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Editor’s NotE

Chasing ROI

How much is it going to save me? Lenders always want to know that the technology they buy is going to pay off. And they should 
demand to see an ROI. In fact, in some cases the ROI is clear. For example, Overland Park, Kansas-based LeaderOne Financial is 
realizing consistent financial gains using Secondary Interactive’s platform, averaging 52 basis points greater than their best efforts 
execution. 

LeaderOne experienced a 200% growth in mortgage production last year and they credit that growth to being able to leverage 
technology for efficiency gains. In addition to SI’s platform, LeaderOne has leveraged SI’s expertise to make the transition from 
best efforts to mandatory commitments successfully; relying on the company’s experienced team to manage the trades and 
performance. According to LeaderOne’s Chief Information Officer, Michael Brady, “This transition was simple, and it was simple 
largely due to SI’s transparent approach. SI’s implementation process is incredibly thorough – the staff got to know our operations, 
our behaviors, and as a result, we defined a successful strategy that has enhanced our profitability. We knew we wanted to make the 
transition to mandatory and SI made the process seamless, simple and profitable.”

The transition to mandatory commitments has enabled LeaderOne to maximize profitability and increase their efficiency by 
saving approximately 15-20 minutes of staff time per loan. LeaderOne’s secondary marketing desk no longer has to lock each lock 
with an investor, eliminating the lock desk chaos that occurs in a best efforts environment. Brady continued, “Those efficiency gains 
ultimately benefit the consumer. By being able to reap greater efficiencies, it enables LeaderOne to lower costs, which can then be 
passed along to the consumer. At the end of the day, when we can increase the benefits to our consumers, it’s a huge win.”

The benefits that LeaderOne is getting are clear. There is no disputing the ROI. In a perfect world that would be the case with 
every new technology application. However, it doesn’t work that way. For example, how much does avoiding a buyback save? How 
much is ironclad compliance saving you? How much is using a new fraud detection tool to eliminate misrepresentations saving 
you? How much is keeping your company name out of the papers saving you? My guess is that you can’t put a number on any of 
these points, but that doesn’t mean that your technology isn’t paying off. So, I challenge lenders to take intangible ROI seriously 
when evaluating new and existing technology. ❖

Tony Garritano 
tony@progressinlending.com

PS. Your comments are welcome. Please E-mail letters to letters@progressinlending.com. Include your name, address and 
a daytime telephone number. Letters are subject to editing and are presumed to be for publication unless the writer specifies 
otherwise.
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Are You Cutting Corners?

Matching the appropriate product to  
the level of risk, ensuring that it is done 
correctly and without undue influence or 
pressure, is critical.

Your Voice - BY James BeattY

Valuation Solutions

When it comes to valuation products, they are all the same. Right? Wrong! Matching the 
appropriate product to the level of risk, ensuring that it is done correctly and without 
undue influence or pressure, is critical to the transaction. For the past two years, we have 

seen product vacillation with appraiser-assisted valuation products, appraisals and Broker Price 
Opinions or BPO’s, each trading market share. Regulations preclude the use of some while credit 
risk dictates others. 

Given a large statistical sample, most would agree that across the spectrum of risk, price, and 
accuracy, automated products typically are the least expensive and have potentially the widest variance. 
What is an AVM really? Initially the idea was that AVMs would replace live appraisers. That hasn’t 
happened, but given the need for more due diligence, AVMs have become a valuable tool.

Here’s some history: Automated Valuation Model (AVM) is the name given to a service that can 
provide property valuations using mathematical modeling combined with a database. Most AVMs 
calculate a property’s value at a specific point in time by analyzing values of comparable properties. 

AVM is short for "Automated Valuation Model". 
Appraisers, investment professionals and lending 
institutions use AVM technology in their analysis 
of residential property. An AVM is a residential 
valuation report that can be obtained in a matter of 
seconds. It is a technology-driven report. 

To draw a contrast to the AVM, the BPO and 
hybrid exterior products tend to be in the middle as 
an inspection of the property accounts for location, 

quality, and condition. Interior appraisals (form 2055 or 1004/1073/1025) typically carry the highest 
price, and take the longest to complete, but are considered the lowest risk and most accurate.  

Given this scenario, one would assume that if a full interior appraisal was completed, the value would 
be more accurate. However, what do you do when you have two different valuations with completely 
different opinions? Should you always assume the appraisal is correct? This is where reconciliation by 
a licensed or certified appraiser is needed.

With home prices in the dumps, reconciliation becomes even harder. CNN reported, “Home prices 
hit another new low in the first quarter, down 5.1% from a year ago to levels not reached since 2002. 
It was the third straight quarterly drop for the S&P/Case-Shiller national home price index, which was 
released Tuesday. 

We know all the bad news, but what is reconciliation really? Webster has many definitions but the 
essence of the definition of reconciliation is to Settle or Resolve. This process has been around for 
many years, but has truly been at the forefront of the default market over the past two years as lenders 
and investors are challenged to determine if the value that they placed their faith and money in, was 
legitimate and defensible. To answer this question technology combined with a skilled appraiser is 
definitely needed. ❖
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Jim Beatty, SRA is Senior Vice President and Valuation Product Manager for ISGN. Jim has close to 25 years in the valu-
ation industry which began as a practicing appraiser in the late 1980’s for a large bank. In 2005, he was a co-founder of a 
successful start-up due diligence company for Fiserv. He is also involved in product enhancements and process strategies.
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Tim Brinkman is CEO of ChargeSmart, an online payments technology provider, serving consumers through its 
ChargeSmart Bill Payments solution, and organizations with its ChargeSmart Direct program. For more information, 
visit the company’s website.

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

Innovations in the online payments  
industry benefits everyone, and there  
currently exists a significant opportunity.

RecoveRy Tips - By Tim BRinkman

Think Outside the Box

Over the last 18 months, the online payments industry has been experiencing an explosion of 
growth, driven by companies that provide consumers with new and innovative ways of making 
payments online. As adoption of these services continues to grow, consumers have come to 

expect that their preferred payment option will always be available when making their everyday online 
purchases. Although many industries have been quick to adapt to the changing payments landscape, 
unfortunately, some have not. Many mortgage lenders and servicers refuse to face the truth when it 
comes to borrowers’ needs – that in times both good and bad, consumers expect options - and a failure 
to deliver them is a losing proposition for everyone.

As it stands today, most servicers only accept “traditional” forms of payment, namely via paper check 
or ACH. Direct access to a consumers’ checking account may sound like the best option for servicers (as 
it ensures payments are always made at a specific date and time) but it is certainly not in the best interest 
of consumers. Not only are many consumers wary of providing third parties with personal banking 
information, they are also frequently looking for new ways to manage their monthly cash flow more 

effectively. Instead of limiting the ways borrowers 
can repay their obligations, servicers should be 
looking for ways to expand payment options.

Debit and credit card acceptance is the first and 
most obvious channel servicers should be looking 
to as they expand payment options. Allowing 
consumers to use the flexibility of their favorite Visa, 

Mastercard, or Discover card can open up new payment opportunities and a greater level of flexibility 
for cash management. In addition to helping consumers who are struggling with monthly expenses, card 
payments also make sense for sophisticated borrowers looking for new ways to consolidate expenses to 
a single payment source. 

Whether for security purposes, ease of use, or simply to take advantage of a high value rewards 
program, card payments make sense for every type of consumer - not just those who are struggling. For 
example, many successful realtors go through unpredictable months where cash flow can be inconsistent, 
yet they still lead an upper middle class lifestyle. They should be able to make their mortgage payment 
on time, and enjoy the benefit of credit card float while they wait for their next large commission check. 
This offering may not be the best option for everyone, but for some it means the difference between an 
on time payment and a late payment, with the associated late fees and credit score hit. Offering card 
payments provide consumers with exactly what they are looking for – options.

Innovations in the online payments industry benefits everyone, and there currently exists a significant 
opportunity for lenders and servicers to expand repayment options to debit/credit cards and beyond. 
Forward thinking businesses embrace changes in the technology environment, and generally end up 
coming out ahead in the race against competitors. Loan servicers who stay ahead of the pack not only 
stand to benefit from more valuable loan portfolio, but also from an influx of new borrowers who seek 
out their brand as a leader in the mortgage industry.  ❖
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Are You Cutting Corners?
While short cuts may save you lots of money upfront, in the end that approach 
often just leads to some lost opportunities.

Market Pulse

Timing Social Media Right
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A re you confused about social media? Today most 
mortgage professionals are actually undecided 
about what to do when it comes to social media. 

So, you are not alone. But regardless of this confusion, now 
is not the time to delay implementing your social media 
strategy. Most companies get started by using facebook and 
twitter. However, it’s not enough just to have a presence on 
these social platforms, you have to make that presence pay 
off for you. You need to see return on investment. To help 
you in this transition, PROGRESS in Lending Association 
has come across new research that provides best practices 
when sending out facebook and twitter updates.

SOURCE: KISSmetrics- Data Courtesy of @danzarrella
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Process ImProvement - By tony GarrItano

Learn From The Politicians
If mortgage lenders really pay attention to our politicians in Washington, they 
can learn a lot about what not to do.

At this writing Speaker Boehner has left talks with President Obama to raise the debt ceiling. 
The President has now taken a back seat in what happens. On Friday he asked Congress to 
present him with a plan that he can sign over the weekend. No plan was crafted. So, the Presi-

dent and the Speaker decided to address the nation to make their case. At this writing the Speaker and 
Majority Leader Reid are set to debut two different deals to ensure the raising of our debt ceiling. This 
debate has been going on for seven months ad in true Washington style, it is coming to the deadline.

I read an informed column by political strategist David Gergen that sums up this issue nicely. David 
starts his column by detailing a few possible debt ceiling debate outcomes. His option (a) is such that, 
“The president and Congress reach a historic accord that reduces deficits by some $4 trillion over 10 
years while also lifting the debt ceiling through the 2012 elections.”

David doesn’t think we’re going to get this option. He says, “For a long while -- since the days of the 
Simpson-Bowles commission -- I had hoped that option (a) would be the answer. The country desperately 
needs to get its fiscal house in order, and Simpson-Bowles provided the best plan anyone has devised. It 
also had bipartisan support, mostly because it had just about the right ratio of $2 in spending cuts for every 
$1 in tax increases. Sadly, the White House failed to seize that banner and start a parade.

“The president, to his credit, has recently been trying to revive the idea of a grand bargain, working 
with House Speaker John Boehner, but it has been too little, too late. The excitement over the “Gang of 
Six” proposal this week -- also a commendable try -- lasted for less than 24 hours before that plan came 

under withering assault from labor unions as well as 
the right. Option (a) is dead, at least for now.

Over in the House, of course, the “Gang of 234” 
still hasn’t abandoned its hopes for a conservative 
variation of option (a) but “cut, cap and balance” isn’t 
going anywhere, either. Given the shortcomings, I be-
gan thinking some days ago that option (b) is the best 

available answer. It would marry up the Harry Reid/Mitch McConnell plan for raising the debt ceiling 
with spending cuts that could assuage conservatives. But this week, opposition has been mounting to 
Reid/McConnell, especially within the GOP.

“It is now a serious question whether a majority can be found in the House for option (b). There 
may never be enough spending cuts to satisfy a bloc of Republicans, and who can say how many House 
Democrats will go along with a package of cuts that doesn’t include tax increases?

“And time is rapidly running out. We now find ourselves on a boat sailing just above Niagara Falls. 
The closer we get to the edge, the greater the danger that we will be sucked over the precipice.

“Several days ago, I would have put the odds on option (b) at better than 50-50; today, sadly, I 
reckon the odds are less than 50-50. In other words, the prospects point increasingly toward a default. 
Let us hope that is not the case. No one can be sure of the near-term financial consequences, especially 
if Congress then acted quickly to reverse itself, as it did over the Bush bailout in 2008. But a default, 
however short, will definitely fuel a growing perception in the world of America in decline.

“We also know that the credit rating agencies such as Standard & Poor’s and Moody’s -- both eager 

Let’s learn from the poor example our 
politicians continue to set and dare to 
be proactive in an ever changing market.
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Once the Internet was seen as a poor substitute for 
personalized service—but not anymore! Today’s borrowers 
prefer to shop for mortgages online. And banks and credit unions 
that are committed to great service know that to compete 
effectively, they need to meet consumers at their preferred point 
of sale. Now research has confi rmed that lenders who adopt 
“smart,” online mortgage-application technology do so primarily
to better serve borrowers.
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to reclaim their manhood -- are watching these follies with a 
gimlet eye. Even if Washington passes a version of Reid/McCo-
nnell, averting a default, S&P has made clear that absent some 
sort of multitrillion plan that goes with it, there is a good chance 
it will downgrade our credit rating. If we actually default, the 
credit agencies are practically guaranteeing a downgrade.

“So, where does all this come out? I deeply regret -- and 
hope that I am wrong -- that as of this eleventh hour, the an-
swer is option (e) -- default and downgrade. We have one more 
hour till midnight.

“This is no way to run a country.”
I agree David. And we’re seeing 

the impact. According to Reuters, 
“Wall Street fell on Wednesday as 
troubling signs from U.S. corpora-
tions and falling demand for long-
lasting manufactured goods discour-
aged investors already nervous about 
faltering debt talks in Washington.

“A profit warning from Juniper 
Networks, which sent its shares down 
20 percent, and moderating order 
growth at Emerson Electric Co com-
pounded investors’ concerns about 
corporate strength after some high 
profile earnings misses. Emerson’s 
shares fell nearly 7 percent.

“The S&P 500 has lost more than 2 percent this week as 
acrimonious debate about raising the U.S. debt ceiling has left 
investors fretting over a U.S. debt default or a possible credit 
downgrade later in the year.

“That is going to remain front and center in terms of driving 
market activity,” said Mark Luschini, chief investment strategist 
at Janney Montgomery Scott in Philadelphia. “Without a deal 
and the clock winding down, I think investors’ anxiety is only 
going to increase.”

All sides have tried to pass the buck to the other guy so 
they don’t get blamed for the pain that will be associated with 
raising the debt ceiling. In particular, it continues to amaze me 
how our President seems happy delegating the big issues to 
Congress. Hopefully by the time you read this default will have 
been averted.

But really this behavior in Washington isn’t new. When it 

came to health care the President left it up to Pelosi and Reid. 
Further, while his own party was divided over the need for a 
public option, the resident chose to remain silent instead of tell-
ing his party and the American people what he wanted. 

As a result, the Republican Party demonized the health care 
plan and Pelosi, which got them the majority in the House and 
cut down the Democratic majority in the Senate. The President 
continues to talk about getting rid of the Bush tax cuts, but when 
he had a chance to act on this issue last December, instead he com-
promised with Republicans to extend the tax cuts for two more 
years. Personally, I think that was a good decision, but again it tells 

us that the President is more willing to 
outsource or compromise instead of 
standing up for what he believes in. 

What does all this mean for the 
mortgage industry? I think there’s a 
clear lesson to be learned. You can’t 
be reactive, you have to be proactive. 
When RESPA Reform came down 
a lot of lenders waiting up until the 
deadline to change their processes 
to be compliant. We saw the same 
last-minute reaction to LO Comp 
this year. Why do we wait until the 
last minute to act? And why do we 
wait for Washington to tell us how to 

change our processes?
It shouldn’t be this way. We as an industry should start to 

step up. The fact is that if the mortgage industry had a more 
data-centric, transparent process to begin with a lot of the new 
regulation would be mute. Instead, the mortgage industry is slow 
to change. A prime example is that some lenders I talk to still 
doubt the legality of electronic signatures. Really? Are we that 
far behind in our thinking?

So, what’s next? We’re now faced with Dodd-Frank and the 
CFPB. This new agency is trying to create uniform disclosures 
right now. Why is that controversial? Does the borrower real-
ly need to be presented with 100 pages or more of mortgage 
documents at closing? Shouldn’t that process be simplified? Of 
course it should, and we all know it, but it won’t get done until 
someone tells us to do it. Why is that the case my friends?

Let’s learn from the poor example our politicians continue to 
set and dare to be proactive in an ever changing market. ❖

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.

The fact is that 
if the mortgage 
industry had a 

more data-centric, 
transparent process 
to begin with a lot of 

the new regulation
 would be mute.
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Future trends - By roger gudoBBa

True Intelligence
Let’s look at the mortgage process in a different way and make a sound  
judgment on anything about a loan based on more complete information. 

Last month in my article “Underwriting Intelligence” I wrote that the lender evaluates a mort-
gage loan application by asking: 1) is the borrower willing and able to repay the loan? and 
2) is the property value sufficient to cover the loan amount? Mortgage loan processing is the 

most important step in the mortgage loan approval process that decides whether or not the mortgage 
loan will be approved.

This month I will expand on both the usual way of evaluating the borrower and property as well 
as looking at some new concepts. 

Borrower IntellIgence

Typically, the practice has been to have the borrower(s) fill out a Uniform Residential Loan Ap-
plication, which hasn’t significantly changed over the years. The borrower(s) were then asked to 
provide documentation:  Employment/Income- recent pay check stubs, W-2’s, and tax returns; 
Assets- recent bank account statements, list of savings bonds, life insurance, 401K, IRA, stocks 
or investments and their approximate market values, copies of titles to any motor vehicles that 

are paid in full; Liabilities- evidence of mortgage 
and/or rental payments, credit card bills for the past 
few billing periods, other consumer debt such as car 
loans, furniture loans, student loans and other per-
sonal and cosigned installment loans, copies of ali-
mony or child support. I will talk about the property 
evaluation later in this article. 

Mortgage processing is the term for all the steps the loan professional takes to assess the bor-
rower’s application, using the four C’s: credit, capacity, capital and collateral. The processor/under-
writer will begin the analysis by sending forms to the appropriate parties to verify that the informa-
tion presented on the URLA is correct, calculate the ratios, pull a credit report and submit the loan 
information to an automated underwriting system. 

Seasoned professionals will identify any red flags or suspicious information that will take some 
additional research or clarification. 

How do mortgage professionals try to identify these red flags? For example, lenders may ask 
about the origin of the down payment. If money for down payment is a gift from a relative, it requires 
a gift letter that states that the money will not have to be repaid. 

That’s just one example of the tactics lenders can and do use to perform due diligence on the loan 
to verify the information provided by the borrower.

Every industry has best practices, age-old methods, but those industries that remain relevant 
evolve over time. Unfortunately our industry is slow in this respect. However, if we are to move for-
ward, some clear changes have to be made. Along these lines, in the book Reckless Endangerment 
the author states “Fannie Mae led the way in relaxing loan underwriting standards … and automated 
the lending process so that loan decisions could be made in minutes and were based heavily on a 
borrower’s credit history, rather than on a more comprehensive financial profile as had been the case 

One definition of intelligence is the 
ability to understand new or trying 
situations. 
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in the past.” 
Going further, a recent press release from Equifax stat-

ed- With employment and income related misrepresentation 
continuing to top the list of fraud types that undermine loan 
quality, financial institutions and their secondary investors and 
regulators are increasingly diligent regarding oversight of em-
ployment verification. In reality, any fraud is a significant cost 
to the industry and impacts everybody. 

Should lenders consider outsourcing borrower validation? 
Certainly, to counteract fraud- identity theft, straw buyers, 

forged employment, payroll records and bank accounts re-
quires additional investigative methods and the use of sophis-
ticated computer technology. In fact, because of the fraudster’s 
ingenuity it will be a moving target. One definition of intel-
ligence is the ability to understand 
new or trying situations. Companies 
like Equifax and Fair Isaac are show-
casing solutions today.

Could social media, like Face-
book and Twitter, play a role?

In May, the Federal Trade Com-
mission notified a California compa-
ny, Social Intelligence that it was in 
compliance as a consumer reporting 
agency, governed by the Fair Credit 
Reporting Act. In the end, that’s the 
same regulatory authority that covers the companies that report 
credit scores.

While companies may have every right to look at those 
sites, they also have serious responsibilities when handling that 
information. Lenders that haphazardly search the Internet for 
information run the risk of discovering protected information, 
such as age, religion and disability. It’s probably safer to work 
with a company to do the checks because that’s what they do, 
they understand the rules.

ProPerty IntellIgence

The appraised value of a property is an appraiser’s assessment 
of a home’s fair market value, the amount a property would 
be sold for in a transaction between a buyer and seller when 
neither is under any obligation to buy or sell. One of the com-
mon methods used is the comparable sales approach where the 
real estate appraiser uses comparisons of properties that have 

recently sold in the area to determine a value for the property. 
This means that the subject property is highly influenced by 
the sales values of other properties that have recently sold in 
a location.

The large number of foreclosures and short sales on the 
market has made it more difficult to put values on non-dis-
tressed properties. With so many foreclosures and a market 
that’s changing month to month, pricing homes is more com-
plicated and more vital than ever. Foreclosures or short sales 
do not represent market value, unless there are only foreclo-
sures in an area, then that affects market because it becomes 
the value. 

Property value is impacted by far more than the structure it-
self. Influences that are geographical, economic, governmental 

and sociological do impact the final 
determined value of a property.

The appraiser should be impartial 
and unbiased. During the financial 
meltdown it became apparent that 
was not always the case. 

In a recent article, that was writ-
ten by Liz Green she stated, “Restor-
ing confidence in the mortgage mar-
kets and increasing asset quality are 
dependent upon improved methods 
of reducing and mitigating collateral 

risk. In the near future valuations will be 1 part science + 1 part 
technology + 1 part human.”

The Uniform Appraisal Dataset (UAD) will go into effect 
on September 1st this year and is required by both of the GSEs, 
Fannie Mae and Freddie Mac in their effort to improve data 
accuracy and consistency. 

So what will change in the future?
You can expect lenders to continue to emphasize data trans-

parency. The System of Record needs to capture accurate data 
early, ensure that changes are controlled and monitored. The 
requirement that the data and documents are in sync is a re-
quirement across the end-to-end transaction for all the parties 
involved in a mortgage. 

You can’t make a sound judgment on incomplete or am-
biguous information.

Next month I will address the mortgage loan products and 
risk mitigation. ❖

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  
data-driven approach to mortgage. Roger can be reached via e-mail at rgudobba@compliancesystems.com.

You can’t 
make a sound 

judgment on 
incomplete or 
ambiguous 
information.
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Business strategies - By Michael haMMond

Think Big
When you come up with your company’s strategic plan it is comprehensive and 
multi-facetted, so why should your approach to social media be any different?

I’m involved in many strategic planning sessions. A good strategy takes your company to 
the next level. So, it goes without saying that a good strategy shouldn’t be all about just one 
thing. The saying “don’t put all your eggs in one basket” applies. For example, if you’re a 

technology vendor your entire 2011 strategy shouldn’t be about your annual application update. 
Sure, you want to tout that update, but what else are you doing throughout the year to get your 
company front and center in a very competitive market? 

You should be combining marketing that one update with a series of articles, press releases, 
ads in B2B publications, speaking engagements, customer outreach, etc. In the end, I think most 
of this goes without saying. I think companies get that a good strategy isn’t all about one element. 
In fact, I often encounter companies that want to do too much and don’t know how to prioritize.

Yet, when you hear companies talk about social media something changes. Suddenly 
they become very narrow minded. What do I mean? They tell me, “Michael, we want to be 
social so let’s get on Twitter.” Or they say, “Hey, we need a facebook page.” I agree that 

you need a presence on Twitter and Facebook, 
but I would add LinkedIn, YouTube, blogging 
and other social activities to that list. My point 
is that like building an overall corporate strategy 
for your company, your social strategy can’t be 
just about one thing.

Recently I read a great report by Carol Rozwell, 
a vice-president and analyst at Gartner, in which 

she said, “Social initiatives pervade the enterprise; they are becoming part of every business 
and operational activity. However, enterprises usually treat social initiatives as isolated 
projects because the technology is relatively new and it can often be implemented within 
hours at little or no cost. This project-by-project approach may achieve narrow goals (for 
example, resolving problems for customers faster), but it risks failure for avoidable reasons 
and may miss opportunities to create more value. IT leaders involved in social projects should 
explore the breadth of social business initiatives within their enterprise and what it means for 
their own projects.”

I can’t agree more. Further, when we’re talking about social media, we can’t forget that this is 
a business. Why is that important? If you’re running a business you have to do what’s good for the 
business. Everything you do has to be tied to return on investment and emphasize your brand.

To provide an example, you won’t find hotels.com doing tweets or videos on politics. Why? 
Because that has nothing to do with their business and talk of politics doesn’t enhance their 
brand. My point is that everything you do socially should be strategic and tied to a larger 
strategy that again takes your business to the next level.

Rozwell noted that companies should “help move their organization toward an enterprise-
wide strategy for social business. Based on discussions with clients, we believe that IT leaders 
do not realize how pervasive social initiatives have become within the enterprise. Social media 

My point is that like building an  
overall strategy for your company, 
your social strategy can’t be just about  
one thing.
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is filtering into almost every aspect of an enterprise’s work, 
and it will take several different forms.”

What does that mean? In short, it means that you’re 
on Twitter and that you’re on facebook and that you’re 
blogging and that you have a LinkedIn group and that you 
have a YouTube channel. And what’s even more important 
than just having a presence on these platforms and acting in 
a social way is that you have a holistic approach to all these 
different social activities and that they’re all tied back to 
getting you business results.

Take this example: Procter & 
Gamble’s Old Spice was just another 
guy brand with an entertaining 
spokesman in its TV commercials until 
the brand’s agency put Isaiah Mustafa 
on the Web recently and invited fans to 
use Twitter, Facebook and other social 
media outlets to pose questions that 
he quickly answered. The questions 
poured in--even celebrities asked a 
few--and Mustafa responded in more 
than 180 Web videos shot quickly over 
a few days.

Rozwell points out, “In some cases, 
social software deployments will look 
like a stand-alone application; in other 
cases, other types of systems will acquire 
social functions. Sometimes social media will play the lead 
role in an initiative; other times it will facilitate work carried on 
elsewhere. Social business initiatives will affect almost every 
system, process and role within the enterprise, so IT leaders 
should help ensure that they are not implemented as though 
they are just another technology deployment.”

Of course, every time you do something new there 
are challenges and stumbling blocks. Entering the social 
media fray is new territory for some. Rozwell puts it this 
way, “Social initiatives pose an enterprise-wide challenge, 
but most enterprises treat them as discrete projects. Often 
the IT organization does not even know when departments 
and business units undertake social initiatives. This 
approach can hurt individual projects and the enterprise in 
several ways, such as one project may conflict with others; 
IT and business leaders may miss opportunities; some 

problems require an enterprise solution; project leaders 
may needlessly duplicate work; or project team may not 
learn best practices.”

To address these issues Rozwell advises that “IT leaders 
should seek out peers across the organization who lead social 
initiatives and start to build relationships. Those who lead 
individual projects should first educate themselves about what 
is going on with social initiatives within the enterprise, by 
reaching out to IT and business colleagues who are involved 
with other social media projects. These discussions will 

bring to light common problems and 
opportunities for working together.”

Rozwell suggests that “by using 
social software you already have 
consumer tools, so IT leaders should 
build a community of business and 
IT people involved with social media 
projects. The community members 
can share best practices, discuss what 
works and what doesn’t work, solicit 
advice, consult on measures of success. 
The group can outline the common 
challenges that social projects face and 
show why these challenges require a 
response at the enterprise level. Such a 
response might take the form of a centre 
of excellence to formalize the sharing 

of best practices already occurring in the community. The 
centre of excellence would include IT and business users 
who have a representative set of skills needed for social 
media projects. 

Finally, IT leaders should work with peers to describe the 
typical phases in the development of social media projects 
— for example, from small-scale experiment to departmental 
implementation to incorporation within a business process 
to enterprise-wide deployment. The model would describe 
what project teams must do to succeed at each phase. This 
model can then serve as a kind of template for social projects 
so that deployments become more consistent.”

Now that I’ve detailed how important social media is 
and how there are different moving parts to any good social 
media strategy, why don’t you get started crafting your 
social media approach? You won’t regret it. ❖

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.

What’s even more  
important than  
just having a  

presence on  
these platforms  
and acting in a  
social way is  
that you have a  

holistic approach.
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Partnerships can help ensure that technology 
remains cutting-edge on all levels, all the time.

The reason there are dozens of loan origination systems is 
because many vendors think that’s where the money is. 
There are around three dozen loan origination systems 

doing business, and almost all of them promise to 
eliminate paper, speed the lending process, 

archive borrower data in the cloud, and 
make the point-of-sale a simple matter of 
clicking a few buttons. And they promise to 
complete that work in seconds.

In general, their claims 
have been as similar as their 

lackluster results, causing disappointment and  
unhappiness among users that have found that 

integrating the systems is excruciatingly difficult and 
using the systems sometimes joyless. As many lenders 

know from bitter experience, most of the origination vendors 
failed to live up to their promises. Either the system can’t do 

what they advertised or implementing the systems takes far longer 
than expected—and on a few occasions was never completed.

Too often vendors chose to develop their own document systems, compliance 
systems, point-of-sale solutions and others on their own, despite 
opportunities to integrate with existing systems. That’s led to 
underwhelming results.

Integration among vendors, the so-called “Best-
of-Breed” approach, would help address the 
complexities of the mortgage marketplace and the 

By Aaron Cope



business workflow nuances found among 
financial institutions of different types 
and sizes. For instance, the technology 
requirements of a lender that completes 
billions in originations each quarter con-
trasts with the demands of a credit union 
that completes a few thousand loans over 
the same time period.

Years ago a vendor may have devel-
oped the technology to address the needs 
of the top 25 largest lenders in the mort-
gage industry. But today vendors are try-
ing to lure business from much smaller 
lenders. Integrating with partners makes 
LOS vendors more nimble and able to 
offer more diverse offerings without the 
expense of development, but many do 
not find that option attractive.

Needless to say, vendors that seek 
to offer end-to-end solutions have been 
and continue to be at a high risk of dis-

appointing their clients. The require-
ments are just too broad for most firms 
to satisfy on their own, especially be-
cause they need to support lenders of 
every size and type.

That simply is beyond the reach of 
most of these vendors.

The market for loan origination sys-
tems has changed as well. The number 
of lenders that can license the software 
has been reduced. There are far fewer 
mortgage brokers than in the past, sev-
eral large lenders have gone out of busi-
ness or merged, and sub-prime lenders 
are a memory. Also, loan origination 
volume across the mortgage industry 
has fallen, further reducing the appetite 
for new platforms.

At the same time that revenue is fall-
ing, the standards for loan origination 
systems have risen, and what was good 
enough a few years ago simply can’t cut 
it today. That has placed more pressure 
on vendors to develop sound solutions, 

or they risk placing their own businesses 
in jeopardy. Some recognized they could 
not meet the new standards and were 
forced to merge or sell out.

On the plus side are community lend-
ers and credit unions that have seen their 
mortgage volumes increase. Virtually all 
the LOS vendors recognize this oppor-
tunity, and they are pursuing it, though 
the winners will combine a cutting-edge 
core offering and savvy integration with 
partners. Successful integration requires 
the ability to customize a loan origina-
tion system to the needs of the lender for 
a modest cost, as well as the ability to 
cull through potential partners to find the 
ones that can meet the needs of clients on 
time and with cutting-edge technology.

A vendor that can execute that 
strategy will gain a strategic advantage, 
one that appeals to lenders of all sizes. 

A platform that can be customized and 
integrated with a lender’s existing work-
flow is critical in this economic environ-
ment because there are fewer dollars to 
devote to technology.

Lenders recognize that they need to 
upgrade systems, but they prefer to do 
it selectively and, most assuredly, in a 
cost effective manner. As a result, most 
will examine the offerings from new 
vendors that have developed improved 
systems, especially if they can be cus-
tomized inexpensively to fit their needs. 
Almost by definition, new technology 
is more flexible than existing offerings 
that are built on dated platforms that 
have not been upgraded.

Or when these older platforms they 
have been upgraded, it’s been with a one-
size-fits-all approach that does not make 
integration easy and does not meet lend-
ers’ requirements in a post real estate 
bubble world. That approach will serve 
to frustrate lenders that are ready to in-

tegrate a cloud computing platform and 
hosted software, but whose vendor does 
not offer the technology.

Clearly, the right integration partner 
can help close that gap.

The bottom line is that lenders want 
software that is adaptable and that of-
fers customized workflow that can be 
configured to meet their needs. Lenders 
want more control over their systems and 
workflow and not a run-of-the-mill, out-
of-the-box solution. That may have been 
acceptable in the past years, but that is no 
longer satisfactory.

Here’s the point: Lenders are in a 
position to demand more from their ven-
dors, and they are not shy about doing so. 
For instance, lenders want to be assured 
that their technology can be adapted to 
comply with regulations from the CFPB, 
regardless of the form it takes.

But here’s the problem: Many ven-
dors simply cannot support cutting-
edge technology, though they have 
spent large sums of money and devoted 
untold hours of development time to the 
effort. While the market’s verdict on 
many of these technologies is that they 
fall short, they continue to be offered, 
sometimes with elaborate, expensive 
advertising campaigns.

Lenders are faced, therefore, with 
determining which technology offer-
ings will meet their needs and those that 
won’t. It is not an enviable task. This is 
not to suggest, however, that some origi-
nation providers cannot provide sophis-
ticated, elegant customization. But the 
cost is prohibitive, especially for the 
growth segments of the market: commu-
nity banks and credit unions.

Moreover, the traditional pricing 
schedule—a fat up-front fee to imple-
ment the system and annual maintenance 
fees for support and software updates—
is unsustainable. That’s why most pro-
viders, if they want a legitimate chance 
to do business in this niche, are offering 
transaction-based pricing. That’s partic-
ularly true of smaller lenders, but it ap-
plies to most large lenders as well.

Under this model, lenders pay the 
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As many lenders know from bitter 
experience, most of the origination vendors 
failed to live up to their promise.
“ “



LOS provider for loans that close, but 
they do not pay the up-front fee that 
many of the largest lenders paid. This 
is critical to these institutions because it 
frees them from having to reduce staff 
levels in a slowdown or increase them 
when loan volume grows.

With much less expense, but with 
improved capability, vendors that work 
together can improve their technology 
offering, broaden their markets, and fat-
ten their bottom lines.

Lenders desire an integrated platform 
that will ensure compliance and do so in 
an automated fashion. Lenders are open 
to LOS providers that integrate with 
other vendors to provide these services. 
Lenders are keen for an automated meth-
od that ensures compliance with RESPA 
and the Truth-in-Lending regulation un-

der which disclosures are delivered to 
the borrower within 72 hours. Moreover, 
access to documents such as the HUD-1, 
the Good Faith Estimate, Truth in Lend-
ing and servicing documents, should be 
no more than a click away.

Most mortgage professionals doubt 
that LOS providers have gotten the 
message. In fact, here’s a test that can 
prove that contention: Over the next 
few months, watch how many LOS 

vendors develop applications for the 
iPhone and iPad. It is likely that most 
of them will attempt to develop their 
own interfaces, rather than integrate 
the offering of a firm that specializes 
in point-of-sale applications. 

That’s a shame, but it is what happens 
when institutions fail to focus on core 
competencies and find integration part-
ners with which to develop technology 
platforms. ❖
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Aaron Cope is the head of operations at SaM Solutions US and the 
developer of Engage, a loan origination system. He can be reached at  
HYPERLINK “mailto:A.Cope@sam-solutions.net” A.Cope@sam-solutions.
net. SaM Solutions US, Ocala, Fla., is an experienced builder of loan 
origination systems and business intelligence tools designed for retail 
lenders, correspondent lenders and wholesale mortgage channels.
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Where’s  
The Business?
A rrowhead Golf Course, 

in Littleton Colorado a 
short drive from Denver, is 

exceptionally beautiful, even majestic 
as written on the courses’ website 
that also says it took 300 million 
years to form. The rock formations 
both throughout and surrounding 
the course push aggressively out of 
the ground and appear, with very 
little imagination, like the business 
end of an arrow. When combined 
with the clear blue sky of a June 

day almost 20 years ago together 
with the greenest of green grass, the 
feeling was almost magical. I was 
playing in a fund raising golf outing. 
Participating in that outing was a perk 
of being a member of the Board Of 
Director’s of the National Association 
of Mortgage Brokers, and this was 
their national convention. I was there 
not just as a member of the Board, 
but also as a motivational speaker. 
Most of what happened comes to my 
minds eye as if it were yesterday. 

The mortgage market is certainly not booming, but 
there is business to be had if you’re smart about it.
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By Ralph LoVuolo Sr.
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My cart companion was a senior offi-
cer of a major national mortgage banking 
firm. He and I had struck up a friendship 
over the years and we requested to share 
a cart. 

People who don’t play golf often won-
der what two people talk about when they 
are riding together for four hours. Now, 
this is a secret that golfers are sworn not to 
talk about and I’m going to be in serious 
trouble when my friends find out what is 
being written here. We talk about every-
thing. There, I said it! And our conversa-
tion that day was nothing exceptional un-
til we got to musing about our kids.

He was open to let me know how 
proud he was because his son, who, after 
graduating from college, had decided to 
become involved in the same business as 
his dad. My goodness, he was so pleased, 
he was almost bursting. 

So, what is your son going to do? I 
asked.

Oh, he definitely wants to be a success-
ful loan officer. No question. He thinks 
that’s where the money is. Plus he likes 
the feeling of being able to help people.

So, tell me about his company? Is he 
enjoying the work?

The company is not very big, just a 
couple of branches. One of the guys he 
graduated with is working there and his 
boss graduated a few years ago from the 
same school.

Sounds very cool. Tell me how he’s 
doing?

Well, it’s only a few months that he has 
been there. After he graduated he went on 
an extended vacation that I paid for so he 
could get that out of his system. But he 
really likes what he’s doing. He is having 
a bit of a problem; his volume of business 
could be better. I feel like he’s still in col-
lege cause I am still supporting him and 
my wife is starting to become pretty vocal 

about what we’re doing.
Geez! I said, I wonder what he could 

be doing wrong. The market isn’t that 
bad, he should be doing enough business 
to support himself by now. How long has 
he been there?

Well, after he came back from his trip 
with his girlfriend…

What? You paid for the girlfriend too. 
Isn’t she working?

Sure, but she hasn’t really tried to find 
anything that’s in line with her degree. 
Why should she? I’m paying the bills.

So, you’re supporting him and her 
too?

Yep, and as I said, my wife is not 
happy right now.

So, tell me what you know about his 
training.

Well, I really like what he told me 
about his boss, the sales manager at his 
branch.

What is it you like?
He told my son he would take him 

under his wings, be protective and give 
him access to his best experiences. I’m 
sure that all of this is because my son 
told him about me. But I really like how 
he told him to originate new business.

And that is?
Well, he told my son that because 

he is new to the business, it would be 
best if he went out to visit new real es-
tate agents. That way, he and they could 
figuratively grow up together in the 
business. It seemed like a great idea. I 

encouraged him.
So, what you’re telling me, as I 

quickly jumped all over him, is that his 
boss told him to call on real estate agents 
who don’t do any business. Isn’t that 
what you said? 

Oh, Ralph, I never thought of that. 
And I never thought of it in that way. Oh 
my God, how stupid of me.

Wait, don’t say that! You know you’re 
far from stupid. And it’s not for you to be 
thinking about originating business for 
your son. You have so many things on 
your mind that this is a very small part of 
what you have to think or worry about. 
But, I really mean that that is one of the 
dumbest ideas I’ve ever heard.

So as our game proceeded and even 
at the bar afterwards, we continued to 
share, well, I guess I monopolized most 
of it. Because of what I do for a living, I 
couldn’t resist giving just a small part of 
my business philosophy. I’ve never been 
shy about that.

What I told him and still tell anyone 
with whom I’m able to share my experi-
ences, advice and direction is this: if you 
want to do business as a loan officer, you 
need to solicit business from people who 
do business. I’ve been telling people this 
for so many years I’m losing count, both 
years and people.

The argument I get back is this. Well 
they are a big player. They do so much 
business why would they want to do 
business with me? My answer is first of 
all; do you think they have been doing 
business with that loan officer since the 
Realtor first started? Not likely. At some 
point in the past, someone convinced the 
Realtor to do business with him or her.

So here is a plan you all want to take 
with you as you leave this writing.

It’s really simple. If you want to do 
business as a salesperson and be success-
ful at it, you need to find referral sources 
that already do a reasonable amount of 
business. Then what you need to do is 
convince them that you’re the person 
who can help them do MORE business. 
WHAT????? You’re asking yourself. Is 
this guy nuts? 

Well, I am just a little nuts, but I have 
the greatest IDEAS that will help every 
one of you become as successful as you 
want to be.

Hear me on this. If you try to get Real-
tors to refer business to you and they’re not 
selling any homes, you’re going to wind 
up with an empty pipeline. This is just so 
obvious; it is surprising to me whenever 
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If you want to do business as a loan officer, 
you need to solicit business from people who 
do business.
“ “



anyone tries to offer an argument.
What most LO’s tell me is that they’re 

really reluctant to solicit business from 
Realtors who are successful. They don’t 
know how to break down the walls. What 
I’ve discovered is that the REAL reason 
the loan officer doesn’t want to visit suc-
cessful referral sources is almost always 
two-fold: 1- the LO fears NO! and, 2- the 
LO fears they will not have something to 
say that is different, beneficial, helpful, 
interesting, engaging and confident.

So here is what you all can do: 1- 
Learn to love NO! NO is not personal, 
it’s just another way of saying I’m not 
ready to do business with you. So you 
need to be able to understand that it is not 
meant to embarrass you, it’s not person-
al. It might and should challenge you to 
overcome NO by being persistent, help-

ful, interesting, beneficial engaging and 
confident. What I say all the time is this: 
You can’t hear NO! Your response is that 
you’ll be back next week. And when you 
go back, you’ll bring another idea that 
will be helpful. 2- Overcome your fear 
of not having something to say by having 
something helpful to say. Oh, I’m sorry, 
did I really write that? Yep! And I mean 
just that. I want you to have the attitude 
that you can benefit the referral source 

as no other person can. You can supply 
your referral sources with IDEAS that 
will help them do more business. Give 
them great IDEAS. Like teaching them 
how to use LiknedIn; how to use videos 
to their best use; how to generate loyalty 
from past customers.

By the way, my friend’s son quit his 
job a few days later and went to work at 
another company who hired me to coach 
their salespeople. ❖

Ralph LoVuolo Sr. is president of Mortgage Motivator, a consulting 
business whereby he shares over 50 years of experience in the mortgage 
industry with industry professionals at all levels. Ralph’s vast experience 
in the mortgage industry is demonstrated by having been involved in 
more than two billion dollars of mortgage production.
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Nancy Alley is not new to the mortgage space. She has been around the block. 
However, now she has a big company in Xerox Mortgage Services to shepherd. 
What does she bring to the table? Well, if Nancy’s history is any indication, she 

is ready to help struggling lenders forced to deal with decreasing volume 
and increasing regulation move their business to the next level.

Back in the late 1990s Nancy 
co-founded a company that 
offered up electronic sig-

natures and electronic vaulting to the mortgage 
space. This technology is just now gaining its 
footing, but Nancy was there from the start 
evangelizing and doing her part to move 
the industry forward. She’ll bring that 
pioneering spirit to XMS. Here’s her 
take on the future of XMS and the 
mortgage industry:
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Future
Looking 
to the

Nancy Alley takes over 
as General Manager at  

Xerox Mortgage Services,  
and she’s totally ready to  

revolutionize the entire 
mortgage space.

Executive Interview

          Tomorrow’s Mortgage Executive      32          



Q: For a lot of people, imaging and paperless 
are synonymous. What’s your take on how the 
definition of paperless has changed in the past 
five years?

NANCY ALLEY: When you think about paper-
less and take a step back, it was really just 
about getting rid of paper five years ago. 
We are in a very paper-intensive industry. 
So, paperless started with just replacing 
paper. What did that mean at the time? 
People started scanning documents and it 
was limited to a few departments within 
the lender shop. I would argue that paper-
less is so much more. You can now man-
age, share and collaborate on images and 
electronic documents. Further, as we go 
into the future you’ll be able to manage, 
share and collaborate using data. We’re 
moving along this evolutionary path. We 
are not talking about how you get rid of 
paper with our clients because most have 
done that already. Now we’re talking 
about electronic collaboration. When you 
think about collaboration, it has to bust 
outside of the lender’s walls. It can’t just 
be internal. It has to be cradle to grave. 
That’s my vision.

Q: Do you think the UMDP initiatives are going to 
help or hurt the industry?

NANCY ALLEY: This is a hot topic. In the past 
couple of years, this industry has seen 
huge change. Change is always painful 
at first, but I’m a big supporter of these 
initiatives because they will push this in-
dustry to the next level. How? These ini-
tiatives will drive paperless adoption and 
true electronic collaboration. This forces 
us to go even further and move away from 
being document centric to being data cen-

tric. Right now lenders have data in differ-
ent systems, but they may not talk to each 
other and that data may be in different 
formats. That now changes. To have the 
transparency to truly analyze everything 
that we’re doing is key. I think this makes 
that possible. 

The other positive piece that is not 
specific to UMDP, but relates to UMDP, 
is that UMDP mandates the use of MIS-
MO data standards. That’s a good thing. 
Historically we have always had propri-
etary systems and data formats that don’t 
talk to each other. So, we do have to get 
over the pain of change, but once we get 
passed that as an industry, this will be a 
great thing.

Q: Let’s talk about you for a bit. You recently were 
named the GM of Xerox Mortgage Services. What 
are your plans for Xerox Mortgage Services?

NANCY ALLEY: I’m excited to accept this 

position. I would have never agreed to 
do this if I didn’t think we had bright 
days ahead. Greg Smith coined a lot of 
phrases, but before he left he used to say 
that we don’t skate to where the hockey 
puck is now, we skate to where the puck 
is going. I agree with his philosophy. 
That’s what we’re going to do. We are 
going to skate toward the future. The fu-
ture is about data. Part of what we’ll be 
doing is becoming more data centric so 
our clients can collaborate based on data 
and not just documents.

Also, the XMS Network is very im-
portant. The network is central to my vi-
sion for XMS going forward. You don’t 
want to limit yourself to a solution in 
your walls, you want to communicate 
out in a seamless way. That’s how you 
drive true ROI.

Q: As the founder of what was Advectis and the 
BlitzDocs product, we all know what Greg Smith 
brought to the table, but what does Nancy Alley 
bring to the table? How is XMS going to be differ-
ent under Nancy Alley?

NANCY ALLEY: If you look at how Greg grew 
the company, you go back to the evolu-
tion of paperless. He did an amazing job 
of getting lenders to go paperless. I be-
lieve that one of the reasons Greg hired 
me was because of my tireless dedication 
to driving the e-mortgage. I am going to 
steer XMS down that road. I am going to 
make sure our clients have a roadmap to 
get to the full e-mortgage.

I also lead the efforts with BlitzDocs 
XE. My expertise around e-vaults has al-
ready shown itself within our product of-
fering. I think Greg letting me develop XE 
was a test to see what I would do with his 
baby. We are going to continue to build 
that out.

Q: Next year is the five-year anniversary of Ad-
vectis being acquired by Xerox. How has Xerox 
Mortgage Services leveraged its relationship with 
Xerox and its sister companies?

NANCY ALLEY: Advectis was the original 
company. They had a great solution and 
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Industry PredIctIons
Nancy Alley thinks:

1 Lenders will spend their technology 
dollars on comprehensive solutions 

that can easily and seamlessly manage 
exceptions.

2The definition of paperless will prog-
ress from basic imaging capabilities 

to the ability to collaborate on documents 
and data from cradle to grave. 

3Lenders will no longer define all-in-
one, or end-to-end, by the software 

system they use, but rather by the extent 
of their vendor’s reach to other partners 
throughout the mortgage lifecycle.

Executive Interview

Nancy Alley brings more than 20 years of financial services and 
mortgage industry experience to her role as the vice president and 
general manager for Xerox Mortgage Services. In her previous role as 
vice president of product management for Xerox Mortgage Services, 
Alley managed the company’s document collaboration solutions, 
BlitzDocs and BlitzDocs eXtended Edition. Alley also previously led the 
product management and engineering efforts of eSignSystems.
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great people. None of that has changed. 
However, we can now leverage Xerox so 
we can integrate services that we couldn’t 
provide prior. For example, the goal of 
XE is to fulfill electronically, but we don’t 
live in a perfect world. If the customer opts 
out we can seamlessly deliver the package 
through the mail in paper form. We also 
see a lot of demand for business process 
outsourcing. We can offer that and work 
on the file to do things like data extrac-
tion. At our fingertips we have all these 
other entities that we can leverage. 

Q: The MBA predicts the loan volume to drop off 
significantly in Q4. How can lenders use technol-
ogy to survive?

NANCY ALLEY: If we in the mortgage industry 

have proven anything in the last few years, 
it’s that we’re a tough bunch. I have no 
doubt that the industry will survive, but we 
have to be more flexible, which is where 
technology comes in. Lenders need to be 
looking at solutions that drive automation 
and collaboration. As volume drops off 
you need to figure out how you’re going 
to make money. The solution also has to 
be flexible because volume changes. One 
thing to look at is volume-based pricing 
to tie costs with your volume. As an in-
dustry we can’t stop innovating, but when 
you buy technology you need to make 
sure that it goes cradle to grave and im-
proves the whole process. Nobody can 
afford to do big pilots, they need technol-
ogy that will improve their process now 
that can solve their problems. To this end, 

the technology should be able to manage 
exceptions and be agile. As volume dips, 
that’s where you get revenue and ROI.

Q: What is the state of the industry and where do 
you see it going?

NANCY ALLEY: We all read the papers and 
watch the news, there’s still a tremendous 
amount of uncertainty. As volumes drop 
we are warned that volumes will drop fur-
ther. We’re also told that interest rates will 
increase. I don’t see light at the end of the 
tunnel, but it’s not all bad news. Lenders 
are getting comfortable working in these 
tight conditions. 

Getting more granular, I like where 
we’re going in terms of the data require-
ments. I hope this is the push we need so 
we can effectively and transparently share 
and collaborate on docs and data. We are 
a member of MISMO and I’m excited 
about MISMO acceptance. The more we 
can share data and collaborate based on 
data, the better the industry will become.

Q: With the rise in regulations and changing 
market dynamics, what are lenders’ biggest pain 
points and how are they leveraging technology to 
overcome them?

NANCY ALLEY: Lenders struggle with the 
constant flow of new rules. There are al-
ways new rules being thrown at them. The 
politicians are always thinking of some-
thing new. Lenders are now worried about 
UMDP. Are they ready? Are their apprais-
als in the right format? Will they be able 
to send to the GSEs in the right format? 
That’s just one example. As I look at that 
pain points, that’s why you need to lever-
age your vendor. Your vendor has to make 
sure that you’re ready.

Q: Last question: How would you define the state 
of innovation in the mortgage industry today?

NANCY ALLEY: As a technology provider we 
always want people to be proactive, but 
it’s a balancing act for lenders. So, we 
need to innovate as an industry, but we 
need to innovate comprehensively. ❖
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By Barbara Perino and Rebecca Walzak

Longing For True innovaTions

We are now up to our eyeballs in a housing crisis, and if we want to get 
out of the dumps we need to think outside of the box.

In 1981 getting an approval for a mortgage loan took at least 60 days or longer. Mortgage  
applications were typed, borrower information was obtained through “snail mail” and  
submitted to “loan committees” for approval. Once approved, loan documents were typed, 

signed and then the loan was sent on to be serviced by the bank that originated it. In the past 
thirty years we have seen numerous changes that have transformed this business model 

from an entirely manual one to one that relies heavily on technology to support getting 
loans approved, closed and serviced. Currently with all the actions and reactions of 

the subprime meltdown and subsequent regulatory impact, there is a new em-
phasis on “change”, only this time, as many say; we really need to not just 

change, but to be innovative. Everyone seems to agree that we need to 
identify what can be done radically different so that consumers, 

regulators, investors and shareholders will see how serious 
we are about eliminating the problems that brought us 

the Great Recession. The innovations that occurred 
in the past when we changed from a manual 

to technology driven process aren’t suffi-
cient or innovative enough to solve 

today’s problems. So what else 
has to be done to reach that 

exalted state of “true 
innovation”?  
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In order to answer that question we 
first need to understand exactly what in-
novation is. Is it as simple as change? Is 
there such as thing as bad innovation? 
What does a change have to consist of to 
be considered innovative and where in the 
process does change have to occur for it to 
be thought of as an innovative approach?  

Innovation is defined as “something 
new; being introduced for the first time.” 
This definition doesn’t do much to clarify 
the issue, but synonyms such as “trans-
formation, revolution, rebirth and meta-
morphosis” expand that understanding 
from just thinking of a simple change in 
the way things are done to the creation of 
an entirely new conceptual framework of 
business. In researching this issue Becky 
found that in order to accurately define the 
potential impact of the type and severity 
of these changes a classification method 
for innovation has been developed. These 
classes or levels include “Incremental In-
novation”,” Semi-Radical Innovation” 
and “Radical Innovation.” 

What differentiates these classes is 
the depth and scope of the change. While 
technological changes are often what we 
think about today when we discuss inno-
vation, changes in how the business mod-
el functions also need to be recognized as 
innovative simply because changes here 
often result in an entirely new business 
concept. For example consider a cup of 
coffee. It used to be that when you want-
ed a cup of coffee you would walk into 
a café that sold food and offered coffee 
as an optional drink with your meal. Then 
came Starbucks. Starbucks sells coffee as 
their main product along with a few food 
items in small neighborhood based loca-
tions. Now Starbucks Coffee Shops are 
gathering places, hot spots for working 
away from the office and a great place 
to just get whatever combination of cof-
fee, cream, sugar and flavorings that your 
heart desires; a brand new business model 
for the food industry with very little, if 
any, change needed in the technology.  

Of course technology’s impact on our 
business and personnel lives cannot be ig-
nored. While today we think of technol-

ogy more in terms of computing and data 
storage, technological innovations have 
been around since someone decided to 
put wheels on a piece of wood and make 
a cart. However some have been more sig-
nificant than others. Developing the tech-
nology that allowed for unheard of types 
of transportation, including airplanes and 
space travel is a historically significant 
technological advancement. The develop-
ment of numerous types of medicines and 
surgical techniques has certainly advanced 
the quality and quantity of life. There is 
no doubt that technology has been a ma-
jor driver of most of the innovations we 
have experienced today. So, how can new 
technology and new business models be 
used to develop the innovative approach 
that is so critical for the regeneration of 
our industry? The answer lies in the types 
of innovation that can occur.   

The PaTh Forward

Incremental Innovations are the primary 
type experienced within industries and 
businesses. These are the changes fo-
cused on improving the way business is 
done today. One way to envision this type 
of innovation is to consider the evolving 
cadre of changes made to processes or 
technology. For example, the introduc-
tion of fraud review technology used to 
determine inconsistencies in loan files so 
that they can be resolved before closing. 
Automated underwriting systems can 
also be considered an incremental in-
novation since it reduced the number of 
files that had to be underwritten manu-
ally but did not substantially change how 
underwriting was done or how credit 
policy was developed. 

The value of this type of innovation 

is, in most cases, readily apparent and can 
quickly be absorbed into standard busi-
ness processes. Because they are most fre-
quently seen in commoditized products or 
services, and appear to be “safe” chang-
es, it gives individuals and companies a 
sense of security and a stop-gap against 
the more radical types of change. We can 
expect that they will continue to be seen 
within our industry. Unfortunately these 
incremental changes do not appear to be 
making much headway in restoring con-
fidence in the industry or satisfying con-
sumer needs.  

Semi-Radical Innovations have now 
brought us some of the most common 
but far-reaching changes that combine the 
existing elements of one business model 
with a new way of streamlining business. 
An example of this is the sewing machine. 
When first invented, the sewing machine 
used in factories to produce goods avail-
able for sale was large and required heavy 
manual labor. Clothing that was made at 
home was done by hand and took a con-
siderable amount of time to produce. Then 
Singer designed and produced a compact 
version of the larger sewing machines for 
home use. Singer sold this technology to 
women, not men (a business model inno-
vation) which was unheard of at the time.

Today’s mortgage business is another 
example of this type of innovation. It 
combined a new technology with a re-
vised business model to create one of 
the largest securitization programs in 
the world. The technology that allowed 
companies to obtain data involving a 
huge numbers of loans and combine and 
price them would not have expanded 
as it did without the changing business 
model that created the impetus to origi-
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nate loans for sale instead of just placing 
them in a bank portfolio. 

Radical Innovations are changes that 
drive a totally new approach to how busi-
ness is done. There is no doubt that the 
introduction of personal computers was 
such an innovation. This technological 
advancement and the corresponding new 
or revised business models revolutionized 
the way business is done. It has spawned 
new businesses and expanded the reach of 
business to the point where every small 
business is global.

So what type and level of innovation 
does this industry need in order to solve 
the creditability and reliability concerns 
of consumers and investors? Must we 
tear apart the fabric of how we do busi-
ness and rebuild from scratch? Does the 
industry have to undergo a radical change 
in order to pull investors back into the 
market? What must happen to allow us 
to re-emerge from this disaster as an en-
tirely new being that warrants the value 
associated with home-ownership and an 
investment in mortgage-backed securi-
ties? Are we today’s caterpillars trying 
to shed its old cocoon so that a meta-
morphosis can take place into something 
new and better? 

The answer to all of these questions 
can certainly be “yes”, “no” or “maybe”. 
But before we start tearing and throwing, 
let’s assess where we are today. If we look 
at the basic loan origination and servic-
ing processes there has been no radical 
changes to the business model since it first 
began. Origination and servicing process-
es have actually slipped further behind in 
terms of innovation as highlighted by the 
return to stricter credit standards and the 
on-going foreclosure debacle that we are 
still suffering through. We still, with the 
substantial investment in technology, take 
applications, collect data and make credit 
decisions in origination. In servicing we 
collect payments and pay investors. In 
both cases we have focused entirely on 
an existing process, put some technology 
in place to take over some of the manual 
labor and where it didn’t work well, we 
devised work-around plans that usually 

involved adding more work for the staff. 
All of these efforts are basic incremental 
innovations; safe with no risk and no great 
opportunity.

There are also examples of innova-
tions that the industry has not taken advan-
tage of such as Cloud Computing. Cloud 
Computing is the ability to use data stored 
within individual company databases and 
use that data for multiple purposes in vari-
ous software programs that are available 
in the cloud (network of remote servers 
hosted on the Internet to store, manage 
and process data rather than on a local 
server or a personal computer).

So, what level of innovation do we 
need? Fortunately while real innovation 
can occur at any time, it is frequently seen 
at times of great crisis because innovation 
usually results from inspiration, despera-
tion and/or regulation. We are now up to 
our eyeballs in a housing crisis; having 
multiple new regulations being forced 
upon us daily, dictating the way we do 
business. We have yet to see any new in-
novation that changes, improves or ex-
pands our business to the benefit of any 
faction of our customer base; be it con-
sumer, regulator, investor or shareholder. 
There have been no innovations to lead us 
out of this morass in either the business 
model or the technology. 

NexT STePS

Fortunately there are some new ideas be-
ing generated, even if they are in the early 
stages. For example, to address the issues 
of data integrity, a new business model is 
being considered that will independently 
validate borrower data through automa-
tion. This will allow credit standards, prop-
erty valuations and title exceptions to be 

addressed upon application. Furthermore 
it will allow for true “risk-based pricing” 
since the data and process variances will 
be known before the loan is priced allow-
ing these issues to be taken into consid-
eration. Investors will then have transpar-
ency into the borrower, property, title and 
process issues that comprise the risk and 
can either accept, price for, or reject it.

There are also some innovative prod-
ucts under consideration. Among these are 
products that incorporate a modification 
methodology into the original mortgage 
or trust, so that if a problem should pre-
vent borrowers from making payments, 
the modification opportunity would au-
tomatically be evaluated and a lengthy 
and contentious modification evaluation 
would be avoided.

These types of innovations or changes 
are what’s needed if we are to recover 
from the problems of the past. This in-
dustry cannot afford to “play it safe” with 
the small incremental changes that have 
been forthcoming. The reality is that we 
need something radical; something that 
converts the long-established business 
model into something that addresses the 
problems of today and builds for the fu-
ture. Focusing on the problems of the past 
is a necessary part of this process but we 
also need to be thinking about how we 
will do business in the future. With the 
technologically savvy younger genera-
tions moving into the home-buying posi-
tions, what we do has to meet their needs 
as well. We no longer have the comfort 
of making small changes; we must, if we 
are to survive, move out of our comfort 
zones, learn the lessons from the past and 
create a radically new business model of 
mortgage lending. ❖
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By Scott Stein

Rethink YouR LoSD
uring this time of 
industry turmoil, 
as the mortgage 

sector settles into a new 
“normal”, many organi-
zations are taking a break 
from the day-to-day routine 
of processing loans to de-
velop a long-term, strategic 
plan for growing their busi-
ness. The technology be-
hind some of the solutions 
available to mortgage lend-
ers has evolved dramatically 
over the past several years. 
If you have not surveyed the 
market for significant new 
breakthroughs recently, now 
is an excellent time to do so. 
Many lenders have a loan 
origination system (LOS) 
that has been in place for sev-
eral years that is not meeting 
more recent needs. Others 
have an internally developed 
LOS that is becoming more 
and more difficult to main-
tain, or they have acquired 
or merged their way to a 
blend of systems that does 
not quite fit the bill. Luck-
ily, there are several options 

If you have not 
surveyed the market 
for significant new 
breakthroughs 
recently, now is an 
excellent time.
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available on the market today that can 
better position a lending organization for 
origination volume growth, improved cus-
tomer satisfaction, and greater employee 
engagement. Here are some key elements 
to consider when selecting a new loan 
origination platform.

Look For More Than Just a Loan 
Origination System. Today’s lending en-
vironment is more complex and regulated 
than ever. While it was once sufficient for 
an Loan Origination System to do just 
that – originate loans, it is now possible to 
have a Loan Management System (LMS) 
that allows the same user, with the same 
interface and the same training, to be able 
to not only originate loans, but to do much 
more. Many lenders are already utilizing a 
LMS to perform proprietary/HAMP/2MP 
loan modifications or to manage requests 
for subordinations of lines of credit or to 

meet the new Treasury requirements for 
a “single point of contact”. Each of these 
tasks may be accomplished while work-
ing on a common, electronic record of a 
loan that all qualified users may access 
in order to answer individual customer 
inquiries or report on the status of an en-
tire portfolio of loans. Some LMSs even 
include a customer portal that allows the 
borrower to submit documents and check 
loan status.  

No Installed Software. While “soft-
ware as a service” (SaaS) was once re-
served for “early adopters”, it has become 
commonplace even with the most con-
servative financial institutions. The over-
whelming benefit of not having to worry 
about specific hardware requirements, 
installing and updating the application 
software and coordinating and controlling 
versions of the software (including plug-
ins, display server software, etc.) across 
the enterprise is undeniable. In addition, 
the over-burdened IT staff no longer has 

to fight the constant battle with software 
conflicts that inevitably results from each 
new software version installation. Many 
lenders will benefit from a LMS that re-
quires nothing more than an Internet con-
nection and a standard Internet browser. 
If a system requires “applets”, client soft-
ware, or, worse yet, touts an “annual re-
lease”, you can assume the product does 
not offer a true Web-based architecture. 
A primary benefit of the SaaS model al-
lows a software provider to transparently 
update the software on a much more fre-
quent basis, while ensuring all users oper-
ate on the most current version every time 
they login to the system. This is especially 
important in keeping users compliant in a 
rapidly changing regulatory environment. 
Finally, a SaaS configuration using a se-
cure, centralized data center allows users 
to work from anywhere, anytime, regard-

less of geography, using any computer 
that is connected to the Internet.

Immediate Deployment. An associ-
ated benefit of a SaaS solution is that the 
start-up time is measured in hours or days, 
not weeks or months. A LMS provider 
should be able to set up and configure 
your office in just a day of two, including 
the development of any custom forms and 
the integration of your preferred service 
providers. A system based upon modern 
technology, with an intuitive user inter-
face and built-in decision logic, should be 
quick and easy to learn for all users, re-
quiring no more than an hour for admin-
istrator training and two to four hours for 
user training.

Pay Per Loan, Pass-Through Pricing. 
Pricing that breaks the mold of traditional 
per-seat or per-user license fees plus annual 
maintenance charges allows for a known, 
constant per-loan fee. An added benefit of 
having a specific cost attached to a loan is 
that it allows the fee to be passed through 

to the borrower on the HUD-1.
Data Integrity. An absolute priority 

for a Loan Management Platform is to 
require that a user enter a piece of data 
once, and only once. Requiring a user to 
input the same piece of data in several 
fields multiplies the opportunity for hu-
man error and should be avoided at all 
costs. More importantly, calculated fields 
should not be editable to allow 1 plus 1 to 
equal 3, or to allow calculations to differ 
form one document to another. A unified 
electronic folder for each loan simplifies 
corroboration of data between supporting 
documents and live loan data.

Automated Compliance Capabilities. 
Compliance starts with fully compliant 
50-state disclosures and instruments, but 
that is only the tip of the iceberg. A LMS 
that emphasizes compliance and audit as 
core features should either be built around 
a set of continually monitored and up-
dated documents or provide a direct, one-
click interface that returns fully compliant 
initial disclosures and closing sets, pref-
erably from multiple, leading document-
preparation vendors. The option to choose 
between documents provided by the LMS 
or an external partner offers the best of 
both worlds. In addition, real-time guid-
ance and feedback should be provided to 
processors as they perform tasks such as 
preparing the Good Faith Estimate. The 
system should alert them to, and assist 
them in correcting, violations to RESPA 
and other regulations.

Central Repository for Supporting 
Documents. A system that uses an elec-
tronic loan folder as the “system of re-
cord” for each loan easily organizes both 
data and workflow.  Users should be able 
to set milestones, schedule tasks, and alert 
other users at critical steps in the process. 
Providing a common view of this timeline 
to all participants is crucial in avoiding de-
lays in processing. Further, the ability to 
either upload or fax documents into each 
folder allows for a paperless environment 
that is easily accessible by all authorized 
parties. Users may review and make nota-
tions regarding the supporting documents 
required for underwriting a new loan or 
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An associated benefit of a SaaS solution is that 
the start-up time is measured in hours or days, 
not weeks or months.
“ “



analyzing cash flow, hardship or other 
factors in determining a possible workout 
scenario for loss mitigation. Third parties, 
such as employers, should have the ability 
to fax information into a folder and there 
should be a secure web-delivery feature 
for delivering individual documents, 
initial disclosures or completed closing 
packages to third parties such as attor-
neys or title companies. This allows par-
ticipants throughout the process to view a 
common data set of documents required 
to fulfill their individual role.

Free Access to an Ecosystem of Inde-
pendent, Integrated Services. Having the 
ability to access a wide range of services 
such as appraisals, AVM, credit, automat-
ed underwriting, flood data and mortgage 
insurance is vital to the success of a mort-
gage operation. Users should be able to ac-
cess all of these services directly through 
the Loan Management System. Further, 
they should be able to access a wide se-
lection of providers within each category, 
not be bound by a single vendor-selected 
or vendor-owned service. And finally, the 
connection through the LMS for both the 
lender and the service provider should be 
free. Any per-click fees, even if charged 
to the service provider, end up being paid 
by the lender in the form of higher fees for 
a given service.

Full Pipeline Transparency, Including 
Loan-Level Details for Investors. Today’s 
Loan Management Systems have the abil-
ity to allow lenders, borrowers, service 
providers and investors to collaborate se-
curely in real time across the Internet. Un-
derwriters and processors should be able 
to pass control of an electronic folder back 
and forth while nailing critical details, and 
managers should be able to oversee the 

pipeline by “looking over the shoulder” of 
any team member at any time. Bringing to-
gether the many different parties to a loan 
improves efficiency and accuracy across 
the life of the application, from origination 
through closing and beyond to the second-
ary market and potential subsequent modi-
fications. In fact, with a modern LMS, 
borrowers with Internet access can help 
complete the application, see their credit 
report, and receive imaged pre-disclosures 
live on the initial call with a loan officer. 
As the secondary market reemerges, it will 
become increasingly important to provide 
loan-level detail to investors.

Easy, Flexible Reporting. As the mort-
gage industry moves into an evermore 
regulated and scrutinized state, the mantra 
is “data, data, data”.  In this environment, 
reporting becomes increasingly critical. It 
is important to select a platform that pro-
vides several flexible, detailed reporting 
options that includes the export of report 
data in all industry-standard formats. A 
particularly attractive feature of reporting 
is the ability for any role within the sys-
tem to create adhoc reports that include 
any combination of data elements stored 
in the system for any given set of loans in 
the origination or modification pipeline. 

Peacefully Coexist with the Outside 
World. As with any technology deployed 
within your organization, integration is 
key. Your mortgage loan platform should 
be able to import existing loan data in all 
the industry standard data formats – in-
cluding DU 3.2, MISMO and data from 
older LOS platforms like the .BRW and 
.PRS formats. Likewise, any modern 
Loan Management System will not only 
be able to export loan data in all these 
formats, but will be able to bundle all 

loan data and supporting documents into 
a .zip file to be sent directly to an inves-
tor, as well as a provision for delivering 
directly to the Fannie and Freddie cash 
windows.  Some traditional LOS solu-
tions are a patchwork of products that 
have been either acquired or copied form 
other vendors. These products share nei-
ther the same code base nor architecture 
among various components of the LOS, 
making it difficult to move data and in-
formation throughout the loan pipeline, 
let alone into adjacent areas of your 
mortgage operation. The inability to eas-
ily and transparently move data across 
the enterprise so that all parties can share 
a common, robust, compliant view of 
each loan in the pipeline can be the num-
ber one productivity killer in any lending 
organization. This is a key consideration 
when selecting a modern LMS. Make 
sure you really understand what capa-
bilities you will have in moving data and 
in integrating with other functional areas 
of your organization. ❖
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Scott Stein is President and CEO of Xetus Mortgage Corp.  Xetus (www.
xetus.com) pioneered the development of a Web-based total loan 
management system.  Xetus provides loan management automation 
to lenders, service providers and investors, all working collaboratively 
in real-time over the Internet in a secure environment.  Xetus is also 
partnered with some of the country’s major credit organizations, 
underwriting and selling entities, mortgage insurers, valuation and compliance providers.
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