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2012 Predictions
Now that 2011 is a distant memory, what should we as an industry expect in 
2012? Here are some ideas:

Why is it that everyone thinks that they know it all? We’ve all been in those conversations with 
a boss or a colleague where you know the person is wrong but you just sit back and listen. Or 
sometimes you don’t and you speak up. Boy was that a mistake. Now you find yourself in a 

never-ending conversation because the know-it-all won’t back down of course. We’ve all been there.
So, in order to save you the time of listening to me go on and on about e-mortgages or e-signing 

or e-closing like I am prone to do, I thought I’d take a different approach. Instead of sharing my 
predictions, I got a bunch of predictions from a variety of industry sources. Here’s some of what they 
had to say about what’s in store for the mortgage industry this year:

First, let’s talk compliance. You know it’s top of mind for every lender. With LO Comp and 
UAD behind us, 2012 brings more compliance challenges. According to Leonard Ryan, president 
at QuestSoft, the top three issues impacting the mortgage industry in 2012 will be: new sweeping 
HMDA regulations to be announced by the CFPB; movement by the GSEs and large lenders to make 
automated compliance a requirement; and the known fact there will continue to be an onslaught of new 
state regulations.

But will this new regulation be a benefit to the mortgage space over time? Scott Stucky, COO of 
document preparation vendor DocuTech, doesn’t think so. “We will see a continuation of reactionary 
government regulation, which will increase costs for mortgage lenders and consumers in a struggling 
housing market,” he said. 

“Already, we know about a change in the GFE/
TIL, a change in the regulatory audit process moving 
from paper files to data audits making systems of 
record of paramount importance, multi-state reviews 
and a renewed focus on Fair Lending practices. Net-
net a significant cost burden on lenders, which will be 
passed on to consumers.”

Speaking of DocuTech, they made headlines toward the end of last year by completing a noted 
acquisition. Specifically, DocuTech Corp. acquired the assets of Lender Support Systems, Inc.’s (LSSI) 
Docs3D mortgage document software from parent company, Emphasys Software.

The expectation all around is that more acquisitions like this one will close this year. Acquisitions 
establish winners and losers, but without true innovation coming from smaller or midtier companies, 
lenders may suffer. “With a number of significant mergers and acquisitions (such as ACI and S1) having 
taken place in 2011, many financial institutions will be seeking new technology providers in 2012 if 
they are unhappy with the service received from the acquiring company,” noted Anthony Genovese, a 
consultant at Compass Plus. “Sizeable mergers can prove challenging to conduct without interruption 
in service and the affected financial institutions may not accept the changes that were forced on them 
resulting in an upswing in conversions for 2012.”

The other huge trend that continues to plague the mortgage space these days is on the servicing 
side. Record defaults and foreclosures will certainly continue this year. Eric Lichtenheld, president 
at Integra, pointed out, “The downfall of the housing market has resulted in a surplus of REO and 
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distressed properties on the market causing the quality of 
housing inventory to significantly decrease. Three years ago, 
three owner-occupant homes sold for every one investor-grade 
home. Now the ratio has deteriorated to a low 1-to-1. The next 
three years will consist of flat population growth, meaning flat 
demand for housing, and as new housing inventory is released 
there will be an improvement in volume but not in quality. 

“Although 2012 means different things for servicers, 
investors and homebuyers, one thing that remains clear is in the 
next couple years there will be a large release of assets into the 
local inventory. If the inventory is released gradually, this should 
result in price stability for owner-occupant sales, but will likely 
cause decline in investor grade assets.”

Estimates about how large the shadow inventory is and how 
long it will take to dispose of vary. What we know for sure is 
that the inventory is huge and it will put a crimp in industry 
recovery for some time. PROGRESS in Lending has learned 
that according to CoreLogic, the current residential shadow 
inventory as of October 2011 remained at 1.6 million units, 
representing a supply of 5 months. This was down from October 
2010, when shadow inventory stood at 1.9 million units, or 
7-months’ supply, but approximately the same level as reported 
in July 2011. Currently, the flow of new seriously delinquent 
loans into the shadow inventory has been offset by the roughly 
equal flow of distressed (short and real estate owned) sales. 
Here’s what else the CoreLogic research revealed:

As noted, as of October 2011, shadow inventory remained 
at 1.6 million units, or 5-months’ supply and represented half 
of the 3 million properties currently seriously delinquent, in 
foreclosure or in REO. Of the 1.6 million properties currently 
in the shadow inventory, 770,000 units are seriously delinquent 
(2.5-months’ supply), 430,000 are in some stage of foreclosure 
(1.4-months’ supply) and 370,000 are already in REO (1.2-
months’ supply).

These developments will surely put pressure on servicers to 
do a lot of loan workouts. Brian Dharte, VP of sales at GCC 
Servicing Systems, added, “As many of the nation’s top servicers 
come under fire and depository institutions reduce the servicing 

they have on their books, lenders will be looking for ways to 
develop in-house platforms. In addition, as lenders and servicers 
alike finally get a grasp on the volume of default properties 
and have processes in place, they will begin looking for new 
technology and ways to further automate their operations.”

So, how do we put all of this data and opinion into perspective 
to come with a true idea about what 2012 will look like. Scott 
Stern, CEO of Lenders One Mortgage Cooperative, sums it up 
when he says, “There will be no substantial industry recovery 
in 2012 but the market will reach more than $1.0 trillion in 
originations. One of the major issues of the year will be the 
shortage of loan buyers (secondary market) in the correspondent 
channel. 

“The elections of 2012 will take the focus off of the housing 
industry in particular and place it more on the economy as a 
whole,” he continues. “This means major initiatives (government 
and private sector) will be on hold until after the election, and 
there will be no major legislative initiatives as the industry 
continues to absorb the Dodd-Frank regulations. Therefore, 
there will be no legislation related to the fate of Fannie Mae or 
Freddie Mac next year either. 

“I see interest rates continuing to be low, between 3.75 and 
4.5 percent through the end of 2012. Refinance activity will 
outpace purchase activity nationwide with some pockets of 
strong purchase activity. There will be some loosening of credit 
guidelines through 2012 but they will still be relatively tight. 
This means there will be a few new mortgage products with the 
non-agency jumbo market leading the way. 

“Home prices will remain depressed with new pockets of 
growth because there will not be a spark to increase values. 
There will be substantial new housing capacity due to more 
foreclosures; people who have been hanging on but cannot make 
it any longer,” concluded Stern.

Unfortunately, I have to agree. We’re in for another tough 
year, but my hope is that this year will also be filled with lenders 
and servicers turning to technology vendors looking for ways to 
use innovative technology as a way to survive a flat market. Let’s 
hope anyway. ❖

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.

There will be no substantial industry recovery in 2012 but the market 
will reach more than $1.0 trillion in originations.
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