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Each generation 
imagines itself to be 
more intelligent than 
the one that went 
before it, and wiser 
than the one that 
comes after it,  
said George Orwell.

O ver the past year we 
have written several 
articles about the 

next generations that will be 
joining the workforce in an 
effort to help lenders draw 
and retain new employees to 
their companies. However, 
what we haven’t discussed is 
what these next generations 
will require and or demand 
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when it comes to fulfilling their need for 
housing. Will they have the same desire 
to own the “American Dream” as their 
parents and grandparents did? Will they 
be content to go through the processes 
of application, approval and closing 
that have long been the “way things are 
done”? Or will they expect changes in 
the processes and the products that are 
offered to them?  

The potential borrowers that are now 
moving into the “home-buying” market 
are those that were born between 1960 
and the 1992. They are made up of two 
very different generations known as Gen 
X and Gen Y. Each has their own approach 
to life, work, family and ultimately their 
buying power.  

Gen X
The Gen X population, born between the 
early to mid 60s through the end of the 
70s is one of the smallest generations; 
approximately 50 million in size. This 

generation, now is in their late thirties and 
forties; is starting to reach past the start-
er home and are looking for that family 
home where they want to raise their chil-
dren and develop a sense of family within 
their community. Because these were the 
“latch-key” kids who grew up in single-
parent households or one in which both 
parents had to work, they tend to approach 
issues from a self-reliant mentality. They 
also value a work/life balance and are 
less inclined to see working extra hours 
as a good idea even if means more finan-
cial strength or the ability to stretch their 
home-buying dollar. Their pragmatic ap-
proach to what they want and how things 
get done is supplemented with techno-
logical acuity. Through the use of the 
technologies available to them today, they 
can accomplish numerous everyday is-

sues while still having time to spend with 
their children and extended families. For 
example, they can do their grocery shop-
ping, help their kids with the homework, 
balance their checkbooks and implement 
a household budget from the living room 
sofa. The “smart-app” technology in use 
today can ensure they are remembering 
everything they need to as well as provide 
critical information as to spending habits 
and available funds for monthly bills.  

Gen Y
While the Baby Boomers, all 76 million 
of them continue to hold the title of the 
largest generation, Gen Y is not far behind 
with 72.9 million. Born between 1980 
and 1994, this generation equals about 
one-third of the total U.S. population and, 
like the Baby Boomers before them did, 
are leading a tidal wave in trends, buying 
power and ultimately company profitabil-
ity. The Gen Y members are different in 
many ways from their Gen X counter-

parts. While Gen X tends to view issues 
and opportunities from a pragmatic per-
spective and an underlying concern about 
a favorable outcome, Gen Y is optimistic 
and confident in their ability to achieve 
what they set out to do. For example, a 
Gen X member will be more likely to stay 
in a starter-home if they are comfortable 
with the payment rather than take on a 
larger house and larger payment even if 
they have outgrown the house while the 
Gen Y member would be looking opti-
mistically at the prospect of buying that 
larger home, confident that they will be 
able to meet those larger payments. 

Gen Y members are also more so-
ciable but with a very well-defined sense 
of morality underlying it. They will not 
accept doing this wrong even if it is 
perceived at the time to be for the right 

purpose. While the Gen X generation is 
looking to develop a sense of family in 
their social interactions, the Gen Y mem-
bers are looking to embrace social rela-
tionships around the world. This sense of 
sociality is supported through the techno-
logical sophistication they have grown-
up with and includes all the social media 
outlets we have today. Yet the down side 
to this social outreach through technolo-
gy is the need that this generation has for 
supervision and structure in their lives. 
Their ability to interact socially without 
the benefit of technology has been ham-
pered and as a result they may not be as 
comfortable reaching out for face to face 
contact for guidance and assistance. 

Current KnowledGe

While this is very interesting you may say: 
What does it have to do with me and my 
company? We must face the reality that 
these generations, the Gen X and Gen Y 
populations are our new customers.  

From the time that mortgage lending 
emerged as a definitive industry, one that 
straddled the boundaries of banking and 
financial services, we have worked within 
a very specific framework. Our credit risk 
policies were developed by Fannie Mae, 
Freddie Mac and HUD as were our ser-
vicing processes. The origination process 
itself is predicated on the need to gather 
information, gather data about that infor-
mation and then apply the credit policies 
to it. Our confidence in the application 
of these credit policies being the “right” 
ones are based on the performance of 
mortgage loans that have been originated 
from that period onward. However, we 
must recognize that these credit policies 
were developed by Baby Boomers for 
borrowers who were Baby Boomers. We 
have to ask ourselves, “Will they work 
for the next generation”?

The reality is we really don’t know. 
While it is certain that some of the mem-
bers of Gen X got caught up in the mort-
gage highs and lows of the past nine years, 
there has been no analysis done to deter-
mine if or how many were impacted; how 
many took on loans that had skyrocketing 
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Before we can begin to create our ability to 
generate customers and revenue from these 
individuals, we must take into account what  
they want.

“ “



interest rates or false borrower informa-
tion. We don’t know if these individuals 
were able to survive the meltdown at the 
same rate as the Baby Boomers or deter-
mine if they fared better or worse.  

For now the only thing we can do is to 
go forward with what we do know about 
these individuals and attempt to prepare for 
this population of customers in a way .

eXpeCtations

Before we can begin to create our ability 
to generate customers and revenue from 
these individuals, we must take into ac-
count what they want, expect and need 
from this process. The first issue that 
many of these “kids” face is the fact that 
they are involved in an economic climate 
that is far from stable. For the Generation 
X population that may have suffered from 
the recent layoffs and market downturn, 
they will want to make sure that if they 
buy this house and take on this mortgage, 
they will be able to pay for it. This is one 
reason that many prognosticators say that 
we are going to be dealing with a genera-
tion of renters. To the X Generation rent-
ing is the most pragmatic way to assure 
one’s self that housing will always be 
available. Other members of the genera-
tion that had made home purchases prior 
to the housing collapse will choose to 
stay where they are, with the mortgage 
they know they can pay. They will most 
likely be very skeptical about a new loan 
program or accept that the servicing prob-
lems they suffered are now gone. On top 
of that, the skepticism that grew out of the 
mortgage meltdown will have to be over-
come if this generation is to become users 
of mortgage credit.  

We also have to consider the “smart” 
technology that is available to them today, 
they can calculate mortgage payments 
themselves and use the technology to tell 
them what they will qualify for and what 
they can afford to pay. In addition, while 
unrelated co-borrowers that were not fam-
ily members have always been accepted 
for second home and/or investment prop-
erties, the “sense of family” that this gen-
eration has developed within their com-

munity may result in the expectation that 
these members can become co-borrowers 
on owner occupied properties.  

Generation Y borrowers are emerging 
as the newest members of the home-buy-
ing public. With their optimistic attitude 
and confidence in their ability to meet all 
challenges, they will most likely want to 
purchase more than what our traditional 
ratio calculations allow. Their ability to 
utilize technology in a much more sophis-
ticated manner means that they will not 
only pre-determine their mortgage debt 
but will have the wherewithal to manipu-
late what they can afford on a month to 
month basis. Many of them will be over-
reaching based on what we Baby Boom-
ers think is good for them. Furthermore 
with their weaker face-to-face social 
skills, loan officers and/or servicing CSRs 
will have a tougher job discussing issues 
and obstacles with them.  

Like it or not, the changes have already 
begun. With the new regulations coming 
from the Dodd-Frank bill, the restructur-
ing of Fannie Mae and Freddie Mac and 
the recently announced servicing settle-
ment, the consumer is taking their place 
front and center in the mortgage lending 
industry. And there are more changes we 
need to make to address the additional ap-
proach to the business that encompasses 

every aspect of the mortgage program.  
The traditional approach to providing 

these individuals with mortgage options 
and information through a loan officer 
will more than likely disappear or be radi-
cally changed. Loan officers will need to 
compete with technology programs that 
can handle all the qualifications and ex-
planations that is a big part of their value 
today. What they will be needed for is to 
support the applicants through the process 
either by reassuring them and/or estab-
lishing a relationship providing them with 
a trustworthy source of information.

Credit policies will have to change. 
Applicants will come to the process with 
the knowledge of what they want to buy 
and what they can afford. This knowledge 
will most likely come from technology ap-
plications that continuously analyze their 
finances and provide updates on spending 
patterns and cash flow. What underwriter 
wants to try and tell an applicant that they 
do not qualify for a mortgage when their 
financial application says they can? Ratios 
will have to become more personalized to 
account for different spending habits and 
cash flows; considerations of eligible bor-
rowers will have to account for expanded 
definitions of family. As the definition of 
family changes, it is likely that housing 
will come to reflect that change. ❖

Barbara Perino is a Certified Professional Co-Active Coach guiding her 
clients who are executive leaders and their staff. Barbara has been trained 
through The Coach Training Institute (CTI) located in San Rafael, CA. She 
completed a Coaching Certification Program through CTI and the Interna-
tional Coaching Federation (ICF). Prior to becoming a coach, Barbara was 
a 16-year veteran of the residential mortgage industry in a national sales 
management capacity for property valuation and residential mortgage service providers.

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

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

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

29      Tomorrow’s Mortgage Executive           


