
Data transparency is a good start, but it isn’t 
a complete answer to total data quality.

T here has never been a greater focus on loan quality than there is 
today. As many lenders continue to operate with outdated loan 
platform technology, the issue has become a critical one for our 

industry and its future.  
Fannie Mae’s Loan Quality Initiative (LQI) underscores the need 

for originators to validate loan data before, during and after loan 
delivery even more. To respond effectively, lenders today must take 
the necessary steps to insure quality loan data at every step of the 
loan process.
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UNDERSTANDING 
THE DATA



Traditionally, loan data quality has 
been demonstrated merely by the fact that 
all of the data for a given transaction is lo-
cated in one place and is easily accessible. 
Recent history, however, has shown us 
that this is a major point where mortgage 
technology platforms fail to perform. In 
many cases the data for a transaction can 
be spread out over several systems, con-
trolled by multiple parties and represent-
ing different states (versions) of the data. 
For example, a lender sends its data to its 
closing doc prep vendor, who produces a 
loan closing package using their technol-
ogy platform. The closing document ven-
dor may generate additional data points 
such as an aggregate accounting adjust-
ment, or the APR. If those data points are 
not automatically transmitted back to the 
lender it is possible to end up with two 
separate sets of data. 

This is a problem because the only 
data set that matters is the one reflected 
on the actual closing package executed 
by the borrower. Too many lenders still 
have a process in place where they must 

re-enter those additional data points back 
into their LOS, and rarely is this data ex-
changed through a fully interfaced, auto-
mated process.  

The lack of data continuity becomes 
a significant operational problem when 
a closing document package is prepared 
by the document preparation vendor with 
information from multiple sources. Con-
sider how the settlement side of the trans-
action fees are provided to the document 
preparation vendor and more importantly, 
how those data elements are entered back 
into the lender’s system. This approach 
isn’t necessarily wrong, as long as the 
lender’s data entry is 100 percent perfect.  
Otherwise, the result is a discrepancy be-
tween that data in the LOS and what was 
presented to the borrower.  

If a loan stops performing, the lender 
immediately finds itself in a tough posi-
tion. A simple data entry mistake can be 
acceptable as long as the lender can ex-
plain how it happened, but that’s a fairly 
expensive process in itself. 

In the “good old days,” poor data qual-
ity was not an urgent problem but rather a 
cost of doing business during a very prof-
itable time. Today lenders are routinely 
forced to buy back loans even years after 
they’ve closed; data quality has become 
mission critical. 

Unless a lender’s third party vendors 
have similar standards for data retention, 
it can be impossible to rebuild a transac-
tion without hard copy documentation – 
an onerous task for sure.

What to do? Fortunately there are 
loan origination systems currently on 
the market that utilize more modern data 
management models. Within a single da-
tabase, they capture, retain and manage 
data across the multi-platform and multi-
vendor production process.

The first step for lenders is to have a 

complete and accurate transaction data set 
that represents every unique data element. 
Historically, the solution has included 
an end-to-end system where there is, es-
sentially, a single vendor. But for those 
lenders who subscribe to a best-in-class 
philosophy, something more is required: 
a single database that makes itself native 
to myriad third party systems. Such an ap-
proach bridges the gap and allows best-in-
class systems to manage data like a single 
end-to-end solution.

Today, everyone talks about the im-
portance of data transparency, but trans-
parency or, more appropriately, data clar-
ity, is typically discussed in the context of 
data standardization and the ability to ac-
cess the data. And in practice, it is usually 
just the most recent version of the data. 

Perhaps the most undervalued aspect of 
data quality is the ability to recognize, re-
tain and utilize various states of the data 
in any given transaction.  

Data transparency is a good start, but 
it isn’t a complete answer to total data 
quality. From the investor’s perspective, 
they get the last data set on a closed loan 
but don’t have visibility to the evolution 
of that data. For example, the borrower’s 
FICO score is often modified between ap-
plication and closing. (It’s common for 
data to evolve as the lender perfects the 
data through the manufacturing process). 
But without visibility to that evolution, the 
investor lacks confidence in the data. How 
can the investor be certain that the FICO 
score wasn’t pencil-whipped at the 11th 
hour to artificially meet its guidelines? 
That’s an extreme example, but we know 
that investors are looking for any excuse 
these days to push back on lenders. With 
the right technology though, the investor 
has access to every change to the data.  

More importantly, what resources 
does a lender have to stave off an inves-
tor’s pushback of a loan? If an investor 
has doubts about the loan data, can the 
lender easily produce the historical doc-
umentation of that data? As pushbacks 
become more frequent, the ease and ef-
ficiency of doing so is becoming impera-
tive to survival and growth. If the lender 
is consistently forced to throw valuable 
human resources at the problem, its long 
term prospects are diminished. The bot-
tom line definitely takes a hit.

Another high profile example is the 
good faith estimate (GFE). There has 
been so much effort to insure that GFEs 
are done correctly that lenders are often 
generating multiple GFEs to keep up 
with the standards and regulation require-
ments. I would estimate that up to 80% 
of new loans include multiple disclosures.  
The result is a level of uncertainty tied to 
the advance disclosure in a package. How 
is an investor to know if it is the one that 
aligns with the last iteration? Is it impor-
tant that they know that there were five 
different disclosures that went out for that 
particular loan? 
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The lack of data continuity becomes a 
significant operational problem when a closing 
document package is prepared.
“ “



Some loan production systems have 
the ability to snapshot multiple GFE’s 
for any particular loan, but they rarely 
have the ability to capture actionable 
data from those images. For those that 
do, the benefits include more than higher 
compliance standards.

A robust and fully integrated imaging 
platform offers the level of data quality that 
makes thorough business intelligence (BI) 
possible. The lender can really dive deep 
into knowledge discovery and pattern rec-
ognition within its production pipeline to 
drive efficiencies. For example, most sys-
tems can tell you the rate of disclosure per 
loan officer, but they can’t evaluate each 
disclosure individually. With a fully inte-
grated imaging platform that captures and 
translates the images into data, the lender 
can actually identify why each disclosure 

was made and make subsequent changes 
to its people or its business processes.

Fannie Mae’s LQI presents another 
level of complexity to data management. 
LQI has mandates regarding calculation 
thresholds that change as the loan evolves 
depending on other parameters within the 
loan. So the history of the data becomes a 
much more important factor to ensuring 
full compliance. 

As the lending process continues to 
evolve and becomes more complicated, 
lenders must be able to provide quality 
loan data throughout the entire loan origi-
nation and closing process. The industry’s 
collective embrace of data transparency is 
certainly a move in the right direction, but 
lenders should remember that it is impos-
sible to have true transparency if they do 
not have the full story behind that data. ❖
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