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Discussing  
Innovation
The minds behind the top innovations of 2010 

gathered to talk candidly about the state of 

innovation in the mortgage industry today.

Over 150 mortgage executives came together 

to attend PROGRESS in Lending Association’s 

Innovations 2010 Event. We named the top five 

innovations of 2010. After that event, we wondered 

what would happen if 

we brought together 

executives from each winning company to talk about 

mortgage technology innovation. Where do they see 

mortgage recovery? Where do they see the state of 

innovation? 

To get these and other questions answered, we got 

the winning group together. In the end, (left to right) 

Tyler Sherman, CEO at Motivity Solutions; Greg 

Alvord, SVP-Technology at Optimal Blue; Todd 

Ebner, Senior Vice President and Chief Information 

Office at Field Asset Services; Stephen Nation, 

President at NATION Technologies; and Paul Wright, 

Senior Vice President at DRI Management Systems, 

talked about what constitutes true innovation.

Executive Interview



Q: Some say innovation has to be sweeping 
change. Others say innovation can be incremental 
change. How would you define true innovation?

TYLER SHERMAN: True innovation shouldn’t 
be put into either of those categories. We 
define innovation as something that is 
transformational, something that changes 
how the game is played, something that 
elevates an organization and takes an in-
dustry with it. If we all stay focused on 
these attributes then innovation will be a 
byproduct.

TODD EBNER: I believe true innovation is 
defined as solving a real problem with a 
new approach. Usually this brings with it 
new opportunities outside of the original 
problem solved and can many times revo-
lutionize businesses. However, innovation 
can be an incremental change today, with 
unforeseen benefits that come later.

STEPHEN NATION: Innovation comes when 
we take a step back to diagnose the root 
problem or need. You can stumble upon 
innovation by chance, research, experi-

ence but ‘true innovation’ is only achieved 
by those that have the audacity to take ac-
tion. It is durable, a game changer and 
universally accepted by users. For NA-
TION Technologies we went back to the 
basics of trust in business, in other words 
the handshake. Trust for the origination, 
apparent authenticity and transparency 
for our most vulnerable and regulated as-
set, information.

GREG ALVORD: Let’s use a sports analogy. 
Everyone loves big homerun hitters, 
even non-baseball fans. However, a team 
with a boring process of hitting a single 
80% of the time will beat a team with 
three or four 300 hitters that are the top 
homerun hitters in the league. Big sweep-
ing innovation is like homerun hitters. 
Boring process innovations, or innova-
tions that change productivity by a few 
percentage points, or technologies that 
change loan cost by a few basis points 
are like that team that always hits singles. 
It’s not exciting, but it contributes to 
the overall success of the organization. 
Big sweeping innovation comes with a lot 
of hype. At the end of the hype it is of-
ten not as big and as sweeping as people 
thought. It never really “changes every-
thing”. Rather, it will end up contributing 
to better processes, or productivity, or a 
few basis points to the bottom line when 
incorporated by a diligent hardworking 
organization prepared to incorporate it 
through boring process improvement. 
So, is the Innovation the product or is it 
the vision to see how to take advantage 
of the product by incorporating it into the 
complex processes that are Real Estate 
Finance? I think it takes both. 

PAUL WRIGHT: Innovation is rarely about 
sweeping change, particularly in an 
industry that is mature, like mortgage 
lending. It happens when you’re intro-
ducing the iPad, but not when you’re 
making and servicing mortgages. In-
novation is very often an incremental 
process. In our case, DRI OFFICE is the 

result of numerous innovations that can 
be regarded as increments.

True innovation is not just about sys-
tems and technology. True innovation is 
also about when a company (in this case 
a servicer) looks at their current environ-
ment and says, “The old safe way is no 
longer safe.” Then and only then are they 
open to implement innovation. Why con-
tinue to rely on the way everyone else 
does it when state-of-the-art automation 
is available that turns a high-touch envi-
ronment into an exceptions based one, 
all while providing a lower total cost of 
ownership?

Q: What will innovation look like this year on the 
origination side of the business? What will inno-
vation look like this year for the servicing side?

TYLER SHERMAN: On the origination side, 
because of shrinking volumes, companies 
are going to have to be innovative in find-
ing new ways to create efficiencies and in-
crease market share. And, those that do it 
the best will gain a significant competitive 
advantage over their competitors. I know 
we are talking primarily about technology 
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“We define innovation 
as something that 
is transformational, 
something that changes 
how the game is 
played, something 
that elevates an 
organization and takes 
an industry with it.”

TYLER SHERMAN
Motivity Slutions

“2011 is the year of 
implementing process 
improvement to obtain 
higher data quality 
that is compliant for 
both servicing and 
origination.”

GREG ALVORD
Optimal Blue



in this context, but, conceptually, the in-
novation can be non-technical as much as 
it can be technical. If that is the case, then 
we have to look at how technology can 
take it to the next level.

On the servicing side, we are seeing a 
dramatic increase in the use of business 
intelligence in order to drive a proactive 
culture. Servicers are looking to business 
intelligence to be more predictive in mea-
suring and monitoring the characteristics 
of loans that have performed, are per-
forming, or have shown the propensity 
to not perform. This is going to have a 
dramatic impact in the coming years.

TODD EBNER: We believe that innovation on 
both the origination and the servicing side 
will be driven  by the needs for greater 
efficiency but also by the growing  
requirements for transparency, automa-
tion and standardization. This innovation 
may involve removing the human ele-
ment as much as possible and instituting 
standardized decision rules. Of course, 
the human element cannot be removed 
entirely, but to the extent that innovation 
can drive standardization and transpar-

ency, both origination and servicing will 
be better off.

STEPHEN NATION: Technological innovation 
to build a better mousetrap in the mort-
gage industry has outpaced risk man-
agement and regulation for most of the 
last decade. This deficiency has created 
unprecedented leverage, which was too 
often not controlled or managed and ul-
timately led both to the housing boom 
and bust. The next wave of innovation is 
more likely to focus on controls, regula-
tory compliance, safety and soundness 
and, most of all, meaningful and work-
able risk management tools. Enhanced 
and innovative risk management applies 
to both the origination and servicing 
sides of the mortgage business. The need 
for risk management innovation on the 
servicing side is clearly illustrated in last 
year’s breakdown in foreclosure process-
ing followed by the enforcement actions 
levied against eight prominent banking 
companies.

GREG ALVORD: 2011 is the year of imple-
menting process improvement to obtain 
higher data quality that is compliant for 
both servicing and origination. It sounds 
simple and boring. However, there are 
fundamental challenges to long standing 
assumptions needed to make this hap-
pen. For example: Can a form- based 
LOS that assumes a traditional workflow 
process measure up to the needs of get-
ting all the loan prices right at the begin-
ning and not over days?

Does the assumption that scale is 
required to make money in servicing 
hold up when the servicing failures were 
fundamentally processes that could not 
scale up to the demand?

Can the labor-intensive appraisal 
process that traditionally produced re-
ports for reading by people scale up to 
the need to be more precise as com-
pared to what a long written narrative 
can provide?

There are probably other assump-

tions that need challenging, as well. Or-
ganizations that look at these assumptions 
and work through their vision of how to 
organize as part of an effort to address 
data quality when these assumptions are 
removed will be crowned one of the win-
ning innovations in 2011. Some may be 
vendors, some may be lenders, but they 
will be the winners.

PAUL WRIGHT: On the origination side, 
we can expect innovations surrounding 
transparency in their processes that are 
consistent with the Uniform Mortgage 
Data Program (UMDP), as well as new 
disclosures and other regulatory changes 
that come as a result of the Consumer 
Financial Protection Bureau and Dodd-
Frank. Unfortunately, they will have to 
work as hard to keep up with those ongo-
ing changes as servicers did to keep up 
with everything thrown at them by Wash-
ington in loss mitigation and foreclosure 
over the past 18 months.

As far as servicing is concerned, 
the clear shift has been away from loss 
mitigation to the area of foreclosure and 
bankruptcy processing. As a result, in-
novation will look like technology plat-

“Many companies are 
investing heavily in 
making their processes 
more efficient and 
scalable. They’re 
investing because they 
can foresee a positive 
ROI.”

TODD EBNER 
Field Asset 
Services

“Mortgage industry 
innovation is stifled 
and will thrive again 
when the smoke from 
the housing meltdown 
clears.”

STEPHEN NATION 
NATION 
Technologies

Executive Interview
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forms designed to insure complete com-
munications between departments. If you 
look beyond 2011, the result of proper 
foreclosure and bankruptcy processing 
will ultimately lead toward more REOs. 
The REO market has been waiting with 
great anticipation to get their hands on 
all these properties to sell. As one of my 
banker friends told me, the reason more 
have not been released on the market is 
that if they were all released at the same 
time, the value of those currently avail-
able would bottom out and throw a very 
unstable real estate market into a com-
plete tailspin. I believe that with proper 
foreclosure and bankruptcy processing, 
and with focused REO marketing com-
munications between asset managers and 
REO brokers, the inevitable increase in 
REO volume can be addressed profes-
sionally and effectively if the servicer has 
the right platform in place to handle all 
aspects of the default process. 

Innovation, of course will be making 
it all happen. Contrary to one speaker’s 
remarks at the recent technology show, 
almost everything in the default servicing 
area needs and can be aided by technol-
ogy innovation.

Q: If there was one innovation that the mortgage 
industry needs to get closer to recovery, what 
would it be?

TYLER SHERMAN: Using business intelli-
gence to become more proactive. Our 
industry is currently very reactionary, 
which makes it difficult to get ahead 
of the curve, progress, and really focus 
on how we can get better as an indus-
try. Lenders should use business intel-
ligence to strive to be self-compliant so 
they can absorb new regulation without 
dramatically affecting the business of 
originating loans. Lenders can get ahead 
of the curve by managing to the expec-
tations of their stakeholders, on a con-
tinual basis, using business intelligence 
so they know definitively, at all times, 
where they stand from the compliance 

and operational perspectives.

TODD EBNER: If there was a solution that 
could help investors, banks, regulators, 
servicers and service providers all view 
the end-to-end mortgage and servicing 
process through a similar lens, with more 
transparency and predictability of costs 
and timing, then much of the uncertainty 
would be removed from the market.

STEPHEN NATION: Again, I go back to risk 
management innovation. Consumers 
have little confidence in the industry and 
once they are convinced that it is safe to 
do business again, we will see more evi-
dence of recovery. Of course, effective 
risk management and confidence are 
only two elements of recovery. Actions 
are already underway to enhance con-
sumer confidence and improve integrity 
in the mortgage industry. For example, 
HUD Third Party Rules will prohibit 
lenders from accepting documents relat-
ing to credit, employment or income of 
borrowers that have been handled by, or 
transmitted from or through interested 
third parties (real estate agents, build-
ers, sellers).

GREG ALVORD: The biggest thing we have 
lost over the past few years is trust. Trust 
from the public. Trust from the regula-
tors. Trust in the regulators. But most 
damaging, trust in each other. There was 
enough blame for the meltdown to doubt 
the trustworthiness of all the players, in-

cluding borrowers. Ronald Reagan said, 
“Trust but verify.” Fundamentally we 
need to weed out assumptions of trust 
and substitute “trust by verify” in every 
process and system we use. The defini-
tion of high data quality has changed 
to mean data plus verifications of data 
so that the receiving process, system or 
organization can re-verify it as needed. 

Q: Lastly, how would you define the state of mort-
gage industry innovation? Is it thriving or in a 
state of decay?

PAUL WRIGHT: I consider the state of the 
mortgage industry innovation to be thriv-
ing. Some of this is being driven by the 
federal compliance changes, some by the 
market conditions, and some by the many 
players who are jumping into the market 
to see if they can capitalize while things 
are hot. I always find it entertaining to see 
companies come and go based on market 
conditions. 

TYLER SHERMAN: On the whole I would say 
it is even keeled and reactionary–simply 
rushing to respond to the latest regula-
tion. What this means though is that our 
industry is not necessarily looking to 
drive new and innovative ways of solv-
ing problems–meaning we are currently 
lacking the longer term vision it takes to 
be innovative. I wouldn’t say that we are 
in a state of decay, because there is still 
some cool stuff being introduced, but we 
won’t be able to thrive until we get ahead 
of the curve.

GREG ALVORD: The opportunity for innova-
tion has never been greater. Traditionally 
the real estate finance community is pretty 
slow to adopt to change. While at the same 
time, there have been leaders in innova-
tion, both big sweeping and boring little 
innovations, that work away to improve 
their products and organizations. It takes 
a while for others to catch up. 2011 and 
2012 will be a unique time for the thought 
leaders to step up and be heard. ❖
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“I consider the state of 
the mortgage industry 
innovation to be 
thriving.”

PAUL WRIGHT
DRI Management 
Systems
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