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Editor’s Note

I Was Right
For those that say innovation doesn’t happen in the mortgage space, they weren’t at Innovations 2010. Over 150 executives gathered
to talk about the future of mortgage lending. In fact, we gathered the Innovations 2010 Winners to chat more in this issue’s Cover
Story about the subject so you can get caught up if you couldn’t attend.
In starting PROGRESS in Lending Association, we sought to give innovators a voice and innovators have shown up to do just
that. Nobody said innovation was easy, but especially given market conditions, it’s necessary. Sometimes you have to dare to do
something new and great so you can get back to doing the mundane.
For example, ABC News hyped that “Ben Bernanke, chairman of the Federal Reserve, will make waves in the world of economists
and Wall Streeters. For the first time in the 98-year history of the nation’s central bank, the chairman will talk to the press after an
interest rate decision, fulfilling a promise he made at his first confirmation hearing back in 2005.
“At the time he said, “Under Chairman Greenspan, monetary policy has become increasingly transparent to the public and the
financial markets, a trend that I strongly support.”
Was the press conference truly eventful and eye-opening? Not many commentators thought it was an outstanding performance.
For example, author, weekly columnist, and business owner, Laine Broxton is an established expert in small business, with particular
emphasis in human resources, marketing, and finance, and she wrote about the press conference:
“The Federal Reserve should hold press conferences-lots of them. The key factor in whether or not the press conferences will be
an effective tool for the Federal Reserve to establish a quality relationship with its customer, the American people, is whether or not
the Federal Reserve is really coming into the game to play. If Bernanke will show up next time, look the folks in the eye, and give
candid answers to tough questions from the press, the American public may be inclined not to protest at his front door...yet.”
So, Bernanke didn’t offer a grand solution to all our economic problems, at least he showed up and gave it his best. The mortgage
industry needs to do the same. We need to show up and really innovate to make the process of doing a mortgage more transparent.
And let’s face it, lenders don’t have much choice in the matter.
What do I mean? New regulation is mandating change. My hope is that change will be met with true innovation so
that the mortgage industry can again be a trusted institution and really get back to the boring work of lending money.

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.
5

Tomorrow’s Mortgage Executive

Going up? Today’s shifting demands require a partner who shares your goals with the proven expertise
TOHELPYOUREACHTHEM&ORMORETHAN CLIENTSWORLDWIDE &ISERVISTRANSFORMINGTHEWAYÚNANCIAL
services are delivered. Helping turn possibilities into realities. With Fiserv, you have the power to go places.
The power within. www.loanservicing.fiserv.com

Pay men t s

Q

Proces sing Ser v ices

ÆÏÏ&ISERV Ï)NCÏORÏITSÏAFlLIATES

Q

R isk & C ompliance

Q

Cus t omer & C hannel Managemen t

Q

Insigh t s & Op t imiza t ion

Your Voice - By Brian Coester

Are
You
Cutting
Corners?
The Mobile Experience

N

ot more than two years ago if I told you that phone calls, e-mails and the Internet would be
obsolete in vendor management you would think that I am smoking something. However, the
reality of the situation is that the phone call, e-mail and Internet are on their way out, to be
replaced by mobile technology. Things like text messages push notifications, mobile applications and
GPS technology will not only change the way we live and communicate, but change the entire landscape
of vendor management. Only a few years ago the “auto dialing” system and “auto update” system was
the wave of the future. However, nowadays this system is much too bulky, isn’t scalable and it’s way too
expensive. Lenders want decisions and information in “real time” and because of this, the current way
of getting status updates, assigning orders and sending notifications isn’t good enough.
Mobile technology will replace the “middle man”, also known as the phone, e-mails and online vendor
management systems. It’s not that these tools will be eliminated entirely; but, they will be less utilized.
In just two years I can envision someone saying: “Why do I have to constantly wait for you to update the
website? Why don’t you activate the GPS in your phone and reply using push notifications?”
The reality is, the mortgage space is very behind
in the vendor management arena. With the current
With the current technology available,
technology available, lenders could have instant
information in real time as to the status of their files
lenders could have instant information in
and information. The idea of “calling the appraiser
real time as to the status of their files.
to get an update” is something that the real vendor
management companies will not be thinking about
by the end of the year. By leveraging mobile technology and making them available on all smart phones
the vendor management space will be transformed. You see it already with the way FedEx does business;
they know where your package is at all times, due to the fact that updates are automatically provided.
If something goes wrong, they know exactly where it is and exactly what to do. E-mail and phone calls
can’t solve this issue as they require a manual override to interpret the information and then a response
to take action from there. The old process was based on this model: Vendor A is assigned an order at
9:03 am, Vendor A is in the field, so he has to wait until he gets back to his office, turn on the computer
and check his e-mail to accept or decline the order. After accepting the appraiser will call the borrower
and hopefully schedule the appointment on the first call. After the scheduling, the appraiser has to get on
their CPU, login on to the company’s website, then update the status of the file. Simple, right?
However, the new way would involves the following scenario: An order is assigned to a vendor
at 9:03 am; he is in his car and receives an automated “push” notification directly to his cell phone
telling him that there is a new order. At that moment, he can accept or decline the order. If he decides
to accept it, a notification is instantly sent to the company from which the order was requested. He
then is presented with a screen that displays the borrower’s contact information. He clicks the phone
number and it calls the borrower, the borrower picks up, he schedules the appointment and then updates
the schedule date and status from his phone. It is now 9:05 am and he continues on with his day. It’s
happening today. ❖
Brian C. Coester is CEO of Coester Appraisal Group, an appraiser-owned appraisal management company that provides
full service, end-to-end valuation services for both commercial and residential properties. Brian is an expert in appraisal
regulations, whether on the federal, state or local level.
7

Tomorrow’s Mortgage Executive

Wish it could be this easy to
keep your eDocuments safe
and compliant? Try SmartSAFEΡ

ĞŽĐƵŵĞŶƚƐŽīĞƌďĞƩĞƌƐĞĐƵƌŝƚǇĨŽƌǇŽƵƌĐůŝĞŶƚ͛Ɛ
ƉƌŝǀĂĐǇ͕ĚƌĂŵĂƟĐĂůůǇĐƵƚĚŽĐƵŵĞŶƚƚƌĂŶƐƉŽƌƚĂƟŽŶ
ĂŶĚƐƚŽƌĂŐĞĐŽƐƚƐ͕ĂŶĚůŽǁĞƌǇŽƵƌƌŝƐŬďǇĞŶƐƵƌŝŶŐ
ĚŽĐƵŵĞŶƚƐĂƌĞĂǀĂŝůĂďůĞǁŚĞƌĞǀĞƌĂŶĚǁŚĞŶĞǀĞƌ
ƚŚĞǇĂƌĞŶĞĞĚĞĚ͘dŚĞĂǁĂƌĚͲǁŝŶŶŝŶŐĞ^ŝŐŶ^ǇƐƚĞŵƐΠ
^ŵĂƌƚ^&ΡĞŶĂďůĞƐǇŽƵƚŽĞůĞĐƚƌŽŶŝĐĂůůǇƐŝŐŶ͕
ƐƚŽƌĞĂŶĚŵĂŶĂŐĞĞŽĐƵŵĞŶƚƐǁŚŝůĞƌĞŵĂŝŶŝŶŐ
ůĞŐĂůůǇĐŽŵƉůŝĂŶƚ͘ǇĂĚĚŝŶŐŽŶĂĚĚŝƟŽŶĂůŵŽĚƵůĞƐ
ƚŽĨŽƌŵƚŚĞ^ŵĂƌƚ^&ΡƵŶĚůĞ͕ǇŽƵƌ^ŵĂƌƚ^&
ĐĂƉĂďŝůŝƟĞƐĂƌĞĞǆƉĂŶĚĞĚƚŽƐƵŝƚǇŽƵƌŽƌŐĂŶŝǌĂƟŽŶ͛Ɛ
ƐƉĞĐŝĮĐƌĞƋƵŝƌĞŵĞŶƚƐ͘ It actually is that easy!

“eSignSystems®
SmartSAFE™ allows
organizations to
seamlessly and
securely manage
the complete
eDocument life-cycle”
~evo

SmartSAFE is Your Bridge to the
Electronic World.

Find Out More Today

1.602.840.1199 | 1.609.297.4038
info@esignsystems.com
www.esignsystems.com
MERS, eRegistry and eDelivery are registered trademarks or trademarks of MERSCORP, Incorporated in the United States.
©2010 eSignSystems. All rights reserved. eSignSystems, SmartSAFE are registered trademarks or trademarks of Wave Systems Corp. in the United States and/or other countries.
A division of wave systems corp.

Recovery Tips - By Dustin Moore

Are
You
Cutting
Corners?
The “Appraiser Shortage”

While short cuts may save you lots of money upfront, in the end that approach
often just leads to some lost opportunities.

Y

ou’ve undoubtedly seen it in mortgage headlines: There’s a shortage of appraisers and that’s
why lenders are facing longer turn times, poor report quality, and higher appraisal fees. If that’s
what you’re hearing from your appraisal management company, it’s time to call another one.
The Appraisal Subcommittee keeps a national registry of all state certified and licensed real estate
appraisers. According to the ASC, the number of licenses has decreased from 121,407 in 2007 to
110,026 in 2010, or by 9%. But according to MBA’s origination numbers, originations are down 58%
from the same period, so the drop in appraisers isn’t correlating to the reduction in their main source of
business. On the contrary, appraisers are hanging in there remarkably well.
As the leading provider of appraisal formfilling software and the owner of the Mercury Network,
the platform that handles 10,000 transactions a day, rest assured that a la mode would be among the
first to know about a shortage of appraisers. Of course, appraisers have seen big challenges with this
economy and regulatory environment. But overall, they’re supplementing their post-boom business
by working with lenders and fair-paying appraisal management companies, and marketing to new
segments like homeowners.
“The supposed shortage of appraisers is a
The truth is, highly qualified, local
misleading claim,” said Jon Tallinger, Vice President
appraisers are ready to complete reports of Class Appraisals Group, a nationwide appraisal
management company at www.ClassAppraisals.com.
for you quickly.
“We rarely encounter any sort of appraiser shortage.
As a matter of fact, we get calls every day from very
qualified appraisers wanting to join our panel and ready to offer extremely fast turn times.”
“Maintaining a very large national panel has allowed us to remain very competitive when it comes
to turn times and coverage,” continued Tallinger. “We are constantly recruiting new appraisers to ensure
we don’t run into any problems like this and have been very successful finding appraisers to deliver the
highest quality reports, with quick turn times. In addition, we’ve found that appraisers enjoy working
with Class Appraisals because we pay very competitive fees.”
“It’s strange to read about the supposed appraiser shortages in the mortgage news,” said Jennifer
Miller, Executive Vice President of Products for a la mode’s Mortgage Solutions Division. “Lenders and
AMCs using Mercury Network for vendor management are backed with 100% nationwide appraisal
coverage. That’s every county in every state. The feedback we’re hearing from our lenders and appraisal
management companies is outstanding. They’re seeing higher quality reports because of our appraiser
desktop reviews, and delivering final appraisal reports to their clients much faster than before since.”
If you’re hearing about an appraiser shortage, check the source. Are they an automated valuation
model (AVM), or some other appraisal alternative provider? They may have a profit motive in creating
the appraiser scarcity myth. Are they a struggling appraisal management company trying to explain
slow turn times and high fees? They may be trying to make you believe it’s an industry-wide problem
instead of their own. The truth is, highly qualified, local appraisers are ready to complete reports for you
quickly. If you’re hearing otherwise, it’s time to shop around. ❖
Dustin Moore is President of a la mode’s Real Estate Solutions Division. Before taking that he held several positions in a
la mode’s sales, marketing, and product departments as well as spending several years in the title industry. Dustin can be
reached at Dustin.Moore@alamode.com.
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Market Pulse

YouPays
Cutting
Social Are
Media
Off Corners?
While short cuts may save you lots of money upfront, in the end that approach
often just leads to some lost opportunities.

M

any in the mortgage industry are intrigued by
social media, but they are confused by it, too.
They doubt the ROI associated with social
media and don’t know how to get started. A new study
called: 2011 SOCIAL MEDIA MARKETING INDUSTRY REPORT: How Marketers Are Using Social Media
to Grow Their Businesses, puts all these doubts to rest.
The executive summary stressed that:
This study surveyed over 3,300 marketers with the
goal of understanding how marketers are using social media to grow and promote their businesses.. Here’s a quick
summary of our primary findings:
Marketers place high value on social media: A significant 90% of marketers indicate that social media is
important for their business.
Measurement and integration are top areas marketers want to master: One-third of all social media
marketers want to know how to monitor and measure the
return on investment (ROI) of social media and integrate
their social media activities.
Social media marketing takes a lot of time: The
majority of marketers (58%) are using social media for
6 hours or more each week, and more than a third (34%)
invest 11 or more hours weekly.
Video marketing on the rise: A significant 77% of
marketers plan on increasing their use of YouTube and
video marketing, making it the top area marketers will invest in for 2011.
Marketers seek to learn more about Facebook and
blogging: 70% of marketers want to learn more about Facebook and 69% want to learn more about blogging.
The top benefits of social media marketing: The
number-one advantage of social media marketing (by
a long shot) is generating more business exposure, as
indicated by 88% of marketers. Increased traffic (72%)
and improved search rankings (62%) were also major
advantages.
The top social media tools: Facebook, Twitter, LinkedIn and blogs were the top four social media tools used by
marketers, in that order. Facebook has eclipsed Twitter to
take the top spot since our 2010 study.
Social media outsourcing underutilized: Only 28%
of businesses are outsourcing some portion of their social
media marketing.
The above summary is merely a taste of what’s in
this report. You’ll find more than 50 charts that visually
convey some of the fascinating findings of this report.
For example, the report looks at which tools are used by
those who invest the most time in social media marketing and the benefits achieved by those who’ve been at
this for years.
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Benefits of Social Media Market

Commonly Used Social Media Tools

SOURCE: 2011 Social Media Marketing Industry Report
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Process Improvement - By Tony Garritano

The Silver Lining
I know we all feel that we are being over-regulated, but there is a net positive to
this new regulation that may be getting overlooked.

L

oan officer compensation is still working itself out. What’s next? Changes to the call reports.
I know, it never ends. Direct from NMLS, here’s what you need to know:
The purpose of the NMLS Mortgage Call Report is to provide timely, comprehensive
and uniform information concerning the financial condition of licensed mortgage companies, their
mortgage loan activities and the production information of their mortgage loan originators. The
objectives of the NMLS Call Reports are as follows:
1. Provide state regulators with the information necessary to replace the unique annual
reports currently required by approximately 38 states and to standardize the financial statement
information required in over 42 states.
2. Provide state regulators with sufficient information to effectively supervise licensees, such
as determining examination schedules, monitoring compliance with state law and requirements
of the SAFE Act (such as holding a surety bond that is reflective of total production volume), and
accurately calculate assessments, where applicable.
3. Provide state regulators with the ability to develop statewide reports on mortgage activity
with the ability to compare across state lines.
4. Provide licensees with the ability to automate the provision and retention of financial
condition and activity data to one or more state regulators in a single, uniform manner.
Enough with the jargon. What does this mean to you? It means that you may have to capture
data that you are not used to capturing. Is that a bad
If this new call report allows you to get a
If this new call report allows you to get thing?
better picture of your business, I’m not sure that’s
such a bad thing.
a better picture of your business, I’m not
Change is never easy. Let me tell you a quick
sure that’s such a bad thing.
story. Just a few months ago my third-grade son told
me that he had the best day of his life. Of course I
was eager to hear what happened. Maybe he got a good grade. Maybe he got a compliment from
his teacher. Nope and nope. Why was he so happy? He has a girlfriend. I immediately thought:
What? He’s only eight years old. But I was supportive. I pretended to be happy for him and we
have adjusted as a family. What’s my point? Things change. Unexpected things come up. Those
who succeed adapt.
And when it comes to new regulation, the mortgage industry has and will continue to adapt
like a pro. As we talk through the new call report changes, I’m sure that you want to know how
you will be impacted.
Here’s how this will play out for you, again direct from NMLS:NMLS proposes to implement
the NMLS Mortgage Call Report according to the following policies:
1. The filing of the NMLS Mortgage Call Report through NMLS to the relevant state regulator(s)
will be executed by the company. A company holding more than one license type in a jurisdiction
is only required to submit one NMLS Mortgage Call Report for that jurisdiction. A company
licensed in multiple states will complete a separate Residential Mortgage Loan Activity Report
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When it comes to new regulation, the mortgage
industry has and will continue
to adapt like a pro.
(Part I) of the NMLS Mortgage Call Report for each state in
which they are licensed.
2. Companies not required to be licensed in a state but
employing state-licensed mortgage loan originators can be
afforded the opportunity by the state regulator to create a
record in NMLS and submit the record to the state through
NMLS in order to complete the mortgage call report on behalf
of their mortgage loan originators.
3. Companies with one or more licenses in any “Approved”
status will be required to file the NMLS Mortgage Call Report
on a quarterly basis.
4. Failure to submit the report within 45 days of the end
of the quarter will result in a deficiency placed on licenses or
registrations held by the company and may result in a state
regulatory action. Such deficiencies will prevent license or
registration renewal.
5. The financial information provided in the NMLS
Mortgage Call Report should be reflective of the licensee’s
mortgage activities. Consolidated financial information
will not be accepted for the NMLS Mortgage Call Report.
Financial information should be reported on a Year-To-Date
(YTD) basis.
6. Companies that, under state laws or regulations, are
required to submit a self-prepared financial statement on an
annual basis as part of maintaining a license or registration may
use the NMLS Mortgage Call Report to meet this requirement.
Companies that are required to submit a Compiled, Reviewed
or Audited financial statement must complete and submit
such financial statements through NMLS in addition to the
NMLS Mortgage Call Report.
7. Companies must submit quarterly residential mortgage
loan activity data that reflects the company’s operations
within a state for each state in which they are licensed or
registered through NMLS. Companies must include all
mortgage origination activity of their licensed mortgage loan
originators on the NMLS Mortgage Call Report. Activity is

to be reported on a Year-To-Date (YTD) basis.
8. All company filings are confidential and will not
be made public by NMLS, but will be available to state
mortgage regulators under the system’s information sharing
architecture.
9. State, regional and national aggregated data is considered
public information and may be made available by NMLS or
state regulators.
10. The NMLS Mortgage Call Report is a uniform form
that will be used by all companies, regardless of a company’s
organizational structure and activities. Companies will only
be required to complete sections and questions that are
relevant to the company’s activities and/or authorities. Those
areas of the form that are not applicable to the company are
not required to be completed.
What I get from this is that they are trying to create a more
consistent report that offers a much more comprehensive
picture. Compliance will certainly require you to call on
your tech vendor for help, but that’s why they’re there. Lean
on them to help you comply and use this new report to give
you better insight into your business. After all, knowledge is
power as they say.
The takeaway for me is that the regulators and governing
bodies are trying to force a more transparent process on the
mortgage space. The fact of the matter is that other industries
are far more regulated as compared to mortgage. We thought
we were exempt. Well, we aren’t anymore. Like me having
to deal with my son and his girlfriend, it’s a new reality. Is it
bad? I don’t know, but it certainly is different.
Personally, I have never been a fan of the status quo. I
always try to champion process improvement when I can,
hence the name of this column.
You can look at this change as the end of the world or
you can use it as an opportunity to improve, adapt, and yes,
to thrive.
It’s your choice. Choose wisely. ❖

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.
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Future Trends - By Roger Gudobba

20 Years Later
Recently I was looking back at some old technology magazines and what I
found might shock you.

A

s I was looking at some old technology-related magazines I came across the cover story for the
March, 1991 issue of Mortgage Banking magazine, which was “Technology: More Systems,
Less Paper”. I thought it would be interesting to review the issue’s feature articles to determine
what we thought was needed for the future and to see what we have accomplished towards those goals
over the past 20 years. Throughout the article you’ll see the headline of the feature article, an excerpt
from that article and my comments today reflecting on how far, or not, that we’ve come. Here we go:

The Great Industry Data Bank

The large secondary market agencies probably have a better view of the extent of automation in the
mortgage business than just about anybody. They deal on a regular basis with thousands of sellers/
servicers who boast widely varying degrees of
automation in their operations. At HUD, Freddie Mac
You need to analyze your overall
and Fannie Mae technology is being used to make the
most of vast amounts of lender data being collected.
process from top to bottom with the
Efforts are also underway to permanently replace paper
in the scheme of things.
thought that simple improvements may
Secondary market agencies deal every day with
not be enough.
the stratification between the technology “haves” and
“have-nots”. If there is one thing technology brought
to the mortgage industry, it’s the ability to collect millions of items of individual data about borrowers,
lenders and loans. Part of what is hampering the transmission of data electronically is a lack of uniform
standards. No one seems to be able to agree on the correct format and content for electronic data
transmission throughout the mortgage banking industry. Unfortunately, the data knife has a doubleedged blade. The better the agencies become at manipulating data, the more they may be tempted
to use it to closely scrutinize everything a lender does. Complaints from lenders were that they feel
publicizing such information is like forcing them to publicize trade secrets.
My thoughts: Communication between two parties works best when they speak the same language.
Otherwise, something is usually missed or lost in the translation. Back then there were silos of
information within an organization. The origination, loan administration and secondary were mostly
independently managed by disparate systems. There was a strong need for developing standards. In
my opinion the reluctance to share information and move towards a common standard was very selfserving for the lenders and agencies. This proved to be very short-sighted for the industry.
The article goes on to claim that most data processing is concentrated first on the areas of need- what
can’t be done without it. So the loan administration area is always the first to be automated, followed
by secondary market. The origination side is just beginning to have its technology needs fulfilled. The
lack of staying power, leadership and standardization has worked against some software producers in
their attempts to create links between secondary, servicing and origination programs.
My thoughts: Many of the top lenders spent literally millions of dollars searching for a technology
solution. Some tried to develop internal systems, some acquired existing solutions and others relied
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“We never worry about changes,
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we’re protected from noncompliance
because we use OASIS.”
--- Kevin Marconi
United Fidelity Funding






on the technology vendor for their operation. In reality most led to an increase in foreclosures. Part of this change was due to
of these had limited success. Today some of these lenders and increased emphasis on volume by originators, which led to poor
loan quality. S&P Credit Review stated: “Lax underwriting and
vendors are no longer in business.
Back to Mortgage Banking magazine: Additionally, the inadequate pricing led to this financial crisis”
My thoughts: We had a falling housing market,
agencies and some of the sophisticated mortgage banking
firms started taking advantage of imaging technology in their foreclosures, exotic loan products, inadequate product
operations. The Freddie Mac pilot project incorporates the pricing, lax underwriting. Does any of this sound familiar?
use of scanning technology where the computer examines History has shown the mortgage industry to be very
images of documents and checks for certain pieces of cyclical in nature. When will we learn from our mistakes?
data. Mark Fleming stated “It’s smart enough to look for The article notes that going forward, the major mortgage insurers
a space where a signature or endorsement has to exist and are all investing heavily in technology. The balance they are
striving for is improved customer
see that there’s nothing there and
service and improved underwriting to
immediately flag that”. At Fannie
I believe we
provide competitive pricing. They’ve
Mae, they’re looking at a variety
got their sights set on gaining a
of things, primarily putting more
have made more
competitive edge down a path that
effort into the MORNET system,
progress in the
promises faster service and better risk
but also at scanning and optical disk
assessment. Plans call for electronic
technologies. The corporation sees
last few years
access and storage of documents,
a potential for artificial intelligence
as the industry
leveraging
artificial
intelligence
in underwriting. “We’re looking
in the development of automated
at experimenting with it, but not
is more well
underwriting standards and setting
aggressively and nothing near-term
is likely to come about” said Fannie positioned to embrace data standards based on Electronic
Data Interchange (EDI).
Mae Senior Vice President and
technology than
My thoughts: The EDI architecture
Chief Information Officer William
was
composed of fixed length records
Kelvie.
ever before.
with fixed space for data elements.
The Editor, Janet Reilly Hewitt,
Changing or modifying record layouts
stated in her commentary “As the
article reflects, there is still a lot of paper out there – no threat was a very time consuming and labor intensive process. The MI
to Federal Express is emerging yet from this industry. But then companies worked collaboratively and their EDI work was very
useful in the development of MISMO standards some 10 years
again, change is rarely delivered overnight”.
My thoughts: The sad part is that this is still mostly true some later. However, it took the better part of the next 10 years to fully
evolve into an industry standard.
20 years later.
The MI Technology Race (Private Mortgage Insurers)

My Takeaway

This article says MI profits during the 1970’s were healthy.
Widespread “high appreciation” kept homes virtually assured
of not going into foreclosure. Underwriters had less than a 2
percent rejection ratio. Some MI companies did not even have a
claims department. But in the mid 1980’s, forces changing the
mortgage business began eroding MI companies’ profits. High
claims generated from the introduction of teaser-rate ARM’s and
other creative products, coupled with a severe housing recession

What do I take away from this experience going down memory
lane? Organizations have to approach their technology
investments very carefully. We tend to be very reactive in
this industry rather than proactive. You need to analyze your
overall process from top to bottom with the thought that simple
improvements may not be enough. Is there a better way? Think
outside the box. Technology is the easy part; it’s the cultural
change that’s hard. ❖

Roger Gudobba has over 20 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 datadriven approach to mortgage. Roger can be reached via e-mail at rgudobba@compliancesystems.com.
19

Tomorrow’s Mortgage Executive

MORTGAGE-CENTRIC

BUSINESS
INTELLIGENCE
INSIGHT

1

2

:: Automate manual processes
:: Refine operational efficiencies
:: Risk mitigation and compliance

:: One version of the truth
:: What gets measured gets results
:: Actionable business intelligence

CONTINUOUS IMPROVEMENT
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SIMPLIFIED BUSINESS

:: Align employees, executives and goals
:: Constant process evolution
:: Maximize profits and opportunities

:: Proactive and focused business
:: Performance-based environment
:: Sustainable competitive advantage

Mortgage Technology magazine
2009 and 2010 Top 50 Service Provider

motivitysolutions.com

simplify@motivitysolutions.com

800.411.5541

Business Strategies - By Michael Hammond

A Trend To Watch
While concepts like the full electronic mortgage continues to take time to get
mainstream adoption, this technology trend is catching on in no time.

W

e’ve heard the pundits talk about electronic mortgage adoption for years. They all say it’ll be
mainstream in five years. Well, they started saying that over 10 years ago. The fact is, that
e-mortgages are happening and I personally think that if there were more of them, maybe
some of the problems that the industry faces today would be mute points. Why do I bring this up? It’s
an example of how the mortgage industry is seemingly slow to adopt new technologies. That’s why I
was surprised to see how fast mobile technology has caught on. Even the mortgage industry can’t help
but adopt this technology.
In fact, I was reading a report called “The Mobile Marketing Playbook” recently, that just
reaffirmed the importance of using mobile technology as a marketing tool to get a competitive
edge. That report detailed the top ten reasons why mobile matters right now. The report illustrates
why companies need a comprehensive mobile roadmap as part of their integrated marketing and
communications plan to take full advantage of the exciting opportunities ahead. Here are their ten
points followed by my thoughts on how they apply to our business:
1. Your customers most likely own and use mobile
devices.
Market research firm comScore reports that as
I was surprised to see how fast mobile
of May 2010, 234 million Americans age 13 and older
technology has caught on. Even the
are mobile subscribers. That’s more than 90% of the
U.S. population.
mortgage industry can’t help but
Personally, as I was walking the halls at a recent
mortgage
industry trade show, I was amazed to see how
adopt it.
many executives had an iPad. It was almost a badge of
honor. They say that the mortgage industry is slow to adopt new technology, well I guess mobile is the
exception to that rule.
2. Mobile data usage keeps rising, with Americans especially fond of texting. Nearly two-thirds
(65%) of mobile subscribers text, according to comScore, while the Pew Internet & American Life
Project reports teens 12 to 17 communicate daily with texting more than through any other channel –
including talking face-to-face or on the phone.
Why is texting important? It gives you a more direct way to market. Texts are more personal and
you want to appeal to borrowers in a very personal way to get their attention. You need to relate.
3. Mobile Internet usage is taking off, making it easier and imperative for marketers to connect
mobile with their digital marketing programs. eMarketer reports that there are over 85 million U.S.
mobile Internet users, and about half of mobile phone users will use the mobile Internet within a few
years.
Doubting that mobile is booming is like doubting that the sky is blue. We all know it’s true. The
question is: How do you take advantage of mobile to gain success? How do your products or services
apply to mobile?
4. Smartphone penetration is increasing to the point where brand marketers can deliver rich
experiences through pocket-sized devices. Nielsen reports that within a year, smartphone adoption
will roughly match adoption of feature phones (the more basic, functional phones with limited
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deep engagement, minimal ad clutter and
web and app capabilities).
Mobile isn’t
new and constantly evolving advertising
By now we all have a smartphone, so
experiences. Dynamic Logic found that
why not use that fact to help you get the
going away.
its mobile MarketNorms across various
deal? Reading up on mobile marketing is
In fact there are
brand metrics consistently surpassed
a must. But don’t just read about it, act on
online norms.
what you read. Try to reach clients in a
new ways to
Don’t you want people to know and
new and creative way.
use mobile
trust your brand? Of course you do.
5. Smartphone competition is expanMobile marketing is another way to get
ding the audience that can access rich
popping up
your brand out there in a very controlled
content. Mobile ad network AdMob noted
way. You decide what you want to push
U.S. ad impressions on Google’s Android
all the time.
out to the mobile user and you decide
operating system reached 46% of the total in
March, compared to 39% for the iPhone operating system, marking how you want to talk about your brand.
8. Mobile marketing matters in any vertical, with any goal. A
the first time Android surpassed the iPhone. Also consider Myxer,
which has served 34 million consumers 1.3 billion downloads of consumer packaged goods marketer can use mobile display and
free mobile content. Skewing toward a younger audience, it has video ads for consideration. Retailers can similarly use mobile
seen a disproportionate share of downloads and traffic coming in different ways, whether they’re trying to drive consumers to
from BlackBerry devices. BlackBerry has proved especially the store or launch a new product line. InsightExpress further
popular with this demographic in large part thanks to the interest quantified some of these effects, showing strong performance
across brand metrics for marketers in six vertical industries.
in BlackBerry Messenger (BBM), its instant messenger service.
It’s important to note that you’re not always marketing for
Your mobile device is your tool. It’s something you use to
make your life easier. Because it’s not necessarily something new clients. Maybe you’re looking for an integration partner in a
you need, but rather something that you want, you are more certain area or maybe you’re trying to make your company more
likely to fool around with and see what it can do. So, if someone attractive to VCs to position for a sale. The great thing about
does mobile marketing well, it stands to reason that the results mobile is that the sky is the limit.
9. Mobile marketing is more than just a single marketing
will follow.
6. Mobile is designed to be the most integrated marketing channel. Consider online marketing, where search, video
medium the world has ever known. Along with the integration and social media are all very different disciplines. The same
of the various channels within mobile, to be most effective is true of mobile, and these various forms tend to intersect.
mobile should integrate with as many other kinds of media as Coupons can be delivered via text messages that link to mobile
are included in a campaign or program, including online, TV, barcodes. Mobile display ads often promote applications.
radio, print and out of home. Mobile devices are always on and Mobile social marketing programs can include video and
accessed everywhere, and the portability alone makes mobile mobile search, and tend to run in conjunction with a range of
unlike any other form of media. Mobile marketing has near other promotions.
10. The twenty-first century is the century of mobile. The
limitless potential to contribute to and build on other marketing
“year of mobile” phrase is played out, but it has been true for
programs.
Certainly you still need to do traditional marketing. As we some time now. The International Telecommunication Union
all know vendors like to compete based on new features and wrote in its 1999 Annual Report, “If 1999 was the year of the
functionality. I would argue that’s not effective, but what is Internet, it was also the year of mobile cellular.” Since then, there
effective is being different and speaking to a business need. If have been several milestones as the number of text messages
you think about it, mobile marketing allows you to do both of sent annually rises well into the trillions and mobile ad spending
nears the billion-dollar mark.
those things, and very well.
Mobile isn’t going away. Do you want to be left behind? ❖
7. Mobile is great for branding thanks to several factors:
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.
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hether you are a pessimist and expect the mortgage market to shrink
by nearly half, (http://www.reuters.com/article/2011/01/26/usahousing-mortgages-idUSN2613920620110126), or an optimist and anticipate
an expansion (HSH.com - http://articles.moneycentral.msn.com/Banking/
HomeFinancing/8-keys-to-2011s-mortgage-market.aspx) to occur, there
is nearly universal consensus amongst the mortgage professional
community-- across all functions and organizations -- that business
as usual must in fact, change.
But how to innovate in an economic and regulatory
environment that is still in flux, and within an industry
where solution providers on the servicing side do not
communicate and coordinate with organizations on
the origination side, and whose organizations are
structured around deeply ingrained silos and
roles? This article proposes six strategies and
some potential best practices for getting to
this new and improved state of mortgage
industry affairs. Strategies and
concepts that are not necessarily
new to the mortgage community,
when taken into context with

By Dain Ehring and Kristina J. Yee
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the explosion of innovation occurring
now in Silicon Valley in the areas of
cloud computing, virtualization and social networking, could provide insight
into the development of an improved
structure for doing business. Highly inter-connected networks that cross functions and share infrastructure are becoming the norm and what that means for
mortgage and mortgage service companies is the ability to easily access and
share fine-grained information across the
organization and between all the entities
that touch a mortgage, and to do so in
real-time.
Instill Consumer Advocacy

You need to treat the mortgage holder
like you would someone with unsecured
debt. The emergence of the Consumer
Financial Protection Bureau, along with
the continual flow of bad press being
given to those in the industry for infractions and perceived immoralities large
and small against the consumer, places
increasing pressure on the largest tier of
lenders to take a more proactive stance
towards doing right by their customers.
A common thread in consumer complaints against mortgage lenders and
servicers is the borrower’s inability to
reach an empowered individual who is
knowledgeable about their case, as well
as perceived rudeness, disorganization
and mistreatment towards the borrower
when they do manage to reach someone
to talk to. Now why is this? Since the
mortgage is secured by a valuable asset,
the banks treat the borrower as a debtor rather than as a customer‑that is, the

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

bank is doing the borrower a favor as opposed to the credit card model in which
the customer is continually served well
and courted because the idea is to enable
the consumer to continue to pay down
the debt without defaulting, and to keep
intact the bank’s positive relationship
with the customer. Contrast this with the
shoddy treatment of the mortgage borrower trying to modify their loans and
otherwise work with the banks and it’s
no wonder that borrowers do not have a
positive impression of their banks/servicers, much less feel enough loyalty to
purchase other products that the financial
institution may offer.
How can the mortgage side achieve
the same inroads as the credit card side?
Create a centralized customer service
center and model the representatives/
sales reps with the same empowerment
that a credit card “specialist” at the call
center has. Imagine this – it could even
be one and the same system, with higher
skilled representatives, with even private
bankers on the other line depending on
where a call in should be routed, the way
airlines have dedicated lines for their
elite frequent fliers.
How to achieve this? Build a cloud
platform that parallels the existing loan
data warehouse, or use a cloud computing-based module to connect information
and services to the loan servicer, and that
also feeds back to the mortgage owner.
In this way, you can get around legacy
system technology issues and business
silos by creating a new tool that can be
used by any part of the organization or
extended network of service providers.

Dain Ehring’s background bridges the technology and business worlds.
Before founding Dorado, Mr. Ehring was Director of Sales Development
for JavaSoft, Sun Microsystems’ Internet company, reporting into Eric
Schmidt. Prior to joining JavaSoft, he was Vice President of Worldwide
Sales and Service at Lighthouse Design Ltd., an applications software
company where he served on the executive management team tasked
with developing the strategy for and negotiating a successful acquisition by Sun. Mr. Ehring
has also held a variety of senior management roles at NeXT Computers, a Steve Jobs company,
IBM, and Unisys.
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Increase Product Diversity

With most banks sticking to vanilla
loans these days, and borrower credit
scores only making small gains in the
past year, the outlook on mortgage product diversity is not positive. However,
this is precisely the time to gain market
share through offering unique products
that others in the marketplace have been
loathe to touch, and to work with special
groups such as the underserved. Take
for example Sterling Bank & Trust out
of Michigan. Formerly one of five banks
in the San Francisco Bay Area to offer
Tenants-in-Common (TIC) fractional
loans, they are now the only game in
town and the rate of TIC sales has held
steady. Banks can still offer variety while
managing risk by not only having higher lending standards, but also by using
predictive analytics to determine a borrower’s ability and proclivity to repay.
Again, looking at the credit card model,
certain borrower populations, say the
graduates of an Ivy League school for
example, exhibit significantly lower default rates than the general population.
This fact is taken into account by certain
banks to offer them more favorable features and rates.
Broaden Lending Criteria

There is already so much data in a loan
file that the concept of increasing its
complexity and volume would seem
counterintuitive. However, new advances in systems integration with at least the
largest lenders is making it possible to
incorporate more data and analytics into
the decisioning process. And this paves
the way for the broadening of lending
criteria with the purpose of approving
more borrowers without unduly increasing risk.
Spend More

on

Systems & Services

Entrenchment of IT interests facilitated
by the deep budgets of the past has created a mentality where “build” is still
considered a viable alternative, the argument being that the bank itself knows
best what it needs, whereas outside sys-

Do You Know How to Cut Through the
Challenges LimiƟng Your Business?

If you listened to Lykken on Lending, you would!
Lykken on Lending is a weekly, 60-minute radio program hosted by David Lykken –
mortgage veteran of 37 years, along with regular guests Alice Alvey – President of
Mortgage-U.com, Joe Farr – of MBSquoteline.com and Andy Schell - Managing Partner
of MBS.
Covering Topics from Main Street
to Wall Street and Capitol Hill
Listen LIVE Coast to Coast
Mondays at 1:00pm Eastern/10:00am Pacic,
or dial in and listen at (646) 716-4972
Download the Podcasts
of previous episodes any Ɵme at
hƩp://www.LykkenOnLending.com

Presented by:

Mortgage Banking SoluƟons Can Help You With:

Repurchase Support
• Repurchase Strategy
• Step-By-Step Support
• Contract Review

Mergers & AcquisiƟons
• Buy, Sell or Hold
• Company ValuaƟon
• Due Diligence

OperaƟonal Reviews
• Best PracƟces Assessment
• ProducƟvity & Protability
• Warehouse Lending Audits

Strategic DirecƟon
• Loan ProducƟon Strategies
• MarkeƟng / Social Media
• Business /Growth Strategies
• Branch Expansion

Bank-Owned Mtg OperaƟons
Financial Strategies
• LO CompensaƟon Strategies
• Create/Expand Mtg Plaƞorm
• Strategies to Increase Capital
• Cross-Sale/Customer RetenƟon
• Hedge Model ValidaƟon
• Regulatory Compliance/Audits
• AccounƟng/Bookkeeping Support

hƩp://www.mbs-team.com · (512) 977-9900 · sales@mbs-team.com

Think Like

an Investor

Astoundingly, major banks are today still
failing to weed out errors and are originating non-compliant loans. An internal
review by Freddie Mac was reported by
27
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Bloomberg to find banks still selling
mortgages that violate quality standards,
with as much as a fifteen percent of the
performing loans containing flaws such
as missing appraisals or insurance documents or income miscalculations‑significantly higher than the acceptable rate for
defects which is about 5 percent according to Tim Rood, a former executive with
Freddie’s sister agency, Fannie Mae, and
now managing director at Washingtonbased advisory firm Collingwood Group
LLC. Obviously the awareness of the
need for higher quality originations on
top of increasing investor activism and
pain of repurchase are collectively not
enough to engender improvement. It is
apparent that without the tools to innovate‑reforms in culture, leadership mandates, technological systems and busi-

“

ment that specifically defines what Quality means to the organization. Broker
and other production personnel compensation should be based on quality scores
as well as volume produced.
It is equally important to provide employees with the resources and knowledge that they need to promote quality
– this is where a centralized (as opposed
to linear) electronic workflow and data
repository system works well. Within the
limits of their role, employees should be
able to access borrower information for
at least as long as they hold a loan with
the organization. Even more remarkable
would be the ability for financial institutions to share information about the borrower in certain cases.
Underlying the above recommendations is the concept of maximizing the

The not so well kept secret, however, is that
current systems‑whether outsourced or built
in-house, are at or nearing the end of their
useful life.

“

tems require so much customization as
to make them economically unfeasible.
And concerns over the perceived loss
of control with cloud systems, or the
flawed belief that software as a service
cannot be used for core operations has
hampered receptiveness in the mortgage
industry towards the new technologies
that companies in other industries have
already embraced.
The not so well kept secret, however, is that current systems‑whether
outsourced or built in-house, are at or
nearing the end of their useful life and
any number of environmental factors‑additional legislation, etc. could cause a
critical component of the system to come
down. But regardless of whether build or
buy is the better technological or business solution in theory, the most practical solution when you are about to go off
a cliff is the one that is proven to work
and that can be implemented quickly.
And there’s nothing, particularly at high
volumes, that can be installed as fast as a
software as a service system. The system
is already built, tested and proven to be
working well at banks large and small.
Moreover, the level of skill and enterprise systems knowledge at the provider
is likely as great, if not greater, than the
collective knowledge and skill set of the
banks internal staff, empowering the IT
team to focus on strategic rather than
troubleshooting issues.
As a corollary, banks have responded to higher regulatory demands and requests for loan mods and other changes
by hiring more people to respond manually to emerging problems and work
load because they do not have the underlying flexibility in their hard-coded
systems to enable fluid changes. And
this move away from automation and
uniform business practices increases the
potential for case handling errors.

ness processes‑institutions are unable to
pull themselves out of the mire.
Operate your originations as you would
from an investors point of view‑with a focus on quality. And not only meeting new
Loan Quality Initiative requirements, but
exceeding them will further insure against
repurchases by integrating more frequent
data checks and more integrating third
party checks. This can be done by creating an electronic exchange of services that
keeps the costs of ingesting these services
down while reducing risk.
Make Quality

a

Guiding Principle

Producing quality loans has a direct effect on the bottom line by lowering repurchase figures, yet quality is managed
in silos across departments and service
providers, with no guiding oversight or
systemic employee-level repercussions
for quality data files not produced. If it
must act independently, mortgage operations should have a quality mission state-

true valuation of an institutions mortgage operations. What is the revenue
output minus actual repurchases minus
the legal and operational costs of reviewing and negotiating each contested loan
file, minus the cost of internal review and
original production costs, minus potential liabilities in the form of systems that
need to be replaced in the next 5 years on
top of compliance violation fees?
This article would argue that some
of the banks with the greatest revenue
and volume may actually have the lowest valuations in terms of liabilities both
disclosed and undisclosed, creating a
scenario in which only those banks that
innovate will thrive as their competitors
struggle to survive. Consider:
Mortgage repurchases skyrocketed
from $7.34 billion in 2008 to 30.87 billion in 2009, according to Inside Mortgage Finance.
The guesses on the bank private-label
securities losses range from as low as $23

billion to worst-case scenario estimates of
$180 billion. “Big banks could ultimately
lose $134 billion if mortgage securities
are put back to them”, according to Compass Point Research & Trading.
Total potential losses for the top
tier banks according to Branch Hill and
Compass Point LLC have ranged up to
the double digit billions, which would
wipe out a substantial amount of the
banks’ capital.
Emerging GSE and other investor
agreements are causing analysts to lower
their estimates on the stock prices of certain banks.
Justin Vedder, the senior vice president of risk management services at the
insurance brokerage Arthur J. Gallagher
& Co.: In his observation, lenders are unable to rebut about one-third of the GSEs’
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Kristina J. Yee is Sr. Director of Marketing & Communications for CoreLogic
Dorado, handling market research and business trend analysis for this
leading provider of enterprise cloud computing solutions and architecture to
the mortgage industry. She has previously held consulting and/or strategic
management roles at other financial service organizations including
LoanPerformance (acquired by CoreLogic), Vantra Group, 1view Network
(Digital Insight) and Visa, and served as Account Supervisor for the creation and launch of #3
internet bank Wingspanbank.com (acquired by Bank One). Ms. Yee has served as co-chair of the
Technology Vendor committee of the Financial Services Technology Consortium.

claims. Another third are ultimately fixable if the lender provides documentation,
and the rest the parties can never agree on
(source: American Banker)
As we approach the second quarter
of 2011, the need for mortgage business
innovation is only increasingly, with
some organizations significantly more

agile than the rest, independent of their
current market share or organizational
size. But rest assured, the sea changes
that some organizations in the industry
are enacting are well underway, and the
mortgage landscape by the end of 2011
will be vastly different from the one that
exists today. ❖
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Not surprisingly, therefore, there’s
a plethora of choices out there vying
for your attention. Confusing, isn’t it,
especially when there appears to be no
generally accepted definition of CRM
in the first place? Nor do I detect any
clear consensus about the benefits it’s
supposed to deliver.
The trouble is that CRM is a broad
categorization of marketing software–
representing around $10 billion in 2010
annual revenue, not including related
professional services –that encompasses
solutions or bundles of solutions ranging
from the almost inconsequential to the
complex and expensive. What’s more,
the CRM world is in flux.
Passive, rudimentary approaches are
rapidly losing validity and being replaced
by a new generation of intelligent
solutions.
We can probably agree that one
fundamental purpose of any CRM is
to manage and strengthen key business

“

are truly “new generation” technologies
that incorporate concepts such as data
repositories, multi-faceted analytics and
rules-driven reasoning.
These advanced solutions cohesively
and intelligently knit together marketing
strategy, automated execution and
performance tracking across the
enterprise.
Bearing all of this in mind, it’s evident
that you must be diligent in your evaluation
of alternative CRM systems. Most are
still sales-centric, requiring a good deal
of user intervention to deliver even basic
benefit. We know that technology can do
much better than this.
We also know that your chosen CRM
must be sensitive to the fact that you
are operating in a stringently regulated
environment.
So I suggest below ten key questions
you need to ask about any CRM system.
Actually I will describe ten key factors.
When you are evaluating a CRM, the

One fundamental purpose of any CRM is
to manage and strengthen key business
relationships, including prospects, customers
and referral partners.

“

relationships, including prospects,
customers and referral partners.
Consequentially this boosts sales
people’s productivity by ensuring that
they spend their time and energy to
the best possible effect: generating and
qualifying leads, converting prospects
into clients, retaining them and
maximizing their value through repeat
business and referrals.
We can probably also agree that an
important indirect purpose of a CRM is
to support the recruitment and retention
of top producing originators by providing
them with a system that guarantees high
levels of personal productivity.
Beyond these basic purposes,
however, we encounter a variety of
CRM approaches. Only a relative few
31

Tomorrow’s Mortgage Executive

same question should then be applied to
each factor: how (or how well) does the
system handle this?
Compliance

The tentacles of regulation are reaching
into all aspects of the mortgage business these days, not least the marketing
side. For example, communications with
prospects, customers and even referral partners should include the sender’s
relevant licensing information and legal
disclaimers. In addition, they must respect numerous legal requirements related to data privacy, including “do not
call”, etc. And in the case of email communication the recipient must be given
an “unsubscribe” option.
What you are looking for in a CRM is

that these and other compliance issues are
handled by the system and do not rely on
human intelligence. Only then can management be assured that the company’s
brand and its products are always correctly
and compliantly represented in the marketplace. Importantly, your chosen CRM
needs to do this without inhibiting genuine
creativity and individual initiative.
Control

The days are gone when a mortgage
company could let Loan Officers loose
“to do their own marketing”. In the new
environment this is simply too dangerous. Management must have oversight
of the messages being put out into the
marketplace and of other variable communication content, such as graphics
and other design features. Compliance
is one thing, but professionalism and
adherence to corporate brand standards
must also be assured.
Your CRM solution needs to provide
levels of control that serve these purposes.
It should do this first by means of a “permissions” capability whereby different
classes of user are allowed or denied access to areas of the system. It should also
require prior authorization of specified
user actions and provide real-time alerts
when defined standards are breached, together with a comprehensive audit trail.
Accountability

In the end it’s all about results. Management needs meaningful measurements
of the performance of regions, branches
and individuals throughout the corporate
hierarchy. This means that built-in tracking and reporting is fundamental to your
choice of CRM.
The cost-effectiveness of specific campaigns and communications programs is
another dimension of accountability. Yet
another is measurement of the ROI being
achieved from your sources of business.
For example, what value are you and/or
your originators getting from the money
spent with Realtors and other referral partners? Knowing this allows everyone to
make sensible plans for future marketing.

A CRM does what a CRM does–but
ultimately it’s only one component of
a broader requirement to drive business success with maximum efficiency. For this reason you need to be sure
that your chosen system seamlessly
integrates with equally powerful applications providing complementary
functionality–for example: your loan
origination system, pricing engine, risk
analysis solution, etc.
Remember also that a CRM–like any
other system‑is only as good as the data
that populates it. The more data‑and
the better the quality of the data‑the
more effective your marketing will be,
in terms of both messaging relevance
and audience targeting. The ability of
your chosen CRM to easily integrate

with multiple third-party data sources is
therefore highly significant.
Co-ordination

Marketing is an enterprise-wide
process that requires the involvement of

“

a co-ordinated and collaborative way
inside the system.
This will deliver not only better and
faster marketing, it will also ensure the
smartest possible use of the company’s
human resources.

The tentacles of regulation are reaching into
all aspects of the mortgage business these
days, not least the marketing side.

numerous players – including corporate
executives,
business
strategists,
brand managers, creative teams, loan
originators, and not forgetting legal and
compliance people. Your CRM solution
needs to allow all of these players to
focus on what each does best, but in

“

Integration

Automation

The more a system is able to deliver
meaningful benefit “hands free” –
or at least with minimum human
intervention – the more likely it is to
be adopted and utilized. Your chosen
CRM needs to achieve this by means

ASSET PRESERVATION
Make the Leap
to Stronger Results
Five Brothers’ nationwide ﬁeld services and advanced technology
take you further at every phase of the asset preservation cycle – from
property preservation and inspections to REO management and valuation
services. Higher asset values, lower costs. Make the leap with Five Brothers.
Experience the Five Brothers difference… stronger results from the ground up.™
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of a mortgage-specific rules engine
that converts silos of static data into
actionable intelligence. Much of the
user’s thinking is then done for them
– manifested as alerts both to sales
opportunities and to mechanisms that
address the opportunities – enabling
quick and effective action to drive
referrals, repeat sales and cross-sales.
Content

At the heart of all good marketing lies
effective communications content:
materials of various types that can be
delivered via print and electronic media.
These materials include campaign
activities–letters, postcards, newsletters,
etc–as well as sales collateral brochures,
flyers, posters, etc. Access to such
content within the application is therefore
fundamental to any CRM
But these days you should expect
more than access to materials that have
been created by the CRM provider.
Your chosen CRM needs to incorporate
easy-to-use tools that enable permitted
users, with appropriate authorization, to
create marketing content for themselves
or on the company’s behalf. The system
should also provide tools for storing
and managing this content in custom
libraries such that all users have easy
access to professional, personalized and
pre-approved materials.
Execution

As outlined above, effective marketing
begins with identifying opportunities.
Then we need access to suitable
mechanisms to address the opportunities.
But none of this matters unless we can
execute quickly and securely. Windows
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of opportunity open and close so
quickly these days. Rapid response to
shifts in market conditions–such as
changes in interest rates or loan limits–is
absolutely essential, with relevant sales
messages delivered to precisely targeted
audiences.
Your chosen CRM therefore needs
fully integrated production and fulfillment
capability, ensuring total security as
well as maximum speed to market.
What’s more, marketing activity must be
executable at all levels of the organization.
Simply leaving it to your loan originators
distracts them from what they do best:
originate loans.
Customization

Much of what has been outlined already
in this brief article points in one form or
another towards customization of your
chosen CRM. For example, there’s the
role of “permissions” in allowing or
denying access to areas of the system.
More significantly, you need the ability
to create and manage libraries of preapproved marketing content. In addition,
the layout and design of the user interface
should reflect your company and its
people: this is your site, not the CRM
provider’s.
Ease-of-Use

Database management, content creation,
campaign execution, results tracking…
every component of your chosen CRM
must be easy to access and easy to
use. It’s fundamental, therefore, that
the system comes as a “Software as a
Service” (SaaS) application, providing
online availability around the clock via
any web browser. Since SaaS solutions

Stephen Margrett is CEO of The Turning Point, Inc. The company’s flagship
product is MACH3, a mortgage-specific CRM and automated marketing
engine. With a master’s degree in consumer behavior from the University of
Minnesota, Stephen has been in the field of relationship marketing for more
than 25 years. In 1986, he created Europe’s first full-service, data-driven
marketing agency and managed it until the mid-1990s, when he moved to
the United States. He can be reached via e-mail at stephen.margrett@turningpoint.com.
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host your database as well as the CRM
functionality, they have the added benefit
of minimizing up-front cost and ensuring
rapid adoption.
In Conclusion …

Your CRM solution can–and needs to–
go far beyond the limited traditional
concept. The right choice will become
a core technology that, along with
others, builds business value through
sustained revenue growth, efficient
resource allocation and managed risk
mitigation.
Many traditional CRM offerings
are “sales-centric”, providing their users with what resembles a functionally
unorganized and non-automated toolbox to help them perform specific tasks.
What’s more these systems are typically
built around an underlying specialty of
the provider –for example: contact management, digital print, data aggregation,
lead generation, database management,
web-based creative tools, mail-merge
campaign execution, executive dashboards or other reporting functionality.
Generally overlooked are management
needs for control, organizational accountability and adherence to increasingly stringent compliance demands.
These historical solutions were once
adequate within their particular field of
excellence, but they have lost their value
in a time of rapidly changing business requirements. Only the “new generation”
CRM solutions put the above components
together in a unified platform capable of
meeting today’s needs and tomorrow’s
challenges. These new generation solutions deliver wide-ranging functional
capabilities enhanced with superior technology delivery: data collection, database
management, content copy and design,
campaign execution, production and fulfillment, compliance capability, results
tracking and performance analysis. They
also deliver an array of multi-organizational dimensions, integrating the roles of
all key players in the marketing process
from senior management to individual
sales reps. ❖

By Barbara Perino & Rebecca Walzak

Female
Leadership?
Research shows that women still have to make
some in roads to become a majority in the
mortgage technology space.
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hile attending the recent technology
conference we glanced around the room
and were amazed at the seemingly
small number of women in attendance. There
was no doubt that the individuals there were
some of the best and brightest in mortgage
related technology, but did this absence of
women mean anything at all. Of course these
thoughts raised the question, is this typical or
does this number actually reflect the number
of women executives in mortgage technology?
And if that is the case, is this consistent with
other industries or are mortgage technology
companies just hiring less women or are
women in the technology industry staying
away from the mortgage business? Finally we
asked, what impact, if any, does this have on
the industry’s ability to make progress in the
lending environment.
Tomorrow’s Mortgage Executive
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The Technology Field

In conducting our research into this situation we found that The Department of
Labor has studied the “high tech” field,
which it defined as industries, occupations and products in which cutting-edge,
state of the art technologies are used.
Their study found that women comprised approximately 26% of the Computer &Mathematical positions in these
fields and that approximately 30% of
the Computer and Information Systems
managers are women. The other four
fields they studied, Engineering Technicians, Electrical & Electronic Engineers,
Computer Hardware Engineers and Engineering Managers were predominately
comprised of men.
In fact, the study also shows that
less than 10% of Engineering Managers were women. Further, research into
this area also found that many women
in the fieldare aware of these facts and
believe they are significantly underrepresented in management. A listing
ofThe Most Influential Women in Technology published at Fast Company.com
stated that “…women in tech remain at
a distinct disadvantage by any metric:
average salary, top-management representation and board memberships…” In
May 2007, Women in Technology International published a survey of 2,000
working women, about half of whom
reported gender-based workplace inequality or said their opinions were less
respected or sought out than those of
male counterparts.
We wanted to find out if women working in fields other than mortgage banking
would echo these sentiments. One woman
we spoke to, who has been in the technol-
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ogy field for most of her career, commented on her experiences in working in technology. When she graduated from college
with a degree in marketing, jobs for women were most likely to come through parental contacts. Technology was a male
business and so she went to work in a
man’s suit and tie with her hair pulled
back. Within her career she was the first
female manager in the company where
she is still employed and has worked in
every department within her organization. And although she has seen a large
improvement over those early days,
women are still the minority in the industry. For women entering business
today, she expressed from her view that
things have not changed that much for
women. You need to be dressed conservatively, be low keyand understated and
you will have to prove yourself in the
company. But she also shared that the
technology industry today can be a fun
experience. Google, Facebook, Cisco
are examples of companies who value
a fun culture.
A recent video on ZDNet of the Always On Summit at Stanford University
also discussed the role women play in
the field of technology. The women who
spoke on this panel presented a diverse
collection of thoughts around the role
women are playing in the technology
field. One stated that there appears to be a
difference between the roles that women
have from the east coast to the west coast.
Women in technology companies in the
east coast are more likely to be involved
in the product development as well as
sales and marketing. However on the west
coast they are more likely to be involved
in the programming and hardware side of

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 International 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.
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the business. It is also apparent to these
women that more and more of the startup technology companies are being led
by women who have abandoned the larger male-dominated behemoths for smaller
arenas where their ideas and visions can
be developed.
The youngest member of the panel
stated that to her, there was no focus on
women or men and what they do or don’t
do. As an engineer she stated that she had
always felt at home in the programming
and engineering areas of technology. The
final speaker made a recommendation
for women who wanted to advance in the
technology field. She stated that women
should get on the revenue side of the business; to take on responsibility for individual P&L which would enhance their position as a leader in their company and will
most likely lead to career advancements.
From reviewing these discussions and
documents we began to see that women
have obviously been involved at some
level in the emerging technologies that
we are seeing today, but the likelihood
was that the roles they playedwere most
frequently found on the product development side of the business rather than the
engineering side. It appears that the 26%
to 30% number from the Department of
Labor held up the more we delved into the
available information.
The Mortgage Industry

Based on these ideas and thoughts we
explored the roles women play in the
technology companies that are focused
on supporting the mortgage industry. To
get an understanding of how they see their
roles and the roles that women play, we
interviewed two top executives in mortgage related technology companies; Connie Wilson of Interthinx and Kelly Purcell
of eSign Systems.
eSignSystem enables organizations
to create, sign, store, access and manage
the lifecycle of legally binding electronic
records and Kelly, the Executive VP of
Global Marketing and Sales, is a strong
outspoken supporter of the technology.
Kelly, who obtained her degree in man-

agement and finance, always saw herself
as the president of a small bank. Instead
she found herself in marketing and in the
technology field that was associated with
the financial services industry.
The experience, she states, has been
very exciting because it allows her to
combine her experience with her interest
in the banking field. She has found that
she has a natural affinity for identifying
how technology can support what the process is trying to accomplish.
Because she entered the field in a
management position she did not have
the struggle that many of the women in
this field experienced. However she did
agree that the ratio of men to women in
the technology field given by the Department of Labor report was accurate; there
are 3 men to each woman in the field.
And while she also agrees that many of
the women are starting their own companies, she cautioned that there are obstacles there as well. When she and another woman founded her company, they
immediately ran into problems when
they were advised that raising venture
capital would be difficult with the management team comprised entirely of
women. Kelly takes her role as a female
leader in business seriously. She mentors
young women as well as women looking
to start their own business and is also a
role model for the younger generation of
women in her family.
Interthinx is a national provider of
risk analytics solutions focused on fraud
in the mortgage industry. Connie, who is
the Executive Vice-President is one of the
original founders of the company which
grew out of a rash of fraud problems in
the mid-1980’s. Using her vast experience in reviewing loan files to identify
fraud and potential fraud problems she
was able to apply a rules based technology to emerging technology applications
and develop an automated fraud check
for loan files.
Connie’s background is not in the
technology field but instead she comes
from the banking and mortgage industry.
Although she never imagined herself do-
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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.

ing what she is doing today, she says that
her overall experience in the technology
arena has been a very pleasant one. Having a female, one without a technology
background, has not been an issue for her
staff although she says she had to learn
how to communicate with the programmers in a way that they could identified
exactly what she wanted from them. She
stated that she is constantly amazed at the
level of knowledge and ability she has
found working with the programmers in
her organization, both male and female.
When it comes to women in management positions she confirmed that 33% of
the management staff in the organization
are women. Of these, the majority are in
the product development and sales and
marketing area. Connie is also a strong
advocate of women in the technology
field and mentors those in her organization. “I always tell them that they have to
understand the business they are operating
in”, she stated. “It is not enough to focus
just on the software engineering side, you
need to be a well-rounded person to be the
best at what you do.”
The Result

After doing the research and conducting several interviews it became apparent that the technology field in the
mortgage business is not much different than any place else. The issues appear to be the same.
Women, in general make up only
around 30% of those employed in the
technology field and have a harder time
being accepted into the management level
of an organization unless they start there.
The stigmatism attached to women that
want to pursue math, science and tech-

nology remains and the cultural image
of women in the field is not encouraging
to those making career decisions. If you
have any doubt, watch an episode of the
TV show The Big BangTheory and compare the extremely intelligent woman who
is a fellow scientist to the other women on
the show.
Based on what we found and heard,
women also earn less than men and are
less likely to reach a top position in the
company. Also confirmed was the idea
that women in technology are less likely
to work within the engineering and/or
programming area, but are more prone
to be found in the new product development or marketing and sales side of
the business. Interestingly the one individual, who specifically called herself
a “geek” and worked writing code, was
also the youngest one of the group. Her
attitude of it is not a male or female issue, is what we have learned to expect
from the X and Y generations.
Impacting Progress

While in one sense it is comforting to
know that what we saw at the technology conference was not unusual, the lack
of women in the field can have a significant impact on the mortgage industry.
Women, based on this study, are the individuals who work to create new product.
They are the ones who look at a process
and see how technology can be integrated
into it to make it easier and more effective. The bottom line is, we need more of
this type of thinking to help us through
these issues and encouraging women to
join our industry may just make sure we
can achieve the progress in lending we
so desperately need. ❖
Tomorrow’s Mortgage Executive
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Discussing
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he 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
Executive Interview
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.
40

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 industry 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 revolutionize 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-

Greg Alvord
Optimal Blue

“2011 is the year of
implementing process
improvement to obtain
higher data quality
that is compliant for
both servicing and
origination.”
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ence but ‘true innovation’ is only achieved
by those that have the audacity to take action. It is durable, a game changer and
universally accepted by users. For NATION 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 asset, information.

TYLER SHERMAN
Motivity Slutions

“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.”

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 sweeping innovation is like homerun hitters.
Boring process innovations, or innovations 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 often not as big and as sweeping as people
thought. It never really “changes everything”. 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.

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

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

TYLER SHERMAN: On the origination side,
because of shrinking volumes, companies
are going to have to be innovative in finding new ways to create efficiencies and increase 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

result of numerous innovations that can
be regarded as increments.
True innovation is not just about systems and technology. True innovation is
also about when a company (in this case
a servicer) looks at their current environment and says, “The old safe way is no
longer safe.” Then and only then are they
open to implement innovation. Why continue to rely on the way everyone else
does it when state-of-the-art automation
is available that turns a high-touch environment into an exceptions based one,
all while providing a lower total cost of
ownership?

Executive Interview

ency, both origination and servicing will
be better off.

Todd Ebner
Field Asset
Services

“Many companies are
investing heavily in
making their processes
more efficient and
scalable. They’re
investing because they
can foresee a positive
ROI.”
in this context, but, conceptually, the innovation 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 measuring and monitoring the characteristics
of loans that have performed, are performing, 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, automation and standardization. This innovation
may involve removing the human element 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 transpar43
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STEPHEN NATION: Technological innovation
to build a better mousetrap in the mortgage industry has outpaced risk management and regulation for most of the
last decade. This deficiency has created
unprecedented leverage, which was too
often not controlled or managed and ultimately led both to the housing boom
and bust. The next wave of innovation is
more likely to focus on controls, regulatory compliance, safety and soundness
and, most of all, meaningful and workable 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 processing followed by the enforcement actions
levied against eight prominent banking
companies.
GREG ALVORD: 2011 is the year of implementing 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 happen. For example: Can a form- based
LOS that assumes a traditional workflow
process measure up to the needs of getting all the loan prices right at the beginning 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 reports for reading by people scale up to
the need to be more precise as compared to what a long written narrative
can provide?
There are probably other assump-

tions that need challenging, as well. Organizations 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 winning 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 DoddFrank. Unfortunately, they will have to
work as hard to keep up with those ongoing changes as servicers did to keep up
with everything thrown at them by Washington 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, innovation will look like technology plat-

Stephen Nation
NATION
Technologies

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

Executive Interview

forms designed to insure complete communications 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 available would bottom out and throw a very
unstable real estate market into a complete tailspin. I believe that with proper
foreclosure and bankruptcy processing,
and with focused REO marketing communications between asset managers and
REO brokers, the inevitable increase in
REO volume can be addressed professionally 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 technology 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 intelligence 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 industry. Lenders should use business intelligence 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 expectations of their stakeholders, on a continual basis, using business intelligence
so they know definitively, at all times,
where they stand from the compliance

Paul Wright
DRI Management
Systems

“I consider the state of
the mortgage industry
innovation to be
thriving.”
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 evidence of recovery. Of course, effective
risk management and confidence are
only two elements of recovery. Actions
are already underway to enhance consumer confidence and improve integrity
in the mortgage industry. For example,
HUD Third Party Rules will prohibit
lenders from accepting documents relating to credit, employment or income of
borrowers that have been handled by, or
transmitted from or through interested
third parties (real estate agents, builders, sellers).
GREG ALVORD: The biggest thing we have
lost over the past few years is trust. Trust
from the public. Trust from the regulators. 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 definition 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 mortgage industry innovation? Is it thriving or in a
state of decay?
PAUL WRIGHT: I consider the state of the
mortgage industry innovation to be thriving. 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 regulation. What this means though is that our
industry is not necessarily looking to
drive new and innovative ways of solving 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 innovation 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 innovation, 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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Due
Diligence
Pays Off…
You may have an immediate need, but rushing into aligning with a
technology vendor is not the right move.
By Craig Bechtle

W

e’ve all seen more than our
share of slick PowerPoint
sales presentations, flush with
ambiguous statements and vague references. It always makes me wonder if more
time was spent on its creation than on development of the actual product.
Years of experience in the mortgage
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technology and related lending sectors
have shown us that you have to look
beyond the sales presentations and take
the time to complete a thorough due
diligence process. Even the seemingly
minor issue can have significant impact
if you don’t take the time to fully absorb
the potential impact.
Tomorrow’s Mortgage Executive
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During our 30 years in the mortgage
industry, we have answered hundreds
of Requests for Information/Proposals.
In addition, being a vendor gives us a
unique perspective, not only do we sell
software and services, but also we purchase them and we’ve learned some
valuable lessons being on both sides.
Over this time, we have learned several
key points; find the right product for the
problem being solved, look for a partner
not just a vendor, don’t rush, check then
check again and lastly, check all references you can.

why shouldn’t you test drive your new
system? You can also ask them to deviate from the planned overview, reputable
vendors are happy to do so.
Sometimes during a sales meeting,
politics can get in the way to a free flowing information exchange. When staff
and management are grouped together
for a presentation–the former may be
intimidated by what the latter is thinking, resulting in unasked questions and
grumbles later. Having several product
demonstrations for different staff groups
can alleviate this problem.

The Right Product

Dedicate A Team

Typically, an internal need has been
identified when the decision is made for
a major systems purchase. Often, by simply asking yourself the question “What
problem are we trying to solve?” you
can eliminate a lot of the distraction that
can come from slick sales presentations.
Common objectives include a desire to
increase productivity, to cut internal ex-

“

Each area should be provided direction
relative to your corporate and operational goals.
Check Technology Claims

A Partner

This is an important decision and can be
a pricey one. Choosing the right staff that
can assess all aspects of the product, including vendor capabilities, is crucial to
project success. It is vital to have input
from all of your business teams that are
impacted by or that will be using the new
product. Preferably a technology team,
an operations team and a business team.

“

Real Functionality

When reviewing an RFP response or
product demonstration, how do you
know if you are looking at “real” functionality or just what the vendor wants
you to see? Ask for a hands-on demo.
No one buys a car without driving it first,
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The Best Fit

There is no best system; however there is
a best system for your needs. All products have their strengths and weaknesses
and it is part of due diligence to find
them. The standard sales presentation
may be positioned to hide those weaknesses. A presentation that shows the
product operating, where you can see all
the functions, where the vendor allows
hands on demonstrations, is one where
you can see what you’re buying.
Some other business considerations
include, the type of technology you need,
are you a .NET shop? Is the technology
a good fit for what you already have in
place core banking, business platform,
etc? Do you originate Government loans?
Are the staffing and financials supportive
of your project?
For a major systems purchase you
aren’t just buying software, you’re establishing a new business partnership.

Take your time, spending an extra month
in researching your vendor can make all the
difference in the world.

penses, improve communications or to
become more competitive. But what really makes us buy something are the answers to a few simple questions, “What
does it do for me? Can it fix my problem? Are they reliable?”
How you determine those answers
is something of a science and requires a
true due diligence process. In our business space, many prospective customers take up to two years to complete that
process.

modernism, is to review their tailoring
tools. Tools that are readily accessible to
users that are simple to use without programming assistance and that are flexible
are key to adapting your system the way
you need, whenever you want.
Have these items written into the contract as minimum requirements with early termination if they prove to be untrue.
RFP response inclusion in the contract is
becoming a common practice.

It is critical to verify the vendors’ technology claims. Ask about development
tools that are being used, what is the
deployment process, how the network
is configured, where is the single point
of failure. Check the data structure. You
should perform a code review, request
architecture diagrams and ask for a database review. The code review helps uncover the existence of legacy code. Some
vendors wrap their old legacy code with
new .NET code which is then misrepresented in totality as .NET. Make sure you
are getting what you think you are.
A simple way to validate the system’s

or a

Vendor

Installing a loan origination or servicing
system is seldom an effort you would
choose to undertake yourself. There are
many factors to consider and one of the
most important is the vendor’s willingness to partner with you during the implementation and beyond. Becoming a
true partner is crucial to the acceptance
and continued business success of the
project. Partners involve customers in
product development, maintain user
groups and promote open communications with their customers. Take the time
during your due diligence to determine if
you are talking to a software vendor or a

business partner.
One of our newest customers, Bob
Phelps, business applications manager
for Standard Pacific Mortgage agrees
and was recently quoted in Mortgage
Technology Magazine, “I think one of
the strong points for any vendor has to
be that they partner with us rather than
saying, this is the way we built our system, take it or leave it.”
The best implementations occur
when a true partnership is created between the vendor and the lender. Look at
the vendor selection as if you were hiring
for your own staff. Do their staff skills
compliment your staff? Are your comfortable with the vendor? Is the vendor a
good fit for your organization?
Allocate Enough Time

We often encounter lenders who state
that they are on a tight schedule (read
“in a hurry”) to make a final selection.
This strategy is seldom very successful. Decisions tend to be made that can
have costly, sometimes disastrous results
down the road.
We all know that rushing through a
project can cause us to overlook details,
resulting in issues that could impact the
project. These efforts are expensive and
you want to give yourself the best opportunity to achieve your goals-a rapid
return on your investment, operational
improvements, qualitative improvements
or increased automation. Short changing
the vendor due diligence process could
materially affect your ability to achieve
one of these goals.
Check

and

Check Again

Lastly, the most important measure is if
the system has been successfully implemented in more than one location. Check
the vendor’s implementation history.
Ask for references, customer site visits
and personnel implementation history.
We offer customer site visits so prospective clients can see our product in use
and verify our sales claims in a real-life
setting. Look for site visits where the client is of similar size and business model.

A b o u t Th e A u t h o r
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President positions at Fiserv and PNC Mortgage. He can be reached via
e-mail at cbechtle@mortgageflex.com.

Utilize all your resources for reference
checks. Look for old new articles, check
to see if those customers are still using
the product. Another option is to use
your network. Call people you trust. We
all know people in this business and inevitably they know someone who has deployed the vendor you’re investigating.
Equally important in the decision process is finding a vendor that has experienced staff that understands the industry
as well as the software. A company is only
as good as its people. And, how they are
trained, coordinated and then assigned, all
adds up to how successful they will be in
reaching desired business objectives.
During one of our customer’s extensive due diligence, they not only wanted
to know about the company personnel
with whom they would be working but
ran individual reference checks and requested face-to-face meetings with the
entire project team.
Consequently, we took an entire implementation team to their location to
answer core questions about topics like
change management control and system
conversion issues. Real life concerns-not
your run-of-the-mill sales presentation
questions!
Prospective buyers should also visit
the vendor at their location to get a feel
for their office and meet the people behind the product.
One final remark on personnel. It’s
not unusual for vendors to hire contract
workers for a project or set of tasks. It
can be cost-effective to match specific
expertise to a particular project and if you
can find someone with specific previous
experience, that’s good but rare. For core
competencies and implementations, bet-

ter results are generally achieved using
full-time employees that are intimately
familiar with their product. Contract
workers have no ownership or sense of
product pride.
And, don’t stop your investigation at
the implementation team level. Investigate management stability too. If a vendor
is constantly experiencing turnover at the
management layer, that’s a major red flag.
Lastly, we always enter into major
systems purchases expecting them to be
wildly successful and selecting the right
vendor can make or break the project.
Take your time, spending an extra month
in researching your vendor can make all
the difference in the world and will have
a significant influence on the success of
your project. ❖
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