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Editor’s NotE

Gearing Up

The 2012 Presidential Election is still a long way off, but you wouldn’t know it. The GOP Candidates are running hard against 
the President. Some are even threatening bodily harm on The Fed to get attention. It’s quite disturbing actually. On the other 
end, the first declared candidate for 2012 was the President himself. Today he is using troubling economic news to go around 
the country and give campaign speeches and of course hold fund raisers instead of working in Washington for the people. Both 
sides are gearing up for a fight, but they’re not gearing up to provide solid solutions to our many problems.

PROGRESS in Lending Association is taking a different approach. Sure, we’re gearing up, but we’re gearing up to hold a 
very special event at this year’s MBA Annual that is designed to provide solutions and best practices, not talking points. We 
hope that you’ll attend. Here’s how we describe our Engage 2011 Event:

The ENGAGE 2011 event presented by PROGRESS In Lending Association is all about people who have a passion for 
advancing the mortgage industry during these challenging times. ENGAGE is much more than just your typical conference 
roundtable – it is also an active community of professionals like yourself sharing experience, knowledge, resources, content 
and much more.

PROGRESS in Lending Association will be hosting this groundbreaking event designed to engage the mortgage industry 
to discuss and find solutions to our many pressing issues. At this groundbreaking event, don’t expect the usual talking heads 
and PowerPoint presentations. This will be a frank and thorough exchange about solving the problems that face the mortgage 
industry and discussing opportunities that will provide you with a competitive advantage.

We will share best practices and sound business strategies. This event will take place from 1:30 p.m. to 4:30 p.m. at the 
Hilton Garden Inn located at 10 East Grand Avenue, Chicago, Illinois 60611 on October 9, 2011. This is the time to engage, 
be enlightened and excel with PROGRESS in Lending Association as we look to the future of mortgage lending. Admission to 
the event is free.

In addition, PROGRESS in Lending Association will make a HUGE announcement at the event that you won’t want to miss. 
It’s going to be a game changer! ❖

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?

The challenge facing servicers has also 
trickled into homeowner dissatisfaction with 
the mortgage process.

Your Voice - BY Jeff cernY

Borrower Communication

It is no surprise that foreclosures and defaults are still on the rise in today’s unpredictable economy. 
As the national unemployment rate hovers around 9 percent, borrowers continue to struggle with 
mortgage payments. The servicing industry, on the other hand, continues to struggle with the vol-

ume of default properties they must process within stringent legal guidelines. The sheer volume has 
been blamed for the recent servicer missteps including the robo-signing scandal of last fall and the hor-
ror stories of mistaken foreclosures. 

The challenge facing servicers has also trickled into homeowner dissatisfaction with the mortgage 
process. Communication between borrowers and servicers has always been a struggle, especially when 
loss mitigation and foreclosure are part of the discussion. Homeowners increasingly become frustrated 
with lenders and servicers.  

The true tragedy comes from borrowers who might have been able to avoid foreclosure with a modi-
fication or forbearance, but are unable to work effectively with the servicer. Homeowners struggle to get 
consistent information from the multiple employees they speak with. They are forced to tell their story 

to each new person their call gets routed to. Docu-
ments get lost. Time is wasted. Homes are lost. 

The recently mandated Single Point of Contact 
(SPOC) rules were put into effect to streamline the 
relationship between borrower and lender. SPOC 
first appeared in the settlement presented by the 50 
state attorney generals to the five largest mortgage 

servicers. It then was reiterated in the consent orders issued to the 14 largest servicers. But even SPOC 
will be rendered ineffective if the proper methods are not implemented to track borrower communica-
tion and disputes. In order to adjust to the SPOC environment, servicers must adopt new technologies 
to efficiently manage and track communication and customer disputes. To ensure accuracy and compli-
ance, as well as reduce the burden on staff, tracking must be automated. There should be little manual 
data entry required as any electronic communications are attached to the loan file upon sending.  

An automated system should alert the servicer when it is time to respond to borrowers and designate 
who within the organization is responsible for the outreach. This is especially important for servicers 
who have developed private-label modification programs, but must still adhere to HAMP timing guide-
lines. Tracking technology also creates a virtual paper trail to satisfy the requests of auditors.

However, improved communication tracking should kick in even before the loss mitigation phase. 
Customer disputes can include items such as credit bureau reporting mistakes, misapplied payments, 
and the servicer’s late payments of insurance and tax payments on behalf of the borrower. The tracking 
system should include a detailed record of all disputes associated with each loan, as well as supporting 
documentation that was exchanged between servicer and borrower. Although SPOC will be another 
hurdle for servicers to clear, its possible outcome could be a very positive step forward for the relation-
ship between servicer and borrower. The key to seeing the desired results and remaining in compliance 
is leveraging a robust technology that does the work. ❖
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Jeff Cerny is currently the vice president of professional services for GCC Servicing Systems, a provider of mortgage 
servicing technology and automated solutions for banks, mortgage companies and credit unions. He can be reached 
at jcerny@gccservicing.com.
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Sue Woodard is the President of Content & Publishing for Mortgage Success Source, the combined entities of the Mortgage 
Market Guide, LoanToolBox and PlatinumPro Marketing system. She has been featured as an expert on numerous media 
outlets including CNBC, and is also a highly sought-after industry speaker, trainer, writer and consultant. 

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.

Taking action almost always gives an  
advantage, even if the competition has 
more skill or ability.

RecoveRy Tips - By sue WoodaRd

Be An Action Figure

If you want something done – give it to a busy person.
An old, but very true saying. Busy people get things done, which is probably why they are so 

busy to begin with...people want to do business with them. Sales people are often flooded with great 
sales tools, tips and strategies that promise to increase their business. These tools are typically very 
beneficial and do provide wonderful solutions. But the one thing they can’t do is force the sales person 
to take action.

Simply taking action is perhaps the single biggest key to success, in business and in life. In most 
every sales office, the top producers are not necessarily the smartest or those blessed with raw talent, but 
are those who have learned the power of taking action – and actually execute.

Taking action almost always gives an advantage, even if the competition has more skill or ability. It 
is very common to see talent wasted or not optimized, because no concrete actions are taken to produce 
results. They say “knowledge is power”, but knowledge is only powerful if it is acted upon.

So how can we practice and improve our ability to take action?
<<< Start by not over analyzing. Sure, we need 

to think things through, but you can over think it 
too. If you worry too much about getting an idea 
exactly perfect before implementation, you can 
lose momentum, lose your window of opportunity 
or worst of all...never do it. You’ll rarely have 
perfection, so a good strategy is to move forward 

on executing your idea if you think your chances of success are at least 70%. 
<<< Break a large project into bite size pieces - your action steps. If an idea that you know will 

improve your business just seems too large or overwhelming, break the plan down into manageable 
steps. Determine what actions need to be taken, then go ahead and take the first one!  If needed, schedule 
an appointment with yourself on your calendar to take each action step, so you don’t fall into the “I’ll 
get to it when I have time” trap.  How do you eat an elephant? ...One bite at a time... 

<<< Don’t procrastinate. Easier said than done - but the truth is that the longer you wait to do 
something, the slimmer the chances get that you will ever do it.  Rather than putting it on your endless 
list of “to-do’s” – get started right away.  

<<< Develop an accountability plan.  Tell someone else what you are going to do, and by when – just 
verbalizing your plan to someone else helps triple the likelihood that you’ll definitely follow through.  

<<< Need fresh ideas to execute?  Look no further than this very publication.  Select even one idea 
out of the many – and make it happen.  Next time you attend a seminar, listen in on a webevent, read a 
great industry publication…make a commitment to walk away with at least one action item – then put 
it on your calendar and do it.  

The bottom line is that it doesn’t matter how many great ideas you hear or see. It doesn’t matter how 
many great plans you come up with for yourself, your business, or your life.  What matters is how many 
of these ideas, plans and dreams you put into action and make a reality. ❖
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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

Uncertainty Remains
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Integrated Asset Services, a default management and 
residential collateral valuations provider, released the 
latest IAS360 House Price Index (HPI). Based upon 

the most granular data available in the industry, the index 
jumped 2.0% across the second quarter of 2011.

In a complete reversal of the first quarter, all four of 
the nation’s census regions registered gains for the three-
month period. The IAS360 HPI, which uses proprietary 
trending methodology to identify market trends earlier 
than any other HPI, reported a 3.1% rise in the South, with 
the Northeast and the Midwest each gaining 2.5%. The 
hard-hit West, meanwhile, managed a 0.1% rise accord-
ing to IAS data.

Seven of the country’s nine U.S. census divisions also 
reported positive second-quarter numbers. Gains ranged 
from an impressive 4.7% jump in the West South Central 
division to a modest 0.5% rise in the Pacific. Only the 
Mountain division, which includes the still weak Las Ve-
gas metro area, and New England, where Boston dropped 
an outsized 8.1%, reported declines.

“The IAS360 reflects literally thousands of transac-
tions at the neighborhood level,” says Paul Sveen, chief 
executive officer of Integrated Asset Services, provider of 
the IAS360, “so we have to respect the breadth of this 
period’s gains. One good quarter hardly qualifies as a re-
covery, of course, but it definitely has our attention.”

At period end, U.S. house prices as measured by the 
IAS360 are now down 0.6% for 2011 and 1.3% for the 
last 12 months. Despite the second-quarter turn to the 
positive, ongoing uncertainty about the nation’s economy, 
not least of which tight credit, stubbornly high unemploy-
ment, and a glut of foreclosures, continues to weigh on the 
housing market. 

So, too, does so-called ‘foreclosure-gate’—the legal 
squabbling about the process used to repossess many 
homes—which has delayed the sale of many foreclosed 
properties in the pipeline. In the meantime, the number of 
foreclosures and short sales, which reportedly accounted 
for about one-third of home sales in 2010, is expected to 
rise. The fear that prices will fall further, coupled with 
stricter lending rules, could keep pressure on.

“It’s absolutely imperative we—and by we I mean 
those of us on the servicing side—speed up the distressed 
sale process,” says Sveen. “The longer it takes to put the 
foreclosure-processing issue to rest, the greater will be 
the backlog of properties. Even confident buyers will hold 
off, I’m afraid.” ❖ SOURCE: IAS360
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Process ImProvement - By tony GarrItano

A New Normal
Volume is low now, but 2012 is predicted to be even worse. How do lenders 
survive? Here are some ideas…

We got some more bad news from the MBA. The trade associated said that despite lower 
forecasted mortgage rates, weaker projected economic growth in 2012 led to a reduction in 
MBA’s origination forecast for that year to $931 billion, which would be the lowest volume 

originated since 1997. 
Jay Brinkmann, MBA’s Senior Vice President of Research and Education and Chief Economist 

said, “We have lived through a series of unprecedented events over the past month: the debt ceiling 
crisis, S&P’s downgrade of U.S. Treasury debt, the ongoing sovereign debt crisis in Europe, a com-
mitment by the Fed to keep rates near zero for the next two years and stock market volatility that has 
reached levels not seen since the fall of 2008.” 

Brinkmann continued, “As negative as much of this outlook appears to be, there are some indicators 
that have been more promising. None of these factors suggest any strong growth, but in total they do 
suggest a path out of this slowdown. Thus, we have revised our projections from previous estimates for 
GDP growth downward from 1.9 percent growth to 1.5 percent growth for 2011 and from 2.8 percent 
growth to 2.3 percent growth in 2012. Given the overall path of economic growth, we expect that the 
unemployment rate will stay above 9 percent for the remainder of 2011 and drop only slightly below 
9 percent by the end of 2012.

“Nothing in the housing market data suggests any significant change from our previous expec-
tation of a frustratingly slow period with lackluster sales volumes. Purchase application volumes 
remain stuck at low levels, and even fell further in response to the volatility surrounding the events 
described above. Relative to last month, we have reduced our estimate for purchase originations in 
2012 significantly, matching our more pessimistic outlook for the economy, the job market, home 
sales, and home prices.”

So, there’s the bad news. Volume will continue to 
be down, but I believe that there is hope. This is not the 
end of the world. What are we to do? In this column 
every month you hear me preach about automation, so 
this time I thought I would ask the experts for their 
thoughts. 

First, I talked to Prudence Green, VP of client ser-
vices at Xerox Mortgage Services. She said, “Everyone has been busy. Now that it’s slow they can look 
at technology investment. You want intelligent collaboration that goes cradle to grave. We at Xerox 
are constantly looking to evolve processes. The ability to handle exceptions is key. You should have 
technology to handle the normal loan, but you want technology to handle those 20% of loans that are 
not in that normal category, as well.”

But Green is not suggesting that the human factor isn’t needed. “Everyone wants to increase cus-
tomer service. Everyone wants to feel special. As such you need to look at everything “e”. Things 
like e-signatures, and e-disclosures are very important today. You also need to look at load balanc-
ing. Lenders need to shift resources because maybe a branch closed or a new branch just came 
online,” she said.

Volume will continue to be down, but 
I believe that there is hope. This is not 
the end of the world.
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“Essentially, lenders want one click. The ability for 30 things 
to happen with one click is huge. When you are doing something 
50 or 60 times a day, eliminating the number of clicks is huge. 
You also want technology that drills down to the document level. 
This is where e-disclosures and e-signatures are important. You 
have to be forward thinking and proactive.”

Second, I chatted with Lester Dominick, president and CEO 
at Mortgageflex. He added, “The market today offers limited 
opportunities to create demand, so when discussing competi-
tiveness in a down market, the real topic 
is how to win and maintain market share. 
While every market is unique, the simple 
answer is to turn competitors’ weaknesses 
into your strengths. If competitors do not 
offer products for niche markets, then be-
come the niche product expert. If competi-
tors have customer service issues, then ex-
cel in the areas where they perform poorly 
and convey that message to the consumer. 
The ideas are endless.”

But as we all know, lenders are some-
times technology resistant. They need 
concrete ROI before moving forward on 
anything. So, I asked Lester: How can 
technology really help lenders now?

He answered, “There are three primary areas where I see 
technology making a positive impact. First, expanding business 
opportunities, secondly, lowering operating costs while improv-
ing customer service and loan quality, and third, better execution 
results in the secondary market.

“To acquire more business opportunities, technology should 
support corporate go-to-market strategies. If the strategy is to 
retain and recruit the best loan officers, they must be provided 
with the best point of sale and lead management technology 
available. If a strategy is to reach a certain demographic seg-
ment, perform market research and discover ways to reach that 
segment, whether it’s through affinity groups, trusted advisors or 
the internet. Open new channels to engage the consumer includ-
ing the use of websites and apps for tablets and smart phones. 
Offer technology resources to business partners to make doing 
business easier and more efficient.  

“Operating costs can be significantly lowered with the use of 
workflow, imaging and electronic delivery to produce loans,” he 

continued. “The use of business rules combined with workflow 
improves compliance and loan quality without adding additional 
personnel. Electronic interfaces triggered by workflow can be 
used to automate steps in the loan process that previously re-
quired personnel to execute. The data from these interfaces is 
used to validate data for loan quality and fraud prevention, order 
required services, and deliver documents to participating parties.  
The use of Business Intelligence (BI) provides feedback to man-
agers to use for everything from monitoring quality control to 

resource management. BI also gathers data 
to identify process improvement areas.”

Speaking of data, he pointed out that, 
“Quality data in the pipeline results in low-
er hedging costs and better executions in 
the secondary market. Consequently, sec-
ondary marketing managers with reliable 
data make better trades.”

Lastly, I reached out to Kevin Collins, 
President, Lending Solutions, Fiserv. He 
reaffirmed the MBA’s dismal forecast. 
“We’re feeling the same way from a fore-
casting standpoint,” he said. “2012 isn’t 
getting any better. We do see lenders in-
vesting in technology now to prepare for 

a rebound, though. Lenders want to drive down operation cost, 
look to cross-sell opportunities, reduce redundancies, and im-
prove compliance controls.”

To this end, Fiserv has taken bold action. The company has 
just gone live with its first client on its new common origination 
platform. The application handles consumer, home equity, com-
mercial and mortgage lending. “You need to be on one platform 
to get all the advantages that automation offers,” argued Collins. 
“The market has been asking for this for years. The No. 1 want 
among our clients was to have one LOS for all loan products. We 
started on mortgage in 2008 and 2009. 

“Since we’ve gone through this ugly cycle, people have taken 
a look at what technology they could have used that would have 
helped them. Lenders are now investing to reduce redundant sys-
tems. And with the rules-based capability we can change things 
on the fly, which speaks to the changing regulatory environment. 
It’s about agility.”

There you have it, three experts agree that technology is what 
will help lenders survive the new normal. ❖

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.

There you  
have it,  

three experts 
 agree that  

technology is  
what will help  

lenders survive  
the new normal.

15      Tomorrow’s Mortgage Executive           





Future trends - By roger gudoBBa

Risk: Rewards or Not
Everyone experiences some levels of risk in their lifetime, but for mortgage 
lenders it’s a critical part of business.

The Chinese symbol for risk is a combination of danger and opportunity representing the down-
side and the upside of risk. For example, down here in Florida, driving on the freeway is akin 
to driving in the Indianapolis 500. We can’t begin to anticipate or predict what the other driv-

ers will do. But the difference is that at Indy the professional drivers know what the rest of the field 
will do in certain situations. There are no surprises. It is even worse on the surface roads. I have seen 
people go across three lanes or come to a complete stop, put their turn signal on and wait for clear-
ance rather than miss their turn and have to dive past and loop back. That’s more risk than reward. 
Most of us don’t know how to react because of lack of experience. It requires more defensive driving 
down here than anywhere. I believe that if we wanted everyone to drive 70 we should set the speed 
limit to 55. 

History has shown that physical risk and material 
reward historically went hand in hand. The risk-tak-
ing caveman found food and the risk-averse caveman 
starved to death. Physical risk and material reward 
went hand in hand. Until the industrial age activities 
exposed those involved to physical risk with economic 
rewards. The advent of financial instruments and mar-

kets has allowed us to separate physical from economic risk. A person who buys options on tech-
nology stocks can be exposed to significant economic risk without any potential for physical risk, 
whereas a person who spends the weekend bungee jumping is exposed to significant physical risk 
with no economic payoff. 

What does this have to do with our industry? All types of real property can be, and usually are, se-
cured with a mortgage and bear an interest rate that is supposed to reflect the lender’s risk. Mortgage 
risk is the probability that a lender’s actual return will be different than expected. The risk is not only 
“downside risk” but also “upside risk” (returns that exceed expectations). 

Mortgage lenders analyze the likelihood that the funds will be repaid or if they are not repaid, the 
lender will be able to foreclose and recoup some or all of its original capital. There is also the pos-
sibility of losing some or all of the original investment. The charge to the borrower depends upon the 
credit risk in addition to the interest rate risk. 

Going beyond the Perfect Loan led to the Perfect Storm.
For the lender the “Perfect” loan has a 20% down payment, cash reserves, solid collateral and 

a borrower(s) with a solid employment history, excellent credit and sufficient income to make the 
monthly payments. While there is always some risk by following these simple guidelines the possibil-
ity of a loan going into default is minimized. So what happened?

In a fixed-rate mortgage the interest rate will not change over the life of the loan. Adjustable-
rate mortgages transfer part of the interest rate risk to the borrower. As the pool of conventional 
borrowers diminished, the lenders created new mortgage products. The problem is that many of 
these unconventional loan products tend to create a higher rate of delinquency and greater chance 
of default. All of these special financing plans or specialized mortgage products make it easier for 

The advent of financial instruments 
and markets has allowed us to separate 
physical from economic risk.
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the borrower to get the money needed to buy a property. The 
problem is that it is also easier for the borrower to get into a 
precarious financial position.

Most borrowers want to make their mortgage loan payments. 
Unless fraud is involved, the reasons for default generally fall 
into one of these scenarios. 1) Loss of income caused by job 
loss, demotion, or the employer down-sizing; 2) One of the co-
borrowers no longer contributes financially due to illness, death 
or divorce; 3) Unexpected medical expenses; and finally 4) 
Over extended credit use after the loan was granted. The loss to 
the investor includes principal and interest payments, decreased 
cash flow and increased collection and foreclosure costs. In ad-
dition, the asset may be worth less because of market conditions 
or the condition of the property. 

Unfortunately, borrowers, lenders and investors were caught 
up in the escalating home prices and relaxed underwriting stan-
dards that put many in unsustainable mortgages. This led to the 
current financial crisis that will take years to get back under 
control. We are going back to the basics. Rising delinquencies 
and foreclosures will mean fewer people will qualify for loans. 
“The pendulum of risk taking by lenders has swung to the side 
of excessive caution” stated Bernard Baumohl in a recent ar-
ticle. According to a white paper by Benchmark Consulting 
“Risk-based pricing, in the simplest terms, is alignment of loan 
pricing with the expected loan risk.” 

The complexity and variations in the multitude of loan prod-
ucts offered was overwhelming for both the loan originator and 

the borrower. Larry Huff from Optimal Blue stated it best “From 
idea to necessity: product and pricing engine technology has 
become a necessity in today’s complex lending environment. 
Underwriting guidelines and rates can no longer be contained 
on spreadsheets, making technology the way to go.” 

He goes on to say “It sounds sacrilegious to say this, but the 
loan product itself--not the borrower or the collateral-should have 
the most influence in newer systems because of its complexity 
and integral relationship with all elements of the manufacturing 
process. In the final analysis, the mortgage business isn’t going 
to get simpler. In fact, it is going to get more complicated, and 
information is going to change even faster as we continue to 
creatively enhance the variables that influence the risk equation. 
Yet no matter how complex the rules become, there’s one thing 
you can count on: The leading competitors in this niche will 
continue to build systems that can handle the change.”

But is that enough? I believe we need to think outside the 
box and drastically change the way we evaluate loan applica-
tions. Maybe there has been too much reliance on AUS and 
credit scores. I am not saying these tools have not had an impact 
on the loan process but we need to challenge the status quo. 
More on this in future articles.

I recently read a special report Anatomy of Risk Manage-
ment Practices in the Mortgage Industry: Lessons for the Future 
published by the Research Institute for Housing America and 
the Mortgage Bankers Association. This is an excellent analy-
sis of risk management in the mortgage industry I will devote 
future articles exploring the concepts. 

The executive summary is: “Not since the Great Depres-
sion has there been a contraction in the U.S. housing market 
of such scale. With much attention given already to complex 
mortgage securities, their risks and impacts on financial mar-
kets, this study examines the underlying loan manufacturing 
process that greatly contributed to excessive risk building 
across portfolios and mortgage securities alike. Particular at-
tention is focused on the dynamics behind risk taking within 
mortgage firms leading up to the collapse in housing in order 
to understand what drove these firms to the brink and what les-
sons can be learned.”  

Final Thought: Do you go for the pin and hit your ball 
across the water hazard or do you play it safe? Remember the 
bigger the risk; the bigger the reward or the potentially disas-
trous results. ❖

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.
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Business strategies - By Michael haMMond

Conquer Your Fears
The mortgage market can be scary, but there are new technologies out there 
that can help if you’re up for change.

Change is scary, but by now shouldn’t we be used to it? We faced MDIA, RESPA, LO 
Comp, Dodd-Frank, etc. At some point you have to just say, “Bring it on, I’m ready.” Of 
course, going forward we are now in the middle of UMDP and all that comes with it. Like 

I said, we can take it.
However, just because we’re resilient doesn’t mean there isn’t a degree of fear. But we all have to 

conquer our fears. How do you do that? You face your fears and you walk out the other side a better 
person. Don’t let fear hold you back. 

Along these same lines, I think fear hinders companies from taking advantage of every opportunity 
available. The biggest example of a missed opportunity is how the mortgage industry has been slow to 
adopt social media. In a down market you have to be out there. Don’t let fear of social media stop you 
from taking advantage of the benefits of this technology.

I was reading an article called “Why are some companies still afraid of social media?” by a com-
pany called High Profile Enterprises. They explained social media fears this way:

“The fact that social media for businesses is a part 
of a technological explosion which has been chang-
ing the way companies think about marketing, brand 
implementation and communication” should be com-
pelling. “The traditional forms of advertising and mar-
keting have been relatively unchanged for decades now 
apart from the addition of a “digital” department for 
larger companies. And I need to make this quite clear 

– social media does not replace advertising and marketing. It is an extremely powerful addition and 
needs to operate in synergy with the business marketing strategy.”

The authors go on to point out some of the key reasons why companies are reluctant to join the 
social revolution. Here’s their take on what companies usually say in order to justify staying away from 
social media:

<<< If I put our brand on social media sites people may criticize or say bad things about our 
brand

<<< No one can convince me that all of that time spent on social media brings any tangible 
ROI results

<<< We have already banned staff use of social media during work hours – how can we then 
allow some individuals in our organization to spend time on these same sites?

<<< Social media is a “flavor of the month” fad that will wear out its welcome
<<< We are not prepared to employ a social media manager – we already have a marketing 

department
<<< These sites are where kids share photos of parties, and are full of baby and pet photos
Does your company fall into any or all of these categories? My guess is that some lenders and 

technology vendors are saying some or all of these things about social media. So, let me act as a myth 
buster and tell you that these concerns are not grounded in truth.

People are talking about your  
company on social media right now. 
You can’t stop that, so why not join in and 
use this tool to your advantage?
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First, people are talking about your 
company on social media right now. You 
can’t stop that, so why not join in and use 
this tool to your advantage? You know 
what they say, if you can’t beat them, 
join them.

High Profile Enterprises says, “By not 
being on social media sites you are losing 
the opportunity to put complaints right. 
You are missing the opportunity to build 
a relationship with your customers and to 
create a human aspect to your company. 
Social Media is a very powerful way to 
manage your online reputation. The big-
gest companies in the world have whole departments dedicated 
to monitoring social media sites looking for any mention of the 
brand – good or bad – and these specialists respond quickly 
to make certain that any complaints are not able to become 
viral and damaging to the company’s online brand. They also 
respond to those who are saying good things about the com-
pany or products with a friendly reply. This has the very real 
potential to build thousands of passionate brand ambassadors 
who share their enthusiasm for your company with their own 
online communities.”

Too often lenders and vendors are focused on hard ROI. You 
can’t attach an ROI to having and maintaining a good reputa-
tion. That is invaluable, especially in this market when volume 
is declining.

However, social media carries tangible ROI, too. The article I 
read notes, “There are a multitude of very accurate tools available 
to monitor social media performance. There are online measure-
ment tools such as Klout which gives a score out of 100 for your 
social media authority. There are also tools such as Google Ana-
lytics or Facebook Insights to drill down on data and statistics. 
And there are many more ways to measure the amount of interac-
tion your company is seeing online. If you were to examine ROI 
from the offline version of advertising and marketing what is the 
measurement of effectiveness of branding related media ads? Are 
you able to measure how the brand is perceived by consumers as 
a direct result of the campaign? Are you able to measure whether 
your brand is higher in the consciousness of the demographics 
you are targeting? Apart from employing market research special-
ists to find out for you how effective a campaign has been, there is 

really no way to track the results.”
For vendors, ROI is equated with sales, 

but there is more to business. We should 
be aware that social media is not about 
selling to your customers, and many busi-
nesses make the mistake of thinking that 
if they sell directly via social media plat-
forms this is where the growth will come. 
The big international brands are aware of 
this and use social media accordingly. 

Most social media gurus advise you 
to “post fun things, post photos of staff 
in social situations, run competitions 
to get customers to contribute their 

thoughts to the conversation, but you will not see social me-
dia savvy firms saying “Buy our stuff, for a limited time”! 
Hard sell is a major turn-off in social media and effectively 
alienates your customers.

“Similarly, companies that ban the use of social media by 
employees during work hours are missing the point. The best 
case scenario is to train the staff to use social media in a posi-
tive manner which will enrich the company’s online profile by 
teaching correct etiquette and the right way to promote the brand 
via their own networks. This takes a very focused strategy but 
the rewards are great in that the employees are part of the social 
process and part of the human face of the brand.”

But above all else, recognize that social media is here to 
stay. We’ve seen revolutions waged using social media. This 
technology is not going away, it’s evolving and becoming even 
more pervasive. 

All analysts predict that “social business is in a massive 
growth phase and the technology associated with it is evolving 
at an incredible rate. How does that relate to business use? Think 
of it this way. 

The speed of connectivity in people’s networks, the sheer 
weight of numbers of participants, the rapid sharing of informa-
tion in a viral manner all mean that a smart business can tap into 
this stream of information and establish a presence very quickly. 
The ability to communicate with thousands, and for some larger 
brands, millions of consumers on a daily basis is not something 
to be ignored.”

So empower yourself today to overcome your fear of social 
media. Get over your fear of social media and get onboard. ❖

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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S
ervicers today face an unprecedented volume of delinquent loans and foreclosures, 
which likely will build as more distressed homes emerge from the shadow inventory. 
They also must cope with ever-changing layers of state and federal regulations, and 

investor servicing guidelines, and the constantly shifting requirements of government 
programs. All of these factors have created a complex web of servicer 

policy and compliance challenges.
In addition to increased staffing levels to keep up with 

the volume surges, a new set of challenges 
has emerged for servicers: constant 

 process adjustments to han-
dle the investor and  

ChallengeS
a Web of

Servicers have to cope with ever-changing layers of state and federal 
regulations, and investor servicing guidelines.

By Ravi Ramanathan
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individual state-by-state level changes to 
regulations. Servicers must now also en-
sure that the decisions of their servicing 
associates who review the delinquent and 
distressed loans are consistently in line 
with their policy and procedural guide-
lines. Freestyle decision-making and 
experience-based interpretation of guide-
lines can leave servicers vulnerable to 
costly errors and reputational risk.  

Banks are learning that origination and 
servicing compliance, prior to the sub-
prime crisis, were largely related to docu-
ment gathering processes. Generation of 
key documents, and the timely disclosure 
and execution of terms and notices, were 
the primary focus. This has now been 
layered with process-based compliance 
to ensure that the subjectivity of process 
decisions by bank employees is replaced 
with more objectivity. Furthermore, much 
of the compliance was based on a snap-
shot of loan file data. There is a real need 
to supplement document compliance with 
additional procedural associate compli-
ance throughout the loan life cycle.

Complex Rules

Compliance in today’s world is not black 
and white. Most of the servicing com-
pliance challenges are not just based on 
timelines, but are also process- depen-
dent. For example, the Treasury’s Mak-

ing Home Affordable Programs (HAMP, 
HAFA, 2MP) have gone through numer-
ous major program changes as they have 
evolved. The GSEs have layered ad-
ditional guidelines and updates to their 
servicing directives. The state, federal 
and regulatory guidelines also need to be 
accounted for. To further complicate mat-
ters, all of these regulations are subject to 
interpretation. The policies followed and 
the related actions that servicing associ-
ates take need to be customized based on 

several loan characteristics such as: the 
state the property is located in, whether or 
not the property is owner-occupied, prop-
erty condition, Service members Civil 
Relief Act (SCRA) checks and the status 
of loan delinquency.  

The increased scrutiny of servicer de-
cisions by internal and external auditors 
has raised the bar for electronic documen-
tation of the process trail, in addition to the 
document trail. It is no longer enough to 
establish compliance by referring to train-
ing guides and processing manuals-- loan 
level electronic documentation is required 
to prove beyond a reasonable doubt that 
the servicing associate followed the then 
prevailing policy.

Servicers must show they made a com-
pliant decision during each step of the loss 
mitigation and foreclosure processes, as 
well as how and why they took each step. 
Was the Home Ownership Modification 
Program (HAMP) offered to the distressed 
borrower? Was there a reasonable attempt 
made to reach the customer? Were loan 
modification, short sale and deed-in- lieu 
workout options pursued and presented to 
the borrower prior to initiating a foreclo-
sure? Servicers must show that they have 
exhausted all the possibilities of keeping a 
borrower in their home before moving to 
foreclosure. How do servicers show that 
they’ve done enough to satisfy all these 

requirements?
The investor guidelines around criti-

cal servicing decisions leave a good deal 
of room for servicer and associate inter-
pretation. These complex decisions need 
to be broken down into a series of simpler 
objective questions to eliminate the ambi-
guity for associates. A couple of examples 
illustrate this point: 

1) What constitutes “Sufficient Cus-
tomer Outreach”? Customer outreach 
functions involve a combination of calls, 

letters and face-to-face borrower contact 
attempts. The customer contact suffi-
ciency check, combined with the defini-
tions of non-cooperative borrower and 
non-responsive borrower, are as subjec-
tive as some of these activities get. The 
associate needs to be presented with a se-
ries of questions to collect data on contact 
attempts and the timing of the attempts. 
The data collected from these questions 
then need to be run through a decision-
ing process by a back end technology to 
determine whether the servicer made a 
sufficient effort to establish right party 
contact. Let’s leave the discussion on the 
subjectivity around “Quality Right Party 
Contact” being proposed by the GSEs for 
another time.

2) What is the definition of an “Ac-
tive Workout”? Most investor guidelines 
allow a servicer, via delegated authority, 
to postpone a foreclosure sale date if the 
borrower has a current active workout. 
The definition of what constitutes an ac-
tive workout—as well as any exceptions 
that need to be noted for a waiver to this-- 
are critical when determining  whether 
the foreclosure sale date postponement 
will be considered. In several states the 
only way to postpone a foreclosure sale 
date is to stop the entire foreclosure pro-
cess and restart. This is not only costly 
but also results in substantially prolonged 
foreclosure timelines.

Training alone will not eliminate the 
risks associated with servicing loans. It’s 
also important that servicing associates are 
taking the right steps in the right sequence 
consistently over the life of the loan, with 
no gaps. The reliance over policy and pro-
cedure documents, process cheat sheets 
and laminates has to be minimized. 

For consistent and effective procedural 
compliance, servicers must employ a new 
operational framework. Technology can 
facilitate a more qualitative process-based 
compliance by turning those process steps 
into auditable questions or decisions that 
each associate needs to make. Each of 
the steps and the decisions made are then 
documented to ensure consistency, fair-
ness and accuracy. In essence, this means 

The increased scrutiny of servicer decisions by 
internal and external auditors has raised the bar 
for electronic documentation.
“ “
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turning a qualitative process into a quan-
titative one.

Collaboration between bank policy-
makers and risk and default servicing de-
partments is needed to ensure that rules 
are clearly defined. These rules need to 
be centrally stored and enforced within 
a technology that allows for decentral-
ized global deployment of rule sets, and 
ensures consistent, unbiased enforcement 
across all servicing departments.  

Technology solutions are required to 
track key decision points in servicing de-
linquent loans. They help establish that 
the proper decisions were made by all 
departments. Software systems can also 
give servicers peace of mind that proper 
sequences were followed with all the third 
parties involved in servicing distressed 

loans, such as property preservation and 
short sale vendors, broker price opinions 
and foreclosure attorneys.

The interpretation of subjective deci-
sions by servicers to provide the borrow-
ers with the appropriate amount of time 
to respond and provide documentation 
on critical servicing guidelines prior to 
moving a customer to foreclosure will 
have a significant impact on portfolio per-
formance. It may not be the story every-
one wants to hear, but the challenge is to 
manage the timelines and find a balance 
that accommodates the customer, inves-
tor, and regulator expectations and obli-
gations. It’s a balancing act that technol-
ogy can help with by enforcing consistent 
policy application and customer treatment 
across an entire servicing operation.

Technology can enable servicers to ef-
ficiently move through and manage their 
inventory, while at the same time ensur-
ing each customer is treated consistent 
and fairly. Severely delinquent loans need 
special servicing compared to newly delin-
quent loans. To complicate matters further, 
many of the loans are the result of acqui-
sitions, and it’s often unclear which steps 
were taken. The conservative approach is 
to start from the beginning with borrower 
outreach and communication. By then, 
guidelines may have changed, new infor-
mation is required from borrowers, and 
borrower situations may have changed.  
The constant state of change requires more 
training on new policies and creates oppor-
tunities for missteps by servicers. 

Servicing technologies have his-
torically been plagued with an inertia to 
change. Making changes to a servicing 
system is expensive and typically involves 
a long implementation time period. With 
the advancement of technology and cloud-
based computing, servicers now have 
options to embrace new software that is 
far cheaper and has substantially shorter 
implementation times.

Software options are available where 
the entire software and server infrastruc-
ture is accessible from the “cloud” via 
a web-browser. The Software is deliv-
ered as a Service (SaaS) in a utility-style 
model. The systems now allow for stor-
age and retrieval of documents, minimiz-
ing the need for paper-based processing. 
Many of the systems support bi-direc-
tional servicing system integration to 
eliminate the information timing gap on 
receiving current loan information neces-
sary to complete loan reviews, and push 
updates back to the servicing system.

The solutions not only allow ser-
vicers with qualitative process compli-
ance by turning each step in the de-
fault servicing process into auditable 
decisions, but also stores all of that to 
ensure consistency, fairness, and accu-
racy. The decisions made on each loan 
by each associate are documented for 
quality control review, investor foren-
sic audits, and portfolio analytics. That 
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audit trail makes it easy to demonstrate 
compliance to auditors, investors, and 
oversight bodies. 

Embracing a technology-driven path 
to process compliance has a key strate-
gic benefit for servicing operations. The 
technology activity and process data 
repository expands the customer value 
proposition through the operational ana-
lytics opportunities. The first stage of 
the implementation allows the servicer 
to focus in on process conformance and 
compliance. The data collected on each 
step of the process can be mined and 
analyzed to identify intelligent metrics 
around state, investor, and other loan pa-
rameters. This allows servicers to iden-
tify and drive process and policy changes 
through their organization. Leveraging 
third-party market and economic data 

combined with transactional data col-
lected through operational technology 
can empower servicing management 
with business intelligence analytics.

Today’s servicers are constantly chal-
lenged to keep up with evolving regula-
tions and investor guidelines. The latest 
process-based technology solutions not 
only enable servicers to manage day- to-
day compliance and process changes, 

but allows them to be agile. Managing 
timelines and finding the right balance 
that accommodates customers, investors, 
and regulators is critical. Without a tech-
nological framework, servicers would be 
hard-pressed to respond quickly to meet 
new regulatory and compliance changes.  
And using the right technology—one that 
offers process-based compliance—can 
make all the difference. ❖

Ravi Ramanathan serves as president and chief executive officer of 
DecisonReady, a provider of end-to-end policy and process compliance 
solutions for default servicing, and is responsible for the company’s 
strategic vision. The company has reviewed for leading servicers more 
than two million delinquent residential mortgage loans for loss mitigation, 
and for foreclosure process and policy compliance. DecisionReady was 
founded in 2010.
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The Mortgage industry is going through some turbulent times. 

Origination volumes are at their lowest levels in years and lenders are 

looking for any advantage possible in maintaining and growing their 

business. Everyone is looking to optimize costs, grow revenue and deliver 

exceptional customer service. One area that is garnering a lot of attention 

is the online lending channel.

Success, regardless of the channel, can be summed up 

in two words: customer service.

By Randy Schmidt



We all know that online experiences 
are becoming a normal part of our daily 
lives. Whether we are reading our email, 
checking our stock portfolio, perusing 
the latest headlines, buying items online, 
checking our bank balance, keeping up 
with our favorite sports team or just visit-
ing one of the many social network sites 
most of us are connected to the internet 
in one form or another multiple times ev-
ery day. While we all acknowledge that 
people all across the country are connect-
ing in record numbers, the unanswered 
question remains: “How can I make this 
online environment work for me?”

In order to make the most of the op-
portunities that are out there, proactive 
lenders are turning to technology to be-
come more available to this group of bor-
rowers. By revamping their online pres-
ence to educate these consumers, giving 
them all of the information they will need 
to make a decision, these lenders are hop-
ing to appeal to this tech savvy crowd.      

First, let me dispel the notion that suc-
cess in the Internet channel is achieved 
any differently than any other part of your 
business. There is no magic formula for 
turning Internet browsers into borrowers. 

Success, regardless of the channel, can 
be summed up in two words: customer 
service. Knowing your target customer, 
and giving them the information they 
need while delivering an experience that 
they feel comfortable with, is the prima-
ry way to acquire and retain customers. 
The problem is that different customers 
are looking for different experiences.  

The key to online success is to cre-
ate an all-encompassing web portal that 
allows each borrower to interact with 
you on their own terms. Young first time 
homebuyers may want to research, com-
pare, apply and transact with you entirely 
online. Existing clients may still desire 
that personal touch during the application 
process, but would welcome the opportu-

nity to receive their documents or keep up 
with the status of their loan online. Older 
borrowers may still want to do everything 
in person but are looking for your closest 
location or contact information. Success 
depends on having a web presence that 
can deliver all three experiences.

Let’s start with the young first time 
homebuyer knows as a “millennial”. 
Millenials, also known as Generation 
Y or echo boomers, are typically 18 to 
35 years old and are the first generation 
to come of age in the new millennium. 
With over 50 million potential homebuy-
ers born between 1979 and 1991, mil-
lenials comprise nearly a quarter of the 
US population. This group represents a 
critical target market and virtually ev-
ery member can be found online. Mille-
nials are leading the way in almost every 
digital metric including mobile internet 
usage, mobile commerce and location 
based services.

So what type of experience is a typical 
millennial looking for? Members of this 
“do-it-yourself” generation, prefer to have 
a robust toolset available to them 24 hours 
a day, 7 days a week, 365 days a year. 
These tools should allow the borrower to 

gather all of the information they need to 
make a decision and then allow them to 
execute on that decision. When redesign-
ing your online presence, there are certain 
things that you should consider as part of 
your point-of-sale component. By simply 
keeping the following guidelines in mind, 
you will go a long way to achieving the 
online experience that these borrowers are 
looking for.

Educate the consumer – give the 
consumer all of the information they 
will need to make an informed deci-
sion. Tell them all about your products 
and services. Explain the differences 
between your loan products. Let them 
look up unfamiliar terms or acronyms. 
The more information that you can pro-

vide to them, the more comfortable they 
will be with the process. 

Give them choices – Allow the con-
sumer to look at a variety of products and 
rates. Give them calculators that allow 
them to play with different loan scenar-
ios. Better yet, gather some basic infor-
mation and let the system automatically 
run all of the calculations for them. 

Allow them to apply online – Once 
they have decided on a particular product 
and rate, allow the consumer to act on 
that decision. Electronically walk them 
through the application process in a clear 
and concise manner. Ask only the infor-
mation that you need and keep them in-
formed of their progress along the way. 
Allow them to save their application at 
any point in the process and return to it at 
a later date and time if necessary.

Answer their questions – Along with 
having helpful tips available during the 
application process, make sure that you 
are available to help them at any point in 
the process. Install a live chat service to 
allow the consumer to reach an originator 
or help desk representative at the push of 
a button. Research has shown that lend-
ers offering their customers online chat 
during the application process are 25% 
more likely to close the transaction. 

Respond quickly – There is nothing 
more frustrating to a borrower than to 
take the time to apply online with a lender 
and then have to wait for hours or days for 
a response. Consider utilizing automated 
underwriting at the point of sale where the 
borrower can get a conditional approval 
of their application while they are still on-
line. At a minimum, send them an email 
confirming their application and letting 
them know what to expect next.

Unfortunately, one mistake that many 
lenders make is that they think of their 
lending portal as only a point-of-sale tool. 
While point-of-sale is important, it is 
equally important to have your customer 
portal double as a communication center. 
With today’s active lifestyles, it is becom-
ing extremely important to provide a real-
time communication channel with your 
customers. As I mentioned earlier, there 
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Regardless of the origination channel, all of 
your customers deserve to be kept informed.“

“



will still be a segment of your customer 
base that prefers to deal directly with a 
loan officer during the application pro-
cess. Regardless of the origination chan-
nel, all of your customers deserve to be 
kept informed. Areas that should be con-
sidered when designing your post appli-
cation communication channel include:

Loan Status- report to your clients, 
loan officers and branches the status of 
their loan while it is in process. Informa-
tion regarding the status of verifications, 
appraisals, inspections, closing dates and 
a variety of other information should be 
gathered from your LOS and made avail-
able to the borrower online.

Secure Messaging – much of the 
data gathered during the origination and 
processing period contains sensitive and 
personal information. Disclosing this 

information via email may be a security 
risk and should be avoided at all costs. By 
adding a secure messaging component to 
your customer portal, you can keep the 
borrowers in the loop and satisfy your 
security team all at the same time.

Two way document delivery – You 
can speed up the lending process by de-
livering your disclosures electronically 
to the borrower. Again, for reasons of 

security and due to regulations imposed 
by the ESIGN act, electronic disclosures 
should not be delivered via email.

Finally, to complete the customer 
experience you should consider adding 
a section to your online portal that inte-
grates with your loan servicing system. In 
conclusion, a dynamic and professional 
online presence should serve as an exten-
sion of your organization. ❖
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By Barbara Perino and Rebecca Walzak

InnovatIve  
LeadershIp

L ast month we took a look at 
the innovative needs within the 
industry and recognized that there 

is an urgent need and many opportunities 
for emerging technologies and business 
models. However, moving from the 
recognition of need and the current 
available opportunities to taking advantage 
of them is a long way from the actual 
implementation and acceptance of change. 
So why are some companies better at this 
than others? Or are there some leaders 
that are so very innovative themselves 
that they naturally lead their employees to 
innovation? Is there such a thing as being 
an “Innovative Leader” or are the leaders 
of companies that bring us innovation just 
in the right place at the right time? And, 

if innovative leadership is real, what does 
it look like and how can today’s mortgage 
leaders lead the charge to make this 
industry better?  

Leadership - what it is, why it works and 
what makes a leader has been the study 
and discussion topic of numerous papers, 
books, classroom lectures and boardroom 
arguments. Yet the reality is that leaders 
and leadership have been around since 
history has been recorded. Some individuals 
are often used as examples of “good” 
leadership and others are case studies in 
leadership failure. Is leadership a matter 
of “time and place” or do “leaders” utilize 
their time and place as a catalyst for taking 
the lead? What makes some individuals 
credible as leaders and others failures? 

We need a leader, whether it be a super-sized 
lender or a small origination or servicing shop to 
stand up and model an innovative way forward.
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In 2008, James M. Kouzes and Barry 
Z. Posner published a book called The 
Leadership Challenge (4thed.;Jossey-
Bass) in which they examined numerous 
attributes often associated with modern 
leadership. While competency within a 
chosen field was high on the list, it was 
not the overriding measure of good lead-
ership. Instead they found a series of lead-
ership practices that appearedconsistently 
in leaders deemed to be the “best”. These 
practices, none of which refer to compe-
tency in the area of leadership, include:

>>> Modeling the Way
>>> Inspiring a Shared Vision
>>> Challenging the Process
>>> Enabling Others to Act
>>> Encouraging the Heart
So what then do these attributes look 

like in practice and is there a relation-
ship between these practices and the 
ability to lead an industry to redefine 
itself; to re-emerge from a firestorm of 
global failure?  

Examples of Leadership: While there 
are many well-known leaders who could 
be used as an example, most people don’t 
envision themselves as the next Steve Jobs 
or Jack Welch. There are however numer-
ous examples of leaders that embody these 
practices in our everyday lives. One such 
example is the principal of a high school 
in one of the largest school districts in the 

country. The high school was in a multi-
racial neighborhood which was located on 
the outskirts of a major metropolitan area 
and attracted families who had recently 
emigrated from other countries. In order 
to facilitate non-discrimination policies 
the school also offered several magnet 
programs which brought in students from 
multiple other neighborhoods. As a result, 
the school of 2400 had a mix of students 
that encompassed equal percentages of 
whites and minorities. To further compli-

cate the situation, many of these minori-
ties did not speak English as their native 
language. A leadership challenge if there 
ever was one, yet the school was one of 
most highly regarded schools in the sys-
tem and often the focus of television re-
ports and studies on educational success.  

The individual charged with the lead-
ership had a long tenure as an educational 
administrator, but he also exhibited the 
practices of credible leadership. He set 
high goals and standards for everyone, 
students, teachers, administration and 
support staff and provided constant re-
minders of them, frequently walking the 
halls encouraging and controlling at the 
same time. He would never ask any staff 
member to do something he hadn’t or 
wouldn’t do himself. While acknowledg-
ing the standards and limitations imposed 
by budgetary restraints, he found innova-
tive ways to supplement the school funds 
to ensure that teachers had supplemental 
resources necessary to provide extraor-
dinary opportunities to students. And 
when it came time to act, when a crisis 
occurred, he gathered his staff, listened to 
their ideas and jointly developed a plan 
of action. Once decided, the staff were 
charged with “making it happen” allow-
ing them to feel valued as a key part of the 
solution and the organization.  

As this example demonstrates, leader-

ship is not limited to CEO’s of big com-
panies but in fact can occur at any level 
within an organization. Today’s mortgage 
lenders, executives, vendors and all ancil-
lary service providers could and should 
be providing this type of leadership. But 
does that really address the issue of how 
to identify and support the innovations 
that are critical to redefining and support-
ing the new mortgage lending industry? 
Where does the innovation come from?  

What Makes A Leader Innovative? 

Leaders often challenge the status quo 
and are willing to implement incremental 
changes such as advanced technology and 
associated business processes. Innovative 
leadership however goes beyond this level 
and leads changes in the way things are 
done; identifies innovative ideas or en-
courages and rewards staff for promoting 
these innovations. Innovation requires tak-
ing risks that may or may not provide the 
expected level, or any level, of reward.   

There are without a doubt some indi-
viduals whose leadership has resulted in 
innovative ideas, concepts and products. 
In examining these individuals it became 
apparent that there were some elements 
of their leadership style that went beyond 
those identified by Kouzes and Posner.  

The first of these was being open to 
radical ideas. Too often leaders view 
their job as occurring within the con-
fines of what exists, or is expected, of 
the industry in which they reside. The 
idea of radically changing this frame-
work is terrifying to them since it takes 
them outside the known and into the un-
known. Failure is definitely a possibility 
and losses rather than profits can have 
serious consequences. There are how-
ever, organizations that exist entirely 
to promote radical change. Look at the 
concept of the “X-Prize”. The X-Prize 
foundation is a group “whose mission is 
to bring about radical breakthroughs for 
the benefit of humanity, thereby inspir-
ing the formation of new industries and 
the revitalization of markets that are cur-
rently stuck due to existing failures or a 
commonly held belief that a solution is 
not possible.”Today the X- Prize Foun-
dation is widely recognized as the leader 
in fostering innovation through incentiv-
ized competition.

Zappo Shoes CEO Tony Hsieh is a 
firm believer in the need to embrace and 
drive change. He encourages anyone with 
a different idea to “run with it” even if it is 
not within his general area of responsibil-
ity. He is also bucking the trend of using 
“social media” as a primary means to sell 
his product. Rather he focuses his staff on 
PEC; personal, emotional connections. 
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As this example demonstrates, leadership is 
not limited to CEO’s of big companies but in fact 
can occur at any level within an organization.
“ “





As he has recognized, innovation some-
times means an “old” new.  

While not viewed as an attempt to in-
novate the industry in the same scope as 
the X-Prize foundation, our industry has 
experienced different innovations that 
have evolved into accepted ways of doing 
business. One prime example is the Au-
tomated Valuation Model or AVM. The 
idea of utilizing millions of data sets on 
property values to calculate the value of 
another was radically different at the time 
when it was believed that only an individ-
ual conducting an on-sight review of the 
property could be reasonably accurate. 
Then Dr. Michael Sklarz, a statistician 
with a long involvement in the appraisal 
evaluation field developed the idea that 
statistical methods could be applied to 
this data to create a valuation that provid-
ed better results and also reduced the time 
and inherent bias involved in the manual 
process. This radical concept was not im-
mediately embraced by the industry, but 
over time it has come to be a mainstay for 
determining valuation and in many cases, 
proven more accurate than having an indi-
vidual conduct the analysis.  

While not specifically developed for 
mortgage lending, the development of a 
borrower credit score that could be used 
to assist in predicting the probability that 
a borrower would repay his or her debt 
was also radical thinking. Conducting 
the studies, creating the score and sup-
porting it while the consumer lending 
industry adopted it required a long-term 
leadership commitment.

One of the more expansive views of 
innovation is recognizing the opportunity 
to drive societal change. There is no doubt 
that the technology advances have clearly 

changed the way that society communi-
cates and relates to each other. The oppor-
tunities to expand an individual’s circle 
of influence expand exponentially every 
day. But not all innovative leadership is 
at this level. Innovations at a smaller level 
can also be powerful and not only require 
the type of innovative leadership we have 
been discussing but actual hands on ac-
tion to make the innovation a reality.

Take Sharon Quercioli for example. 
She has started several different compa-
nies all based on ideas that she developed 
after recognizing a need and/or opportuni-
ty. Her latest venture was the development 
of paper with flower seeds embedded in 
it. This paper can be used just as any other 
paper would be, but when finished with it, 
it can be planted and produce flowers.  

So What Does All This Mean? Based 
on this research it is clear that an innova-
tive leader needs to be more than just a 
good leader. It means expanding each of 
the attributes of good leadership until they 
are attributes on steroids.  

Where a leader must be the model for 
how the organization is to treat its cus-
tomers and its employees, an innovative 
leader will break the status quo to gener-
ate, as Tony Hsieh says, the actions that 
result from the implementation of what-
ever innovative idea you believe in. 

Finally, while passion for the objec-
tive is important to a leader, it is the driver 
behind innovation. From the global inno-
vations of communication to the deeply 
personal drive to turn trash to flowers, 
passion for what you plan to achieve must 
be worn in the open, right on the sleeve.   

Where Are The Mortgage Industry’s 
Innovative Leaders? One thing the re-
search for this article did not find was an 
example of an innovative leader in this 
industry. Sure, there are some great ex-
amples of innovative applications for sup-
porting the industry or providing ancillary 
services, but none that get to the heart and 
soul of our business. Instead it appears 
that industry leaders are so concerned 
about what is going to come out of all the 
regulations that they have failed to look 
ahead, to recognize that there will be an 
end to the tunnel and that we need to start 
looking now for the light at that end.  

If innovative leaders challenge the 
process, where are the individuals that are 
leading the charge for a lending process 
that radically changes the way we do busi-
ness; refocuses our origination process 
from an inquisition of potential borrowers 
to a personal, emotional connection that 
addresses the frustrations verbalized over 
the past few years.  

We need innovative leadership. We 
need a leader, whether it be a super-sized 
lender or a small origination or servicing 
shop to stand up and model an innovative 
way to make this industry work again. 
Maybe the creation of an “X-Prize” in-
centive program would force our thoughts 
and ideas toward the future? Or maybe it 
will come down to those in the industry 
who embrace and drive change, who will 
be the survivors. ❖
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M ark Phlieger was among the first 
to evangelize on behalf of Web-
based computing when he launched 

Avista Solutions. Now his thinking has gone 
mainstream. The trendsetting company 
celebrates its 10th anniversary. Avista 
celebrated other milestones and added a 
record 37 new customers in 2010, comprising 
20 community banks, totaling $12 billion in 
assets, 10 credit unions and seven independent 
mortgage bankers. On March 25, 2011 there 
were 63,000 active B2B user accounts across 
Avista’s customer base.

Other milestones include Avista 
relocating its corporate headquarters to 
Charleston, South Carolina in July 2010, a 
city that Phlieger said offers much support 
for the technology industry and cultivates 
high quality talent. Since signing on its 
first customer in 2001, Avista Solutions 
has: processed more than 100,000 loan 
applications in one month, reached a 28-

day implementation time record. Mark 
Phlieger talked to us about what 

happens next now that the Web 
has gone mainstream.

Executive Interview

Now that the industry has moved to 

M
ark Phlieger’s way of thinking and 

embraced the W
eb, what’s next?

setting



Q: As we see more institutions with depositories 
like community banks and credit unions enter the 
mortgage space, are you noticing that the bulk of 
your new clients are these types of institutions?

MARK PHLIEGER: Yes, absolutely. We signed 
five banks this month. The market has 
shifted to depositories doing lending. 
What we’re seeing is mortgage bankers 
combining with these depositories. Also, 
it’s important to remember that banks are 
heavily audited, so when we talk about 
the differences between a bank and a 
mortgage banker, the banks are heavily 
accustomed to regulation. That is not an 
insult to the mortgage banker, it’s just that 
the banks are more used to being under 
regulatory scrutiny.

In terms of the sales cycle, they are 
longer these days. How long? Credit 
unions have the longest cycle, banks are 
in the middle and the mortgage banker is 
the shortest. We love dealing with com-
munity banks and credit unions. 

Q: Recently the MBA revised down its origination 
volume projection for next year. Originations are 
expected to be at their lowest point in 15 years. 
How do lenders and vendors survive this market?

MARK PHLIEGER: Less volume means that 
we have to sign more customers. We are 
signing four or five a month, but hope to 
move that up to seven or eight as volume 
falls. Right now our largest customer is 
only 4% of our revenue. Our goal is to 
have a lot of customers in the small and 
midtier market. 

There’s a general attitude that there 
is rapid change going on that we have 
to deal with. Banks know that they have 
to generate fee income to make up for 

other revenue that they’re losing, which 
is driving them into the mortgage market. 
They also don’t want to invest in legacy 
technology where they have to invest in 
a heavy IT staff, servers, Citrix, etc. They 
want to plug and play. They want to go 
out and find their people and just turn on 
the technology. We’ve grown a lot in this 
down market because of our cloud-based 
model. They also like the all-in-one solu-
tion. They don’t want to deal with 10 dif-
ferent solutions. 

Q: Avista celebrated its 10th anniversary this 
year. How has the mortgage industry changed in 
10 years?

MARK PHLIEGER: I had more hair and I 
weighed a lot less when we started 
Avista. Honestly, it used to be more go-
go. It was all about volume, but now 
it’s about quality and compliance. It’s 
changed a good bit. There is a lot of op-
portunity for vendors that are interested 
in innovation and offering a top-quality 
tool. You want leading-edge technology 
so you are where the client wants to go. 

These days we talk about mobile and 
cloud-based solutions. Your technology 
has to solve the problems of your client. 
For technology like that, I think there 
will always be opportunity.

Q: Avista was among the first, if not the first, com-
pany to come out with a completely Web-based so-
lution. Now it seems like the market is where you 
were 10 years ago. How does that feel?

MARK PHLIEGER: It’s nice to see. We were 
cloud-based before cloud-based was cool. 
We’ve been Web-based on Day One. Over 
the years it has gotten easier with Google 
and Amazon setting the bar for cloud-
based products. We don’t have to evange-
lize as much. On the downside, there is 
more competition, but that’s ok because 
mortgage bankers are going to pick the 
product that best fits their needs. They 
want anytime, anywhere access. Just like 
we made the transition to everything Web, 
the next transition is to everything mobile. 
The reality is that I read and consume all 
my information on my iPad. That’s where 
we’re going next.

Q: What does it mean to be cloud based?

MARK PHLIEGER: Simply put, it’s about 
delivery as a service instead of selling 
a product. Think about it this way, you 
don’t care where the power plant is as 
long as you plug in your iPhone and it 
gets charged. We handle infrastructure, 
platform, etc. Once you sign with us we 
take you through implementation and 
set everything up for the client instead 
of giving them a box and saying: Here 
you go. It’s a different model. We charge 
based on the closed loan instead of by 
the license. When the model is more like 
a lease instead of a license, there is an 
incentive for everyone to work together 
to make the business a success. You have 
to care.

Q: There has been a lot of consolidation in the LOS 
space and that is likely to continue. Most recently 
we saw Ellie Mae acquire DataTrac. What do you 
think about LOS consolidation?
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Mark Phlieger is president and CEO of Avista Solutions, the Charleston, 
South Carolina- based creator of all-channel, Web-based loan 
origination systems. Co-founding the company in 2001, Mark has led 
Avista since its inception and has an impressive record of achievement 
in pioneering and development in the mortgage technology space. 
Mark was a team member on the Fannie Mae project that developed 
the groundbreaking technologies of Desktop Underwriter and Desktop Originator.

InsIder ProfIle

Industry PredIctIons
Mark Phlieger thinks:

1You will continue to see expansion in 
vendors providing a cloud-based,  

all-in-one model.

2Mobile applications will continue to 
explode. People want information 

anywhere, anytime.

3Compliance and data quality will 
continue to be a focus, as it should, in 

mortgage lending. 
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MARK PHLIEGER: This was predicted and 
it will continue. The players that ran a 
desktop or client-server model will get 
consumed. This acquisition validates the 
cloud model. Speaking of Ellie Mae, you 
see in their quarterly reports that most 
of their revenue is coming from cloud-
based products. 

I believe there is a lot of opportunity 
to be independent and have a leading-
edge platform. Avista is end-to-end and 
we’ve built everything. So we can com-
pete well with any other LOS. You need 
a solid infrastructure to support banks 
and credit unions. You can also be more 
nimble when you’re independent.

Q: Avista also made headlines with its FHA 
Connection link earlier this year. How is that 
going?

MARK PHLIEGER: We’ve always had clients 
that were heavy in FHA. We wanted to 
build a piece so that lenders doing FHA 
didn’t have to leave the platform. We’re 
committed to FHA and customers told 
us that this was important. FHA share re-
mains substantial so we need to do every-
thing we can to make it easier for our cli-
ents to originate an FHA loan. We’ve had 
a great response. We also enjoy working 
with FHA. FHA is very professional.

Q: Continuing to talk about integrations, last year 
you did integrations with Kroll, Wolters Kluwer 
and Fannie Mae’s EarlyCheck. What is your inte-
gration strategy?

MARK PHLIEGER: It’s based on what is re-
quired from a regulatory or delivery point 
of view. We also look to where we can 

get efficiency for customers. Lastly, it’s 
based on customer feedback. They tell us 
what companies they like to do business 
with. We put all that on the roadmap and 
partner with those companies. We will be 
live with UCDP within a month. It’s im-
portant to make sure that customers have 
what they need. Integrations are also al-
most done with Genworth and LogicEase 
from ComplianceEase. You touched on 
Wolters Kluwer. We were the first end-to-
end product to offer their Expere product. 
You’ll see more closing doc integrations.

Q: You talked about signing a record number 
of new clients last year. How is this year shap-
ing up?

MARK PHLIEGER: It’s solid. We will best last 
year in terms of the total overall number 
of customers signed up and the total value 
of the contracts signed this year is larger as 
compared to last year. It is competitive, but 
we’re seeing opportunity. It’s important to 
understand what banks and credit unions 
have to do from a compliance standpoint. 
It’s intense because they will make sure the 
vendor complies, but that’s ok for us. We 
do well up against due diligence scrutiny.

Q: So, what does the next-generation LOS look like 
to you?
MARK PHLIEGER: It’s about more access. 
People may be coming in from desktops, 
laptops, tablets, etc. In my opinion, the 
system also needs to be end-to-end and 
all-in-one. There is a focus on data quality. 
You need a common database and consis-
tent process flow. It also has to be quick. 
The services also have to be baked in like 
credit, flood, compliance, fraud checks. 
Everything has to be based on Web ser-
vices and MISMO XML to get that effi-
ciency. We are a big MISMO supporter. It 
has been huge for us to reuse code to con-
nect to more services. It’s about technolo-
gy and customer service coming together. 
You also need 24/7 access, redundant data 
centers and thinking through the whole 
mortgage model. If the vendor wants to 
be relevant you have to innovate to solve 
real business problems. ❖
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Sometimes the difference between 
closing a loan and not closing is 
getting an answer to a question.

A
s the morning sun rose over the 
foothills of Saddleback mountain in 
Southern California, the frosty dew 

would smother the windshield of either my 
mom’s or my dad’s car, whomever got home 
the latest from work the previous evening and 
left their car in the driveway. As I gathered 
my things to get ready for school about 
20-something odd years ago, I remember 
that my dad used to make it a point to head 
outside and fire up the engine to the car on the 
driveway so “the ‘ol clunker” could make it to 
work. My father, the wannabe mechanic, was 
always cognizant of the required upkeep and 
maintenance of their cars. My parents had a 
real sense of pride of ownership and always 
purchased their cars, although they seem 
to certainly entertain the occasional lease. 

By Mark Ramirez

SaaS 
Improves 
the Bottom 

Line



During these years, I used to take 
the bus to school (yes, it was elementary 
school) and I remember that I would make 
sure I would walk to the same corner at 
the same time of every day. The squeaky 
door of the giant yellow bus would fling 
open and I would be greeted by the same 
smiling face of our beloved bus driver.  To 
this day, I don’t know if the service of tak-
ing the bus to school was something my 
parents paid for or if it was included in the 
school fees, but unbeknownst to me at the 
time, this was a very thorough and reliable 
system for getting kids to school. Never 
a thought occurred that the bus wouldn’t 
take the same route, not have enough gas, 
or even break down on the way to bring-
ing the future leaders of America to their 
educational destination.

All the years of education and bus 
rides have led me to a mortgage industry 
that is in a transition period; a transition 
period that involves endless amounts of 
data and information. Over the past 17 
years in this business, I’ve been exposed 
to a number of different ways to close a 
loan. I’ve also had the privilege of using 
and administering a non-admirable num-
ber of software and service providers. 
Recently, I have seen many of these soft-
ware and service providers move from 
the desktop to the internet.

Software as a Service can be defined 

as a software delivery model in which 
software and its associated data are hosted 
centrally (typically in the Internet cloud) 
and are typically accessed by users using 
a thin client, normally using a web brows-
er over the internet (source: Wikipedia).  
What!?!?!  This brings me back to my 
story about taking the bus to school…

SaaS and you

In the software biz, there are primarily 
three different kinds of delivery models. 

You can purchase the software (buying 
a car). You will get a disc in the mail or 
download a big file but you will be re-
quired to install on your own servers or 
computers, keep up the maintenance on 
the hardware for those computers, and, 
in some cases, install your own updates 
to that software. You then own the soft-
ware and if you want to upgrade, you will 
be required to buy the latest and greatest 
software. Let me warn you, the blue book 
value of your old software sucks.

More choiceS

You can also lease software (leasing a 
car). Typically this means that you can 
download software and install it on your 
own servers and computers but instead of 
paying a large fee upfront, you might pay 
a smaller fee to get the software and uti-
lize a software license, and if you choose 
to not continue using the software, your 
license will expire and you can no longer 
use the software.

The last, and most certainly not the 
least, is software as a service (SaaS). 
Much like the reliability of taking a bus 
to school, SaaS is software you pay a 
monthly or yearly fee for but there is no 
requirement of hardware, no requirement 
of IT experts for installation, and usually 
no cost for upgrades and enhancements.  
In the mortgage business, this type of 

software application can make an imme-
diate impact to the bottom line. Let’s take 
a look at some examples.

The Email Issue: It’s no secret that 
our industry lives and breathes email. The 
average person sends or receives 47 mes-
sages per day (if it were only that many). 
We rely on it to communicate to our busi-
ness partners and colleagues and we also 
rely on it to transfer information back and 
forth from brokers to bankers to end inves-
tors. All that data needs to be stored some-

where. Although storage costs are decreas-
ing, the cost to administer and maintain a 
reliable and secure enterprise email plat-
form continues to increase. With viruses, 
spyware, malware, and who knows what 
other-ware; email will always be one of the 
major backbones of any organization and 
must be maintained as such.

How SaaS Improves Email: You will 
never catch me working on the engine in 
my car, I leave that to the experts. Main-
taining email combined with anti-virus, 
anti-spam, disaster recovery, archiving 
and backup, and security policies is no 
different. It takes a team of IT gurus to 
maintain this, even a small network of 
around 100 employees. Many web hosted 
platforms alleviate the cost of servers, 
staff, backup, ant-virus, and anti-spam 
and group it all into one easy to allocate 
and easy to administer platform.  All you 
need is an internet connection and all your 
employees can be connected via desktop, 
web, and mobile within 24 hours; without 
any upfront setup costs. Saas driven email 
is the quickest implementation you can do 
to see instant savings and an improvement 
to your bottom line.

The LOS Fence: The main argument 
behind an on-premise LOS and a SaaS 
LOS all comes down to data security. 
Even if you had a majority of the services 
on a network hosted in a cloud environ-
ment, many executives will err on the side 
of hosting their LOS data on premise.  I 
tend to be on the fence in this respect due 
to the LOS being the major mission criti-
cal application in any mortgage company.  
There are advantages and disadvantages 
to both sides but a LOSaaS (I just made 
that up) can definitely bring some im-
provements to your bottom-line.

How LOSaaS Adds Up: The major 
advantage to a cloud hosted LOS applica-
tion is the ability for platforms to integrate 
with another in a secure and efficient man-
ner. We have all seen examples of this for 
years past with integrations between DU/
LP, Credit Vendors, Doc & Compliance, 
Product/Pricing Engines, and Anti-Fraud 
vendors all working to integrate with LOS 
companies to transfer data back and forth. 
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The major advantage to a cloud hosted LOS 
application is the ability for platforms to integrate 
with another in a secure and efficient manner.
“ “
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You may not see a direct improvement in 
basis points but you will definitely see an 
improvement in efficiency and time. The 
more loans you close, the more money 
you make and the ability to get answers 
quickly and efficiently by transferring 
LOS data out to service specific vendors 
can pump up the volumes quickly.

The Greg Brady of SaaS: We all 
watched the Brady Bunch and as every-
one was focused on how cute Cindy and 
Bobby were, Greg was growing up to be 
a man. Customer Relationship Manage-
ment (CRM) was probably one of the first 
services to be hosted in the cloud. With 
salespeople on the go all the time, they 
needed access to customer data on their 
phones and on laptops so the CRM SaaS 
was born.

CRM = ABC: Every sales person 
knows the cardinal rule, always be clos-
ing.  Knowing and communicating with 
a potential or a current customer with 

their pipeline data, pull through ratios, 
purchase/refinance differential, etc. can 
pinpoint your salespeople to the rela-
tionships that are thriving and even pos-
sibly revive the cold ones.  Having in-
formation like that available at all times 
and via any medium can be invaluable 
to any organization.

Being a technology guy (aka geek), I 
am always searching for tools and ideas 
on how to improve the processes and ef-
ficiency of the staff of not only my own 
company, but also the many mortgage 
companies that I have worked for in the 
past. The power to bring together the ex-
pertise of different service providers that 
are absolute experts in their fields can 
forge together a platform that will make 
the potential of any mortgage profession-
al become endless. I will go over some of 
those technologies and how they improve 
your bottom line.

Chat/Instant Messaging – As the re-
finance market has dried up, regulations 
attack the industry, and almost everyone 
selling the same flavor otter pops; cus-
tomer service becomes a central  focus 
of every mortgage company. As my wife 
will tell you, communication is the back-
bone to any great relationship. Sometimes 
the difference between closing a loan and 
not closing is getting an answer to a ques-
tion as fast as possible. Chat and Instant 
Messaging make this happen and the abil-
ity for the customer to have direct and in-
stant access to your staff will make  
you more money…guaranteed.

Social Media – The ways that social 
media improve your bottom-line can be 
saved for an entirely new article. We all 
know that maximum exposure doesn’t 
necessarily guarantee you more busi-

ness, but communicating to your com-
munity of brokers and loan officers sure 
doesn’t hurt.

Video/YouTube – This could be cou-
ple in with Social Media but I believe it 
deserves a spot of its own. Experts be-
lieve that by 2016, approximately 70% 
of the content that we read today will 
be delivered to us via video.  Enhancing 
the customer experience can have an as-
tronomical effect if the communication 
that is happening between you and your 
customers is done via video.  It’s a more 
personable, honest, and open-minded ap-
proach to going the extra mile for your 
customers, which will in turn, improve 
your bottom line with more loans.

Text Messaging – 2.5 billion text mes-
sages are sent every day in the U.S. alone.  
Everyone is on the go and I’ll emphasize 
again that enhancing the customer experi-
ence by providing better means of com-
munication will net an improvement to 
your bottom line and a simple 140 char-
acter text message that keeps all the par-
ties involved in the transaction updated 
consistently, will push your volumes on 
an upward trend.

All of the services mentioned in this 
article are currently being offered as a 
SaaS solution and can easily be imple-
mented into your business. Whether or 
not they work for you in your environ-
ment will be a decision that you will have 
to make but I encourage you to embrace 
each new idea you come across. Hope-
fully one day, you will find yourself on 
a street corner with someone smiling at 
you, and you will happily hop along on 
their giant yellow bus to a more efficient, 
and profitable business.

Enjoy the ride. ❖
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Mark Ramirez is CEO of Priceweaver, Inc. With over 15 years of experience 
in the mortgage banking industry including Secondary Marketing, Capital 
Markets, Information Technology, and Business Process improvement; Mr. 
Ramirez is dedicated to providing the very best tools and innovation to 
forge a revolution in the mortgage industry. His company, Priceweaver, 
is responsible for building the next generation of technology tools for 
lenders, banks, and credit unions.
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