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Editor’s NotE

Don’t Relax Yet

All the talk is about the President’s new foreclosure relief program. I have said publically that I will not comment on the plan. 
Instead, I look forward to reporting back to you about the results. Will it work as planned or will it fall flat? We’ll have to wait 
and see.

The program is getting kudos from, among others, David H. Stevens, President and CEO of MBA. He said, “A final agreement 
can play an important role stabilizing and providing certainty and confidence to the housing and mortgage markets. With all the 
rumors and speculation surrounding these negotiations behind us, it is now imperative that policymakers, lenders, servicers and 
other stakeholders work together on policies and initiatives that will allow us to get the housing market on the road to recovery.” 

However, this program should not be portrayed as the be-all and end-all. Many believe that foreclosures were stalled as lend-
ers and servicers waited for this deal to be finalized. Rick Sharga, executive vice president for Carrington Holdings, a real estate 
finance firm, told CNN Money, “The bottom line is that 2012 will see a lot of foreclosures that should have taken place in 2011 
and didn’t.” 

Daren Blomquist, vice president of RealtyTrac, online marketer of foreclosed properties, noted in his conversation with CNN 
Money that he agrees that much of last year’s 34% drop in foreclosures was likely due to the uncertainty involved in the negotia-
tions. He estimates that new filings will climb from 1.9 million in 2011 to between 2.2 million and 2.5 million this year.

“We think what we saw in 2011 was artificially low foreclosure numbers,” he said. He added that banks took longer to file 
foreclosure notices last year, and longer to finish the foreclosure process.

So, now is not the time to relax. The mortgage industry is still dealing with a foreclosure crisis. The answer, regardless of the 
government plan, in my opinion is for servicers to lean more on technology to improve their operations. How do you do that? Look 
around, there are a lot of options out there. Technology vendors are stepping up, now the various end users of that technology need 
to do the same. ❖

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?

More than 10 years ago, the industry was 
abuzz about the growing trend of online 
originations.

Your Voice - BY cathY BlaszYk

Aged Like A Fine Wine 

With the current economic environment and state of the financial industry, consumers are 
increasingly turning to the Internet to explore options for loan products. This trend is 
encouraging lenders to consider more efficient and cost-effective options to attract these 

consumers while educating them about the home buying process, refinancing process and how to 
ultimately obtain appropriate financing. Potential borrowers’ rising use of the Internet for information 
is also leading to an increase in online originations. There are those of you who may say, “It’s about 
time,” however, there are still a few factors lenders and vendors must consider to take full advantage 
of the growing opportunity to originate online. 

Looking Back

More than 10 years ago, the industry was abuzz about the growing trend of online originations. There 
were some industry professionals who balked at the possibility of a complete online originations 
process: could it really be done since it is such a relationship-based process in which people usually 

require high levels of communication, 
documentation and follow-up? Then, there 
was the high number of moving parts 
(information from consumers, the need for 
communication between multiple parties, 
deep-rooted legacy systems, regulatory 
requirements, etc.) throughout the process 

that further clouded lenders’ view of the true benefits and efficiencies that the online channel could 
provide for originations. They were unable to see what many other service providers had embraced 
about online sales: a growing number of people will turn to the Internet to conduct research and will 
take it a step further to purchase if given the chance. Now is the time for lenders to capture these 
curious and interested consumers by providing data that is beneficial to them through the use of 
technology that is easy to navigate.  

TechnoLogy advances

Technology has certainly advanced during the last decade. More lenders have stepped from behind 
their legacy systems, demonstrating their willingness to consider new technology that can improve 
the origination process and enhance the online experience for consumers. This combined with a push 
from consumers for more accurate information and interaction online has created the perfect storm 
for online originations to increase dramatically. 

Despite the fact that mortgage origination is a transaction that is generally a high-touch activity for 
most people, starting and completing the process online will become more of the norm. According to 
an online originations study conducted by the Lieberman Group and sponsored by Mortgagebot.com, 
a mortgage industry technology developer, the Internet is the fastest growing mortgage application 
channel in the industry. The survey included 330 lenders and credit unions that have substantial 
lending operations around the country that believe online, self-service mortgage originations will 
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grow exponentially in the next few years. In fact, by 2013, 
survey participants projected online originations to increase by 
223 percent. This translates into an excellent opportunity for 
lenders to capture borrowers early in their online experience 
and offer the information and functional technology that will 
keep them engaged from the beginning of the process through 
closing.  

ReaL Roi
The Internet continues to provide accessible information that 
enables consumers to learn more about the mortgage process. 
To take advantage of this, financial institutions should continue 
to enhance their online lending operations. In addition to 
offering consumers information that meets their needs, 
financial institutions should provide accurate data to give them 
a realistic perspective of a mortgage and its costs. All of this 
supports the goal of the CFPB:  to empower the consumer 
through education and full disclosure.

Historically, it has been difficult to automate the closing 
portion of the mortgage process, however, technological 
advancements have brought that vision closer to reality. 
Even though the e-Sign Act was passed more than a decade 
ago, adoption to electronic signatures has been slow. One of 
the concerns has been the process of making an electronic 
signature legally binding. Most states have now adopted the 
Uniform Electronic Transaction Act coupled with the e-Sign 
Act making a legal obligation out of an electronic signature. 
Another challenge was the infrastructure in banks to support 
this technology. Banks would have to build their own platform 
or rely on a vendor to support it. Initially e-signing technology 
was cost prohibited, but now with improved technology and 
more market competition, it has become more cost-effective and 

has resulted in wider adoption. The final piece of successfully 
automating the closing process is to gain consumer confidence 
in the use of this type of signing technology on such a high-risk 
obligation as a mortgage. Today’s e-signing technology offers 
security measures to protect the consumer and lender with 
tamper-proof seals. Consumers have become conditioned to 
signing on an electronic signature pad for everyday purchases. 
Cost-effect and robust technologies such as the iPad are 
providing the tools necessary to make electronic closings more 
accessible than ever. Now, borrowers can safely sign and close a 
loan anywhere, anytime. This level of flexibility can drastically 
speed up the process and reduce costs for all involved.

gRowing Up

For the most part, banks have evolved from thinking their 
internal IT departments could manage their online origination 
to closing efforts all on their own. Now banks realize the need 
for higher levels of expertise from service providers to ensure 
their online efforts include the right technology and data 
required to be most effective for today’s savvy consumer. A 
lender’s effective online lead generation efforts will engage 
consumers earlier and technology will carry them to closing in 
a more efficient and cost-effective manner.

The FUTURe

Online origination is like fine wine making: after combining 
all of the necessary elements, optimal soil, good vines and 
appropriate growing conditions (technology, data and the 
willingness to harness them all), it still takes time to grow and 
produce. It seems the lending industry has arrived at the right 
time to pop the cork on online originations and enjoy the fruits 
of its labor, gained during the aging process. ❖

Cathy Blaszyk is VP of lender services for ClosingCorp, an independent real estate data and technology company that develops 
online data services for mortgage lenders, real estate professionals and consumers. Designed to bring transparency to the clos-
ing process, the company empowers consumers and real estate professionals to shop, compare and evaluate real estate services.

Lenders have stepped from behind their legacy systems, demonstrating  
their willingness to consider new technology that can improve  

the origination process.

It seems the lending industry has arrived at the right time to pop the cork 
on online originations and enjoy the fruits of its labor.
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Are You Cutting Corners?

Traditional ‘database of record’ and 
flat-file based data solutions are not able to 
provide a repository to expose and manage all 
aspects of the loan lifecycle. 

RecoveRy Tips - By Dominick maRcheTTi

Improving Production

As mortgage lenders we want it all: technology that addresses the global demand for 
regulatory reform, refines it according to the various and varied regulatory boundaries, and 
tailors it still further to the unique demands of our individual businesses and customers. 

We want the technology to bring together our many disparate internal systems integral to our 
production workflows, without interruption. We want it to be straightforward for our users, and 
great for our bottom line.

Unfortunately most of today’s loan production technology comes in the form of legacy systems 
and legacy strategies. As regulation and data quality expectations have changed, technology has 
tried to keep pace with add-ons and work-arounds, which has negatively affected our cost per 
loan.

Today’s ChoiCes

The path of a typical loan carries it through a customer relationship management system, a point-
of-sale system and a loan origination 
system, in addition to requiring data transfer 
between a litany of third-party services 
including compliance, disclosures, product 
and pricing engines, closing documents, 
credit, flood and so on…

Originators and operations personnel are 
forced to re-key loan information between 
separate systems, resulting in a convoluted 

process where they have to enter borrower information at their desk, print it off, run to the printer to 
pull the hard copy, run back to their desk and re-key much of that same information into a different 
system in order to move the loan through the production pipeline. 

deTails MaTTer

Subsequent touches throughout the process typically require an inordinate amount of time validating 
and revalidating information previously gathered and reviewed. There is not a clear picture of how 
the loan has changed over time except through a tedious process of inspecting a transaction log 
with a magnifying glass.  

And worse of all, when a loan gets to the end of the process at closing, gap screens are used 
to capture additional new or non-integrated loan details, thereby negating the attention to detail 
throughout the file flow. 

The hard realiTy

Despite being thoroughly tested and available, technology solutions that attempt to prevent some 
of these issues such as imaging, electronic document delivery and e-signatures have not been 
universally adopted as they require yet another handoff with yet another a third party solution.
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Compounding the problem of a fractured workflow is 
the importance of maintaining data integrity throughout 
the entire loan origination process in today’s regulatory 
environment. As an example, loan officer compensation 
requirements passed in April 2011, intended to prevent loan 
officers from guiding borrowers into loans that are not in 
their best interest, created the need for extensive reporting of 
historical loan data as an enforced requirement. 

As if that weren’t enough, states, counties and cities 
operate under their own unique laws and requirements, 
making it very difficult for originators operating in multiple 
markets to maintain regulatory compliance. 

If this sounds familiar, it is because this process is routine 
for most lenders. There has to be a better way.

The Way ForWard

While knowledgeable originators are a key factor to ensuring 
loan quality, there is no substitute for a strong business rules 
engine in place with full visibility to all aspects of the loan’s 
data and compliance requirements. By integrating all the 
various stages of the workflow, and the vendors and partners 
necessary to each stage, mortgage lenders can enforce 
quality control, fraud prevention and compliance integrity 
throughout.  

Traditional ‘database of record’ and flat-file based data 
solutions are not able to provide a comprehensive repository 
to expose and manage all aspects of the loan lifecycle. By 
comparison, the universal data model utilizes an advanced, 
extensible database, the ability for disparate vendor systems 
to write directly to that database, and a data audit framework 
to dissect the data quantitatively, qualitatively and historically. 
It eliminates the gaps, silos and redundancies that have 
historically been part of the daily life of a lender’s production 

process, giving you a three dimensional view of your data 
that provides the total transparency that is demanded by the 
new compliance standards.

daTa inTegriTy

Originators must maintain data integrity and transparency 
to produce high quality, compliant loans, while providing 
excellent customer service. With tighter lending standards 
and fewer qualified borrowers in the marketplace, the quality 
of customer experience is more important today than ever 
before. This interaction can be used by savvy lenders to 
broaden and deepen the lender-borrower relationship.  

Therefore, we should take every opportunity to leverage the 
advanced technology available to us. That means integrating 
the various vendor platforms and writing to a single database. 
That means automating the process to improve the experience 
for the borrower. And that means planning for the long term.

Finding suCCess

Ultimately, a successful lender can and should have control 
of every facet of the loan manufacturing process. The process 
should be automated and efficient, where the human element 
is reserved for the highest priorities.

It should be transparent enough to avoid investor push-
backs and compliance issues, and it should be smooth and 
seamless enough to ensure a great experience for both the 
user and the borrower.  

In today’s mortgage industry, technology that integrates 
disparate internal systems, ensures compliance with industry 
regulations and minimizes downtime is critical. It’s all 
possible with the right technology. ❖

Dominick Marchetti is executive vice president of Blueberry Systems, a provider of advanced technology solutions to 
the mortgage and financial services industries. For more information, please visit www.BlueberrySystems.com or call 
888.506.2259.

While knowledgeable originators 
are a key factor to ensuring loan 
quality, there is no substitute for a 
strong business rules engine in 
place with full visibility to all aspects 
of the loan’s data and compliance 
requirements.

Ultimately, a successful lender 
can and should have control 
of every facet of the loan 
manufacturing process. The 
process should be automated 
and efficient.
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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

Judging Risk
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Lenders today are trying to be 
more risk averse. But is it work-
ing? CoreLogic released its fourth 

quarter 2011 multifamily applicant risk 
(MAR) analytics. The fourth quarter 
MAR Index value increased three points 
from the previous two years showing a 
higher renter credit quality through the 
end of 2011. Here’s the scoop:

The MAR Index for fourth quarter 
2011 is based exclusively on applicant 
traffic credit quality scores from the 
CoreLogic SafeRent statistical lease 
screening model and is updated quarterly 
to provide property owners and manag-
ers with a benchmark against which to 
compare their portfolio’s performance. 
With this unique applicant risk index, 
property managers and owners are able 
to compare their applicant credit qual-
ity trends with that of the average MAR 
Index trends. This comparison indicates 
whether their portfolio is performing 
above, below or at market levels with 
respect to attracting and securing appli-
cants with higher credit quality and an 
increased likelihood of fulfilling their 
lease obligations.

When compared to the fourth quarter 
of 2010, the MAR Index increased three 
points in overall national renter credit 

quality, indicating a slightly better appli-
cant pool. When comparing applicants 
for one- versus two-bedroom units, the 
MAR Index is slightly higher for one-
bedroom units at 101, compared with 
100 for two-bedroom units in the fourth 
quarter. The fourth quarter 2011 national 
MAR Index, which includes studios, 
one-, two-, three- and four-bedroom 
units (BR), was 101. This is a three point 
decrease in overall national renter credit 
quality from the third quarter value of 
104, largely reflecting seasonal fluctua-
tion typical of lower applicant traffic pe-
riods of first and fourth quarters. 

Regionally, the South and Midwest 
had the lowest MAR Index with values 
of 97. The Northeast continues to have 
the highest MAR Index with a value of 
110. From a Metropolitan Statistical Area 
(MSA) perspective, the three MSAs with 
the leading decreases in the MAR Index 
were Buffalo-Niagara Falls, N.Y.; Miami-
Fort Lauderdale-Pompano Beach, Fla.; 
and Phoenix-Mesa-Scottsdale, Ariz.; with 
decreases of three, one and one point, re-
spectively. The three MSAs with the lead-
ing increases in the MAR Index were San 
Jose-Sunnyvale-Santa Clara, Calif.; San 
Antonio, Tex.; and Salt Lake City, Utah; 
with increases of five points.

The MAR Index is published quar-
terly by CoreLogic SafeRent. It pro-
vides trends of national and regional 
traffic credit quality scores whereby a 
lower index value indicates an applicant 
pool with a higher risk of not fulfilling 
lease obligations. A MAR Index value 
of 100 indicates that market conditions 
are equal to the national mean for the 
index’s base period of 2004. A MAR 
Index value greater than 100 indicates 
market conditions with reduced average 
risk of default relative to the index’s base 
period mean. A value less than 100 indi-
cates market conditions with increased 
average risk of default relative to the 
index’s base period mean. The MAR In-
dex is derived from the statistical screen-
ing model from CoreLogic SafeRent, 
which is the multifamily industry’s only 
screening model that is both empirically 
derived and statistically validated. The 
statistical screening model was devel-
oped from historical resident lease per-
formance data to specifically evaluate 
the potential risk of a resident’s future 
lease performance. The model generates 
scores for each applicant indicating the 
relative risk of the applicant not fulfill-
ing lease obligations. A lower score in-
dicates a more risky applicant. ❖





Process ImProvement - By tony GarrItano

We Can Do It
Data supports the fact that foreclosures in 2011 dropped as compared to 2010, 
but more work needs to be done.

As we all look back to the mortgage meltdown, we can all acknowledge that a lot of borrow-
ers got loans that probably shouldn’t have. That fact compounded with high unemployment 
means that foreclosures will remain high. Nonetheless, improvement is being made.

CoreLogic released its first national Foreclosure Report which provides monthly data on completed 
foreclosures, foreclosure inventory and 90+ delinquency rates. Completed foreclosures for all of 2011 
totaled 830,000 compared with 1.1 million in 2010. In December 2011 there was a month-over-month 
decrease in completed foreclosures to 55,000 from 57,000 in November 2011. The December 2011 
completed foreclosures figure was also down from one year ago when it stood at 67,000. From the 
start of the financial crisis in September 2008, there have been approximately 3.2 million completed 
foreclosures. Here’s what this means to the mortgage industry:

The new data from CoreLogic also shows that nationally 1.4 million homes, or 3.4 percent of all 
homes with a mortgage, were in the foreclosure inventory as of December 2011. The foreclosure inven-
tory is the stock of homes in the foreclosure process. A property moves into the foreclosure inventory 
when the mortgage servicer places the property into the foreclosure process after serious delinquency 
is reached and remains there until the foreclosure is completed. The foreclosure inventory is measured 
only against homes with an outstanding mortgage, rather than against all homes. Nationwide, roughly 
one-third of homeowners own their homes outright.

Nationally, the number of loans in the foreclosure inventory decreased 8.4 percent in Decem-
ber 2011 compared to December 2010, a decline of 
130,000 properties nationwide. The number of loans in 
the foreclosure inventory decreased by 5.3 percent in 
November 2011 compared to November 2010 as well.

The share of borrowers nationally that were 90 days 
or more delinquent on their mortgage payments, clas-
sified as seriously delinquent, improved to 7.3 percent 
in December 2011 compared to 7.8 percent in Decem-
ber 2010.

According to CoreLogic, servicers nationwide stepped up the rate at which they were able to 
process distressed assets––the distressed clearing ratio––in December 2011. The distressed clearing 
ratio is calculated by dividing the number of REO sales by completed foreclosures. The higher the 
ratio, the faster the REO inventory is clearing. The distressed clearing ratio was 1.03, up from 0.94 
in November 2011.

“The inventory of foreclosed properties has begun to shrink, and the pace at which properties are 
entering foreclosure is slowing. While foreclosure filings are being curtailed by a variety of judicial 
and regulatory constraints, mortgage servicers are completing REO sales faster than they are complet-
ing foreclosures,” said Mark Fleming, chief economist with CoreLogic. “This is the first time in a year 
that REO sales have outpaced completed foreclosures, and part of the reason for the decrease in the 
foreclosure inventory.”

Highlights of the CoreLogic research include:

According to CoreLogic, servicers  
nationwide stepped up the rate at  
which they were able to process  
distressed assets.
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>>> The percent of homeowners na-
tionally who were more than 90 days late 
on their mortgage payment, including 
homes in foreclosure and REO, was 7.3 
percent for December 2011 compared to 
7.8 percent for December 2010, and 7.2 
percent in November 2011.

>>> The five states with the highest 
foreclosure inventory were: Florida (11.9 
percent), New Jersey (6.4 percent), Illinois 
(5.4 percent), Nevada (5.3 percent) and 
New York (4.6 percent).

>>> The five states with the lowest 
foreclosure inventory were: Wyoming (0.7 
percent), Alaska (0.8 percent), North Da-
kota (0.8 percent), Nebraska (1.0 percent) 
and Washington (1.3 percent).

>>> Of the top 100 markets, measured by Core Based Statis-
tical Areas (CBSAs) population, 34 are showing an increase in 
the foreclosure inventory in December 2011 compared to a year 
ago, an improvement from November 2011 when 46 of the top 
CBSAs were showing an increase in the foreclosure inventory 
compared to a year ago. 

At the same time, as we talk about improvement, we all know 
that the government has and will again come into our space 
with programs to avert even more foreclosures. I would assert 
that some foreclosure will and have to happen regardless of the 

government’s good intentions. Instead of 
pushing plans on servicers, the real fore-
closure fix is to empower servicers to work 
with these borrowers in a more meaningful 
way so workouts last and foreclosures that 
are inevitable happen and clear the way for 
faster recovery. 

How do you do this? You look to 
technology. For example, PROGRESS in 
Lending has learned that IndiSoft has re-
leased enhancements to its RxOffice Pre-
mium Counselor Edition. The enhanced 
version of the company’s module gives 
counseling agencies a tool to better man-
age internal business operations including 
various kinds of counseling offered and 

the day-to-day activities at the agency. The module also features 
the ability to electronically post data to the HUD Housing Coun-
selor System. Here’s the scoop:

The surge in the number of homeowners needing counsel-
ing to make informed housing decisions has increased exponen-
tially during the last two years. RxOffice Premium Counselor 
Edition can be used by any HUD-approved agency participating 
in HUD’s Housing Counseling Program. These agencies are re-
quired to use a client management system to track their counsel-
ing activities and any information or data provided. By using the 
RxOffice module, agencies have an automated means of collect-
ing, storing and transmitting HUD required information.

“Timely reporting to HUD in their specific format is an es-
sential part of a counseling agency’s day-to-day process,” said 
Sanjeev Dahiwadkar, CEO of IndiSoft. “RxOffice Premium 
Counselor Edition takes this time-intensive process and gives 
agencies the tool they need to quickly and efficiently manage the 
unprecedented number of consumers who need assistance.”

RxOffice Premium Counselor Edition is a Web-based case 
management tool that is highly scalable and flexible. The mod-
ule features a secured, proprietary messaging system to send to 
and receive messages from other users and can be integrated 
with email software to auto-file inbound/outbound e-mails with 
associated cases.

In my view we need more technology and less one-size-fits-
all government plans to get us back on the road to prosperity. ❖

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.

Instead of pushing 
plans on servicers, 
the real foreclosure fix 

is to empower 
servicers to work 

with these 
borrowers in 

a more 
meaningful way.
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Future trends - By roger gudoBBa

On Intelligence – Part 3
The quest to understand the brain and build intelligent machines is a worthy 
endeavor.

Can We Build Intelligent Machines? Yes, but they may not be what you expect. Although, it 
may seem like the obvious thing to do, Jeff Hawkins doesn’t believe we will build intelligent 
machines that act like humans, or even interact with us in human like ways. There were 

countless science fiction stories about powerful computers that spontaneously became self-aware 
and then turned on their organic masters. The prospect of machines that can think and act on their 
own has worried people for a long time. Robots are a concept born of the industrial revolution and 
refined by fiction, but are going to remain fictional for a very long time. 

There are a couple of reasons for that. First, the human mind is created not only by the neocortex 
but also by the emotional systems of the old brain and by the complexity of the human body. Second, 
given the cost and effort that would be necessary to build and maintain humanoid robots, it is difficult 
to see how they could be practical.

Why Build Intelligent Machines? As information devices, brainlike memory systems are going 
to be among the most useful technologies we have yet developed. But like cars and computers, they 
will only be tools. There are two lines of thought that may be helpful. One is to envision the very 

near-term uses for brainlike memory systems, 
the obvious, but less interesting, things to try 
first. The second approach is to think about the 
long-term trends.

Let’s start by looking at some areas that 
AI tried to tackle but couldn’t solve. So called 
natural language interfaces have been a goal 

for computer scientists for many years. If you tried to use speech recognition 10 years ago to enter 
text on a personal computer, you know how dumb it could be. The recognition error rates were high. 
On a personal digital assistant (PDA) you may have wanted back then to say, “Move my daughter’s 
basketball game to ten on Sunday morning.” This kind of thing would have been impossible with 
traditional AI. Even if the computer could recognize every word, for it to complete the task it might 
need to know where your daughter goes to school, that you probably meant the coming Sunday and 
maybe what a basketball game is because the appointment might only say “Menlo vs. St. Joe.” But 
computers can’t perform these tasks because they don’t understand what is being said. They match 
auditory patterns to word templates by rote, without understanding what the words mean.

Imagine if you learned to recognize the sounds of individual words in a foreign language, but 
not the meaning of the words. You were then asked to transcribe a conversation. You have no 
idea what it is about, but you try to pick out the words in isolation. The words overlap and you 
find it extremely difficult to separate words and recognize them. These obstacles are what speech 
recognition software struggled with back then. Yet humans perform many language-related tasks 
easily because our cortex understands not only words but sentences and the context within which 
they are spoken. We anticipate ideas, phrases and individual words. Our cortical model of the world 
does this automatically.

As Jeff stated back then, “even though it may be many years before we build an intelligent 

The ultimate uses of a new technology are 
often unexpected and more far-reaching 
than our imagination can at first grasp.
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machine that understands language as well as you and I do, we 
will be able, in the near term, to improve on the performance 
of existing speech recognition systems by using cortical-like 
memories. We can expect that cortex like memory systems 
will transform fallible speech recognition into robust speech 
understanding”. The current work done at IBM with Watson, 
the new computer chips and the introduction of Siri by Apple 
is just the beginning of improvement in natural language 
processing.

Our Future

As I close out this series on artificial intelligence and the 
workings of the human brain, I would like to say that there is no 
reason that an intelligent machine should look, act or sense like 
a human. What makes it intelligent 
is that it can understand and interact 
with its world via a hierarchical 
memory model and can think about 
its world in a way analogous to how 
you and I think about our world. 

Jeff fully expects intelligent 
machines to improve life in all sorts 
of ways. Our natural inclination is 
to imagine that a new technology 
will be used to do the same kinds 
of things as a previous technology. 
We imagine using a new tool to 
do something familiar, only faster, 
more efficiently, or more cheaply. The ultimate uses of a new 
technology are often unexpected and more far-reaching than 
our imagination can at first grasp.

thinking MOrtgage

Let’s look at some examples of how different technologies have 
reshaped the mortgage industry in some unexpected ways.

1. Automated underwriting: Everyone thought it was going 
to mechanize underwriting and be the end of physical, human 
underwriters. Instead it has become a powerful tool in the 
arsenal of underwriters to approve vanilla loans more easily so 
they can focus on the more difficult loans. Also, it’s being used 
in an unexpected way today to get troubled borrowers into the 
right loan modification program.

2. SMART Docs: Everyone thought that this was going to be 

the way to automate documents and move the industry closer to 
full e-closings. The unexpected result was that SMART Docs 
still focuses too much on the document itself, but because it 
embraces XML it enables truly proactive vendors like CSi to 
take this concept of “automated” docs even further. How? By 
understanding that what makes a loan sound is the data behind 
it, not the document. So, if you use XML data as your starting 
point you can dynamically create the document necessary for 
that unique transaction.

3. UAD: The GSEs are mandating that the appraisal now 
be delivered as XML data. On the surface this may seem 
like a base approach at efficiency, but this opens up a lot of 
unexpected possibilities that did not exist in a paper world. 
Just think about it: What happens with all this valuation data? 

There are so many ways that the data 
can be used to create more efficient 
AVMs, as a due diligence tool to 
prevent fraud and as quality control 
tool to evaluate the accuracy of future 
appraisals and individual appraisers.

Summary: In Jeff Hawkins’ 
opinion, the true benefit and 
excitement of a new technology 
is in finding uses for it that were 
inconceivable before. He sees 
four attributes where aspects of 
brainlike memory systems will scale 
dramatically beyond our biological 

brains. 1) Intelligent machines will be able to think as much 
as a million times faster than the human brain, 2) Despite the 
impressive memory capacity of a human cortex; intelligent 
machines can be built to surpass it by large margins. 3) 
Intelligent machines containing chips and memory could be 
replicated endlessly and share components of learning. 4) 
Intelligent machines could perceive the world through any 
sense. Sonar, radar and infrared vision are obvious examples. 
But they may only be the beginning.

a Final thOught

There is a saying in the high-tech world that change takes 
longer than you expect in the short term but occurs faster than 
you expect in the long term. Certainly the mortgage industry is 
not an exception to this rule. ❖

Roger Gudobba has over 25 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.

We would be 
foolish to think 

we can predict 
the revolutionary 
applications of 

brainlike memory 
systems.
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Business strategies - By Michael haMMond

Excel Like Apple
Everyone knows how successful Apple is. The fact is that technology 
companies in this space can learn a lesson or two from Apple.

Yes, the mortgage market isn’t easy, especially if you’re a technology vendor. Lenders are still 
going out of business so there are fewer clients for which to compete for. However, there is 
opportunity to be had in this market. 

Let’s take Apple for example. Who wouldn’t like to be Apple? They make great products, consum-
ers love them, competitors fear them and they make a ton of money. In the article “How Apple Disrupts 
Markets and then Goes on to Dominate” by Greg Satell and Tim Kastelle, they note that for all that’s 
been written about Apple, nobody’s been able to emulate them. What’s more, little more than a decade 
ago, they were on the ropes. At one point Michael Dell said he would just shut down and give the 
money back to the investors.

Steve Jobs’ secret wasn’t that he saw what others could not, although he certainly had vision. What 
made Apple special was that he had the discipline to not do what others would. He limited himself to 
developing one new product at a time and focused his energies on building out existing products and 
platforms. That made all the difference.

A good lens for understanding how Jobs innovated 
is the three horizons model. This tool is designed to 
help you manage a portfolio of innovations that will 
have an impact over three different time frames.

When you innovate using the three horizons model, 
the first horizon involves implementing innovations 
that improve your current operations, horizon two in-
novations are those that extend your current competen-

cies into new, related markets, and horizon three innovations are the ones that will change the nature 
of your industry.

In general, H1 innovations tend to be incremental, while H3 are more often radical innovations.
You must have innovation efforts aimed at all three time horizons. If you only look at the exciting 

transformative H3 innovations, you’ll lose business to current competitors who are using incremental 
innovations to improve their operations. Consequently, you might have the best ideas for the future, but 
you’re no longer around to execute them.

On the other hand, if you only focus on H1 incremental innovations that make your current business 
better, you’ll end up being replaced by organizations that are driving disruptive innovations in your 
field. Using the three horizons framework helps balance innovation efforts between incremental and 
radical, which is important.

However, maintaining a balanced portfolio does not mean that you put 1/3 of your effort into each 
horizon. Every new Apple product started the same way. Jobs would see something not so great and 
want to change it. After he returned to Apple and launched the iMac, he looked at digital music players, 
concluded that they “truly sucked” and decided to do something about it. He envisioned 1000 songs 
in your pocket.

There was, however, a rub: the technology did not exist to do it (which is why music players 
were not that great  in the first place). His engineers cobbled together a suitable screen and battery, 

Who wouldn’t like to be Apple? They 
make great products, consumers love 
them, competitors fear them and they 
make a ton of money.
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but couldn’t find a disc drive small enough. A while later, on a 
routine trip to Japan, one of his engineers came across a 1.8 inch 
disc drive that Toshiba had under development.

It was just the thing. Small enough, with a 5GB capacity or 
just enough to fit 1000 songs. Then came the design, the flywheel 
and the interface – all things that played to Apple’s strengths. 
The rest, and the breakaway success of the iPod, is history.

It was a pattern that was to be repeated time and again: 
Look for something that isn’t performing well. Figure out 
what wouldn’t be as bad (i.e. 1,000 songs in your 
pocket) and then work on technical specifica-
tions. Of course, he could have launched the 
iPod sooner with a standard disc drive, but 
then it wouldn’t have been “1,000 songs in 
your pocket.”

As his biographer, Walter Isaacson 
pointed out, Jobs revolutionized 7 in-
dustries: personal computing, animated 
movies, music, tablet computing, digital 
publishing and retail. Yet, no one consid-
ers Apple a conglomerate. In fact, most 
consider it to be a very focused company. 
The reason is that its expansions are into ad-
jacent markets.

What’s an adjacent market? Porter’s 5 Forces 
Framework says it all. What makes Apple such a dangerous 
company is that they are fearless in turning the arrows outward.

They didn’t worry about post PC devices like phones and 
tablets invading their Macintosh environment, they invaded 
those spaces instead. They didn’t worry about music companies 
giving them lousy deals, they built their own environment. They 
didn’t whine about the retail environment their wares were dis-
played in, they revolutionized the space.

It should be mentioned here that Apple isn’t always success-
ful in this regard. Their heavy handedness in demanding 30% of 
subscription revenues from magazine publishers appears to have 

flopped and their iAds program has suffered from high prices 
and poor service. Nevertheless, their hits have greatly outshone 
their misses.

When Jobs returned to Apple, he didn’t look first at how 
he could change the world. That came later. First, he killed 
most of the products they were producing so that he could 
focus on improving operations. He innovated not with break-
through new products, but focused on the core desktop mar-

ket that had fallen flat.
One thing that often gets overlooked is Apple’s 
incredible track record in operations since Steve 

Jobs’ return. They not only dream up the next 
big thing and come up with breakthrough 
products in adjacent markets, they are also 
a low cost producer. That’s an incredible 
combination.

And it didn’t just happen, but is an in-
dication of how much focus they put on 
operations. That focus pays off not only in 
lower prices and higher margins, but also 

in their ability to improve their products 
significantly with each generation.

Those improved products increase scale, 
which improves their negotiation leverage with 

suppliers, which leaves room to add more features at 
lower cost and on it goes.

So, if the three horizons model is pretty simple, that begs 
an even simpler question: Why doesn’t everybody do it? The 
answer is discipline.

How many technology companies do you know in the mort-
gage space that try to do too much and as a result dilute their 
core offering? Similarly, there are also companies in our space 
that focus too much on the innovation side and produce revolu-
tionary products that the market just isn’t ready for.

So, use these principles to go out there and become the Apple 
of the mortgage space. ❖

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.

There are also companies in our space that focus too much on the  
innovation side and produce revolutionary products that  

the market just isn’t ready for.
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t he most prominent news headline recently was the announcement 
of the bankruptcy filing of the Eastman Kodak Corporation. 
Kodak was once one of the largest commercial enterprises in 

the world employing over 148,000 people. They reached this lofty 
statusby mass-marketing color film, cameras and printers for 

use by people around the world. Remember when a very 
special picture-taking momentoccurred? It was referred 

to as “a Kodak opportunity”. Kodak was a giant in the 
industry. There were even songs written about it; 

remember Paul Simon’s “Kodachrome”? So what 
went wrong? What did management do or fail 

to do that would cause it to collapse into its 
current state of less than 20,000 employees 

and teetering on the on the verge of 
disappearing? 

While there are a myriad of 
issues, both big and small, the 

bottom line is that they refused 
to change. Today everything 

is digital. When was the 
last time you actually 

used a camera that 
required you to 

buy film, take 

By Barbara Perino and Rebecca Walzak

Beware not to go the way of Kodak. The idea is: Change with the 
times or be left behind forever.
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the pictures and then get them developed. 
Remember how many rolls of film you 
would buy knowing that many of the 
pictures you thought would be priceless 
would turn out to have your thumb in the 
middle. Today that same picture can be 
viewed, deleted, taken again and viewed 
again within a matter of minutes. The 
advances made in picture-taking have to-
tally changed the market. Did Kodak not 
see this coming?

Surprisingly it was Kodak themselves 
that first came out with a digital film in 
1975 but it wasn’t until 2004 that they be-
gan to create an internal digital program. 
Why would a company or an industry for 
that matter, design and develop new tech-
nology and yet not remake themselves to 
support it? This same question has been 
asked before and the answers always seem 
to come back to the same thing; a lead-
ership mindset that refuses to change; a 
lack of strategic insight into what changes 
were coming and what they would mean 
to the company. 

Edwards Deming, the developer of sta-

tistical process control and the leader of the 
quality movement commented on this phe-
nomena when he stated that we must rec-
ognize that change is not required because 
survival is not mandatory. In other words, 
if you want to survive, you have to change. 
For a business it means recognizing what is 
going on within its customer base, become 
familiar with the technological, human and 
financial changes that are taking place, the 
external environment in which you are op-
erating and position your organization to 
be involved in what’s to come. 

Once these thoughts are organized a 
company’s leaders must look at the strate-
gic vision of the organization and how it 
fits into what the future brings. What will 
be the need for that resource in the future 
and if necessary what do you need to do 

today to reposition your organization so 
that its products and services will meet 
the needs of the future. Failing to see how 
identified emerging issues will impact what 
you do can have significant consequences. 
An example of this is the tale of two rail-
road companies at the turn of the 20th cen-
tury. When faced with the development 
of the automobile and the opportunities it 
provided, one of these companies decided 
that to address this threat they would focus 
on their core competencies’ which resided 
in the railroad business.The decision was 
made to focus more strongly on providing 
the best possible railway transportation for 
products and people. The other determined 
that their competencies were actually in the 
transportation business and they strategi-
cally explored ideas and technologies that 
would allow for all types of transportation. 
It is not hard to guess which one survived 
and which one went the way of Kodak.    

So what does this mean for the mort-
gage industry? Surely this does not apply 
to us! After all, we have added technology 
platforms to everything we do, advanced 

the way mortgage financing is bought and 
sold, streamlined the servicing process 
and developed automated systems for 
evaluating borrower’s credit risk. And as 
soon as the new regulations are finalized 
we will be ready to provide mortgage fi-
nancing to a new generation of homebuy-
ers, offer them more information than 
ever about how the process works and as-
sure them that the mortgage product they 
have selected is the best for them and their 
financial well-being. But is this truly the 
reality we face? 

In previous articles we have discussed 
the generations that will follow the baby 
boomers and how they see their roles, 
responsibilities and lifestyles changing. 
Will they be as excited or eager to buy a 
home now that they have experienced the 

down-side of such an investment? If not, 
what type of housing will they be looking 
for? Are they going to be renters and does 
that mean more investment properties or 
multifamily housing? And who will fi-
nance these properties. After all, we have 
been told that speculative housing was 
one of the main contributors to the hous-
ing collapse.

Will the traditional family unit be 
changed with more individuals contribut-
ing to the income? How will the indus-
try deal with that when we are stuck in a 
traditional expectation of whom and how 
people will make mortgage payments. 
And what about income?  Will the types 
or patterns of income change? Will it be-
come unrealistic to expect monthly pay-
ments of mortgage debt as more people 
become independent contractors or “con-
tract employees” that are paid in larger 
amounts on a sporadic basis?  

If this is the case, what does it mean 
to the mortgage products that we have 
today? Will we have to change those as 
well? There have already been discussions 
about changes to the traditional mortgage 
that will include a standard prescription 
for addressing the need to support repay-
ment through modifying payments as a 
borrower’s financial condition changes. 
And how will that change the way bor-
rowers’ are qualified?

Speaking of qualifying, what will be 
the process for obtaining a mortgage in 
the future? We are all aware of that the 
next generation and each succeeding gen-
eration will become more technologically 
oriented; expecting that every issue that 
confronts them can and will be addressed 
through an electronic tool. And do it in 
just a few minutes. What do you think 
they would say to a lender who tells them 
that a loan officer will meet with them to 
collect their information and begin the 
loan approval process? These individuals 
are much more likely to expect to simply 
enter several pieces of information into 
their iPads and be able to get an answer 
by return email. Or they will upload the 
completed application to a cloud like 
Dropbox. The industry has been trying 
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While there are a myriad of issues, both big 
and small, the bottom line is that they refused to 
change. Today everything is digital.
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to find a way to make that happen since 
the 1980s with no success. So what has 
to change to make it a reality and what 
company will make it happen? Will it be 
a traditional lender or will it be a compa-
ny from a totally different industry with a 
better vision of the future and a stronger 
strategy for achieving that vision? 

Servicing is also another area that is 
ripe for major changes; if we have servic-
ing organizations at all. With all records 
maintained electronically and automatic 
transfer of funds, will we even need to 
have an organization that is made of man-
ual processes? But what about all those 
problems that require a service represen-
tative contact the borrower to resolve the 
issue or the calls from borrowers seeking 
information? Those as well can be han-
dled electronically today. Imagine a pro-

gram that alerts a borrower to a change in 
interest rates that would lower a monthly 
mortgage payment and asks if they want 
to proceed. If the borrower responds yes, 
the necessary documents are presented on 
the screen and the borrower signs elec-
tronically thereby refinancing the loan in 

a matter of minutes. Can’t be done? Well 
a version of it already has been. Unfortu-
nately because it prevented loan officers 
from making commissions on all the refi-
nances, they threatened to leave the orga-
nization that had implemented it, forcing 

them to choose between the technology 
and the loan officers. Will decisions like 
that be common in the future or will we 
have leaders who understand the opportu-
nities and take on these changes?

But let’s go even further; to the de-
velopment of a totally different approach 

to financing home purchases. The USA 
Today, in its recent coverage of the Con-
sumer’s Electronic Show in Las Vegas, 
highlighted the fact that “smart electron-
ics” were predominate in all areas of the 
consumer electronics industry. If con-
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sumers are able to have washers, dryers, 
cameras and fitness devices to help them 
achieve goals and do the work for them, 
what will they expect from mortgage 
lenders? Will there be a “finance app” 
that actually tells individuals, based on 
their income, how much of their money 
to save and how much to spend to reach 
their financial goals. These spending 
parameters would include housing and 
most likely be structured to incorporate 
housing payments based not just on the 
ability to repay, but on the ability to ob-
tain tax advantages and overall life time 
financial objectives. One new lender, 
GreenBar America, is already focusing 
on this type of business. How will the 
rest of the industry respond? Or imagine 
collecting information on a borrower and 
evaluating them for a mortgage only to 
have them argue the amount and/or pay-
ment based on what their “smart” tech-
nology is telling them. How meaningful 
would our traditional credit policies be 
then? How effective would we be in pro-
viding the appropriate consumer protec-
tions that new regulations are focused 
on? Lenders need to be prepared for 
this eventuality. They need to be think-
ing strategically about how to survive in 
such an environment and have a compre-
hensive strategic planning process.   

A strategic planning process is not just 
one person putting together sales goals for 
the next quarter or even the next year. It is 
not about developing a budget or forecast. 
It is about taking the time to envision the 
future and determining what role or roles 
your organization will have in that vi-
sion. This is something that needs to be 
done collectively with the entire execu-
tive management team. The management 
team must come together to discuss ideas, 
options and make decisions. The process 
involvescumulative thinking, the abil-
ity to determine multiple strategies and 
the plans for implementing each specific 
strategy. As Jack Welsh, former CEO of 
GE has often stated. “Change before you 
have to.” But the ability to bring individu-
al ideas, concerns and objectives together 
to produce these cumulative thoughts re-

quires the use of an external resource. Ex-
ecutives typically hesitate to hire a “con-
sultant” to facilitate such a sessionunder 
the guise of “we don’t need that”. But the 
reality is you do. Being emerged in the 
day to day operations of any organization 
results in a short-sightedness; in other 
words you have to focus on the short term 
in order to do your job. The switch to cre-
ating a long-distance vision is impossible 
without someone there to pull you away 
from the issues and ideas that await you 
in the office. So if you care about your 
organization, want it to be a leader in the 
industry or have a legacy for your grand-
children, you need to start the strategy de-
velopment process and bring in external 
support to make it happen. The value of 
an impartial third party includes helping 
you look at all ideas, some of which you 
may not have thought about. It also gives 
you some fresh perspectives to consider, 
even “out of the box” thinking.

Once you have these multiple strate-
gic approaches developed, the leadership 
team should be charged with identifying 
potential implementation plans and pos-
sible threats or fears to this implementa-
tion. They need to evaluate what people, 
processes and technology will be required 
and determine if what is in place today is 
sufficient and if not, develop a plan for 

getting where you need to be.  
It is also important that you keep 

abreast of other new programs; what is 
happening in the regulatory environment, 
the technology advances and just what is 
going on in the world in general. Even 
though you may have a regular stream of 
information about the mortgage lending 
industry, other industries or other people 
may make an insignificant improvement 
or change that can spiral into unforeseen 
opportunities that had never been con-
sidered before.

Francis Bacon once said “He that will 
not apply new remedies must expect new 
evils.” And whether you think of innova-
tions and change as evils, the reality is that 
they are coming toward us at a rapid pace. 
So the question you must ask yourself 
is: “What is my plan as change occurs?” 
What strategy have I developed for incor-
porating these new ideas into my organiza-
tion? If you don’t have any, or you haven’t 
even thought about it yet, are you really 
the leader the company needs? After all, a 
leader is not someone who follows others. 
He or she is the person in front pointing 
the company in a new direction. If you are 
the leader the company needs, you must 
take action sooner rather than later or you 
will find those following you yelling for 
you to get out of the way. ❖
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M any fondly recall their kindergarten years. The teachers had a 
supernatural power to transform children into students while 
also starting the learning process of basic life skills. 

Interestingly, many of these kindergarten lessons are just as 
important for financial services executives today.

A best-selling book on this subject is Robert 
Fulghum’s “All I Really Need to Know I Learned 
in Kindergarten.” This collection of essays 
explores common lessons typically learned 
in kindergarten classrooms and applies 
them to adults. These topics carry powerful 

By Brian King

Interestingly, many of these kindergarten lessons are just 
as important for financial services executives today.

Kindergarten
Think Back to 



implications for executives.
This paper will highlight some key 

principles shared by Fulghum, as well 
as additional thoughts captured through 
interviews with kindergarten teachers. 
These areas will be explored to determine 
how they can prove beneficial for finan-
cial services executives.  

Hopefully you will rediscover the op-
timism, boundless energy, and determina-
tion of a kindergarten student as you re-
view these parallels.  

A difficult task for the kindergarten 
teacher is training the children when to 
talk and when to listen. Everyone wants 
to be heard and it appears each student has 
something important to share, but there 
must be order and discipline. The teacher 
instructs the students on classroom order 
and this begins with listening skills.  

Some executives have an opinion 
about every single topic and feel it ab-
solutely must be shared. As a result, 
meetings sometimes become more of an 
impromptu speech than a dialogue. Re-
member you have two ears, but only one 

mouth. Given this basic biological fact, it 
would seem we all need to listen at least 
twice as much as we talk.  

Various studies have confirmed most 
people are ineffective listeners. After lis-
tening to a 10-minute oral presentation, 
“the average listener has heard, under-
stood and retained 50 percent of what 
was said. Within 48 hours, that drops off 
another 50 percent to a final level of 25 
percent efficiency.”

Multi-tasking and constant distrac-
tions draw our attention away. During 
meetings, focus on the speaker and re-
main attentive to the conversation. Three 
best practices for listening include:

<<< Anticipate the speaker’s next 
point.

<<< Identify the supporting elements 

a speaker uses in building points.
<<< Make mental summaries as you 

listen.
During conference calls, the mute but-

ton does not provide an automatic permis-
sion to tune-out of the conversation. Many 
times when a question is asked of some-
one calling in remotely, they immediately 
ask you to repeat the question.  

Sometimes this is due to technical dif-
ficulties such as rustling papers or muf-
fled speakers.  However, other times the 
employee simply tuned-out and needs 
help re-engaging in the meeting. If you 
simply do not have the time to dedicate 
to a particular meeting consider sending 
a designee.

One bank executive posted to his Fa-
cebook page, “I’m sitting in a corporate 
training seminar and falling asleep. Any 
ideas on how to pass the time?” The sug-
gestions received were humorous, but the 
problem is real. How can employees stay 
engaged?  

While focusing on a monotone voice 
immediately after lunch in a warm room 

can be challenging, my recommendation 
to this executive is to listen! Listen for 
new information and validate the infor-
mation you’ve already learned.  

Another best practice is listening with 
a critical ear to identify any discrepancies 
or areas for further clarification. You can 
follow-up after the training or meeting to 
confirm your understanding. Remember, 
the more you listen, the more you learn. 
And the more you learn, the more valu-
able you are to the organization!

“Mine” is a frequent word used by 
toddlers. They believe possession is 99% 
of the law and whoever has the most toys 
wins. Unfortunately, some adults still 
have this impression. Building profes-
sional or personal empires is not neces-
sary. After all, a famous carpenter once 

stated “the last shall be first and the first 
shall be last.”

Many executives create their own do-
mains or fiefdoms where they control ac-
cess to information, products, or technol-
ogy. This control gives them power, and 
power gives them security. However, it is 
generally more beneficial for the compa-
ny and the employees to share.

How can others in the organization 
benefit from the assets within your divi-
sion or department? How do decisions 
you make impact the overall greater good 
of the corporation? Sharing resources can 
be mutually beneficial and helps to build a 
cooperative team spirit with others.  

For those who are out of the practice of 
sharing resources, there is another sharing 
skill often all too familiar – sharing the 
blame. Too many times employees want to 
point a finger, misrepresent information, 
or pull other employees needlessly into a 
problem. Since appropriate accountability 
is important, develop effective processes 
and controls to create clear lines of com-
munication and responsibility. 

One charity organization considered 
adding a Chief Responsibility Officer, or 
CRO, with the sole duty of holding every-
one accountable. Often there is waste, ap-
athy, or inefficiencies in organizations as 
well as in individual performance. Focus 
on who can serve as your personal and 
corporate CRO to help you achieve your 
goals and objectives.

The original movie “Wall Street” 
shows corporate banker Gordon Gekko 
(played by Michael Douglas) slyly shar-
ing “greed, for lack of a better word, is 
good.” Some today still believe in a “suc-
cess by any means necessary” strategy. 
Besides the desire to have a clear con-
scious, playing fair with others can have 
profound effects.

A recent study by The Ethics Resource 
Center (ERC) showed 49 percent of U.S. 
employees had witnessed misconduct 
on the job. Former Rep. Michael Oxley, 
co-sponsor of the Sarbanes-Oxley Act 
of 2002 and chairman of the ERC board 
of directors, said: “business ethics is one 
of the pillars of a strong economy and in 
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A recent study by The Ethics Resource Center 
(ERC) showed 49 percent of U.S. employees had 
witnessed misconduct.
“ “
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today’s environment, it is more important 
than ever that our nation’s business lead-
ers set and meet the highest standards of 
ethical conduct.”

But playing fair is much more than 
just being ethical. When we play fair, de-
cisions are made on fact and not emotion.  
Communication is solid, consistent, and 
transparent. Teamwork is valued and re-
warded. A favorite acronym for team is 
Together Everyone Achieves More.  

One turnaround story is from a finan-
cial analyst who was a super smart guy, 
but saw each situation from strictly a pes-
simistic point of view. He almost seemed 
to take pleasure in squashing any new ini-
tiative or product suggested by others.

This analyst had the opportunity to 
work on a particular project where a 
mentor helped him carefully evaluate all 

the various components. The result was 
a modification directly impacting over-
all line of credit product utilization and 
profitability. With some education and 
computations this analyst presented the 
tremendous potential of a conservative 
approach that helped customers and gen-

erated an enormous revenue windfall for 
the firm.  

By playing fair and taking the time to 
review all the information this financial 
analyst learned a new approach, gained 
additional respect from executive man-

agement, and helped drive significant in-
cremental revenue for the bank.

Almost every kindergarten student is 
an aspiring artist, architect, or superhero. 
Painting, coloring, drawing, building, and 
using your imagination are all fun. But 
somewhere between childhood and our 

adult lives we are made to believe we can 
no longer have fun. That is simply not 
true. Even in the highly-regulated finan-
cial services industry environment, cre-
ativity can be valued and embraced.

A favorite tool for fostering innovative 
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Multi-tasking and constant distractions draw 
our attention away. During meetings, focus on the 
speaker and remain attentive to the conversation.
“ “
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thinking is the “Creative Whack Pack.” 
Created by Roger von Oech, this set of 
sixty plus cards provides short stimulat-
ing activities to promote creativity. This 
tool provides techniques to help alter 
thought processes and unleash your inher-
ent creativity. When you are feeling low 
or simply average, consider how decision-
making, idea creation, and information 
processing could be improved by encour-
aging your own personal creativity.

Employees need encouragement and 
freedom to do their jobs. Overly demand-
ing or micromanaging bosses will quickly 
stifle creativity. In almost any position, 
some level of creativity can be extremely 
important. Companies benefit from em-
ployees who can creatively solve prob-
lems, find solutions to complex issues, 
and develop better processes.  

Focus on rewarding employees for 
initiatives that decrease expense, increase 
capacity, or increase revenue. This will 
prove beneficial to the company’s bottom 
line. Consider ways your firm can en-
courage creativity and problem-solving. 
As Walt Disney once stated, “If you can 
dream it, you can do it.”  

There is an old saying you can receive 
more with a pinch of sugar than a pinch of 
salt.  Sharing ideas and making requests 
using kind words help produce a posi-
tive outcome. Frequent use of the words 
“please” and “thank you” go beyond com-
mon courtesies and demonstrate respect 
for the co-dependent relationship we de-
velop and our appreciation for others who 
help us get our jobs done.

In my early financial services career, 
a manager noticed every e-mail sent had 
“Thanks.” It was a simple gesture of grati-
tude taking just a few extra seconds and 
shifted my e-mails from demands to re-
quests, from commentary to constructive 
feedback. By taking the time to say thanks 
or thank you, people are more willing to 
help you, and we all need help! With to-
day’s sophisticated e-mail systems such 
as Outlook, Blackberries, Androids, and 
iPhones nearly everyone has the option 
for automated signatures which makes 
saying thank you every time even easier.

It is also important to use kind words 
in phone communications, video-confer-
ences, as well as during in-person meet-
ings. If you have perhaps gotten out of 
the habit, consider this an opportunity to 
recommit yourself to saying kind words. 
You will be amazed at how this one tweak 
can make your life and your job assign-
ments easier. 

Respect in kindergarten includes re-
specting the teacher, respecting authority, 
and respecting your classmates. Some-
times respect is earned, sometimes de-
manded, and sometimes ignored. 

The word respect, immediately 
prompts the thought of Aretha Franklin 
belting out her signature tune “R-E-S-
P-E-C-T, find out what it means to me.” 
What is respect, and why is it so impor-

tant? After all - this key word has its 
own song!

The word respect is defined as “a 
feeling of deep admiration for someone 
or something elicited by their abilities, 
qualities, or achievements.” How do we 
respect one another in the work environ-
ment? How can mutual respect prove 
beneficial to producing positive working 
relationships?  

In the business world, respect means a 
deep consideration for others. This can be 
put in action by starting and ending meet-
ings on time, promptly responding to e-
mails and voicemails, meeting deadlines, 
and communicating in advance when 
target dates are at risk. Respect includes 
the golden rule of doing to others as you 
would have them do unto you and looking 
for ways to help your coworkers. Respect 
can also mean putting the other person or 
their interest first.

There is a story by O. Henry about a 
young married couple and how they deal 
with the challenge of buying gifts for each 
other although neither had any money. 

The story deals with a moral lesson of 
gift-giving, but also with respect. Jim and 
Della each have one prized possession: 
Jim’s inherited gold watch and Della’s 
beautiful long hair.  

Just before the holiday season, with-
out any available funds, Della sells her 
hair to purchase a chain for Jim’s watch. 
Meanwhile Jim has no cash and sells his 
watch to purchase an expensive comb 
for Della’s hair. As they exchange their 
gifts, it becomes apparent they both now 
have gifts they cannot use. However, they 
gained something much more powerful. 
Both realize just how far they are each 
willing to go to show their love and re-
spect for one another.

While we are typically not married to 
our coworkers, this illustration does pro-

vide a valuable lesson. Can you relate to 
this story in your workplace? Is there an 
environment of mutual respect and admi-
ration? If not, you may want to reconsider 
your position. It is all about respect.  

Everybody helps clean up in the kin-
dergarten classroom. Crayons are put 
away, papers are stacked neatly, chairs are 
arranged, and everyone participates with 
the clean-up.  

Collaboration for clean-up is equally 
important in the business place. While it 
is certainly important to keep our confer-
ence rooms and employee break rooms 
clean, another important consideration is 
cooperation in day-to-day business op-
erations and project management. Who 
is monitoring the follow-up list from key 
leadership meetings and tracking vari-
ous action items? Does everyone on the 
project team understand the ramp-up and 
ramp-down requirements? What are the 
considerations for ongoing sustainability 
for change management initiatives? How 
are products and services delivered?

Many corporations use collaboration 

Another best practice is listening with a critical 
ear to identify any discrepancies or areas for further 
clarification.
“ “
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websites and networks to share infor-
mation. Who is managing and organiz-
ing the content on these sites? Is there 
an end-to-end communication plan? Is 
someone representing the voice of the 
customer?  

Please remember nobody likes to 
clean-up someone else’s mess. Work to-
gether as a team to clean up and also clean 
up after yourself. You will earn respect 
and appreciation from your teammates.

Often executives share with me the 
significant drain their positions put on 
them. It can impact physical and men-
tal health in profound ways. Recently a 
bank executive shared she never takes 
a lunch. She walks to the restroom and 
picks up her lunch from the break room 
refrigerator. Day after day there is no rest 
for the weary.

Key Organization Systems provides 
an interesting compilation of statistics re-

garding time management:
<<< “62% of at-work email users 

check work email over the weekend, 
and 19% check it five or more times in a 
weekend. More than 50% said they check 
it on vacation…”

<<< “Only 38% of U.S. employees are 
taking all of their earned vacation days.”

<<< “Senior executives polled said 
the average length of a lunch break was 
35 minutes. They worked through lunch 
an average of three times per week.”

Think back to kindergarten. When 

recess was announced, how many kids 
mentioned they couldn’t meet you on the 
playground because they had to complete 
a Six Sigma review of their latest crayon 
drawing? Or which kindergarten student 
stopped swinging or sliding down the 
slide to check their Blackberry for the lat-
est financial numbers. Play is play.

As you consider these lessons from 
kindergarten, perhaps you have identi-
fied some ideas you would like to ex-
plore further or initiatives you would like 
to implement. ❖

41      Tomorrow’s Mortgage Executive           

Brian King is President at Wisemar, Inc.  Prior to joining Wisemar, King 
was Senior Vice President at BenchMark Consulting International.  King’s 
previous roles also include senior executive roles for two national vendors, 
senior vice president at Wells Fargo Bank, and product development, 
marketing, and strategic planning roles within Bank of America.

A b o u t  th e  A u t h o r





Angelo Mozillo is a lightening rod for opinions in our industry, 
but he undeniably was a great entrepreneur who won the Horatio 
Alger award for his rags to riches story. He saw early on that the 

way to beat the banks was to approach the business of lending from another 
angle. So Angelo built out a homegrown technology platform that embraced 
State Bond and Ginnie Mae lending when banks wanted nothing to do with 
the paper intensive products. That system allowed him to adapt his flow of 
operations and drive down his cost to produce and increase his capacity. 
When the refinance boom of 1993 hit, Angelo was ready to increase market 
share at low cost due to his technological advantage.

Angelo would emphasize the point that “Countrywide was a technology 
company that happened to sell mortgages”. In his view mortgages were 
commodities but Countrywide’s use of organically grown technology would 
be the differentiator amongst other lenders. The burden of growing your 
own systems is that you have to start with the right assumptions and the 
right beliefs. In Countrywide’s case the systems were 100% sales driven 
without a balance for determining what was right for the borrower or what 
was compliant or fraudulent. We know how that story ended. 

By Brian Koss

From one lender to another, technology can help you 
get the best and brightest people. 

Technology 

Best Talent
Attracts The 



But Angelo’s legacy lives on in DU/
LP as the offspring of his automated 
underwriting CLUES system. 

Technology may be the primary 
differentiator in our business today. How 
a company approaches technology says 
so much about their leadership and their 
culture. Those firms who seem to run to 
the shelf and buy whatever is shiny and 
new because their current vendor isn’t 
“working”, have shown a general lack 
of respect and understanding for the 
power and the vital role in technology. A 
company has to know who they want to 
service, be clear in their priorities, know 
what their best practices are, and who 
they most want to leverage. 

How have I learned from these 
successes and failures? Well, we at 
Mortgage Network look to set clear 
guidelines and expectations for our staff 
first and foremost. And our staff gets 
our mission. Throughout this article I’ll 
be sharing the insights of our executives 
about our operation and what makes it 
successful. So, let’s get started. 

In talking about our company, Robert 
Frey, based out of York, PA, said, “I 
originate with confidence because of 
Mortgage Network’s staff, processes, 
systems and management. As an originator, 
borrowers and referral partners expect me 
to deliver on the promises I make when 
I issue a pre-approval. They expect loans 
to be approved and settle timely, without 
exception. I am delivering on my promises 
due to the efforts of Mortgage Network 
Processors, Underwriters and Closers 
combined with the systems and processes 
created and administered by Mortgage 
Network Management.”

At Mortgage Network, it has been 
clear from the beginning the key role that 
technology would play in the company’s 
future. Since starting as a small firm in 
1988 MNI has looked for vendor partners 
who are the best at what they do for 
the specific needs that we want. As our 
partnerships grew, we looked to see if 
our partners grew with us or whether we 
could and needed to develop technology 
that would keep up with us as opposed 

to molding our business around someone 
else’s technology. 

In the end, we know who we want to 
be and truly where our skills lie. We don’t 
try and be everything, but in order to be a 
full mortgage banker with a growing list 
of investors offering a complete product 
menu from government to super jumbo 
to bond to portfolio, we have to be well 
versed and balanced in our abilities.

Our technology has been created by 
having an IT team integrated amongst the 
people they support, understanding what 
they want to be able to do their job better 
but still have the power to interpret that 
feedback into creating creative solutions. 
By custom designing from input coming 
from the field versus being a top down 
solution provided by an out-of-touch 
corporate brand or one-size-fits-all off-
the-shelf system, our organic technology 
simply works. It works the first time, with 
little training. Adjustments from feedback 
come quick and wish lists are weekend to-
do lists instead of distant lifetime goals.  

We’ve all heard about various horror 
stories associated with technology. I’m 
here to tell you that it doesn’t have to 
be that way. In fact, if you’re doing it 
right, technology can be a selling point to 
attracting great executives.

Larry Knopf, based out of our 
Newtown Square, PA location pointed 
out, “The reason that I came on board with 
Mortgage Network was delivery. While 
pricing is important, delivery is key. The 
people I have met in processing, closing, 
marketing and other support positions 
have all been extremely responsive and 
more than willing to help me grow my 
business. At the end of the day, the ability 
to close, on time, as promised, is what 
leads to future success.”

Hope Morgan, based out of our 
Salisbury, MD location, added, “Coming 
to a new company, learning new processing 
systems could have been overwhelming. 
The learning curve was minimal and the 
entire staff of Mortgage Network was 
100% supportive. Our processing system 
is light years ahead of the competition.”

At MNI we like to say we bring 
“National Power, with Local Control”. 
This attitude carries through to our 
technology. We have the strength of a 
strong platform that can allow delivery to 
any GSE or money center bank with the 
adaptability to allow state bond and local 
portfolio bank and credit union product. 
As state laws and regs change, nuances 
of fees and forms are implemented, we 
can enlist the IT team to listen and adapt 
instead of waiting for the 7.8 release. In 
legacy systems people are forced to work 
with multiple checklists and workarounds 
as they cover for an outdated system that 
didn’t fit in the first place.

By having ONE system for ops, sales, 
secondary, servicing, etc we eliminate 
many of the data issues that the mutli-
system lenders struggle with. Our 
operations and sales teams have an easier 
time doing their jobs because they see a 
system that is built to help them be more 
productive, as well as a support team that 
listens and works with them. When new 
people from other lenders, especially the 
wealthier, national entities, join us and tell 
our long term team how fortunate they are 
to work with our systems it sends a loud 
and clear reassuring message.

The old saying goes: Beauty is in the 
eye of the beholder. Well, coupling great 
technology with great people is beautiful 
to me. That’s the real winning strategy 
that we strive to implement. ❖
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If we are honest, in many cases, the technology landscape in the financial services 
industry includes redundant, inefficient and incompatible systems that are increasingly 
costly to maintain. This is very much the case when it comes to servicing operations 

and they need new technology the most these days. 
Although the servicing system that many have in place 
now might work, the productivity improvements, potential 
FTE redeployments and ability to support a more diverse loan portfolio resulting from 
consolidating loans can dramatically offset the cost of converting to a newer technology. 
Joe Dombrowski, a 25-year servicing veteran now Chief Mortgage Strategist at Fiserv, 
breaks down the best options for servicers looking to modernize and be more efficient.

Executive Interview
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Servicing
Joe Dombrowski of Fiserv talks frankly about what servicers need to 

do today in order to really excel under difficult conditions.

The State of
Servicing



Q: What impact will HARP 2.0 have on the 
industry?

JOE DOMBROWSKI: I am optimistic that 
the HARP 2.0 program will not suffer 
from some of the same issues that the 
original HARP program, introduced in 
2009, experienced. The original program 
was intended to give certain underwater 
borrowers, who were not delinquent, a 
way to alleviate some of their burden. Too 
few borrowers ended up being helped by 
that program. 

By contrast, HARP 2.0 removes 
the original loan to value ration cap of 
125%, allows for some prior delinquent 
payments, reduces some refinancing fees 
and extends the program eligibility date. 
Some say that HARP 2.0 has the potential 
to involve nearly three million refinances.

That amount of refinancing is 
encouraging news, yet would have a mixed 
effect on the industry. While it won’t 
bring back origination levels appreciably, 
it will help to eliminate a potential default 
wave. I urge lenders to review potential 
HARP 2.0 candidates in their servicing 
portfolios and reach out to educate and 
assist borrowers on the program specifics. 
Although it may seem counterintuitive to 
potentially lose a borrower who pays on 
time, I think that you will end up with a 
far more secure borrower who can better 
weather challenges down the road – like 
income loss or other default-inducing 
events.

There are still some problems to be 
worked out with the program mechanics. 
For instance, there is some confusion if a 
loan with mortgage insurance can be eli-
gible for HARP. MGIC has said that some 

lenders are refinancing loans with mort-
gage insurance under the HARP program. 
Loans with pool MI insurance may not be 
eligible. There is also some concern over 
the impact to mortgage bonds since refi-
nancing en masse can wreak havoc with 
estimated prepayment ratios. These issues 
will need to be addressed as we see more 
interest in the HARP 2.0 program and 
other refinancing efforts designed to put 
some life back into the market.

The revisions recently announced 
for HAMP, HARP’s cousin, should also 
boost participation in that program since it 
appears to broaden the pool of borrowers 
that can be assisted.  Along with most of 
the industry, I look forward to the details 
when they come out later this spring.

Q: How can servicers use technology to prevent 
workouts from going sour again?

JOE DOMBROWSKI: Servicers are using 
technology tools in a number of creative 
ways in tandem with customer service 
efforts. The combination of touch and 
technology can prevent workouts from 
failing. Technology and expertise enable 
servicers to focus on communications 
management; iterative workout eligibility; 
and post-workout tracking and reporting.

Communication management is more 
than just applying technology to a sin-
gle point of contact (SPOC) or upgrad-
ing phone systems. We still hear stories 
about borrowers who have faxed, mailed, 
walked in and hand delivered documents 
only to be told to resend, refax and re-
turn. I am hearing this directly from peo-
ple I know going through a short sale or 
working on a modification.  

The proper technology can ensure 
documents are handled in a highly 
organized and electronic fashion, which 
can certainly eliminate the borrower 
frustration. I can recall from my own days 
working for a loan servicer that chaos can 
ensue when borrowers, attorneys, real 
estate agents send and resend documents 
hoping that one set finally makes its 
destination. The solution to the deluge 
of documents and missing paperwork 
has been around for quite some time 
in the origination world – document 
management needs to be digitized and 
include processes that are paper free.

Servicers should be taking advantage 
of the same powerful tools to digitize 
inbound paper and faxes, track email 
communication, even store recorded 
borrower phone calls. This technology 
can be tightly integrated into an 
organization’s servicing system of record 
and its default management tools to track 
missing documents; to provide automatic 
replies to borrowers who are missing a 
document or have insufficiently executed 
a document;  and to prompt the servicing 
staff when human interaction is needed.

Tying all document management into 
borrower-facing communication channels 
– phone, web, text and correspondence 
—makes the process more transparent, 
which reduces the burden on servicers 
and helps to improve the borrower’s ex-
perience. The communication also has to 
extend beyond just getting the right docu-
ments and information upfront – it has to 
continue through the potential re-default 
period post-workout. This means contin-
ued communication with a borrower for 
a period of time, starting with the work-
out eligibility and execution all the way 
through performance (for retention work-
outs). The servicing platform can help 
with automated phone messages remind-
ing borrowers about upcoming payments, 
thanking them when a payment has been 
made, reminding them of workout stages 
such as trial modification periods, and 
explaining that the benefit of the workout 
is to help them keep their homes. These 
are all critical components of an effective 
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post-workout communication program. 
This positive reinforcement will help keep 
a workout from failing due to indifference 
or inertia on the part of the borrower.

Of course, the risk of changing bor-
rower circumstances is always at play 
– loss of a job, increased expenses, 
changing family circumstances. Beyond 
just tracking payments made on time, 
potential changes to the information 
gathered during the eligibility decision 
period can also help the servicer reach 
out to the borrower. 

An example of this is when a compa-
ny has announced mass layoffs or a plant 
closing. When this news is received, a 
servicer can identify borrowers that have 
stated they are employees of that compa-
ny. Servicers can leverage the employer 
information and reach out to borrowers to 
determine how affected they may be. All 
of this can be done in a highly automated 
and cost-effective manner using technol-
ogy available today. 

Another broader approach would 
be to compile detailed information on 
workouts, borrowers, and post-workout 
performance and use analysis of that data 
to predict future workout failure at the 
account level. This approach requires data 
warehousing and the ability to employ 
business intelligence tools to report on 
trending and determine the recommended 
course of action.  

Q: How can servicers use technology to help them 
facilitate a more meaningful relationship with a 
borrower in trouble?

JOE DOMBROWSKI: Technology can facilitate 
strong borrower relationships in the same 
way we all use technology to keep in touch 
with friends, family and other people we 
care about. You still want some face time 
with loved ones from time to time, but be-
tween get togethers, Facebook messages, 
emails and texts keep the conversation go-
ing and reinforce the bond. 

Social media and smartphones attest 
that we have people we can count on at 
any given moment. It’s the same with bor-
rowers. Especially if they are in trouble, 

they need to know that there is someone at 
the servicer who can help them and who 
understands their particular situation. 
Technology can help servicers understand 
a borrower’s situation very quickly by re-
capping prior interaction. 

Servicer personnel should be aware of 
the last several contact points, the nature 
of the contacts, the results of the contacts 
and if there is any pending follow up. 

Q: Studies consistently show that more money is 
spent on origination technology over servicing 
technology. Why do you think that’s the case?

JOE DOMBROWSKI: More money is spent on 
origination technology for two reasons. 
First, origination systems tend to adopt 
new technology quickly to help lenders 
obtain more market share and drive 
efficiencies. This technology shift, in 
turn, drives a larger overall spend on 
origination technology. Second, there 
is a lower barrier to change to a new 
origination system.

Changing a servicing system usually 
involves a conversion of data, which can 
add to the cost and perceived risk. This 
usually means the decision to change a 
servicing system is much more involved 
than the decision to change an origina-
tion system.

I do predict that things are changing. 
Financial institutions are considering 
the importance of any technology that 
keeps borrowers close to the institution. 
Although the servicing systems a financial 
institution has in place today might work, 
the productivity improvements, potential 
FTE redeployments, and ability to support 
a more diverse loan portfolio in tandem 
with a better life of loan experience for 
the borrower could provide a substantial 
return on the investment of converting to 
a newer technology. 

Q: Talk a little bit about what’s next at Fiserv 
when it comes to perfecting existing servicing 
technology and rolling out new tools?

JOE DOMBROWSKI: Fiserv is excited about 
continuing on a path we began a few years 
ago. Our LoanServ platform empowers 
financial institutions to manage data and 
system behavior with easy-to-use tools 
for all types of loans, not just mortgages. 
LoanServ is tightly integrated with our 
full complement of paperless lending 
technology that includes electronic docu-
ment management, electronic document 
presentment and e-signature tools in addi-
tion to our data warehouse. We will con-
tinue to refine workflow automation and 
leverage the rules engine resident within 
LoanServ to accommodate frequent GSE 
and government program changes. We 
also look forward to how mobile and tab-
let technology will affect borrowers and 
servicing staff.

Q: Lastly, as you see it, describe the servicing 
platform of the future.

JOE DOMBROWSKI: The servicing platform 
of the future will be a component set of 
services brought together in real time 
with a user interface that allows each user 
to shape their experience and adapt to 
changing needs without programming.

The future brings additional changes 
driven by the search for cost reduction, 
productivity improvement, transparency 
and investor as well as borrower 
demand. ❖

Industry PredIctIons
Joe Dombrowski thinks:

1In the short term we’ll see continued 
sluggishness in lending, influenced by 

more foreclosures coming onto the market, 
insecurity about home prices and the 
presidential election season. 

2 In the midterm we’ll see that op-
portunity exists for loan servicing 

specialization. Look for special servicers 
to prosper with smaller, more defined, 
portfolios.

3 In the long term look for quite a num-
ber of new names in the industry as 

long-time participants exit and new ones 
enter.
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Power  to the 
People

The way that lenders locate, communicate with, service and retain 
customers is changing at a rapid pace.
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W
e live in a very special time in lending technology. The way that lenders locate, 
communicate with, service and retain customers is changing at a rapid pace. With 
the convergence of daily Internet usage, mobile platforms and social networking sites 

today’s technology has given the consumer a voice as never before. More importantly, consumers 
are using that voice to demand change and lenders who aren’t listening may get left behind.

Just look at recent history. When Bank of America decided to charge 
consumers a $5 fee for using their debit cards, consumers revolted and 
took to the Internet to voice their concerns. Twitter accounts lit up with their displeasure, Facebook 
posts ranted against higher fees, there was even a grass roots Bank Transfer Day movement asking 
consumers to act on their outrage and change banks. Within about a month of announcing their 
new fee, Bank of America did an about face and cancelled their plans. In their announcement, 

By Randy Schmidt



they said: “In response to customer con-
cerns and the changing competitive mar-
ketplace, Bank of America no longer 
intends to implement a debit usage fee. 
We have listened to our customers very 
closely over the last few weeks and rec-
ognize their concern with our proposed 
debit usage fee. Our customers’ voices 
are most important to us. As a result, we 
are not currently charging the fee and 
will not be moving forward with any ad-
ditional plans to do so.”

Bank of America heard them loud 
and clear. Today’s consumers are tech 
savvy, socially active and are a force to 
be reckoned with.

New Demographics

So, just who are these powerful technol-
ogy-enabled consumers? A recent study 
by Nielson and NM Incite found some 
interesting statistics. Women make up 
54% of visitors to social networks and 
blogs and outnumber men 53% to 47% 
among online video viewers. Men ac-
count for 53% of tablet owners while 

smartphone ownership is split about 
50-50. Members of the Internet Genera-
tion, those aged 18-34, make up 23% of 
the U.S. population but account for 39% 
of smartphone owners and 33% of tab-
let owners. They also account for 27% 
of visitors to social networks, blogs and 
online videos. When you include Gen-
eration X, those aged 35-49, that per-
centage climbs to 55%. Considering the 
current ubiquity of the Internet and the 
projection that the number of people on 
the Internet with smartphones is set to 
double over the next four to five years, 
lenders need to start planning now on 
reaching these powerful consumers. 

But consumers aren’t the only ones 
who can leverage today’s technology 
tools. Fortunately, lenders can easily 
use many of these same technologies 
to create an environment that appeals 

to this ever increasing pool of potential 
customers. With the advent of cloud-
based computing and Software as 
a Service (SaaS), lenders can cost 
effectively create a complete borrower 
experience with minimal effort. By 
using cloud services, lenders can get 
started with a minimal investment. They 
don’t need to invest in multiple servers 
or expensive software. Scalability is 
also taken care of as computing power 
can be scaled up or down as needed. 
Infrastructure costs such as redundancy, 
disaster recovery, virus scanning, 
intrusion detection and others are all 
handled by the provider. By spreading 
the cost of the infrastructure among 
its many clients, SaaS providers allow 
companies to make use of a much more 
robust security shield than if they were 
to provide it themselves.

Whether lenders decide to use a 
service or host something themselves, 
the first step in reaching out to these 
customers is to create a fully interactive 
consumer portal. Think of your Web 

presence as your touch point with the 
consumer. Every interaction should 
be easy to use, informative and fast. 
You want borrowers to have the same 
experience and comfort level online as 
they would have walking into one of your 
branches. I believe that this experience 
can be readily achieved by meeting 
three important aspects of the lending 
process: Education, Communication 
and Service.

eDucatioNs matters

Let’s start with education. Your consumer 
portal should allow the borrower to 
gather all of the information necessary 
to make an informed decision. Give 
them the tools they need to research all 
aspects of the lending process. Tell them 
all about your products and services. 
Provide them with current rates and 

closing costs. Explain the differences 
between your loan products. Give them 
calculators and prequalification tools to 
explore what their options are. Better 
yet, gather some basic information and 
do all of the calculations for them. The 
more information that you can provide 
to them, the more comfortable they will 
be during the entire process. Remember, 
the goal is to allow the consumer to 
gather the same information as they 
would receive in a face to face meeting 
in your office. 

The next, and probably most 
important step, is communication. 
Keeping the borrower informed during 
the entire lending process is vital to 
maintaining that positive borrowing 
experience. While most online lending 
sites do a good job of capturing 
application data, many fall short when 
it comes to communication. As a lender, 
you need to be there to answer their 
questions before, during and after the 
application process. Consider adding 
a live chat feature which allows the 
consumer to reach an originator or 
help desk representative at the push 
of a button. Research has shown that 
lenders offering their customers online 
assistance during the application 
process are 25% more likely to close 
the transaction.  

web mistakes

Unfortunately, the problem with 
most online lending sites today is 
that communication stops once the 
application has been submitted. But this 
is precisely the point where thorough 
communication is needed the most. 
There are three online communication 
vehicles for keeping the borrower 
informed that if used correctly will 
separate you from your competition. 
They are: loan status; secure messaging; 
and two-way document exchange.

Once the application has been 
received, it is imperative that you keep 
the borrower informed as to the status 
of their loan. Information regarding 
the status of verifications, appraisals, 
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Today’s consumers are tech savvy, socially 
active and are a force to be reckoned with.“

“





inspections, closing dates and a variety 
of other information should be gathered 
from your LOS and made available to 
the borrower online. By keeping them 
in the loop during this process, you will 
cut down on the amount of phone calls 
and give the borrower the peace of mind 
that things are taking place as planned.

Another important communication 
tool is secure messaging. Much of the 
data gathered during the origination and 
processing period contains sensitive 
and personal information. Sending this 
information via e-mail may be a security 
risk and should be avoided at all costs. 

By adding a secure messaging 
component to your customer portal, 
you can keep the borrowers in the loop 
and satisfy your security team all at the 
same time. Secure messaging allows 
the loan officer and/or processor to 
easily communicate with the borrower 
and notify them of important events at 
times that are the most convenient to the 
borrower.

2-way talk

The third communication vehicle 
that I believe is important for any 
consumer portal to be successful is 
two-way document exchanges. Letting 
the borrower receive their disclosures 
and other documents electronically 
helps speed up the lending process. 
Again, for reasons of security and due 
to regulations imposed by the ESIGN 
act, electronic disclosures should not 
be delivered via e-mail. Because of 
these restrictions, many online systems 
allow you to only deliver disclosures for 
applications that were originated online. 
A true communication portal should 
allow you to deliver your disclosures, 
or any other document, whether they 
were created by the point of sale system 
or your loan origination system. But 
sending documents is only half of 
the benefit. Many times there may be 
some additional information and/or 
documents that a lender will need to get 
back from the borrower. By allowing the 
borrower to securely and easily upload 

documents back to the lender, borrowers 
can help keep the process on track.

Finally, the last component of 
providing a fulfilling online experience 
is service. Make sure that you reply to 
any inquiries quickly. There is nothing 
more frustrating to a borrower than 
to take the time to apply online with 
a lender and then have to wait for 
hours or days for a response. Consider 
utilizing automated underwriting at 
the point of sale where the borrower 
can get a conditional approval of their 
application while they are still online. 
At a minimum, send them an e-mail 
confirming their application and letting 
them know what to expect next. The 
more that the customer is informed; the 

less likely they will be to continue their 
search with other lenders.

be DyNamic

In  conclusion, a dynamic and profes-
sional online presence should serve as 
an extension of your organization. It 
should allow you to present your brand 
to the outside world at every touch point 
with prospects, customers, associates 
and business partners. Most importantly, 
it should allow an online customer the 
same experience as they would receive 
walking into one of your branches. By 
providing this type borrower experi-
ence, you too can have an online voice. 
Let consumers know that you hear them 
and that you stand ready to serve. ❖

Randy Schmidt is President of Data-Vision, Inc. and is responsible for 
overall operation and strategic planning for the company. Randy became 
involved in the IT side of mortgage banking almost 30 years ago and has 
been involved in numerous projects on both the origination and servicing 
side of the business. In 1993, Randy co-founded Data-Vision, Inc., in 
Mishawaka, Indiana as a Web design company. He then combined 
his previous mortgage experience with Internet knowledge to bring the 
speed, power and availability of the internet to the Mortgage industry.
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