earth seeking peace and quiet.  

I went to bed and rose at early dawn  
To see them huddled together in a heap,  

Each merged into the other upon the lawn,  
Worn out by the sharp struggle, fast asleep. 

What does this have to do with the mortgage industry? I see a lot of parallels between lenders 
and technology vendors and the snow-fairies that McKay writes about. How so? First, the snow-

fairies are competing for “space supremacy.” Lenders 
and vendors alike are facing fierce competition, no 
doubt about it.

There are fewer borrowers out there to go around 
so the battle for the borrower is in full swing. 
Similarly, a lot of lenders have gone away as a result 
of the mortgage meltdown. For vendors that means 

that they have to work overtime to keep their existing clients and also to reach new clients. To both 
parties I say: Don’t fret, there’s still plenty of business to go around if you deserve it. Prove your 
value proposition and you can still do very well.

As the poem goes on, it mentions that the snow-fairies are fleeing a “revolt and riot.” My guess 
is that a lot of vendors and lenders are looking for cover, too. New regulation is still coming and 
isn’t going to stop. And for vendors there are over 30 LOS contenders that I know of and each 
year I wonder if the market can really support them all. My guess is no. I think we’ll see a major 
vendor shakeup this year. Those vendors that can prove their worth like Loan-Score Decisioning, 
for example, will get acquired, and others like the old ARC Systems, for example, will simply 
go away. Loan-Score actually worked tirelessly to get a direct integration to FHA. They blazed a 

Don’t fret, there’s still plenty of  
business to go around if you deserve it. 
Prove your value proposition.
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trail in an area that was high in demand. FHA is big business. 
Their efforts didn’t go unnoticed, which is why Calyx took 
the opportunity to buy them. 

Dennis Boggs, Senior Vice President, business development 
of Calyx points out, “Loan-Score’s AUS and its interface to 
FHA TOTAL Scorecard, are two major differentiators from 
their competitors. This is what made our initial integration 
important and now underscores the value and significance of 
the acquisition.”

Going forward, like Loan-Score, vendors will have to 
prove their worth. I think it goes without saying, but just in 
case, I’ll say it, now is not the time to rest on your laurels. 
New leaders are emerging for sure. Who are those leaders? 
The better question I think is: What will make a future leader? 
Here are my thoughts:

The new leaders will be tech savvy. The new borrower is 
tech savvy so why shouldn’t lenders go in this direction, as 
well? It only makes sense if you’re a lender to gravitate to the 
place where your client likes to play. For vendors, this means 
not relying on old legacy technology. If you haven’t done a 
rewrite of your system, if you don’t offer a SaaS model, you 
need to get on that right now.

The new leader will be business savvy. Lenders need to 
have a keen focus on the bottom line. That means increasing 
efficiency without decreasing service. A true business-
savvy lender will use technology to improve any bottlenecks 
and better serve borrowers. It’s not savvy to invest in new 
technology without any rhyme or reason. For vendors you 
always need to keep an eye of the business side of the fence. 
What does that mean? Talk to your clients. Find out what 
they need. Use that feedback to stay a bit ahead of the market. 
Don’t charge in with a new feature or function because you 
like it, invest a lot of money and leave yourself out in the cold 

because you are too far ahead of the market.
Finally, the new leader will be process savvy. Never 

get married to what you do. Everything can and should be 
improved. This goes for both lenders and vendors. I come 
across people in both camps that are so sure that what they’re 
doing is superior that they stop improving. There’s always 
someone better and if you don’t keep your eyes open, you 
will be left behind.

If we go back to the poem about the snow-fairies, we find 
that they are “seeking peace and quiet.” I think that’s true 
of everyone that I encounter in the mortgage business today. 
To say that the market is going through a seismic shift is an 
understatement. And to say that shift is still going on is a 
statement that we can all agree on. It’s not over. There is more 
to do.

This column is about process improvement. The message 
is that the mortgage process can be improved. However, 
it will take true innovators to move this outdated process 
forward. I believe that leadership exists. I know leaders ready 
to rise to this challenge. I just wish there were more of them. 
The whole industry should see what happened in terms of the 
meltdown as a big wakeup call. None of us can rest.

In the end of the poem that I shared with you here the 
snow-fairies are worn out. My guess is that a lot of mortgage 
professionals are worn out, but now is not the time to sleep 
like the snow-fairies did. Instead, I believe that now is the 
time to innovate. Now is the time to implement new ideas. 
Think about it, once the snow-fairies hit the ground they 
had nowhere else to go. The mortgage industry, unlike these 
fairies McKay writes about, still has a long way to go. 

So, I challenge you to be thankful that you’re still surviving 
and to also get up and think of new ways to improve the 
mortgage process for all parties. You can do it. ❖

Tony Garritano is Chairman and Founder of PROGRESS in Lending. As a speaker Tony has worked hard to inform 
executives about how technology should be a tool used to further business objectives. For over 10 years he has worked 
as a journalist, researcher and speaker. He can be reached via e-mail at tony@progressinlending.com.

To say that the market is going through a  
seismic shift is an understatement.  

And to say that shift is  
still going on is a statement  

that we can all agree on.
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Future trends - By roger gudoBBa

Solve Your Problems
We in mortgage aren’t alone in recognizing the problems in our space, but now 
is the time for that realization to turn into industry solutions.

Most of you know that for many years I have been a champion for improving the mortgage 
process. Specifically, I have pontificated about the role of data standards, the importance of 
data quality, and the need to have a fully electronic mortgage. 

Some of you may have heard that I am being treated for cancer. This column focuses on the 
similar challenges of the medical and financial industries to use technology to the fullest. Let’s talk 
about some specifics.

First and foremost, information is power. After getting over the initial shock that I had lymphoma, 
my doctor told me not to go on the Internet because I would just drive myself crazy. He was right, but 
how could I not want to know more? The problem with the Internet lies in the difficulty in determining 
if the information you locate is correct and up-to-date.  

After running additional tests the oncologist sat 
down with my wife and me and used a white board 
to illustrate the various branches of lymphoma and 
the path of my disease. He went to great lengths and 
spent a lot of time making sure that we understood 
all of the options. 

He also directed us to an authoritative website (www.
nccn.org). It is very detailed and constantly updated by 
leading doctors and research centers across the country 

with the latest research and test results for every type of cancer. There is even some international 
translations. My doctor refers to this site constantly and compared his usage of the website to that of a 
pilot going through his pre-flight checklist every time regardless of the number of previous flights. 

I started to think about the similarities between my situation and the issues that borrowers face 
when getting a mortgage. I started to think about the general public and their confusion about the 
mortgage process. Certainly, the MBA, GSEs, major lenders and vendors all have websites with 
consumer information, but I think the net effect is very overwhelming for most people. Maybe I am too 
close to the forest to see the trees.

In thinking about the great website my doctor referred me to when it came time to getting educated 
about my disease, I thought: Why isn’t there something like that for the mortgage industry? 

Another point of confusion was the forms, forms and more forms. Even though we were very 
comfortable with my doctor, we sought out second opinions. I underwent numerous tests at various 
clinics. At each, I was asked to fill out many similar forms on my basic background and medical 
history. You noticed I said similar forms, not identical forms. In fact, the forms were not the same even 
within the same practice. Most of the forms were poorly designed. Over the years, the most common 
mistake in forms design that I have seen is that text boxes or allotted space for text responses is not 
sufficient for the information requested. Typically, the input area is the size of the title. One example 
is the e-mail address. Usually an e-mail address will not fit the area reserved for it on forms. To make 
matters worse, too often the forms themselves were copies of copies, faint and misaligned. One 
lesson I quickly learned was to organize all of my information, like previous medical history, current 

Certainly, the MBA, GSEs, major lenders, 
and vendors all have web sites with  
consumer information, but I think the net  
effect is very overwhelming for most people.
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medications, etc., so that I could reference it more easily to 
supply it to the various health care providers who all want the 
same data from patients.

Before my trip to the Moffit Cancer Center in Tampa I was 
asked to go online to fill out the initial patient forms. I spent 
close to 2 hours filling out screen after screen, only to have the 
system lock up when I hit the Save and Submit button. I called 
the next morning and was told, “We get that a lot; it happens 
all the time.” The center’s staff suggested that I download the 
form in question, fill it out by hand, and fax it to them. When I 
arrived at the center a couple of days later I was told to go to the 
computer in the corner and fill out the patient forms–the same 
forms I had tried to complete online at home. I was assured that 
the online system would work here. I mentioned that I had faxed 
Moffit a copy of a manually completed 
form, but was told they did not have 
the staff to manage the data entry. Too 
bad: a person tasked with data entry 
might have had some insight into the 
frustration level for the patient, not to 
mention the confusion for the non-
technical person, in working with 
the online system. So I filled out the 
paperwork again on the computer.

On the mortgage side, one major 
lender that I know took a proactive 
rather than reactive approach to data 
collection. The institution videotaped 
the consumer entering data for a 
mortgage application while at the 
same time the support person was 
monitoring a second monitor so the institution could more 
easily identify areas of consumer confusion with the application 
paperwork. This enabled the lender to improve the process and 
the consumer experience.

One of the most consistent forms in the mortgage industry 
has been the residential loan application. The only major change 
in the last 20 years has been going from a 2-page version of 
the form to a 4-page version. That may sound dramatic, but 
for the most part the increase in page numbers was the result 
of expanding areas for short answer responses and allowing 
a fourth page for text overflow. However, those changes did 
allow for the standardization of the input flow for all the loan 

origination systems. 
Over the years MISMO and the mortgage industry have 

worked tirelessly to standardize forms, identify and classify data 
elements, and build consistency across all documents. All of this 
is geared to creating a fully electronic mortgage from end to end, 
allowing all parties to the transaction to validate and have greater 
confidence in the information. Computer solutions developed by 
the numerous vendors for loan origination, closing, secondary 
marketing and servicing may each have minor differences and 
functionality, but in the final analysis there is a fair amount of 
consistency among them.

Why couldn’t there be something like that for the medical 
industry? The bright spot in medical forms records was that from 
the point of consultation and treatment on forward, nearly all of 

the practices I visited had embraced 
a fully digital approach to records 
management, including doctor’s 
notes, treatment schedules, lab results, 
and images (X-rays, ultrasounds, CT 
Scans, PET scans, etc.). Usually they 
print out a summary report for the 
doctor and he either dictates or makes 
notes for someone else to enter. At 
one office, the doctor actually walked 
in with a laptop and proceeded to 
enter all his notes during the visit. 

We kept a journal of all of my 
appointments, made notes, identified 
areas we did not understand, and 
asked many questions. Another lesson 
we learned was to request copies of 

all of my medical records. This included test results, x-rays and 
image CDs. The onus was on us to provide copies when we 
visited a doctor for the first time but we found it literally would 
take weeks for a doctor to request and receive the records from 
another practice. 

The medical industry is full of caring people. Everyone is 
so helpful and supportive. The same can be said of the people 
in the mortgage space. We all have our problems, but it’s one 
thing to recognize a problem and it’s something totally different 
to take steps to solve those problems. If we learn anything from 
the mortgage meltdown, I hope it is that we all realize that now 
is the time to solve our problems. ❖

Roger Gudobba has over 20 years of mortgage experience. He is CEO at PROGRESS in Lending and Chief Strategy 
Officer at technology vendor Compliance Systems. Roger is an advocate of data standardization and a more  
data-driven approach to mortgage. Roger can be reached via e-mail at rgudobba@compliancesystems.com.

The bright spot in  
medical forms records was 

that from the point of  
consultation and treatment 
on forward, nearly all of the 

practices I visited had  
embraced a fully  

digital approach to  
records management.
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Business strategies - By Michael haMMond

The Icon Age
Apps are everywhere so it’s time that you start thinking about how you can 
take advantage of the demand for this technology.

A s people start looking at how to differentiate themselves, they often think about what 
to do with their website and marketing material. You want to have the right message 
directed to the right audience, but you also want a progressive look and feel that doesn’t 

just blend in with what everyone else is doing. You want to stand out, of course.
What we’re seeing is that consumers are being conditioned to what I want to call, the “Icon 

Age,” due to the proliferation of Smartphone Apps, iPhones, iPads, etc. What does that mean? 
Consumers are conditioned to looking for a product based on an icon. The day of getting the 
consumer’s attention with three or four paragraphs of copy is over. Here’s how the Icon Age 
works.

I see an icon. I like the look of the icon. So, I click on it to see what product that icon 
represents. As a result, you need to create an icon and a visual approach that catches the 
consumer’s eye instead of just providing loads of copy. When designing new collateral and/or a 
new website you need to keep the Icon Age in mind. 

I love Apps. I use them all the time. I practice 
what I preach. In fact, I’m not alone. Apps are big 
business. In 2009 Apple accounted for 3.5 billion 
App downloads. Apple held 99.4% of the total App 
revenue made in 2009, which came out to $2.4 
billion. In comparison, Android brought in $60 
million in App revenue in 2009. This is a very big 

business and only getting bigger.
How do you seize the demand for Apps and create that same demand for your products? 

You need to do something that is very simple, very visual and has minimal copy. You need 
to grab the customer on an emotional level instead of describing the product or service in 
multiple paragraphs. Where does all that copy go? You put that inside the website, but not on 
the homepage. Consumers want something that is easy to navigate and simple to understand.

Good design is all about effective communication. It doesn’t matter how well written the 
copy is or how great you think the information is that you are sharing, if it doesn’t capture 
the attention of your audience. When first coming to your website, most visitors will quickly 
review the homepage and look for something that visually captures their curiosity  before they 
begin reading the content. Visually appealing icons can be an effective way to entice users into 
reading your material .

Icons make the page easier to navigate and less intimidating for the visitors, while visually 
capturing the attention of the user. 

Icons allow visitors to process information and consume content on your website in an 
efficient manner. When done well, icons should enhance your message and not take away from 
your dynamic messaging. This can be accomplished through the use of white space and icons 
that compliment your copy.

Bring your lists of products and services to life with the use of icons. Icons can quickly allow 

Use an icon that helps tell your story 
and enhance the message you are  
trying to convey in your copy.
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users to identify specific product and service offerings 
while engaging the user.

Your use of icons should directly correspond to the copy 
and the message that you are trying to convey. Keep them 
simple, clear and concise. What message are you trying to 
convey and do the icons enhance or take away from that 
goal? Are the icons consistent with your message, brand, 
and other visual elements that you are representing? Icons 
should enhance the user experience and your overall brand 
personality.

I was reading online, “Icons may represent a file, folder, 
application or device on a computer operating system. In 
modern usage today, the icon can represent anything that 
the users want it to: any macro command or process, mood-
signaling, or any other indicator. User friendliness also 

demands error-free operation, where the icons are distinct 
from each other, self-explanatory, and easily visible under 
all possible user setups.”

Icons can make your site warmer and more inviting to 
your visitors. A simple icon can add personality to a website 
and bring your message to life. 

Use an icon that helps tell your story and enhance the 
message you are trying to convey in your copy. Icons don’t 
have to be large to be visually stimulating. Often, small icons 
can have a great impact and be less of a distraction. The key 
is to make the icon simple, clear and easy to recognize.

As of May 2010, there were 8,369 non-game Apps 
and 1,334 game Apps in the App Store. All of those Apps 
have catchy icons and they’re all getting the attention of 
consumers everywhere. So, don’t be left behind. Design for 
today’s audience and get on board the Icon Age. ❖

Michael Hammond is chief strategy officer at PROGRESS in Lending Association and the founder and president of 
NexLevel Advisors. NexLevel provides solutions in business development, strategic selling, marketing, public relations 
and social media. He can be reached at mhammond@nexleveladvisors.com.

Your use of icons should  
directly correspond to the  

copy and the message that you  
are trying to convey. 

 Keep them simple, clear  
and concise.

Icons don’t have  
to be large to be 

visually stimulating. 
Often, small icons can 

have a great impact.
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Leadership

A s the capital markets explosion and corresponding implosion 
reached its peak in 2008, a group of seasoned women mortgage 
professionals began to gather in a telephonic group to support each 

other and discuss topics of interest within the industry. It was not unexpected 
then that one of the topics that popped up was “If women had been in charge, 
would we be in the same place we are today?”

By Barbara Perino

Detailing the changing role of women in mortgage from a historical 
perspective.

Women &
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Surprisingly there was no consensus 
within the group; thoughts ranged from 
“we all were involved” to ‘leadership was 
to blame” to “who knows”. While recog-
nizing that finding an answer to the ques-
tion was probably not going to be some-
thing anyone could easily find, the group 
set out to examine how roles in this industry 
and business in general have changed over 
the past three decades and determine if, 
collectively a group of individuals with an 
average of over 20 years experience could 
develop some guidance as to what leader-
ship attributes are best for handling current 
and future problems in our industry.  

We ended up with the idea of creating 
a “white paper’ on the subject of Women 
and Leadership: The Changing Role of 
Women. Because the topic is so broad, 
it was broken into four distinct discus-
sions. This is the first of those discus-
sions. PROGRESS in Lending will con-
tinue to publish the other three parts in its 
up-coming issues. The topics involve an 
historic view of leadership; the cultural, 
generational and gender roles of leader-

ship; what leadership will be needed in the 
future and finally an application of these 
conclusions to a current problem facing 
the industry today. We begin this series of 
articles by discussing the changing roles 
of leadership for men and women over the 
last three decades.   

The Beginning of Change

From the start of the industrial age through 
the “revolutionary” times of the 1960s and 
70s, the common leadership profile for 
any company was a man at the top of the 
hierarchy with various male managers re-
porting to him. His decisions were carried 
out by this next level of management by 

communicating the necessary information 
to the staff. The staff then performed the 
functions necessary to meet the require-
ments set out by the president or CEO. 
Women who worked in these businesses 
typically made up the clerical staff with 
the occasional woman acting as the su-
pervisor of such a group. This division of 
roles was so pronounced that in the 1960s 
it was common to see two separate sec-
tions of the help wanted ads; jobs for men 
and jobs for women.  

The 1980’s was the beginning of nu-
merous changes within industry in gener-
al and the mortgage business specifically. 
At that point in time, the influence of sev-
eral legislative initiatives regarding equal 
treatment and opportunity for minorities 
and women were beginning to be imple-
mented. Companies held sessions on ac-
cepting diversity and creating policies 
that retarded the advancement of women 
were either changed voluntarily or force-
fully through the courts. Not only were 
companies lead by men, but senior posi-
tions within government, the legal system 

and state and local agencies were male 
dominated.  

It was also during this time that the 
S&L crisis resulted in realigning the pri-
mary source of mortgage products from 
the savings and loan business to indepen-
dent mortgage lending operations. With 
this change, the dynamics of the leader-
ship structure and personnel responsibili-
ties changed as well. Loan officers whom 
had previously been employed by S&Ls 
as mortgage originators and that were now 
out of business, set up shop as mortgage 
brokers. The emergence of this entrepre-
neurial opportunity allowed women, as 
well as men, the chance to run their own 

companies, make their own decisions and 
realize the resulting survival or failure of 
the company was in their own hands.  

Larger mortgage lenders also began to 
recognize that by limiting women to cleri-
cal positions they were losing two oppor-
tunities; one was meeting the legislative 
demands for equal opportunities and an-
other for taking advantage of women’s 
knowledge and experience by advancing 
male managers to higher levels of leader-
ship and placing women in these vacat-
ed positions. However the movement of 
women into these management functions 
was slow in coming and when achieved, 
resulted in only minimal acceptance of 
their role in management circles. The his-
tory of one of today’s prominent female 
CEO demonstrates this elongated path to 
senior management. Her biography shows 
that in the early 1980s she was promoted 
to branch manager, a position she held for 
nine years before moving into a regional 
management job. 

The 1990s

The emergence of information technol-
ogy, begun in the 1980s, really began to 
make its impact felt and its potential rec-
ognized during the 1990s. Technology 
programs began to replace or significantly 
reduce many of the clerical functions and 
many jobs were restructured or eliminat-
ed. Companies began to redesign process-
es to maximize the use of technology. 

Also during this decade, companies 
that had previously been local or regional 
organizations began to expand into other 
regions of the country and even into oth-
er countries. The idea that through the 
use of technology, management located 
in one city or region of the country could 
effectively oversee multiple production 
centers swept through all types of busi-
nesses at lightning speed. And while it 
was true that higher levels of manage-
ment could handle much of their respon-
sibility from elsewhere, onsite manage-
ment was still critical.  

At this point, women with technical 
experience or with management experi-
ence at any level began to emerge as a 
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The reality is that during the first 10 years 
of this century, women have experienced 
executive management opportunities more 
frequently than in the past.
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natural choice for these positions. With 
years of experience working through the 
details of organization, they understood 
better than their male counterparts what 
drove a successful organization and were 
ready, willing and able to help lead the 
organization in whatever role necessary. 
Once given the opportunity, they easily 
migrated from a simple management role 
to providing real leadership. Despite this 
advancement in leadership functions, the 
roles assigned to these women were in 
areas of the company that were most fre-
quently associated with females such as 
Human Resources or Accounting.  

The mortgage industry followed a 
similar pattern. Lenders used this technol-
ogy to support expanded operations and 
point-of-sale operations. This allowed 
them to move into previously unreachable 
areas of the country without the expens-
es associated with building a supporting 
infrastructure. This expansion in opera-
tional sites also required the expansion of 
personnel in the area to support the pro-
cessing, underwriting, closing and back 
room operations. While the division of 
these functions was different for various 
lenders, the result was the same; more of 
the personnel with the knowledge of how 
these functions were performed moved 
into management positions. Since these 
were mostly clerical jobs that had been 
largely female, the management promo-
tions brought a large number of women 
into the mid-level management ranks.  

At the same time, this expansion of 
business caused senior management to re-
think the existing structure and as a result 
elevate some previous mid-level functions 
to the executive level. Many of these mid-
level positions were filled with women. 
Although these positions were created 
at the senior level, creating the positions 
and promoting the personnel does not au-
tomatically create the underlying respect 
and recognition of authority.

These initiatives came about as it be-
came obvious that the pool of men avail-
able to fill all these positions was inade-
quate and opportunities for women began 
to expand. These expansions also opened 

up various management and leadership 
roles for women, although the overall 
senior management structure remained 
male dominated. Whether it was lend-
ers, mortgage insurance companies, trade 
associations or industry related vendors, 
women’s roles were expanding.  

Women however were able to utilize 
these opportunities to learn and grow into 
the responsibilities associated with higher 
level of responsibility. Many successful 
women today were mentored through-
out their careers. These mentors, who 
provided guidance, encouragement and 
previously unheard of opportunities, were 
many times the male leadership in the or-
ganization. Women, once promoted also 
were there as mentors for some of their 
subordinates. 

There was another aspect of this un-
paralleled advancement in technology. 
Since it was a relatively new profession 
the management role models developed 
as it grew. As a result many of the senior 
management level positions were filled 
with the individuals who could best fulfill 
the role; and many times this was a wom-
an. As a result many of these technology 
companies not only had a large number 
of female senior management, but were 
in fact lead by a woman CEO. In order 
to make effective decisions about technol-
ogy, senior executives who were used to 
dealing only with me, found that they now 
had to work with women. This experience 
helped to eliminate any unfounded preju-
dices that may have existed at the senior 
management level regarding women’s 
ability to lead and deliver results.   

The new CenTury

At the turn of the century “C suite” ex-

ecutives frequently were women. It was 
not uncommon to find women at the 
helm of a variety of organizations. To-
day we see women at the head of major 
technology companies, entertainment 
giants, banking and finance companies 
and other businesses. They also fill po-
sitions as heads of major universities, 
cabinet positions, as members of the 
Supreme Court, government agencies 
and generals in the armed services. It 
would undoubtedly be premature to say 
that women in general have achieved 
equality in executive level positions. 
The reality is that during the first 10 
years of this century, women have ex-
perienced executive management op-
portunities more frequently than in the 
past. This does not mean that they have 
the same opportunity as a man, just that 
the probability is higher that these of-
fers can occur.  

Despite these advancements, the 
CEO position in most mortgage opera-
tions, as in other industries, continues to 
be men. While the business norm con-
tinues to see men at these top leadership 
positions, those women who have as-
sumed executive spots or created their 
own will be watched to see if they, in 
fact, are a leading indicator of the future 
or are a reflection of an industry that is 
experimenting with all options to resur-
rect dwindling profits and confidence in 
their business.  

In the next article in the series we will 
explore the attributes of leadership and 
explore what impact cultural, generation-
al and gender elements have on the tradi-
tional leadership role and attempt to iden-
tify what attributes leaders of the future 
will need to have to be successful. ❖
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R ecently, servicers have been 
experiencing a level of focused 
attention from the government, 

consumers and the industry at large not 
seen since the Savings & Loan Crisis 
decades ago. 

Beginning in 2007, defaults and 
plummeting home values created the 
perfect storm to burst the decade-long 
growth the mortgage industry enjoyed 
and profited from. Unfortunately, 

what servicers are learning now is that 
many servicing technology platforms 
were built to cater to the assumptions 
of the time preceding the market’s 
collapse—that most borrowers would 
continue to make consistent payments, 
home appreciation would cover up 
initial loan-to-value (LTV) issues and 
defaults would maintain their historic 
rate of around one percent of the loans 
on the books.

By Susan Graham

Servicing technology should enhance borrower and investor relationships.
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The requirements of servicing soft-
ware have always tended to differ from 
those of loan origination systems due 
to the long-term nature of the servicing 
relationship with the borrowers and in-
vestors. While origination software is 
specifically designed to move a loan file 
from the application to the closing table 
as quickly as possible, today’s servic-
ing software focuses instead on provid-
ing the servicer with required tools to 
analyze data, process a variety of pay-
ment methods, handle modification and 
default situations and properly report to 
investors and regulatory agencies. 

The evolution of servicing technol-
ogy into the platforms that we see today 
is worthy of closer consideration. When 
servicing platforms were first introduced 
to the industry, they were built to han-
dle the demands of the time. With loan 
performance very stable, servicing plat-
forms were essentially systems designed 
to automate the processing of regularly 

made, on-time payments.
New developments in servicing tech-

nology in the 1990s and early 2000s fo-
cused primarily on speed and efficiency. 
Servicers were looking for ways to man-
age the most loans with as few resources 
as possible. 

Another key development in the his-
tory of loan servicing software came 
when lenders began moving away from 
purchasing a single software platform to 
perform all of its loan servicing. Integra-
tions between servicing and loan origi-
nation platforms also became critical, 
since lenders needed software that would 
eliminate the data entry errors that can 
come when manually transferring loan 
files from one system to another. Strong 
integrations also help ensure that compli-
ance checks and secondary market data 

are contained in the servicing records.
Looking ahead, it is difficult to say 

with certainty what requirements may be 
necessary for the coming year, but ser-
vicers will definitely benefit from having 
technology platforms in place that em-
brace enhanced customer communica-
tion, help ensure compliance and support 
the different levels of investor reporting. 
Lenders and vendors should also be con-
sidering the role of loan data, determin-
ing where that data should be stored and 
how much access the servicer needs to 
have to the database.

Today’s consumers expect and 
demand constant access to infor-
mation via the Internet. The rise of 
online application adoption mirrors 
consumers’ use of the Web for many 
financial-related purposes: tracking 
spending, balancing checkbooks, 
researching stocks and managing 
various accounts.

The same expectation applies to 

a borrower’s existing mortgage loan. 
As the economy remains stressed, 
consumers are closely monitoring 
their personal finances and many 
are choosing to do so online. Hav-
ing easy, online access to account 
data—including payment details, 
escrow accounts, loan balances and 
payment histories—is critical in to-
day’s marketplace. 

Servicers can also use online 
communications as a means to im-
prove accountability. For those 
customers who desire to receive 
information by e-mail, online com-
munications provides a traceable 
method of sending loan statements, 
adjustable rate mortgage change no-
tices, year-end statements and other 
communications.

Additionally, the cost savings of 
electronic communication can be 
significant, as servicers can realize 
significant savings on printing and 
postage by shifting more communi-
cations online. However, there will 
always be a portion of the customer 
base that still desires traditional pa-
per-based statements. Be sure to con-
sider how well your servicing soft-
ware will export statement data to 
the printing and statement systems.

Servicers should also look for 
specialized accounting reports for 
Fannie Mae, Freddie Mac and Gin-
nie Mae. These agencies currently 
purchase or guaranty mortgage 
backed securities for the vast ma-
jority of mortgages on the market, 
and servicing systems must be able 
to communicate with each agency’s 
proprietary system. Besides Gin-
nie Mae’s substantial 42% of the 
residential purchase market, Ginnie 
Mae’s steady flow of capital to the 
multifamily market reflects the need 
for servicers to be able to have a so-
lution to service multifamily loans 
and provide the necessary multi-
family reporting.    

The coming year promises to hold as 
many regulatory and compliance chal-
lenges as the previous one. While ser-
vicers have always had to work within a 
regulatory framework, the challenge in 
2011 is keeping up with new regulations 
and guidelines that often seem to change 
daily such as the Dodd-Frank Financial 
Reform Law, as well as the government’s 
efforts to reduce foreclosures and keep 
borrowers in their homes. 

One of the keys to compliance and 
avoiding issues in regulatory and inves-
tor reviews is to have a servicing system 
in place that supports accurate reporting. 
Servicing software should provide an 
automated means to aid in compliance 
and have reporting capabilities to eas-
ily provide the required paper trail that 
examiners and auditors need to verify 
compliance. 

In addition to regulatory agencies, 
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have always tended to differ from those of loan 
origination systems.
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software with strong compliance func-
tionality is an asset when investors 
conduct compliance checks to insure 
servicers are fulfilling their servicing re-
quirements, and to confirm that the loan 
data transmitted to them at the time of the 
sale, and monthly thereafter, conforms to 
the established guidelines.

When evaluating technology solu-
tions, servicers will inevitably be faced 
with the choice between traditional, in-
house software vs. vendor-hosted servic-
es, or Software as a Service (SaaS). 

Ultimately, the most important thing 
for servicers to consider is the integrity 
of the borrower data. With the wide-range 
of parties that servicers must now com-
municate with, complex regulations and 
varying loss mitigation programs in place, 
servicers need access to, and control of, 
all of the loan file data in a database. 

Servicers should also be able to 
readily access and customize reporting 
on the data, when needed. In doing so, 
servicers can flag loans at risk for de-
fault, scan for compliance issues or pro-
vide reports designed to meet individual 
investors’ demands. 

The security of the data must also be 
heavily considered, and servicers who 
host their own databases know exactly 
how that database is being managed. For 
financial institutions with multiple bor-
rower relationships, an internal database 
enables them to store deposit and credit 
account information onsite as well, and 
the servicing platform can integrate into 
that information to provide staff with a 
better view of a borrower’s financial sit-
uation, not to mention a higher level of 
customer service.

If a hosted model is adopted, a clear 
understanding of how the data will be 
stored, what data access is available and 
what level of customization servicers can 
expect for reporting is critical.

Servicing software should support 
the current landscape of government 
programs, investor demands, high de-
fault rates and demand for online access. 
To that end, servicing software that can 
handle irregular payments, prepayment 

penalties, charge-offs, deferred princi-
pal transactions, incentive payments, etc. 
plays an essential role in the accurate 
posting and reporting by the servicer.

For servicers participating in pro-
grams such as HAMP, servicing software 
with loss mitigation functionality, trial 
period processing and the reporting of 
HAMP activity to the appropriate agen-
cies are important attributes. 

Beyond these functionalities, though, 
lenders should also keep the following in 
mind when selecting servicing software:

Does it play well with others? Will 
the servicing platforms work with the 
existing technology base, especially the 
loan origination software (LOS)? The 
best integrations eliminate redundant 
data entry by importing data directly 
from the LOS. Servicers will also ben-
efit by having a servicing platform that 
can work smoothly with systems used in 
reporting and compliance. Servicers are 
required to report on a regular basis to 
many external sources - investors, credit 
bureaus, the IRS and tax service compa-
nies, among others. Automated reporting 
is essential to insure efficient and accu-
rate reporting. An integrated web appli-
cation providing borrowers with their 
mortgage information and a convenient 
method to make payments can reduce 
the call volume and provide extended 
customer support.   

How is training handled? Most ven-
dors provide training up front when a 
new system is first implemented, but the 
best companies back the initial imple-
mentation up with ongoing communica-
tion, training and service. Find out from 
vendors how service is handled. Can you 
call anytime and speak directly with a 

support agent or do you have to open a 
ticket to speak to someone? How long 
does it usually take to resolve issues? 
What are the options—and costs—of 
training new staff? The answers to these 
questions can dramatically impact the 
long-term cost of a new system.

How is the software updated? With the 
industry changing as quickly as it has over 
the past couple of years, systems need to 
be flexible enough to keep up with cur-
rent program, regulations and customer 
demands. Servicers should find out how 
much input they will be given towards fu-
ture functionality, and what forums are in 
place for product suggestions. How often 
is the software updated?

What other costs will there be? Con-
sider more than just the initial price tag 
for the software. While this is the most 
significant portion of the cost, there are 
ongoing considerations. Sometimes addi-
tional hardware is required to implement 
the platform. For SaaS-style systems, 
there may be less upfront costs, but the 
ongoing licenses and monthly obligation 
fees can add up quickly. If you plan on 
expanding your portfolio, consider the 
pricing model since many may be vol-
ume or transaction based, 

Once servicers determine the an-
swers to these questions, the final step 
is to balance the costs with the benefits 
provided. While we can’t know exactly 
what 2011 holds in store for the mort-
gage industry, servicers should ensure 
that the software platforms they rely on 
are flexible enough to adapt to whatever 
changes come, while improving the abil-
ity of the lender to communicate clearly 
and easily with both the borrower and 
the investor. ❖
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Susan Graham is president of Financial Industry Computer Systems, Inc. 
(FICS), a mortgage technology specialist that provides cost-effective, in-
house mortgage loan origination, residential mortgage servicing and 
commercial mortgage servicing technology to mortgage lenders, mid-
sized banks and credit unions.  As president, she is responsible for the 
overall management of the company’s day-to-day operations, strategic 
planning, customer relations and product development.
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T
oo often lenders view technology as something out of their area of expertise. After 
all they’re business people, not technologists. That’s the wrong attitude if you want 
to succeed in this or any other evolving market.
Tyler and Todd Sherman are living proof that when done with an eye on strategy, 

technology can be a lender’s best friend. Why? These two executives started a mortgage 
lender, built their technology in house, successfully sold that 
company and are now back at it again sharing their expertise 
with the general market as technology vendors. Colorado-
based Motivity Solutions, founded in 2006, is a customer software solutions provider 
that offers a variety of mortgage-centric business intelligence automation. 

Motivity Solutions flagship product, Movation Business Management Platform, 
provides a real-time view across an entire organization by turning multiple data sources 
into actionable information through dashboards, scorecards and intelligent reporting. 
How do these two business-savvy executives see the mortgage market today? They share 
all in this executive interview with Tomorrow’s Mortgage Executive magazine.

Business And

Technology
The executives at Motivity Solutions prove that automation makes sense in 
creating new efficiencies.

Executive Interview



Q: What was the biggest problem lenders faced 
just two years ago as compared to what they face 
today? How does it compare?

TYLER SHERMAN: I am not sure there is any 
significant way to compare the state of 
the industry two years ago versus today. 
What was transpiring two years ago had 
never been seen before and will probably 
never been seen again—hopefully. But, if 
I were to compare the two, I would say 
that two years ago mortgage lenders were 
simply fighting for their existence. There 
were significant trust issues and a declin-
ing real estate market. What kept the in-
dustry afloat and helped lenders survive 
was FHA lending and the record-low 
interest rates. Now, lenders are facing an 
expected decline in originations for 2011, 
which is going to put the focus on grow-
ing market share and lowering the cost of 
manufacturing a loan. They are also fac-
ing unheard of regulatory concerns. What 
is going to rise to the forefront are age 
old, free market concepts—innovation, 
entrepreneurial spirit, having the custom-
ers best interest in mind in order to build 
trust, loyalty, and brand affinity. These 
core values were always where the inde-
pendent mortgage bankers had the com-
petitive advantage and I think we will see 
a return to this in 2011.

TODD SHERMAN: I agree that two years ago 
the biggest problem lenders faced was 
fighting for survival. From a technology 
perspective, the focus was on doing more 
with less, but the majority of the industry 
wasn’t spending money on technology. 
When we launched Movation in 2009, just 
less than two years ago, we felt the timing 

was perfect because of its’ core values—
augmenting existing technology without 
having to replace it, its ability to help op-
timize an organization’s process, and the 
ability to give a very clear understanding 
of the state of the business. This was all 
about doing more with less. Looking at 
the landscape today, compliance seems 
to be on the top of everyone’s mind. And 
it is something that should definitely be a 
priority, but I think the biggest problem 
lenders face now is going to be staying 
focused on what is really important. The 
lenders that will continue to grow in 2011 
are the lenders that will be aggressive in 
attacking compliance, as opposed to be-
ing entirely reactive, and those that focus 
on what made the independent mortgage 
banker successful in the first place. We 
have taken the first few steps forward in 
the renaissance and we are at a point in 
mortgage banking we haven’t been at in 
some time—a point where anything and 
everything is possible through solid busi-
ness principles and the innovative Ameri-
can spirit.

Q: Similarly, how has technology changed in the 
mortgage space over the past two years?

TODD SHERMAN: In listening to the focus 
of the mortgage banker two years ago, 
trying to do more with less, vendors 
were trying to add functionality to their 
systems that would help them with this 
charge. What a lot of vendors were try-
ing to do was build that all-inclusive, 
end-to-end system, in order to acquire 
what they could within what the indus-
try was willing to spend during a time of 
crisis. There wasn’t a lot of open com-

munication between vendors in an effort 
to build best-of-breed solutions. But that 
isn’t new to the mortgage technology 
landscape. It is why we built most of 
our technology in-house when we were 
mortgage bankers and one of the primary 
reasons we started Motivity Solutions af-
ter selling our mortgage bank. We want-
ed to build an open platform that worked 
with the lenders previous investment, in 
capital, training, etc., and encouraged 
vendors to work as partners in providing 
solutions that fit the needs of the mort-
gage banker—as opposed to the mort-
gage bankers having to conform to the 
limitations of the technology. And we 
are seeing that come to fruition through 
our partnerships with Xerox, AllRegs, 
Del Mar DataTrac, the Stratmor Group, 
and other select vendors.

TYLER SHERMAN: And we will be announc-
ing some other very exciting partnerships 
as well in the very near future. That isn’t 
to say that our segment of the industry is 
where we would like to see it. There is 
still very much a lack of trust amongst 
vendors in the industry, posturing, etc. 
When we won the award for Movation in 
2009 we said that we looked forward to 
working with everyone in that room, the 
leading industry technology providers, 
and we meant it. We continue to drive 
down the path of creating partnerships 
that provide real value to mortgage bank-
ers. I would also say that business user 
configurability, something that we con-
tinue to enhance within our system, and 
mobile technologies are definitely more 
top of mind for the lender, and therefore, 
the vendors as well. We think mortgage 
bankers are beginning to understand the 
benefit of using business intelligence to 
drive a healthy, competitive, and goal ori-
ented performance-based environment. 
Some industry vendors are looking to us 
and our technology to bring that benefit 
to their products and others are looking 
to build it themselves—it all depends on 
the philosophy of the company.

Q: As someone who has been both a lender and 
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As CEO of Motivity Solutions, Tyler Sherman is responsible for 
establishing the vision and long-term strategy of the company. Tyler 
has more than 15 years of sales, marketing, and executive leadership 
experience across multiple industries. Before founding Motivity Solutions, 
Tyler was a co-founder of Watermark Financial Partners, where he led 
the sales team. The sales and marketing programs developed by Tyler 
led Watermark to become one of the largest organizations of its kind.
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vendor, how was your view of technology as a 
lender different and similar as compared to 
how you view technology today as a technology 
vendor?

TYLER SHERMAN: We view it in much the 
same way. Mortgage banking is our fam-
ily business so we view ourselves as mort-
gage bankers today even though we don’t 
originate loans. When we were a lender 
we focused on technology and processes 
that allowed us to bring value to our cus-
tomers. Much of what is being instituted 
today in regulations are policies that we 
had in place as mortgage bankers back 
in 2004. We did it because we thought it 
was the right thing to do for the consum-
er, which ultimately lead to our sustain-
able success in becoming a top 10 FHA 
lender. The technology we developed at 
Watermark is conceptually identical to 
what we have in Movation today. So, I 
would say that our view of technology 
hasn’t changed a bit from when we were 
a lender.

TODD SHERMAN: I would definitely agree 
with that. As a lender we understood 
very well who we wanted to use and for 
what service. Everybody was pushing an 
end-to-end solution but there were still 
gaps. In business, you cannot try and be 
all things to all people and be successful 
at it. You have to stick with what you do 
well. For us, as mortgage bankers, that 
was FHA loans. As mortgage bankers de-
veloping technology for other mortgage 
bankers, it is an open platform that man-
ages the entirety of the business by filling 
the gaps, improving existing technology, 
and creating a performance-based culture. 
I cannot tell you how many product dem-
onstrations and pitches we went through 
and there wasn’t one product that had the 
flexibility we required. Some products 
might have been flexible, but the cost of 
customization was prohibitive, and other 
products might have only been missing a 
few pieces, but they were core pieces we 
couldn’t live without. And none of it re-
ally seemed like it was being developed 
from the mortgage banker’s perspective. 

So, we developed our own.

Q: Talk about the role business intelligence plays 
in the mortgage market today?

TYLER SHERMAN: The role of business intel-
ligence in the mortgage market today is 
a means to provide real-time insight into 
the business and highlight which areas 
within the business that need improve-
ment. Without real-time insight, lenders 
can’t know on a day-to-day basis who is 
and who isn’t meeting the goals necessary 
to accomplish the objectives of the busi-
ness. We work with our customers from 
an ideology of what gets measured, gets 
results. Business intelligence is how you 
measure, manage, track and drive perfor-
mance. Business intelligence allows lend-
ers and vendors to focus on what needs 
their attention most.

TODD SHERMAN: In addition to what Tyler 
said, business intelligence allows you 
to go as deep as you need to in order to 
identify the area of improvement. You can 
analyze the entire company, a department, 
a process, an entity such as a loan or ven-
dor, or all the way down to the employee 
level. We use business intelligence with 
our clients to understand first where they 
are and are not meeting their goals on a 
corporate level and then determine the 
next steps based on what is going to bring 
the highest level of value to the customer. 
That may be more business intelligence, 
it might mean automating a process, it 
could mean customer relationship man-
agement. As business owners, we may 
think we know what our company needs 
to do, but it is even better to definitively 
know—even if it is only confirming our 
gut instinct. This makes it simple to deter-
mine next steps and creates a confidence 
that we are optimizing our time and finan-
cial resources. This would not be possible 
without business intelligence. Companies 
that take advantage of this technology are 
going to have a clear competitive advan-
tage over those that don’t in 2011 where 
growing market share through customer 
retention, referrals, and service as well as 

creating a more profitable manufacturing 
process will be imperative for growth.

Q: How can BI be used in creative ways to give 
lenders an edge?

TYLER SHERMAN: We have already talked 
conceptually about the edge lenders can 
realize through business intelligence, so 
let’s look at some specifics. Business in-
telligence helps lenders get more out of 
their systems, people, and processes. We 
have a customer who was really trying to 
understand why underwriting wasn’t able 
to turn the number of loans per month 
they had all established as the corporate 
goal. They knew the staff was hardwork-
ing, led by a competent manager, and felt 
as though they had all of the tools nec-
essary to meet the goals. And, they had 
already taken the approach of reworking 
the underwriting process a number of 
times. Nothing they tried was effective. 
So, we applied business intelligence to 
the issue to see what it showed. As it 

Industry PredIctIons
Tyler Sherman thinks:

1Industry stakeholders will require even 
more transparency throughout the loan 

manufacturing process.

2Lenders will proactively change busi-
ness processes to reflect ethical lending 

practices before they are forced to through 
regulation.

3The majority of loan originations 
will shift back to the innovative and 

entrepreneurial independent mortgage 
banker because they have always been the 
most efficient originator of mortgages.

4Lenders will incorporate the stakehold-
er metrics and guidelines by which they 

will be held accountable into all stages of 
the loan lifecycle.

5Lenders will begin to put systems and 
processes in place to create perfor-

mance-driven accountability throughout 
their organizations.
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turned out, the issue wasn’t in the under-
writing department at all. We were able 
to help the lender discover that a certain 
product was creating a bottleneck be-
cause of the number of conditions it took 
to get the loan underwritten. The lender 
was then able to apply an additional step 
at the point of origination that really im-
pacted the amount of effort it took within 
the underwriting department. And, the 
lender was able to look back and mea-
sure the improvement, even tying it to 
the increase in loan and product profit-
ability.

TODD SHERMAN: Tyler brings up a good 
point. It isn’t just business intelligence 
that makes the difference. It is actionable 
business intelligence that makes the dif-
ference. Think about the consultant that 
comes in and says, “This is what you 
need to do. Good luck and have a fantastic 
year.” There is a measure of usefulness in 
that information, but it isn’t the solution. 
Actionable business intelligence gives 
you the full solution. There is no shortage 
of creativity and innovation within mort-
gage banking, and our clients have proven 
very creative in how they measure and 
track their successes and failures. Busi-
ness intelligence is open from the per-
spective of how you apply it, but specific 
in delivering what the next step is—you 
really get the best of both worlds. Another 
example would be managing to the expec-
tations of their stakeholders. Think of it 
this way, if you knew what questions were 
going to be on the test, why wouldn’t you 
determine what you are going to study 
based on that? Our business intelligence 
gives the lenders a method of tracking, in 
real-time, the key performance indicators 
they know they will ultimately be held 
accountable to. So, when and if the time 
comes for an audit, they already know 
where they stand because they have been 
tracking it the entire time. Preparation for 
the audit becomes easier and the audit it-
self is less intrusive on the organization 
as a whole. You also build a tremendous 
amount of trust with the stakeholder run-
ning the audit.

Q: Motivity has entered into strategic partner-
ships with companies like Xerox, AllRegs and oth-
ers. What goes into making those partnerships 
successful?

TYLER SHERMAN: In one word, synergy. This 
is why we named our program the Syn-
ergy Network. It takes likeminded com-
panies that understand the true essence 
of team work—that the whole is greater 
than the sum of its parts. Some vendors 
don’t want to admit their system has gaps 
and others don’t have the confidence in 
their product, which creates a level of 
fear in partnering with a company like us. 
Our best relationships are built on trust, 
integrity, and a focus on mutually ben-
eficial results. Businesses are protective 
by nature, but at some point you have to 
submit yourself to the effort of the team 
in order for there to be any chance of suc-
cess. We work with our partners to ac-
complish each other’s goals regardless of 
whatever feature overlap there may be. 
We are very respectful of their custom-
ers, their brand, and their philosophies so 
we quickly arrive at the stage where we 
are solely focused on how we can create 
more value together.

TODD SHERMAN: The last important element, 
and one that we are personally very proud 
of, is that we have created a technology 
that is very open to working with other 
technologies. We have already discussed 
this, but relative to what it takes to make 
a partnership successful it cannot be over-
looked. Our system was built with these 
partnerships in mind. There is a lot of 
technology out there that does a really 
good job and the more mature industry 
technology markets are extremely com-
petitive. We don’t feel it makes sense from 
a business perspective to try and reinvent 
the wheel and then spend the resources to 
compete in a crowded marketplace. We, 
and our partners, believe that it makes 
more sense to work together focusing on 
bringing value to the industry. We feel 
there is plenty of opportunity out there for 
all of us and that together our businesses 
will end up in a better place.

Q: Origination volumes are expected to decline by 
40% in 2011. What advice do you have for strug-
gling lenders?

TYLER SHERMAN: I think first and foremost 
is understanding what your identity is and 
then staying focused on who you are. Be 
proactive within your business while not 
acting out of desperation. Stay confident 
and focus on longer-term objectives and 
growth as opposed to just doing what it 
takes to stay in business. Struggling lend-
ers need to focus on both ends of the profit 
equation—growing market share and low-
ering manufacturing costs. They should 
look to affordable technologies like ours 
to assist them with this effort.

TODD SHERMAN: Being proactive, specifical-
ly when it comes to compliance, is going 
to be important so that these lenders can 
focus on growing market share and low-
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Industry PredIctIons
Todd Sherman thinks:

1Extended mortgage-related software 
functionality for mobile devices will 

enter the market.

2An open marketplace is needed for 
publishing and digesting services and 

solutions to create more efficient distribu-
tion, regardless of the system of record, 
based on lender needs as opposed to 
vendor needs.

3Systems will be developed that rapidly 
accommodate changes in the regula-

tory environment through lender configu-
ration as opposed to vendor re-program-
ming and re-deployment.

4Unified messaging will become more 
prominent to track all structured and 

unstructured communication for any entity 
(i.e. email, phone, IM, system contact 
logs, etc. for loans, employees, customers, 
investors, etc.).

5Systems will tailor themselves to the 
skill set of the user and expand based 

on the growth of the user to limit training 
within the employee on-boarding process.



ering manufacturing costs. Independent 
mortgage lenders have always been inno-
vative and entrepreneurial—understand 
where you have a competitive advantage 
and use it. And then determine where you 
need a competitive advantage and go get 
it. Confidence cannot be overlooked, and 
it is very tough to be confident when you 
are struggling, but you cannot succeed 
without it.
 
Q: To continue discussing market conditions, new 
regulation isn’t going to stop flooding the market. 
How do lenders stay ahead of these new regs?

TYLER SHERMAN: I think it is important to 
first look at the differences between the 
independent mortgage banker and the 
institutional bank that originates mort-
gages. For the independent banker, the 
end justifies the means—meaning that 
as long as the loan closes according to 
the guidelines, all is good. For the insti-
tutional banks, they focus more on pro-
cess and procedures and the results are 
what they are. Both have their benefits, 
and both have their downfalls. I think 
the ideal scenario is adopting and au-
tomating processes that ensure compli-
ance, understanding that more compli-
ance is going to come, and making sure 
you don’t eliminate the ability to move 
quickly. Regulation isn’t going to touch 
just one piece of technology or the busi-
ness; it is going to touch all aspects of 
the business eventually. Lenders should 
look to solutions like our business man-
agement platform that can give them a 
single open platform from which they 
can manage compliance and all other el-
ements of their business.

 

TODD SHERMAN: I would say lenders need 
to figure out a way to incorporate the 
new regulations without being overly 
intrusive to the organizations. This 
won’t be an easy task, but not an impos-
sible task either. The key to that is being 
proactive. Whoever handles the imple-
mentation of new regulations the best 
will have a clear competitive advantage 
over those that continually struggle. 
Regulation is a check point you have to 
get through before you can continue on 
with the task of growing market share 
and lowering manufacturing costs. We 
have a solution that helps simplify the 
implementation of regulations, but that 
doesn’t mean it is right for everyone. 
Lenders need to find something that 
works for them and create that competi-
tive advantage.

Q: Another hot topic is data integrity. What should 
data integrity mean to lenders and how can they 
ensure the integrity of their data?

TODD SHERMAN: For lenders, data integrity 
should mean being able to rely on your 
data as that one version of the truth. That 
means defining the data that is impor-
tant to you and focusing on keeping the 
integrity of that data at the highest level. 
There are many ways to do this, but if I 
were them I would automate policies, 
track changes, limit the ability of anyone 
that can affect data quality, and create ac-
countability down to the employee level. 
Bad data affects everyone negatively so it 
needs to be communicated that everyone 
is a part of the solution.

TYLER SHERMAN: That accountability 

down to the employee level is the key 
component there. If lenders make data 
quality an aspect of an employee’s per-
formance review, I can virtually guar-
antee that the data integrity will remain 
high. Those employees that don’t care 
about it will fall off leaving only those 
that do, thereby creating a culture where 
everyone has the utmost respect for data 
quality. And, yes, data integrity is all 
about you and your stakeholders being 
able to rely on it. This is a high-risk item 
where the focus must always remain on 
the end goal.

Q: Lastly, what’s ahead for Motivity Solutions in 
2011?

TYLER SHERMAN: Overall our company will 
focus on helping lenders get more busi-
ness, and get more out of their business—
with systems and employees. We will also 
help lenders focus more on loan level and 
employee profitability metrics. We will 
be announcing several new key partner-
ships with well-known, industry leading 
vendors. This is going to allow Motivity 
Solutions to be a part of some great solu-
tions. Shortly, we will be rolling out a pro-
cess of implementation that will elevate 
our focus on providing the highest level 
of value and ROI in the shortest amount 
of time.

TODD SHERMAN: On the product side, we 
are going to enhance our business intelli-
gence by making the software even easier 
to admin and customize. We will be intro-
ducing major enhancement to our mort-
gage-centric CRM and we will be build-
ing on our work management and process 
automation. We are also enhancing our 
data quality functionality and improving 
our mobile platform. As Tyler mentioned, 
our sole focus for 2011 is helping lend-
ers get more business, which is where 
our CRM comes in, and get more out of 
their business through performance driv-
ing business intelligence along with work 
management and automation to drive ef-
ficiencies. This will allow lenders to im-
prove both side of the profit equation. ❖
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As President and COO of Motivity Solutions, Todd Sherman is 
responsible for all aspects of software development as well as the day-
to-day operations and strategic implementations for the company. He 
has spent more than 17 years designing, creating and implementing 
software across several industries. Before founding Motivity Solutions, 
Todd was co-owner of Watermark Financial Partners. Todd has built 
small single-user systems and large enterprise systems for thousands of users.
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Solving Servicer’S ProblemS
If Time Magazine had a mortgage industry version of its 

“Person of the Year” edition, the person recognized (and 
it’s often not an honor) might actually 

have been an entire business segment—loan 
servicing. Much maligned for some highly 
public missteps, primary loan servicers have 
seen far better years. Unfortunately, not a lot will change for 
2011 if their strategies remain the same; fortunately, a growing 
number of lien holders and investors are reacting to the truth of 

the current situation and desire change. Whether they embrace 
change remains to be seen, but servicers will be better off as 

their tactics adjust in 2011.
It’s not the servicers’ fault, ultimately. In 

many respects they are the victims of their 
own success over the course of generations 

of relative stability in the mortgage industry. If the ship is 
sailing well, why redesign its architecture? Understandable, 
if the problem of dealing with weather seas never arises, but 

By Steven Horne
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There is a compelling specialty solution 
to servicing’s costly “Catch-2010.”Solving Servicer’S ProblemS

that has not been the case over the last few stormy years, and 
everyone—including servicing’s clients—has noticed.

The basic business model for loan servicers really hasn’t 
evolved much since the 1970s and early 1980s, when they shifted 
from ledger card management systems over to computer-fueled 
practices. Servicers handled what amounted to an enhanced 
accounting function, accepting and posting payments, dealing 
with occasional inquiries, some basic reporting and so forth. 
When a borrower was late on a payment, little initial action 

was taken for the simple reason that the payments almost 
always showed up, and besides, there was good money in late 
fees. If the delinquency persisted another month, then a polite 
letter was in order. Give it another two weeks or so, and a polite 
phone call would follow. Actual defaults were few and far 
between, and only a tiny fraction would go to foreclosure.  

As the GSEs grew to represent over a third of the loan 
market, not much changed, except that fewer companies 
elected to service their own loans and servicing became 
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concentrated among a smaller number 
of megaservicers. Subprime became 
a meaningful and lucrative part of the 
market in the 1990s, and those loans were 
similarly serviced, though the phone calls 
became more frequent and noticeably 
less amiable. Most defaults became 
cured on the way to the foreclosure 
department; if not, rising home values 
largely eliminated the possibility of loss 
even in the event of a foreclosure.  

The basic compensation model was 
unchanged from the earliest days too, as 
was the technology used for the servicing 
shop. It automated a few tasks, kept 
records well, and included conversation 
logs that were especially important for 
those subprime “story loans.” Servicers 
were paid somewhere between 25 
and 50 basis points to perform their 
functions, and as recently as the early 
2000s, servicing was a business that 
a lot of people wanted to be in. It was 
uncomplicated.

Looking at the landscape today, 
it seems less idyllic and more like 
a nightmarish battlefield from the 
Napoleonic Wars, covered with blood 
and anguish. Servicers were completely 
unprepared for the onslaught of 
delinquencies, much less defaults, and 
the results have made headlines for 
months. The takeaway from all this is 
inescapable—primary loan servicers 
are great for handling accounts that 
pay as agreed and are fully capable of 
working delinquent loans as long as 
there aren’t too many of them. But they 
are undermanned and outgunned when 
it comes to working with boatloads 
of defaulting borrowers and handling 
foreclosures or its alternatives. Once 
again, not their fault—it’s baked into 
their business model.

It is a classic “Catch-22.” If you recall 
Joseph Heller’s novel from sophomore 
English class, it’s the story of a WW II 
bombardier who has been on too many 
missions and is experiencing shell 
shock—what we now understand is post-
traumatic stress syndrome, or PTSS. He 
refuses to fly and claims to be crazy, but 
is told that not wanting to fly missions 
is entirely sane, and therefore he cannot 
be crazy and must fly. Servicers want to 
handle defaults, but they can’t because 
they don’t have the money to pay for 
the extra work and expertise, based on 
their compensation structure. They can’t 
charge the extra amounts necessary to 
handle these loans fully because that 
would provide an incentive for them to 
cause loans to go into default. Think of it 
as loan servicing’s “Catch-2010.”

Everything the loan servicer does 
that is outside their basic sphere is a cost 
that has no way to generate revenue, so 
those things are not going to get the 

resources and attention. This applies 
to virtually all things related to default, 
among them two areas that received a 
lot of attention in 2010: foreclosure 
affidavits and short sales.

Foreclosure-Gate or the “robo-
signing” scandal—call it what you will. 
Regardless of your choice, bringing it 
up is the fastest way to cause dyspepsia 
in any gathering of servicing executives. 
It was their worst nightmare, all spread 
out for the world to see, and it remains 
the scandal that keeps on scandalizing. 
The industry has an obligation to 
follow the rules and execute foreclosure 
paperwork by the numbers to satisfy the 
legal requirements of the system. True, 
the loans were defaulted upon by the 
borrowers, not the servicers, but that’s 
not the issue. Not following the rules is, 

and it matters not whether there was any 
real intent to commit fraud—those who 
don’t follow the rules are culpable. I can 
only imagine what the penalties might be 
by the time the lawyers finish cleaning 
up the battlefield. As a lawyer myself, I 
see big numbers in this fiasco, all of it 
coming from the perceived deep pockets 
of servicers, mortgagees and investors, 
along with some poorly performing non-
servicing third party service providers.  

How might it have been avoided? Like 
most of the servicing tasks that are ill 
suited for primary servicers, foreclosure 
management is perfectly matched up 
with the rising segment of specialty and 
component servicers. They’re not non-
servicing third party providers, they are 
loan servicing specialists, and as such 
understand the rights and responsibilities 
of all stakeholders in the transaction. 
They handle all types of liens, and are 
typically compensated only when they 
succeed at their tasks—so no robo-
signing shortcuts are encouraged. Most 
importantly, there is no inherent conflict 
of interest. Moreover, there are growing 
numbers of specialty and component 
servicers out there to handle the load, so 
scalability is not an issue, either. In short, 
steering these transactions to specialty 
servicers would have meant a few extra 
dollars initially in the process, but many, 
many millions of dollars in savings over 
the final tally.  

Beyond the robo-signing situation, 
using specialty servicers offers the very 
real prospect of avoiding foreclosure 
altogether. Many of them focus on 
foreclosure alternatives, including (but 
not limited to) short sales. Among these 
is a servicing specialty that is as much of 
an art form as a business practice: turning 
non-performing loans (NPLs) into re-
performing loans (RPLs). Foreclosure 
loss severity has been on the rise and, 
with the ambiguity brought to the 
situation by Foreclosure-Gate, servicing 
rights owners and other interested parties, 
like mortgage insurers, are looking 
for alternatives that don’t immediately 
involve a sizeable, inevitable loss.
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Servicers were completely unprepared for the 
onslaught of delinquencies, much less defaults, 
and the results have made headlines.
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This sort of specialty servicer does 
what the primary servicer does, except 
that it is performed in a fashion bearing 
little if any resemblance to the way 
the primary servicer operates. At the 
traditional servicing shop, for example, 
close tabs are kept on the borrower 
contact person by either their telephony 
software or live supervisor to make 
certain not too much time is being spent 
on the phone with delinquent accounts. 
In shops like ours, it is exactly the 
opposite: we need to know the borrower’s 
situation and there is no better way to 
build a relationship than listening to 
their story with patience and empathy. 
We actually compensate our resolution 
specialists based on spending more time 
with borrowers, not less. No primary 
servicer can afford to do that, but since 
specialty servicers are typically paid on 
success, it’s in our DNA.

All the additional time spent allows 
us to evaluate a non-tangible that either 
makes or breaks the chances for a long-
term re-performing loan situation, 
something we call “psychological 
equity.” This factor recognizes the non-
monetary investment the borrower has in 
their neighborhood. The local schools, 
the friends on the block, the youth sports 
teams, the neighborhood kids who are 
constantly in and out of the house; these 
are all contributors to the borrower’s 
psychological equity. My experience has 
been that if the borrower is sufficiently 
motivated to stay in the home and make 
some sort of payment, the chances are 
excellent that foreclosure can be avoided 
and a long-term modification can be 
successful. How successful? In the last 
two years, about 80% of our mods have 
lasted twelve months or more.  

Once the loan achieves full re-
performance, the mainstream servicer 
gets it back, and a loan with zero or 
negative value is once again a performing 
asset. This level of personal attention is 
simply not within the capabilities of a 
primary servicer, and with the very nature 
of foreclosure called into question, it can 
be an attractive alternative for everyone 

involved. So not only might Foreclosure-
Gate have been avoided by using 
alternative servicing approaches, many 
of these loans might never have required 
a foreclosure affidavit in the first place.

What about short sales? Ask any 
real estate professional about their short 
sales experience and you could be in for 
a monumental tirade on dealing with 
servicers. Offers ignored, phone calls 
unreturned, e-mails unanswered and 
other unflattering behaviors are certain 
to be described. With a growing housing 
inventory and the previously mentioned 
increasing severity with uncertain 
foreclosure actions, the short sale is a 
strategy with a future. But they take 
special handling, and blitzed servicing 
staffs are seemingly more concerned 
with staying abreast of other duties, 
even if those tasks aren’t going to save 
mortgagees from greater losses, as short 
sales often can. 

Enter the specialty servicer, the go-
to person for things that fall outside 
the normal servicing routine, like short 
sales. Specialty and component servicers 
handle more short sales than ever before 
for two good reasons. First, they have 
the capacity and skill set to work with 
all parties to address the considerable 
needs of each transaction. There are 
a number of time-consuming steps to 
be taken, negotiations to conduct and 
stakeholders to orchestrate with short 
sales, and specialty shops are built 
for this purpose. Secondly, the entire 
orchestration process is best handled 
using technology as a tool to conduct the 
transaction, and specialty servicers have 
those tools at their command. Primary 
servicers, as mentioned earlier, are still 

mostly saddled with old-school systems 
that were never designed for these tasks.

Leading specialty servicers have 
the advantage of specialized and often 
proprietary technology tools, including 
Web-based transaction management 
platforms designed to handle short sales. 
These platforms are new within the last 
few years, and bring communication 
levels among short sale stakeholders to 
an entirely new plane. All parties can go 
to their own secure webpages and see 
precisely what has been accomplished, 
what is yet to be delivered and when the 
closing is scheduled. Junior lien holders 
are dealt with, transaction leaders can 
order needed services instantly, and the 
process is sped along to a successful 
conclusion in as little as a third of the 
time normally expected.  

Although specialty servicers have 
been experiencing remarkable growth 
throughout 2010, the industry will truly 
be taking off in 2011 as awareness 
spreads among concerned investors, 
lenders and servicing executives. With 
several million delinquent and defaulting 
loans still out there, the industry clearly 
needs assistance from experienced 
professionals with demonstrable track 
records. Technology plays a key role 
in all this, enabling smaller numbers of 
skilled people to do the work of many 
while offering the extremely fine hands-
on service levels required for success.  

Specialty servicing is more than 
simply a solution to the industry’s 
persistent problems in balancing its own 
interests with those of its stakeholders 
and borrowers.  It’s the best way to keep 
“Catch-2010” where it belongs: in the 
past. ❖
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Steven Horne is CEO of Wingspan Portfolio Advisors LLC, based in 
Carrollton, Texas.  A lawyer who has held senior positions with Fannie 
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How Do You Value Risk? 
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F ive years ago, lenders were 
primarily interested in one 
thing from technology: 

speed. With the mortgage boom 
in full swing, the focus was on 
automation and integration of 
system enhancements that would 
help them close as many loans, as 
rapidly as possible. This applied 
to virtually every step in the 
mortgage process. Compliance 
review, credit checks and property 
valuations were all treated more 
like commodities to be processed 
quickly and cheaply.

While speed and efficiency 
are still important factors, 
the overwhelming focus for 
the coming year is quality.

          Tomorrow’s Mortgage Executive      42

By Rich Kuegler

How Do You Value Risk? 



As the market turned from 2008 
through 2010, lenders focused primarily 
upon survival. They needed to hang on, 
making difficult decisions and cutting 
costs that enabled them to survive the 
downturn and the resultant drop in ap-
plication volume. Those that survived are 
the organizations that have rebuilt their 
processes and revamped technology capa-
bilities to support the needs and realities 
of the new market.   

At the beginning of 2011, the industry 
mindset has shifted toward a strong em-
phasis on loan quality. While speed and 

efficiency are still important factors, the 
overwhelming focus for the coming year 
is quality.

2011 will be known as the year that 
the rules changed. While proposed legis-
lation and regulatory updates have caused 
major changes in the lending process dur-
ing each of the past few years, the pas-
sage of the Dodd-Frank Financial Reform 
law and creation of the Consumer Finan-
cial Protection Bureau (CFPB) will once 
again shift the rules.

As of the beginning of the year, there 
is still a lot of uncertainty to what some 
of the specific rules might look like. For 
example, the “qualified residential mort-
gage,” which will outline those mortgages 
exempt from a mandatory five percent re-
tention, will not announce its guidelines 
until this month. Other regulations, such 
as the Real Estate Settlement Procedures 
Act (RESPA) and Truth in Lending Act 
(TILA), are still working out how to work 
together under the control of one agency.

In December, the federal regulatory 
agencies issued their guidance on ap-
praisal and evaluation processes. The new 
rules replace the Home Valuation Code 
of Conduct (HVCC) and outline specific 
guidelines for selecting and compensat-
ing appraisers as well as the validation of 

appraisals. The guidelines emphasize pro-
cesses that can insure independence and 
accuracy in the appraisal process.  Again, 
the focus remains on quality; for both the 
collateral valuations products used in un-
derwriting and the process by which these 
products are delivered and validated.

Imagine if someone promised you the 
chance to invest in a stock that would nev-
er drop. You would laugh at them as you 
kept your wallet closed tight. 

Yet lenders and consumers alike fell 
into the trap of only expecting positive 
growth in real estate, despite the historical 

foundation for rises and falls in real estate 
values. When adjusted for inflation, hous-
ing prices saw dips in the early 1970s, the 
early 1980s and the early 1990s before 
going on the historic bubble that peaked 
in 2006. 

But somehow, investors, homeowners, 
lenders and the government were unpre-
pared for the drop that began in 2007, and 
the recently developed appraisal methods 
were not equipped to handle rapid price 
drops.

Just as smart investors know the stock 
market rises and falls, lenders know that 
the real estate market will do the same. 
Complicating the matter is the fact that 
there is no national market for homes. 
The price of homes varies greatly from 
state to state, city to city and even ZIP 
code to ZIP code.

The new appraisal guidelines will in-
troduce some changes in the utilization of 
different products, including the require-
ment that new appraisals or evaluations 
must be secured if the reported market 
value has changed due to passage of time; 
volatility of the local market; changes in 
terms and availability of financing; natu-
ral disasters; limited or over supply of 
competing properties; improvements to 
the subject property or competing prop-

erties; lack of maintenance of the subject 
or competing properties; changes in un-
derlying economic and market assump-
tions, such as capitalization rates and 
lease terms; changes in zoning, building 
materials, or technology; and environ-
mental contamination.

In 2011, lenders should look toward 
technology tools to help validate their in-
formation needs for property valuation. 
These quality review and validation tools 
include advanced algorithms that evalu-
ate key criteria within the loan files and 
incorporate market data to determine the 
validity of the valuation report. This type 
of tool can help underwriters to identify 
those loans for which property values 
may have impacted combine loan-to-val-
ue (CLTV) or other key risk factors, thus 
requiring a more detailed reevaluation. As 
these tools continue to improve, lenders 
will be able to customize the programs 
to incorporate unique business rules and 
various loan parameters.

This can also assist servicers in better 
managing portfolio performance.  Using 
these validation tools, portfolio manag-
ers and servicers receive a comprehensive 
report that classifies individual properties 
into risk-based groupings or tiers, along 
with the data and analytics needed to sup-
port additional targeted analysis at a loan 
level. By identifying potential risk at a 
loan level, servicers can more effectively 
determine which properties may need no 
further evaluation, those that need some-
one to take a closer look to verify the val-
ue and those that may be most at risk and 
will require complete reevaluation by the 
most experienced servicing associates. 

For example, a portfolio validation 
tool could highlight the risk associated 
with a property where value has dropped 
by more than 30% in the past year, putting 
the loan into a negative equity situation. 
By quickly assigning the at-risk property 
to an experienced home retention coun-
selor, the lender can begin to take steps 
with the borrower to maintain loan perfor-
mance or utilize the information to help 
direct the borrower into a government-
sponsored modification program.
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At the beginning of 2011, the industry 
mindset has shifted toward a strong emphasis 
on loan quality.
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The other factor lenders will be paying 
special attention to in 2011 is the qual-
ity of the borrower. Prior to the market’s 
downturn, credit was readily available 
and the continued increase in home price 
appreciation meant that collateral could 
overshadow the underlying capacity is-
sues. The decrease in home values, plus 
other economic factors are driving a need 
for better understanding of the borrower’s 
ability to repay any loan and the scope of 
any liabilities, increasing the scrutiny of 
the review of credit worthiness.  

Lenders will be looking to technol-
ogy platforms that can quickly and ac-
curately review all information available 
—income, credit, debt load and payment 
histories—when underwriting and servic-
ing loans. 

Lenders should look to tools that can 
provide the credit analysis and informa-
tion that enable them to make informed 
decisions on loan applications during all 
phases of the mortgage process. These 
may be imbedded in Loan Origination 
Systems or delivered through connection 
to trusted information partners.  Lenders 
have always realized the importance of 
managing the information available to 
them to more effectively underwrite loan 
applications.

The expanded role of loan quality 
initiatives by major investors, including 
GSEs, will drive additional due diligence, 
requiring lenders to  look for tools that 
help them to obtain data on up-to-the-
minute credit changes after the applica-
tion is submitted, trade line validation and 
other research.

In loan servicing, identification and 
awareness of  the warning signs of a bor-
rower about to go into default is the first 

step in managing the credit risk of exist-
ing loans. Any portfolio risk assessment 
begins with an evaluation of individual 
loans and borrower profiles. Lenders can 
use automated tools to sort through a 
portfolio and assign risk ratings, enabling 
them to focus first on the most at-risk, and 
likely to default, loans.

The primary indicators for possible 
default have not changed drastically over 
the years, but the speed at which these fac-
tors change in today’s market has made 
the task of keeping up with all the loans in 
a portfolio more difficult.  Below are four 
areas servicers should monitor.

Missed/Late Payments: This is the 
most obvious of early indicators, but 
lenders should also keep an eye on other 
revolving debt payments. Changes to pay-
ment patterns among other accounts may 
suggest that borrowers may be trying to 
balance growing debt loads, since many 
borrowers will skip other payments to re-
main current on their mortgages. 

Delinquent Accounts: Miss too many 
payments, and delinquent trade lines be-
come another obvious warning. 

Increase in Utilization of Credit: 
Lenders should also be on the lookout for 
unusual increases in credit utilization. As 
more borrowers are facing financial strug-
gles, an increase in the activity on a credit 
card or a sudden access of secured lines 
of credit may signal upcoming issues with 
the borrower.

Unusual Activity in Other Accounts: 
For lenders who work in multiple-account 
environments, such as banks and credit 
unions, the activity on other accounts is 
another good indicator of a borrower’s 
health. The key to managing these signs 
is the ability to view a complete picture 

of a borrower’s financial status, perhaps 
through a strong CRM platform that links 
all accounts the borrower holds.

Another factor in judging credit-wor-
thiness is the ability to sell to investors. 
Fannie Mae’s Loan Quality Initiative 
(LQI) was launched last year to eliminate 
the delivery of ineligible loans and reduce 
the risk of repurchase. Fannie Mae con-
ducted an extensive analysis to determine 
the primary indicators of repurchase re-
quests and launched the LQI to identify 
and implement policy.  

Lenders will need to adapt technology 
tools that can provide the credit checks 
and quality controls that ensure compli-
ance with Fannie Mae investor guidelines 
as well as other investors. New software 
tools can help Fannie Mae lenders to 
compare existing credit reports to new re-
pository data.

Managing the quality of property val-
uations and borrower credit could be one 
of the most daunting tasks facing lenders 
in 2011. Thankfully, the technology and 
experience is available in the marketplace 
to help support lenders’ need for quality. 
The tools and solutions will enable lend-
ers to be more consistent when applying 
enhanced quality review processes and 
controls. Knowledge is power. ❖
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