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The New Age
We’re in uncharted waters. Younger 

generations don’t place the same 
value in owning a home as we do. 

They are content to rent forever. As a result we’re 
seeing new areas of interest emerge that might 
surprise you. RealtyTrac and RentRange released 
a list of the Top 25 Hidden Gem Single Family 
Rental Markets nationwide based on gross rental 
yield, the expected return on investment before 
accounting for taxes, maintenance fees and other 
costs.

The Top 25 Hidden Gem Single Family Mar-
kets were determined by evaluating gross rental 
yield data provided by RentRange, institutional 
investor sales data provided by RealtyTrac, and 
unemployment data for more than 450 nation-
wide counties with populations of 100,000 or 
more. The analysis was limited to single-family 
homes with three bedrooms. The top 25 markets 
had the highest gross rental yields in counties 
where institutional investor purchases accounted 
for 5 percent or less of all residential sales in the 
three-month period ending in July, and the unem-
ployment rate was 7.5 percent or lower.

Gross rental yield is a commonly used method 
of comparing properties. It is determined by 
dividing the gross annual rental income by the 
purchase price or market value of the property, 
and offers an apples-to-apples way to compare 
rental properties and geographies.

What does this mean for the world of mortgag-
es? “Buying single family homes as rentals still 
yields solid returns in many markets across the 
nation, but it is difficult for individual investors 
and even small-to medium-sized institutional 
investors to find reasonably priced inventory in 
markets dominated by the 800-pound gorillas 
in the single family rental space,” said Daren 
Blomquist, vice president at RealtyTrac. “With 
this analysis we’ve identified the top overlooked 
markets where single family rentals still make 
good financial sense but where there is little to no 
competition from the big players.”

Editor’s NoTeS

“Real estate investment opportunities vary greatly market by market,” 
said Wally Charnoff, CEO of RentRange. “The availability of gross rental 
yield information and other valuable analytics empower buyers to make 
more scientific decisions about where to invest.”

The hidden gem counties may represent opportunities for smaller inves-
tors or owner-occupiers, with less competition from institutional investors.  
Investor activity claimed more than 5 percent of the market in over 20 
percent of all counties for the three months ending in July.  “Heavy buy-
ing from large institutional investors in some markets contributes to price 
appreciation and scarcity of listings, leaving small investors and owner-
occupiers feeling left out in the cold.  These levels of institutional investor 
buying will ultimately drive prices up and rental yields down,” said Jake 
Adger, Chief Economist of RealtyTrac.

So, here they are:
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Recovery Tips

Mortgage leaders and executives face 
an ever-changing set of challenges as 
they work to position, and then man-

age their organizations through a market that 
never stays the same for long. Consequently, 
the ability to remain flexible and nimble in 
response to these changing market fluctuations 
can dramatically differentiate one firm from an-
other. Managing the changes required from hu-
man capital and sales to remain positioned for 
success is one of the most significant challenges 
mortgage leaders face. An effective recruiting 
program and business plan can empower a 
mortgage firm to grow production and retain 
operational employees at levels that help the 
firm achieve maximized production results.

Despite all the technological advances that 
have been, and continue to be made in the 
mortgage industry for the purpose of improving 
productivity and reducing headcount require-
ments, the mortgage industry remains largely 
a people-driven business. According to a study 

by Mortgage Cadence, “Productivity, measured 
in closed loans per employee per month, ranges 
widely from a low of just under 2, to more 
than 14, with the most highly productive lend-
ers consistently achieving 8 to 10 closed loans 
per month per employee.” A separate study 
by the Mortgage Bankers Association paints 

a less impressive picture. According to 2012 
data, the average number of loans originated 
per employee was 3.9. Such a variation in the 
emerging higher-rate/lower-volume mortgage 
industry will serve as an easily identifiable 
basis for determining survivors. Future success 
in the mortgage industry depends on having 
fewer people overall, but attracting and retain-
ing more high-performing people. How can an 
effective sales recruiting program and business 
plan make this a reality?

We guide our clients through a series of steps, 
which deliver “at bats’ and also help attract and 
retain high-performers. These steps include:
• Model-Matching—the science behind ef-

fective recruiting (defining your target).
• Objective Consultation—the process be-

hind effective recruiting (guided due dili-
gence).

• Strategic Development—the strategies and 
tactics behind retention (proactive sales re-
cruiting business plan).

• Recruiting Analytics—the math behind the 
activity of sales recruiting.
These steps provide a process and measure-

ments through which the human capital needs 
of a mortgage originating organization can be 
positively addressed on a real-time basis.

According to a study of 50,000 employees by 
the Corporate Leadership Council, employee 
performance and retention is tied directly 
to the degree of engagement or the connec-
tion the employees feel with their employer’s 
strategy, values and culture. On average the 
study found, positive engagement produces 
20% higher performance, and an 87% higher 
retention ratio. We call the degree of alignment 
between employees and all aspects of their firm 
and their job, Model-Match. Model-Matching 
in mortgage recruiting is the key driver of both 
assimilating production growth and retention.
Case sTudy: The PRobleM

Intelliloan (Metropolitan Home Mortgage, 

High Impact Recruiting 
This is how production output can really come together in 
order to meet the demand curve —Economics 101.

By Drew Waterhouse

an effective recruiting 
program and business 
plan can empower a 
mortgage firm to grow 
production and retain 
operational employees.
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Inc.) was a new client of ours in 2011. This emerg-
ing regional lender was licensed in seven western 
US states when we were engaged to assist them in 
developing a production resource expansion plan. 
The firm was known for providing a high degree of 
customer service and its consumer ratings reflected 
this fact. Consequently, experience, attention to 
detail, communication capabilities and demon-
strated integrity were going to separate potential 
candidates. According to Darryl Preedge, CEO 
of the firm, “We wanted to double our production 
and had been trying to identify candidates on our 
own to help us achieve that goal. We had limited 
success.” He added, “Hammerhouse jumped in and 
learned our business and sought to understand our 
culture. They developed a strategic plan that helped 
uncover far more qualified candidates than we were 
ever able to identify on our own. Their candidates 
were of higher quality, were better screened and had 
a better understanding of the opportunity than those 
coming from our recruiting efforts.”  
ouR aPPRoaCh

In addition to using assessment tools to Model-
Match the pool of candidates, we were able to de-
scribe in detail the lender and their value proposi-
tion by observing the operation and performing a 
comprehensive review of their organization. This 
is how a Model-Match is made—when both parties 
know who they are, what they want, and they under-
stand the whole picture of the opportunity the other 
party represents. Darryl Preedge put it this way, “We 

had very specific characteristics we were looking 
for in candidates and had limited success identify-
ing them. We filled positions with extremely well-

suited candidates three times faster, working with 
Hammerhouse, than we did managing the recruiting 
process ourselves.”

The second protocol we employ in the process is 
that of objective consultation. The leaders, produc-
ers and operations professionals we recruit know 
that our success is directly tied to their long-term 
results and their duration with the firms with which 
they are placed. This approach aligns all three par-
ties for a common objective. For this reason, we are 
an objective and trusted advisor to the candidates 
with whom we work.  

We are objective in helping candidates evaluate 
opportunities available. We perform due diligence 
to break down both the DNA of their business and 

the Culture, Leadership, Business model, 
Operations, Technology and Geogra-
phy for each prospective destination. 
This ensures the focus is on long term 
success, rather than short-term grati-
fication.  Darryl Preedge explained 
it this way, “With Hammerhouse the 
candidates feel as if they have an agent 
who is helping them with their career. 
Consequently, they are more forthcom-
ing which enabled us to clear up any 
misunderstandings, facilitate follow 
up where mutual interest was present, 
and professionally, and expeditiously 
dispatch candidates where there was 
not a good fit.”

After a candidate is placed it is es-
sential that early issues (bumps in the 
road during the onboarding process) 
between new recruits and lenders 
be addressed quickly and head on. 
Despite the best efforts of the parties 
involved, reality always differs some-
what from the picture that was painted 

for us, or by us, in the lead-up to a new opportunity 
being accepted. We stay involved through this pe-
riod as a mutual consultant to both lender and new 

Future success in the 
mortgage industry depends 
on having fewer people 
overall, but attracting 
and retaining more high-
performing people.  
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Drew Waterhouse is Managing Director and CEO at Hammerhouse LLC, a national recruiting and strategic 
growth firm with mortgage sales, leadership and operations placement for retail, TPO and consumer direct 
clients at its core. Since 2008, the Company has placed approximately $9.37 billion in annualized mortgage 
production within its client’s organizations. 

The Lender’s Digital Marketplace. 
The industry’s first Solution Selection Engine. This offering 
was designed to revolutionize how lenders find the right 

technology solutions to get maximum return on investment. 
LendersDigitalMarketplace.com

recruit, holding each accountable for their com-
mitments made during the recruitment process, to 
de-escalate tensions and to craft positive solutions 
for obstacles. Our goal is to manage perceptions and 
expectations.  We call this our strategic consultation 
protocol. Regarding this protocol, Darryl Preedge 
remarked, “Hammerhouse’s objective is clearly to 
find the right people, build the right opportunities, 
foster the right atmosphere and grow the company.”
The ResulTs

Finally— it comes down to numbers. Recruiting 
analytics include a full range of measurements that 
gauge the effectiveness of a recruiting program.  For 
Intelliloan, the key measure they were interested in 
was growing production volume. According to In-
telliloan CEO Preedge, “In 12 months working with 
Hammerhouse we saw a 300% increase in our pro-
duction and expanded our lending activities into 12 

additional states through the addition of a total of 40 
excellent producers and key operations personnel. 
Internally we call that the ‘Hammerhouse Effect.’ 
They greatly exceeded our goals and expectations.”

The bottom-line is this maximizing production 
to meet available demand and retaining high-per-
forming production and operations personnel takes 
a comprehensive recruiting business plan with well-
defined protocols. It requires a program that starts 
with ensuring the right candidates are sourced, the 
right candidates are attracted and then the right can-
didates are retained. Lastly, new employee relation-
ships must be properly nurtured and analytics used 
to maintain accountability of all parties.  The Ham-
merhouse protocols provide this structure.  When 
they are implemented they create the opportunity 
for the maximized results which Darryl Preedge 
calls the “Hammerhouse Effect.” R
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Your Voice

Athletes all know that technology mat-
ters – whether you are a golfer, tennis 
player or runner, there is a huge dif-

ference between the quality of your equipment 
today versus 10 years ago. Technology has 
made a real difference. The same is true with 
marketing. Lenders that harness the power of 
Big Data are seeing strikingly better results 
than those who are still using traditional mass 
marketing. It’s time to hang up the persimmon 
woods – they look nice, but they simply don’t 
achieve the same result.

Many lenders are looking at marketing 
as “set it and forget it.” The good news – it 
works! The bad news – this traditional, mass 
marketing approach where everyone gets the 
same message is not effective. It has proven 
to be much less effective than executing mes-
sages that are customized to each individual 
using Big Data. Lenders are able to customize 
messages with the same level of cost and effort 
provided they have a complete CRM solution 
that harnesses the power of Big Data. There 
is a reason Tiger Woods doesn’t use a wooden 
driver – he wants to win. If you want to win 
in an increasing competitive marketplace, you 
need the right equipment. 
Focusing on existing 
customers First

Before diving into the value of leveraging 
Big Data for marketing efforts, we first need to 
understand the basics. Did you know your best 
prospects are former clients? Have you ever 
thought about why it is important to stay in 
touch with borrowers after closing? Past cus-
tomers are your greatest future sales leads be-
cause they know your quality of work and will 
return to you again when the time comes, pro-
vided you are maintaining your relationships 
at a meaningful level. On average, customers 
purchase a new house every seven years, which 
means 14 percent of a lender’s customers are 

purchasing a new home each year. When you 
put into the mix shorter duration loans, like 
5-year ARMs and second homes, the numbers 
become closer to 20 percent of your database 
doing a transaction each year. In the meantime, 
if the homeowner is not in the process of shop-
ping for a new home, they will refer business 
to friends and family if they continue to be 
impressed with their own experience. 

We know that professional loan officers 
create a strong relationship with the borrower 
during the loan process. This relationship 
peaks between application and closing, when 
the borrower gives the loan officer all of their 
financial information and fully relies on him to 
help complete one of the most complicated and 

important transactions of their lives. Borrow-
ers trust the loan officer to help them choose 
the right product and shepherd them through 
an intimidating loan process. But after clos-
ing, originators lack the time and discipline 
to remain engaged in the borrower’s financial 
situation, and the quality of that relationship 
declines. A lender goes from a trusted financial 
advisor back to an acquaintance. Originators 
often use the best marketing available to them 
– mass marketing using little data, where every 
homeowner gets the same message, in order 
to maintain contact with them. The problem 

Don’t Be Intimidated
The trend toward big data shouldn’t scare you. Lenders 
can use big data to bring in big volume.

By Jim Blatt

Past customers are your 
greatest future sales 
leads because they know 
your quality of work and 
will return to you again 
when the time comes.
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with this is that lenders have built that relationship 
based on financial expertise and advice. They can’t 
possibly fully maintain your relationship by simply 
wishing someone, “Happy Thanksgiving.”

If your goal is to have customer retention as a 
primary generator of leads, you need a system to 
manage the information about your relationship 

with the former borrower. Many originators lack the 
systems to accomplish basic tasks, like monitoring 
for refinance opportunities. With the recent volatil-
ity in interest rates and the knowledge that rates will 
go up and down over time, originators interested in 
winning the long race need systems to support their 
efforts. It’s a straightforward concept – demonstrate 
to borrowers that you are still invested in the rela-
tionship; that the same level of active, professional 
financial management and stewardship still exists 
after the sale – and you will be rewarded with repeat 
business and referrals.

Now, the hard part – how do you manage Big 
Data to get the type of benefits you need? No one 
goes into mortgage banking with a desire to be a 
data manager translating the 10,000 data fields that 
is part of each individual homeowner’s record into 
something that can be implemented, useful and ef-

fective for marketing purposes. Making sense of 
all the data that is housed in the LOS is almost too 
daunting a task to handle, which is why it seems 
easiest in the short run to send out a simple mass 
marketing mailer that barely works. In addition, 
many lenders structure their marketing for 3-5 
years in the future at the time of closing. Given the 

dynamic mortgage marketplace, you can’t possibly 
predict the type of messages you want to send 3 
years from now, unless you restrict yourself to the 
simplest, least specific messages. Unfortunately, 
those are the least effective.  

The problem isn’t you – it’s your equipment. You 
need a modern system that can harness the power of 
Big Data, manage the relationships and generate au-
tomated marketing that is relevant to the individual.  
utilizing little dAtA Vs. Big dAtA

Lenders who are traditional mass marketers use 
little data, generic pieces of the borrower’s contact 
information, for marketing. Lenders who want to 
win use Big Data, which utilizes the salient aspects 
of that individual borrower, the full scope of the 
relationship, and leverages that information to cre-
ate meaningful messaging designed to resonate on 
a case-by-case basis. No two customers are alike, so 
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lenders who want to win use Big data, which utilizes the 
salient aspects of that individual borrower, the full scope of 

the relationship, and leverages that information.
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Jim Blatt is the CEO and co-founder of St. Louis-based Mortgage Returns, a provider of database-driven, 
automated marketing solutions for the mortgage industry. For more information, please visit www.
mortgagereturns.com.

why should their marketing message be? Big Data 
allows for one-to-one marketing because it looks 
at each borrower at a granular level and picks out 
details of their particular account, loan and finan-
cial situation and then tailors their communication 
to reflect that borrower’s circumstances. Big Data 
also takes into account market conditions, inter-
est rates, loan products and changing regulations 
that impact that particular borrower’s situation. As 
market conditions change, so should the marketing 
message. A loan officer who clearly demonstrates a 
commitment to monitoring the mortgage market for 
opportunities for customers to save money will win 
that customer’s loyalty for the long run.

In order to maintain quality relationships, lenders 
should position themselves as counselors to their 
customers even after the sale, and communicate 
how they will manage the loan over the long term. 
Most importantly, the lender must be able to deliver 
on that promise by ensuring the proper systems 
and tools are in place to do so. A complete CRM, 
or database management system, transforms at a 
granular level the seemingly bottomless amount of 
Big Data on that borrower into a source of useful 
Intel. This enables the lender to personalize and 
customize marketing messages that apply to that 
individual borrower, such as alerting them to alter-
nate programs and money-saving opportunities. By 
turning from little data to Big Data you transform 
that borrower into a customer for life. And, you 
don’t need to work harder or spend more money. 
You will simply have better results. 
Knowing iF Big dAtA worKs

It’s nice to talk about generating great results. A 
complete CRM will include reporting that shows 

you exactly where you are, how you compare to 
peers, and your trend. John Wanamaker famously 
said in the early 1900s, “half the money I spend on 
advertising is wasted; the trouble is I don’t know 
which half.” If you are using technology that still 
doesn’t measure results, it’s time for an upgrade.  

The good news is that measuring results is really 
not that complicated. First, you need to understand 
your objective. There are a few common objectives 
that originators have:

1. Receive past customers’ next 
loan (customer retention).

2. Generate more referrals 
from past customers.

3. Improve prospect conversion rates.
4. Engage realtors with in-process 

marketing to borrowers.
5. Strengthen relationships 

with referral partners.
6. Impress prospective employees.
Tracking this measurement is where technology 

comes in. It can be complicated tying referral part-
ners to homeowners’ records, associating related 
parties, de-duping the database, tracking the real 
source of new loans, etc. The key is a complete 
CRM that includes sophisticated database manage-
ment. While you can track and measure results by 
manually downloading data, making calculations 
and spending several hours with a spreadsheet, it is 
much easier to simply press a button.

By getting a measurement of your retention, 
comparing it to peers and executing relevant one-
to-one marketing, you will know if you are maxi-
mizing your results with Big Data, or stuck using 
old technology.   ❖
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Market Pulse

Get The Most Out Of social Media

Veronica Maria Jarski, a senior 
writer at MarketingProfs, writes 
that, getting involved in a social 

network can be intimidating when you 
don’t know the platform’s etiquette. 
With its own lingo, acronyms, and 
hashtags, a social network might seem 
more complicated than it actually is.

But many of the rules in social media 
are the same ones taught in kindergar-
ten, and here are a few to keep in mind.

Be yourself. To quote Oscar Wilde, 
“be yourself; everyone else is already 
taken.” Being yourself doesn’t mean be-
ing self-absorbed but being true to who 
you are.

Love data? Proclaim that love. Ob-
sessed with e-mail marketing? Embrace 
the e-mail marketer you are. If you’re 
a desperately unhip, small-business 
owner who cares about Big Data, be 
that online, too. Don’t force pop-culture 
references in your comments or pretend 
to understand what you don’t know.

Pay attention. Just like children are 
told to pay attention to their teachers, 
folks need to pay attention to the con-
versations around them. What are the 
latest trends, developments, and PR hits 
and misses being discussed?

In the following infographic, Uberflip 
suggests that those on social networks 
ask themselves, “What’s new? How can 
I improve?” Remember that education 
is a lifelong process.

Ask for help. When a student has a 
question, he raises his hand. Likewise, 
you shouldn’t be afraid to ask questions. 
Don’t know the difference between an 
RT and an MT on Twitter? Ask. If you 
don’t ask, you won’t know. Ignorance 
can lead to missed opportunities or, 
worse, a social media fail. ❖ Click 

for 
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Process Improvement

On the one year anniversary of Super 
Storm Sandy, I thought it would be help-
ful to revisit this disaster to see what we 

can learn from it. Personally I was without power 
for seven days. Take my word for it, it wasn’t 
fun. However, we had no major property damage 
and the lights eventually came back on. Others 
weren’t as lucky.

The Associated Press (AP) reported, “Sandy 
damaged or destroyed 305,000 housing units and 
disrupted more than 265,000 businesses in New 
York. In New Jersey, 346,000 housing units were 
destroyed or damaged, and 190,000 businesses 
affected.

“Loss estimates in the affected states vary. Six 
months after the disaster, leading insurance com-
pany Munich Re Ag estimated insured losses at 
$25 billion and total losses at $50 billion. In De-
cember, state governments reported a total of $62 
billion in damage and other losses.”

What was the human devastation of Sandy? Six 
months after the storm “at least 3,500 families in 
New York and New Jersey are still living in hotels 
and motels on the dime of the Federal Emergency 
Management Agency,” according to AP. “As win-
ter settled in, people who still have homes but no 
means to heat them have taken refuge in tents set 
up by aid workers.

“Redrawn federal maps indicating fl ood-prone 
areas may force many property owners, especially 
in New York or New Jersey, to pay exorbitantly 
for fl ood insurance, raise their homes or move 
away altogether. In New Jersey, fl ood insurance 
premiums could cost as much as $31,000 a year.”

So, how do we prepare for the next storm? In 
New York, a commission formed to examine ways 
to guard against future storms has called for fl ood 
walls in subways, water pumps at airports and 
sea barriers along the coast. It’s unclear whether 
enough money can be found for all the expensive 
recommendations.

Matthew Gerber, CEO at IT-Lifeline, said, “The 
National Credit Unions Administration just issued 
its report on Sandy and somebody said there are 

about 2,000 credit unions that were impacted by 
Sandy, which is a staggering number.  We had 
customers and heard of others sharing experiences 
where—in this case, credit unions, but I’m sure 
it applies to all fi nancial institutions—fell down 
more often than not in trying to resume operations 
after something like Sandy came through.”

IT-Lifeline is a provider of disaster recovery 
and compliance testing solutions for the fi nancial 
services industry. Gerber in particular is a 20-
year technology industry veteran with extensive 
global business development experience. Prior 
to joining IT-Lifeline, he was President and CEO 
at SprayCool, a leader in advanced direct liquid 
cooling for electronics. Before joining SprayCool, 

he served in various senior executive roles at Itro-
nix, a global leader in the mission critical wire-
less mobile computing industry. In addition to 
the IT-Lifeline Board, he currently sits on several 
company and non-profi t Boards.

“In a lot of cases, there are personnel who were 
not available during Sandy because some of the 
IT personnel couldn’t get to specifi c facilities,” 
added Gerber. “However, with rigorous testing, 
any company can avert disaster. We have a lot 
of customers who test twice a year so that your 
recovery capability fl exes and accommodates to 
your new technology. From there you have to 
document that testing so that if you have different 
people that come into play that may or may not 
have experience with certain systems and tech-

After The Storm
Recent natural disasters have brought to light the need for 
mortgage companies to take a hard look at disaster recovery.

By Tony Garritano

Sandy damaged or 
destroyed 305,000 
housing units and 
disrupted more than 
265,000 businesses in 
New York.
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nologies, if you’ve been rigorous about document-
ing those things, we saw institutions that recovered 
without any issue whatsoever if they had the rigor 
around testing and documentation.”

“I think there’s a continued theme around testing, 
which applies to everything,” added Walt Thomas-
son, the Managing Director at College Station, Tex-
as-based Rentsys Recovery Services, a provider of 
disaster recovery services for banks, credit unions, 
mortgage lenders and other organizations. “That’s 
probably the most critical part of what we do with 
our customers is to walk them through that testing. 
But as a technology vendor and a service provider, 
what we’re doing to keep our clients protected is 
mainly stay ahead of them.”

Thomasson has more than 21 years of experience 
in the information technology industry, and founded 
the company in 1995 to offer organizations with a 
complete range of disaster recovery solutions. Since 
establishing Rentsys Recovery Services, he has led 
the effort to build the company’s three co-location 
facilities and create the largest fl eet of mobile recov-
ery trailers exclusively for the disaster recovery and 
business continuity market in North America. Prior 
to that, Thomasson worked at Electronic Data Sys-

tems, a multinational information technology equip-
ment and services company, as a systems engineer. 
Thomasson studied economics at The University of 
Texas.

He cautioned, “We have to stay ahead of the tech-
nology. For example, a lot of our customers are mov-
ing from the hardened desktop, to a virtual desktop 
environment. Or they are certainly evaluating it. And 
they’re never, well they’re rarely looking at it from a 
disaster recovery perspective. They are looking at it 

from a day-to-day production value. We have to go 
in and look at each of these new developments from 
a disaster recovery and business continuity perspec-
tive, and make sure that we’re educating them in 
advance of their investments.”

Natural disasters aside, we also have to beware of 
criminals that want to hack our industry over the In-
ternet. The frequency of online attacks against U.S. 
business continues to increase, along with the cost 

of defending against those attacks and mitigating 
any resulting data breaches. “Cybercrime now costs 
a U.S. business $8.9 million per year, an increase of 
6% from 2011 and 38% from 2010,” added Mike 
Bridges, President of electronic collaboration ven-

dor PaperClip. “Those fi ndings come 
from the “2012 Cost of Cyber Crime 
Study,” which was sponsored by 
security intelligence tool vendor HP 
and released Monday (10/8/2012) by 
Ponemom Institute. The businesses 
profi led in the study also reported 
that on average, they’re collectively 
seeing 102 successful attacks per 
week, up 72 attacks per week in 2011 
and 50 attacks per week in 2010.

“The average breach costs $214 
per record compromised; another 
cost factor is that it’s taking busi-
nesses longer to respond to security 
breaches. On average, it now takes 
a business 24 days to spot and re-

solve an attack, although some cleanup operations 
extended to 40 days. On average, each cleanup 
cost $592,000, a 42% increase from the average re-
ported in 2011 of $416,000. (Ponemon Institute and 
Hewlett Packard- 2013).”

So how does the mortgage industry prepare for 
these types of disasters no matter if they’re caused 
by nature or criminals? “Simply put, cyber security 
begins with a plan,” concludes Mike Bridges. So, I 
ask you: Do you have a plan? ❖
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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.

Cybercrime now costs a U.S. 
business $8.9 million per 
year, an increase of 6% from 
2011 and 38% from 2010.
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Future Trends

I have written a number of columns in the past 
about thinking. Last month, we covered the 
differences between divergent (right brain) 

versus convergent (left brain) thinking. The 
right brain is the creative thinking side, while 
the left brain is the critical thinking side. Al-
though most of us have a dominant side, both 
sides are involved in the problem solving and 
decision making process. Today, I am going to 
talk about integrative thinking; a decision-mak-
ing process in which an individual balances 
tensions between opposing variables. Some 5 
or 6 years ago, I read the book “The Opposable 
Mind” by Roger Martin. This article reflects 
many of his thoughts and concepts. One of the 
quotes in his book was from F. Scott Fitzgerald, 
who passed away in 1940, who stated, “The 
test of a first rate intelligence is the ability to 
hold two opposing ideas in mind at the same 
time and still retain the ability to function. One 
should, for example, be able to see that things 
are hopeless yet be determined to make them 
otherwise.”

The Knowledge Systems of Integrative 
Thinkers: By studying some of the world’s 
most successful individuals, Roger Martin con-
cluded that integrative thinkers have a different 
combination of stance, tools and experience 
than non-integrative thinkers. Their stance is 
different in six ways:

Nature of their world:
1. They recognize that existing 

models do not equal reality.
2. They seek out model clash and 

leverage opposing models.
3. They believe that better models always 

exist that cannot be seen. 
Their role in it:

4. They believe that they are capable 
of finding a better model.

5. They are willing and enthusiastic 
about wading into complexity.

6. They give themselves the time to 

create; they aren’t rushed to find 
‘the answer’ to a problem.

When making any decision, people proceed 
through four steps:

The first step Salience seeks to define the rel-
evant aspects of a problem. What do we choose 
to pay attention to; and what not? In this initial 
step, we decide which features are relevant to 
our decision. The conventional thinker will fo-
cus on only the relevant features whereas the 
integrative thinker will seek less obvious but 
potentially relevant features.

The second step Causality seeks to deter-
mine the relationships between related and 
seemingly unrelated parts of the problem. 
How do we make sense of what we see? What 
sort of relations do we believe exist between 
the various pieces of the puzzle? The conven-
tional thinker will consider one-way linear re-
lationships between variables where more of 
A produces more of B. The integrative thinker 
will consider multidirectional and nonlinear 
relationships.

The third step Architecture involves the 
creation of a model that outlines the relation-
ships defined in the previous two steps. An 

The Opposable Mind 
This month I present to you the problem solving power of 
integrative thinking.

By Roger Gudobba

Our world is becoming 
more knowledge intensive, 
fast-paced, diverse, 
chaotic, interconnected, 
and multicultural. In such 
a world, we need new 
ways of thinking, learning, 
and development in 
organizations.
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overall mental model is constructed, based upon our 
choices from the first two steps. The conventional 
thinker will break problems into pieces and work 
on them separately or sequentially. The integrative 
thinker will see the problems as a whole; examine 
how the parts fit together and how decisions affect 
one another. 

The final step Resolution outlines the decision 
and how it was reached. What will our decision be, 
based on our reasoning? The conventional thinker 
makes an either-or decision and settles for the best 
available decision. The integrative thinker will cre-
atively resolve tensions among opposing ideas and 
generate innovative outcomes.

The process is similar to a feedback loop in which 
each step links forward to the next step as well as 
backwards to the previous step.

How does all this relate to our industry? The 
Mortgage industry has been pursuing the paperless 
mortgage for probably 25 years or more. I believe 
we can finally see the light at the end of the tunnel 
and it’s not the train. Conventional thinking led to 
the migration from pre-printed forms to templates. 
I recognize that we scanned and stored the paper, 
but in the end it was still a paper-driven process. 
Integrative thinking led a number of us to recognize 
that it’s all about the data and that the documents 

were just the end result. The focus on data will al-
low the industry to progress to where applications, 
appraisals, verifications, tax returns, underwriting, 
and finally closing; everything will be handled elec-
tronically. The current focus on the consumer will 
drive the industry to develop systems that will be 
easy to use and almost self-explanatory.

Why do I know this to be true? The answer is be-
cause if the opposite happens the mortgage industry 

will literally cease to exist as a viable business. A 
variety of outside sources are literally forcing the 
industry to progress these days. If you think about 
it, recent developments like UMDP, for example, 
show that the government wants the mortgage in-
dustry to become more electronic. No lender wants 
to bring on the wrath of the federal government.

The end goal, of course, is for a viable second-
ary market to return in a responsible way. Investors 
will not get back into the business of mortgage in 
a big way until they know that they can trust every 
mortgage that they buy. Can you do that in a paper 
world? Sure, if you employ millions of employees 
to literally look through every file. That’s not going 
to happen.

We’re also on the brink of returning to a predomi-
nantly purchase market. Why does that matter? 
Because it costs lenders more to originate purchase 
loans vs. refinances. So, if lenders are looking to cut 
cost and become more efficient, the case for auto-
mation and becoming truly data driven becomes a 
foregone conclusion. Add to that the fact that more 
and more borrowers are looking to transact online 
and you have the perfect storm for a more data-
driven mortgage process to emerge.

I could go on and on in stating the case as to why 
the industry should be more data driven and how the 
integrative thinkers will finally have their day, but 
I won’t. The larger point is that everything is con-
nected and the best way for the mortgage industry, 
or really any business, is to realize those connec-
tions and embrace them in a creative way to grow 
their business. Simply put, the same-old, same-old 
won’t cut it any more. In a more regulated business 
environment, lenders have to find the cheapest and 
most efficient way to both comply with new regula-
tion and remain competitive.

Why all the emphasis on thinking? We usually 
don’t give it much thought and take our thinking for 
granted. I firmly believe you can learn a lot about 
yourself by knowing the different thinking dynam-
ics and that will evolve into a better understanding 
about how you think. Hopefully, this series of ar-
ticles encouraged you to open your mind and think 
different. If so, I have accomplished what I set out 
to do. 

Note: Roger Martin spent fifteen years as Dean 
and now is the Director of the Martin Prosperity 
Institute at the Rotman School of Management at 
the University of Toronto. He has written fifteen 
Harvard Business Review articles and published 
eight books.  

Roger Gudobba has over 25 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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Integrative thinkers share 
some common traits related 
to their stance, tools and 
experiences, which is good 
news for those of us who 
aspire to attain their level of 
decision-making prowess.
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We all have great ideas at some point in 
our lives, but do we execute on them? 
Sometimes we do and sometimes we 

don’t. Think about it, how many times have you 
had an idea only to see that idea become a product 
or a full company months or years later? It hap-
pens to all of us.

In the article “Closing the Chasm Between 
Strategy and Execution” by Doug Sundheim, he 
says that setting strategy is elegant. “It’s a clean 
and sophisticated process of collecting and ana-
lyzing data, generating insights, and identifying 
smart paths forward. Done at arm’s length in an 
academic fashion, tight logic is the only glue 
needed to hold ideas together. The output is a 
smooth narrative in a professional-looking docu-
ment made up of Venn diagrams, 2×2 matrices, 
and high-level plans of attack. Jettison this busi-
ness. Focus efforts here. Build up this organiza-
tional capability. Executives buy into the plan. The 
strategists, confident in their intellectual prowess, 
quietly recede into the background.”

Sundheim warns, “Then the trouble starts. Ex-
ecution is a minefield. The clean and elegant logic 
of strategy gets dirty in the real world. Agendas 
compete. Priorities clash. Decisions stall. Com-
munication breaks down. Timelines get blown. 
It’s never a question of if these problems will hap-
pen; it’s a question of when and to what degree. 
Managing these challenges takes street smarts and 
muscle. Overwhelming success means you take 
a few punches, but still make the plan happen. 
The process is always a little ugly. The executors’ 
dirt-in-the-fingernails view on the ground is much 
different from the strategists’ high-minded view 
from the air.”

How can we learn from this example? The 
implication is obvious — strategists and execu-
tors must work together better to bridge these two 
worlds. It’s common sense. Unfortunately, it’s far 
from common practice. What typically happens 
is an awkward hand-off between the two. In the 

worst cases the strategists adopt an elitist, discon-
nected mindset: We’re the idea people, someone 
else will make it happen. They don’t bother to 
truly understand what it takes to implement the 
ideas. They don’t engage the executors early and 
ask, “How will this actually work?” The executors 
contribute to the trouble as well. Often they don’t 
truly understand the thinking behind the strategy. 
They take it at face value and don’t ask enough 
tough questions.

When things fall apart, each points a finger at 
the other side. We see this all the time in our space. 
It is all too common for technology implementa-
tion to go on forever and come in over budget. 
On the technology vendor side of things, vendors 
are always looking to offer the next industry-
changing feature, but it somehow never gets into 
the software when they expect it to.

The easy solutions for this divide are the pro-
cess solutions: better project management, clearer 
rules of engagement, and tighter operating poli-

cies. The tougher (and more powerful) solutions 
are the cultural solutions: getting each side to 
actually care about what the other side is doing. 
Not just from a lip-service perspective, but from a 
fundamental-belief-that-my-success-is-inextrica-
bly-tied-to-your-success-so-I-better-engage-with-
you perspective.

Strategy and execution is a false dichotomy, 

Business Strategies
Get Your Head Out Of The Clouds
Too often strategy and execution do not align in our space.  
However, there is a way that we can all do better in this regard.

By Michael Hammond

Strategy and execution is a 
false dichotomy, unnaturally 
sheared apart in order to 
divide labor in increasingly 
complex organizations.
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unnaturally sheared apart in order to divide labor in 
increasingly complex organizations. It’s an efficient 
approach. Alone, the shearing isn’t a problem. The 
problem is that both sides don’t see it as their re-
sponsibility to intelligently pull the two sides back 

together again. They leave a chasm, hoping that it 
will miraculously close on its own. It never does. 
Things just fall through it.

The best strategists and executors don’t see a 
hand-off between strategy and execution. They see 
an integrated whole. They continuously hand ideas 
back and forth throughout all phases of a project, 
strengthening them together. They fight to bring 
each other closer. Over the years, I’ve noticed that 
the best strategists and executors believe certain 
things that drive their success — things that the me-
diocre strategists and executors don’t believe.

According to Sundheim, the best strategists be-
lieve:

If I can’t see and articulate how we’re actually 
going to make this strategy work, it probably won’t 
work. Smart strategists know that there are a lot of 
gaps, holes, and challenges in their strategies. They 
tirelessly keep a critical eye on the viability of their 
plans and stay curious — continuously asking them-
selves and others, how will this really work? When 
they find issues, they team up with the executors and 
get out in front of them.

While it’s painful to integrate execution planning 
into my strategizing, it’s even more painful to watch 
my strategies fail. Most strategists dislike execution 
planning. It’s a tedious process for someone who 
likes to think about big ideas. But good strategists 
understand that they have unique insights into the 
strategy that executors will miss, usually to disas-
trous ends. So they stay engaged.

Sounding smart is overrated. Doing smart is 
where the real value lies. Effective strategists aren’t 

full of themselves. They realize their ideas are just 
that — ideas. They know that if they’re not ex-
ecuted well, their strategies are nothing more than 
daydreams.

I’m just as responsible for strong execution as the 
executor is. Is this actually true? Likely not. But it’s 
a powerful mindset to hold. The best strategists see 
themselves as leaders, not merely thinkers. They 
feel their job is to deliver results, not just ideas.

According to Sundheim, the best executors be-
lieve:

I need to be involved in the strategy process early 
— even if that means I have to artfully push my way 
into it. It’d be easy if executors naturally had a seat 
at the strategy table. Unfortunately, they often don’t. 
Many still receive strategies as a hand-off. Smart 
executors don’t take this sitting down. They figure 
out how to get into the strategy process early.

I need to be perceived as relevant and valuable 
to the strategy process. Smart executors know that 
they must earn a seat at the strategy table by actu-
ally adding value. They must move things forward 
by providing relevant and thoughtful considerations 
that strengthen the strategy. They can’t show up and 
“just listen” in strategy meetings or else they won’t 
be invited back.

I need to know the “whys” behind the strategy. 
Smart executors want to know the intent behind the 
strategy. They want to know the thinking that drove 
certain choices. They know that this knowledge is 
crucial to making tough judgment calls when cir-
cumstances change down the implementation road 
(as they inevitably do).

I’m just as responsible for strong strategy as the 
strategist is. Again, is this actually true? Probably 
not. But that’s irrelevant. The best executors see 
themselves as leaders, not merely implementers. 
They feel their job is to deliver strategic advantage 
for the organization, not just a project.

You can see a clear thread of responsibility run-
ning throughout all the beliefs above. Not responsi-
bility for a given task, but rather responsibility for 
the not-given tasks — the messy spots in the middle 
where it’s not clear who should own something. 
The best strategists, executors, and leaders stand 
up and say, “I’m responsible for it” even if it isn’t 
in their job description. It’s doubly powerful when 
both strategists and executors do this, meeting in the 
middle. That’s true collaborative leadership. When 
these spots go unwatched, un-owned, and unad-
dressed, they bring down projects and eventually 
whole companies.  ❖

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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The best strategists and 
executors don’t see a hand-
off between strategy and 
execution. They see an 
integrated whole.
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Errors using inadequate data are much 
less than those using no data at all, said 
Charles Babbage. 

Data, Data 
Everywhere,  
But Can It Be Used?

By BarBara PErIno 
anD rEBECCa Walzak

Since the collapse of the mortgage markets and the 
revelation that the data used to price and rate those 

securitizations was bad, one of the primary focuses of the 
industry has been on data. On top of our own concerns, 
regulators have identified that the transmission of accu-
rate data is one of their risk management issues and they 
also see it as one of the best ways to effectively monitor 
mortgage lenders and servicers. It would be wonderful to 
wave our magic wands and resolve all these data issues. 
However, that just isn’t going to happen. As an industry 
we need to take a look at all the issues and the opportu-
nities that are present today and decide individually and 
collectively how to best attack the problem.
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What are the current 
data issues?  

The place to start of course is in the 
identification of what data we need. 
While loan origination systems col-
lect a large amount of data about the 
borrower, little of it is used past the 
origination process. Furthermore, data 
that is needed to analyze, evaluate and 
securitize these loans is not collected. 
For example, while we now know if 
the borrower is self-employed, we 
still don’t have a place to capture the 
type of legal structure under which the 
company is organized. Without this it 
is more difficult to evaluate income. 
And speaking of income, should we 
be capturing better information on 
“other” types of income? Many times 
the loan applications that I review sim-
ply show one lump sum of this data. 
Without being able to break it down 
into the various components it is very 
difficult to ensure that it is continuing 
and stable. If the borrower receives 
child support there is no place on the 
application to indicate the duration of 
the income. Lenders have to rely on 
the fact that someone reviewed the 
divorce documents and substantiated 
this information.  

Servicing data has traditionally 
been focused on information that is 
relevant to collecting payments, pay-
ing escrows and performing default 
management functions. However 
when it comes time to analyze bor-
rowers for modifications or other is-
sues, the original information about 
the loan is missing. HUD has always 
required that servicers identify loans 
where servicing information conflicts 
with the origination data in order to 
determine if there was any fraud in the 
file. However, this has been impos-
sible with the limited amount of data 
transmitted.  

Now of course we are faced with 
another challenge; the data required 
for regulator reviews. Of course the 
primary focus of servicing data is the 
information necessary to perform the 
investor reporting functions.  How-
ever, the regulators have turned that 
approach up-side-down and now are 
expecting data to be focused on ensur-
ing that the consumer’s issues are ad-

dressed. This involves standardizing 
and collecting much of the informa-
tion that previously was stored in the 
individual “note” screens and as we 
all know, reporting on free form data 
is impossible. Data that identifies a 
consumer’s question or inquiry as well 
as a compliant must be tracked and 
reported on. Resolution types must be 
collected as well. In addition to these 
data fields, servicers want and/or need 
to have data that helps them address 
any operational problems and control 
the risk of non-compliance with the 
new regulations. While MISMO has 
indicated that they will have all the 
new data requirement fields defined 
and formatted by the end of the year, 
this does not mean they will be includ-
ed in the servicing and/or origination 
systems. This brings us to the next is-
sue. Collecting reliable data.

In the past few years one of the best 
ways to get a conversation started 
with mortgage bankers was to ask the 
question “How do you handle data 

integrity?” Everyone has an answer 
but unfortunately, they are all differ-
ent and this opens up every lender to 
the risk of poor quality data. Despite 
the fact that MISMO has done an ex-
cellent job of defining and formatting 
industry data, the reality is that not 
all data is accurate. This is primarily 
because so much of it is input through 
a manual process. It is not unusual to 

find a data field labeled “product type” 
to contain a code for “property type” 
or loan amounts to vary throughout 
the data set. Boarding loans onto a 
servicing system is a great way to test 
the reliability of the data into vari-
ous fields. However servicers are not 
without their own data quality issues. 
Once again, manual input in many 
of the fields is most likely the source 
of the data issues. While some of the 
data issues are being addressed with 
electronic feeds of information this 
approach does not solve all the prob-
lems. One of the suggestions heard to 
address this problem is to implement 
data consistency checks on each loan 
application and download.

Of course, even with recognizing 
the risks of incorrect data input, the 
issues of having data inconsistent with 
the documentation in the file still ex-
ists. Having reviewed numerous files, 
it is not uncommon to see that income 
information is calculated incorrectly 
and input into an AUS system inac-

curately. As a result, the AUS result is 
suspect and the integrity of the data is 
once again also suspect. With Fannie 
Mae’s recent announcement that they 
will only accept “perfect loans” this 
type of data integrity issue becomes 
more critical.  

Servicing is not without similar 
problems, especially in the area of 
modifications, principal reductions 

The leaders who will emerge 
successfully from the problems 
of today will be the ones that 
know how we use data to make 
their organization more efficient, 
effective and profitable.
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and forbearance. Inputting inaccurate 
information during this process can 
result in approving those that should 
not be approved or denying those 
that should. In addition, timing of the 
process is a critical factor for regula-
tors. Inputting inaccurate information 
can delay meeting the deadlines for 
response.  

The only way to really address 
these problems is through a quality 
control review during the entire pro-
cessing, underwriting, closing and 
servicing of the loan. While manually 
conducting these reviews will allevi-
ate some of these risks, the associated 
cost in terms of time and personnel 

make it prohibitive. The only real 
solution is an automated QC review 
that identifies the issues and allows 
changes to be made as issues occur. 

Data security is also a big concern. 
Since we do obtain and maintain a 
large amount of the borrower’s per-
sonal information, we are charged 
with ensuring that it is safe from un-
intended leakage and intrusion. Most 
lenders have incorporated firewalls 
into their system structure, but as we 
have all seen, these are not impen-
etrable. Failure to update passwords, 
sharing of information and just plain 
carelessness creates numerous risks 
for those whose job it is to keep the 
data secure. Furthermore the widely 
accepted use of laptops and transmis-

sion of data through the Internet and 
DVDs, provides multiple opportuni-
ties for individuals to abscond with 
this data. While we have many ex-
perts in the area of data security to 
utilize as a resource, in the end it is 
up to each individual lender to make 
sure that they have the means to en-
sure the data is secure.  
using data

The use of the data we have always 
collected has traditionally been lim-
ited to transmissions involving the 
secondary market and to investors. 
Now regulators, the secondary agen-
cies and other lenders are becoming 
more active in seeking and using data 

to identify and establish operational, 
credit risk and regulatory risk. 

The CFPB announced from its ear-
ly beginnings that it would be a “data 
driven” organization. Other regula-
tors, including state audit groups fol-
lowed suit. Unfortunately due to all 
the issues previously identified, the 
initial attempt to evaluate lenders and 
servicers was not successful. However 
they continue to pursue this approach, 
which is an additional incentive for 
lenders and servicers to focus on the 
overall quality and integrity of their 
data.  

This attention to data also has its 
benefits. One of the issues that always 
arises is how does my company com-
pare to others. If an investor, regulator 

or agency tells me I have problems 
that are worse than others, how do 
I know that is true? With the focus 
on consistent, reliable and common 
data elements lenders and servicers 
will have the opportunity to conduct 
their own comparative analysis. The 
industry has long been able to see 
overall delinquency rates and analyze 
by product, rate and location, but 
expanding this data into the area of 
Operational Risk is just beginning.  

Mortgage True View, a company 
focused on collecting data from ser-
vicers and originators, provides not 
only the ability to analyze the Opera-
tional Risk within your own organi-
zation, but to compare it to others in 
the database. Of course, the compara-
tive data is comprised of multiple 
participants without any type of lend-
er, servicer or borrower information 
included. While it has always been 
intended as a means to establish the 
regulatory standard variation rate in 
a company, it also provides numerous 
other opportunities for lenders and 
servicers to identify potential issues 
and make changes either before it 
becomes a problem or to take advan-
tage of a market opportunity before 
others.  

Knowing that the data transmitted 
to investors is accurate and reliable 
will also support the revitalization of 
the secondary market. Investors have 
been reluctant to get back into the 
market and want some assurances that 
this time we will give them correct 
information about the risk within the 
mortgage files. If every loan contains 
the results of a data and operational 
review that establishes the overall 
reliability of the file, investors would 
have the opportunity to make fact-
based decisions on what level of risk 
is acceptable to them.  
roadblocks

If all of this focus on data is good, 
what is preventing the industry from 
achieving this goal? While there are 
multiple reasons, there are three that 
stand out. First is the breadth of the 
data itself. As mentioned earlier, the 
amount of data that lenders need to 
capture continues to grow. While the 
defining and formatting process are 

Investors have been reluctant 
to get back into the market and 
want some assurances that this 
time we will give them correct 

information about the risk within 
the mortgage files.
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being addressed, the addition of these 
data fields into origination and servic-
ing systems will take more time. Add 
to that the tendency of the regulators 
and agencies to want more and more 
data, it is a daunting task to get a com-
plete data set incorporated into any 
industry system.  

A second issue delaying the imple-
mentation of this data is the industry’s 
historical lack of focus on their opera-
tions as a whole rather than as a group 
of separate and distinct processes. In 
order to make sense of all the Opera-
tional Risk that a comprehensive set 
of data would expose, management 
must be able to comprehend the sta-
tistics that are presented to them. For 
example, if a QC report tells them that 
there is an error rate of 5%, do they 
know how to determine the validity 
of that statement? Or better yet, does 
the QC staff know how to position the 
results within a confidence interval so 
that management does not go off on a 
wild goose chase to resolve a problem 
that is in fact just random variation. 
Understanding how to present data as 
well as how to determine what actions 
should occur is a task that manage-
ment and staff need to undertake. 
Continuing to focus on issues on a 
loan-by-loan basis, which is where we 
are most comfortable, is not helpful 
and limits our ability to effectively 
manage operations.  

The third issue which I have heard 

from numerous speakers and industry 
members is fear. It is not unusual for 
anyone to fear the unknown and that 
is where we are today. The future of 

the industry, what will be demanded 
of us, the costs associated with meet-
ing all these data requirements, is 
still unknown. This causes a lot of 
stress and hesitancy in taking on new 
issues and dealing with old problems. 
In fact it is not uncommon to hear 
managers say that these new require-
ments are going to go away once we 

have an election, so why spend the 
time and energy to deal with them. 
Unfortunately, whether or not they 
change, one thing is certain. The in-

dustry has changed and at the heart of 
that change is data, what we collect, 
how we manage it is now a top prior-
ity for anyone in the business. The 
leaders who will emerge successfully 
from the problems of today will be 
the ones that know how we use data 
to make their organization more ef-
ficient, effective and profitable. 
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By Jeff Bradford

The Evolution of Appraising 
and the New Valuation Specialist
These days computer-aided appraising 
is quite literally transforming 
the appraisal industry.

Fifty years ago engineers were solving their struc-
tural problems with the help of slide rulers. For 
those who don’t remember, a slide rule looks 

a lot like a ruler, but it’s really a mechanical analog 
computer. It was used primarily for multiplication, 

division, and functions such as roots, logarithms 
and trigonometry. Every engineer had one. 

Since all problems were solved manually, 
the slide rule was an essential tool for 

solving complex problems. That is, 
until handheld calculators were 

invented in the early 1970s. 
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Over the next years 20 years, main-
frame computers and then mini-com-
puters (or mini-mainframes) exploded 
on the scene, fostering the proliferation 
of specialized engineering software 

that could solve these difficult and 
previously unsolvable problems not 
only quicker but also with greater ac-
curacy. The slide rule and handheld 
calculators became museum pieces and 
with advances in analysis software and 
computing power, the era of “comput-
er-aided engineering” was born. 

Engineers embraced the progress. 
They were finally empowered with 
analytical power, the likes of which 
they’d previously only dreamed. In-
terestingly, rather than rendering en-
gineers obsolete, the technologies of 
this new era began to spawn specialists 
in the profession. Engineers started 
specializing in the new disciplines like 
computer-aided structural analysis or 
computer-aided vibration analysis. 
This new breed of engineer could, for 
the first time, model structures and 
bridges while they were still in the 
design stage. They could simulate the 
harshest seismic activity ensuring the 
structures were designed (and built) 
to withstand the strongest earthquake. 
Empowered with computer-aided 
analysis software, these engineers were 
able to predict how a structure would 
behave under load before it was actual-
ly built. It was groundbreaking. Armed 
with their computers and software, 
these engineering specialists soon be-
came indispensable in their profession. 
The benefits to society were enormous, 
particularly in the construction, auto-

motive and manufacturing industries. 
Today, computers play a major role 

in virtually every industry we can 
think of, whether it is computer-aided 
design for architects, computer-aided 

manufacturing or even forecasting the 
weather. All of these industries depend 
on computers to do what computers do 
best – crunch data very, very fast. In 
fact, computers are so prevalent in our 
everyday life that they are no longer 
“aides.” They have become necessities.

Despite their ubiquity, there are still 
some industries where computers have 

only touched the surface. Generally 
speaking, these are industries that re-
quire extensive experience, where the 
work is considered an “art.” One of 
these industries is the residential ap-
praisal industry. Appraising has long 
been considered an art form because 

it requires a person experienced in the 
“art of appraising” to meticulously 
inspect every property before render-
ing his or her “opinion of value.” 
This is similar to the fine art appraiser 

who renders his or her opinion on the 
value of a Van Gogh painting. It’s also 
something we would never entrust to a 
computer. 

This is why appraising has remained 
an “art form.” We didn’t trust comput-
ers to value our homes. So today, it 
continues to be the cumbersome, paper-
intensive process it was twenty years 

ago, where data is searched manually, 
spreadsheets are employed sparingly 
and reports are manually produced us-
ing form filling software. This process 
is by its very nature error prone. And 
with today’s pressure to complete an 
assignment quickly, the credibility of 

Appraising has long been considered an art form 
because it requires a person experienced in the “art 

of appraising” to meticulously inspect every property 
before rendering his or her “opinion of value.”
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the entire report can come into question 
when the appraiser’s value conclusion 
is based on a limited and possibly in-
complete set of data.

We’re living in an age of instant ac-
cess to data. We have, at our disposal, 
some of the most powerful computers 
and analysis tools ever built. Can the 
mortgage industry continue to accept 
residential appraising as an art form 
and endure the limitations that come 
with it? The simple answer is no.

To the mortgage industry’s credit, it 
has tried to substitute AVMs (automat-
ed valuation models) for appraisers. 
It has tried to substitute BPO (broker 
price opinion) valuations for apprais-
ers. It has tried combinations of AVMs 
and BPOs, all with limited success, and 
all lacking consistent reliability and 
credibility.

Ours is a world where property valu-
ation estimates are provided instantly 
by an untold number of Internet com-
panies for free, yet an appraisal for 
origination can still take weeks. What’s 
more, using an appraisal for default 
servicing is not even considered. The 
strangest part of this equation is that 
there’s a solution right underneath our 

noses. There’s no reason appraisals 
should take as long as they currently 
do, nor is there reason for opinions of 
value to be devoid of scientific analy-
sis. The advances in market analysis 
have come too far to be ignored any 
longer. 

The mortgage industry needs to 
encourage, or better yet, demand that 
appraisers move from the “art of ap-
praising” to the “science of appraising” 
to meet its valuation needs. Appraisers 
must move into the realm of science 
and analytics, where statistics and the 
“most probable value” will guide their 
value conclusions. Only then will ap-
praisals become more credible, more 
reliable and more transparent. Only 
then will they start to meet the needs of 
the entire mortgage industry.

Adding science to the art of ap-
praising is the first step. The power 
and speed of computers must also be 
leveraged to dramatically reduce the 
time it takes to produce a valuation. 
The manual searches for comparables 
must be replaced by the instant access 
to hundreds of properties and entire 
markets instantly analyzed for their 
dominant characteristics and influences 

on value. Market trends must be calcu-
lated and charted and factored into the 
valuation equation. Specialized valua-
tion tools for every type of market must 
be available and expertly employed. 
And lastly, the era of appraisers manu-
ally filling out an appraisal form must 
come to an end.

Computer-Aided Appraising soft-
ware, similar to that adopted by engi-
neers thirty years ago, must be adopted 
by appraisers. Bradford Technologies, 
a provider of this field of software, in-
troduced appraisers and the mortgage 
industry to computer-aided appraising 
three years ago with the introduction 
of the revolutionary Collateral Valua-
tion Report (CVR), which incorporated 
regression analysis to support the value 
conclusion. Many leaders in appraising 
circles are calling it a “game changer.”

Today computer-aided apprais-
ing software, like that developed by 
Bradford Technologies, is much more 
sophisticated. It can now import and 
analyze hundreds of sales and listings 
from MLS systems across the coun-
try enabling appraisers nationwide to 
quickly determine market trends and 
characteristics. Specific modules have 

Computer-aided appraising adds science to the selection of sales comparables.
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been developed to process the data 
quickly at every step. Modules such as 
property geo-coding, similarity ranking, 
market characterization, and market 
trending perform their analyses and 
display their results in seconds. And 
even though there is much automation, 
each step is guided by the appraiser’s 
expert knowledge of the local market, 
resulting in a mathematically supported 
value conclusion that also accounts for 
the unique characteristics of the subject 
property and influences of local market. 
In short, it is a superior appraisal.

Many lenders may wonder if ap-

praisers –who are used to doing ap-
praisals manually – will embrace this 
type of software, this analytical way 

of producing a valuation.  They may 
wonder if the origination and servicing 
sectors of the mortgage industry will 
accept “computer-aided” appraisals 
that are not provided in the antiquated 
URAR format.

The answer to the first question is 
a resounding yes. As proof, Bradford 
Technologies created an online com-
munity for appraisers interested in 
advancing the appraisal profession 

through analytics. The community lo-
cated at www.AppraisalWorld.com is 
now home to over 23,000 appraisers 
who have registered their interest and 
desire to utilize computer-aided ap-
praising tools. Many have taken a two-
day training workshop to hone their 
statistical and regression skills. 

The answer to the second question is 
more telling. So far the origination and 
servicing sectors have not embraced 
valuation solutions such as the CVR. 
They continue to rely on a combination 
of BPOs and AVMs for their valuations 
in hopes of a cheap, credible valuation 

or on traditional 1004 appraisals, even 
with all their issues. In fact, the indus-
try continues to spend millions of dol-

lars building an infrastructure around 
the outdated URAR appraisal form. 
Millions more are spent every year 
reviewing reports, simply to ensure the 
appraiser filled the form out correctly – 
those are millions that should be spent 
helping appraisers produce a better val-
uation, faster and more economically.

If history is any guide to the future, 
we will see very sophisticated comput-
er-aided appraising software come into 

the market. The appraisal profession, 
similar to the engineering profession 
will bifurcate into specialists and gen-
eralists. There will most likely be prop-
erty inspection specialists who partner 
with valuation specialists. The special-
ists in residential appraising will come 
to own their market as will the property 
inspectors. These specialists, empow-
ered with computer-aided apprais-
ing software will be able to provide 
the automated valuations needed for 
portfolio analysis. They will team up 
with their inspection specialist coun-
terparts to provide the periodic valu-

ations for servicing, the cost effective 
valuations needed for HELOCs and the 
more thorough valuations needed for 
originations. It will be groundbreak-
ing. These valuation specialists will 
become indispensible to the mortgage 
industry. The benefits to society will be 
enormous allowing consumers to pur-
chase or refinance homes quicker than 
ever imagined.

Sophisticated computer-aided ap-
praising software coupled with instant 
access to repositories of “big data” that 
includes up to date inspection data will 
completely transform the appraisal in-
dustry from one that relies on the “art 
of appraising” to one that embraces and 
excels at the “science of valuation.”

We’ve got the tools. Now all we 
need is for the industry to step up and 
raise the bar. This revolution in valua-
tion must start with the users of these 
valuations. Lenders and servicers must 
start to accept and demand this new 
level of excellence from the appraisal 
profession. Only then will the appraiser 
experienced in the “art of appraising” 
evolve into that urgently needed spe-
cialist who can provide valuations for 
the entire mortgage industry.  

About the Author
Jeff Bradford is the CEO of Bradford Technologies. His company has been developing software 
for appraisers for over 26 years. Previous to Bradford Technologies, Mr. Bradford was extensively 
involved in designing and developing computer-aided analysis systems for engineers. He has 
worked at companies such as Apple Computer, FMC Central Engineering Labs and Structural 
Dynamics Research Corporation.  He holds master’s degrees in engineering, computer science 
and business and is a recognized expert in the software and appraisal industry. Today, Mr. 
Bradford is focused on empowering appraisers with computer-aided appraising technology.

Can the mortgage industry 
continue to accept residential 
appraising as an art form and 
endure the limitations that come 
with it? The simple answer is no.

Tomorrow’s Mortgage Executive45





Can Technology Vendors 
Improve Everyone’s  

Lending Experience?
Is it possible to both provide a better experience for 

the lender and the customer? Without a doubt.

By Dewey Kelly

Much is being made 
these days about 
improving the bor-

rower experience, and with 
good reason: Borrowers 
today have more options than 
ever before when it comes to 
choosing which lender to use. 
The more positive the bor-
rower experience, the more 
likely the lender is to win the 
borrower’s business. But one 
area that tends to be over-
looked in the rush to improve 
the borrower experience is the 
lender’s experience. On the 
other side of the interaction 
with the borrower is a loan of-
ficer or processor. If their job 
is complicated by changes to 
their workflow, they may be 
reluctant to embrace change 
no matter how it improves the 
borrower experience. 
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Lenders who take a more holistic 
view of the interaction between their 
employees and customers are the 
ones most likely to see improved 
workflow efficiency and reductions in 
the amount of paper in their lending 
workflow.

Take this scenario as an example: A 
financial institution’s customer wants 
to get a loan preapproved for buying a 
new car. He calls the loan officer at the 
financial institution and provides the 
required information over the phone, 
which the loan officer captures in the 
institution’s loan origination system. 
Then, with a single keystroke, the 
loan officer sends the loan disclosure 
to the customer in his office and to 
his spouse, who happens to be across 
the country on a business trip. In mo-
ments, the customer and spouse both 
receive an email with a secure link to 
the disclosure. The customer views 
and electronically signs the disclosure 
from his office desktop computer, and 
the spouse views and electronically 
signs the disclosure from her iPad. 
The loan officer is notified that both 
parties have signed the disclosure and 
she can complete the lending work-
flow. It was fast, convenient, and easy 
for the borrowers and the lender to get 
the loan locked without altering or 
adding to the loan officer’s workflow 
creating a win-win for both the bor-
rower and the lender.
SoundS Simple, Right?

For many lenders, making this sce-
nario a reality is more difficult than it 
might first appear. It can take a lot of 
work on the lender’s part to integrate 
solutions from different technology 
vendors into a seamless workflow. 
Too often, lenders don’t have the 
time or resources to undertake such 
integration projects, so the projects 
get pushed off. Improving the bor-
rower experience and implementing 
electronic delivery (eDelivery) and 
electronic signatures (eSignatures) 
are often higher priorities, usually at 
the cost of complicating the loan offi-
cer’s workflow. eLynx’s research into 
eAdoption shows that complicating 
the loan officer’s workflow is one of 
the surest ways to inhibit adoption of 
paperless lending initiatives. (Contact 

eLynx at mismo@elynx.com if you 
are interested in our eAdoption white 
paper.)

This is where technology vendors 
have an opportunity to work together 
to provide more complete solutions 
to lenders, making it easier and faster 
for their lender customers to realize 
the full potential of paperless lend-
ing initiatives. A case in point is the 

work Harland Financial Solutions and 
eLynx undertook to provide a seam-
less solution that supports the scenario 
above without integration work by the 
lender.

Harland Financial Solutions and 
eLynx have been working together 
for over a decade. As the relationship 
evolved, it became clear to both com-
panies that a tighter integration could 
strengthen their relationship and pro-
vide substantial value to their clients.

Both companies have been heavily 
involved in the Mortgage Bankers As-
sociation’s initiative to develop data 
standards for the mortgage industry. 
The initiative, the Mortgage Industry 
Standards Maintenance Organization, 
or MISMO, has been working since 
1999 to develop standards to enable 
mortgage-related information to be 
exchanged between borrowers, lend-
ers, service providers, investors, and 
servicers more efficiently and eco-
nomically. The MISMO standard pro-
vided the platform Harland Financial 
Solutions and eLynx used to integrate 
eLynx’s eDelivery and eSignature so-
lutions with LaserPro® from Harland 
Financial Solutions.
if You don’t Speak miSmo

The MBA established MISMO to 
develop data definitions and busi-
ness information standards for the 

residential and commercial real estate 
finance industries. MISMO identified 
hundreds of data elements that might 
be part of a real estate transaction, an 
eMortgage, or other consumer or com-
mercial loan transactions. It defined 
the architecture and data dictionary 
based on XML encoding that provides 
a structure for classifying these many 
data elements. 

Entities or systems that adopt and 
adhere to the MISMO standard can 
pass data via structured XML text files 
to other MISMO-compliant entities or 
systems. The implication of this is 
profound. For one thing, it means that 
an entity need only map its data to the 
standard data definition documented 
in the MISMO standard, and any other 
MISMO-compliant entity will know 
how to use that data. 

The MISMO standard has been 
steadily evolving since the group 
was formed in 1999, with a number 
of versions released over the years, 
each expanding on the previous ver-
sions. The release of MISMO Version 
3.0 was a significant milestone for the 
industry because it established for the 
first time data standards that could be 
uniformly applied across all types of 
transactions and workflows. Earlier 
versions established standards at the 
role or functional level—appraisals, 
title, lender, etc.—but at the data level, 
adherents had to develop proprietary 
data structures, which resulted in pro-
prietary interfaces. These were typi-
cally developed over a relatively short 
period of time by architects familiar 
with their local product or service and 
often did not reflect data requirements 
for the entire industry. In addition, 
there were not uniform guidelines for 

The more positive the borrower 
experience, the more likely the lender 
is to win the borrower’s business.
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extending the data structure to support 
custom data elements.

MISMO 3.0 changed all that. It was 

updated with new data definitions and 
structures driven by business trends 
from the entire mortgage industry. In 
addition, it has excellent extensibility 
for product- or project-specific data 
needs. Since its release, it has become 
the recognized industry standard with 
growing acceptance in both business 
and government. Fannie Mae and 
Freddie Mac adopted the MISMO 3.0 
standard as the standard data format for 
the loans they purchase, and the CFPB 
is strongly supporting and leveraging 
the standard.
putting the StandaRd 
to the teSt

Both Harland Financial Solutions 
and eLynx have adopted the MISMO 
3.1 standard for their architecture, so it 
was natural to use it for the integration 
between LaserPro and eLynx. How-
ever, both companies were surprised by 
how much it simplified the integration. 
Mark Kleingers and Jim Metzger, the 
data architects for eLynx and Harland 
Financial Solutions respectively, set 
up daily 30-minute calls to go over the 
interface. Kleingers remarked, “The 
message prototype was finished dur-
ing the second call.” Metzger added, 
“Using the MISMO 3.1 standard elimi-
nated the need for the eLynx team to 
learn and understand our document 
structure and vice versa, saving days if 
not weeks of work.” Both agreed that 
it prevented unnecessary work and po-
tential trial-and-error attempts at how 
to integrate: The structure they needed 
was already there and ready to apply. 
The added benefit is that virtually all 

of the work done by the two companies 
can be reused to integrate with other 
products and trading partners. They 

presented their work at the MISMO 
Spring 2013 Summit in June as one of 
the first real cross-vendor implementa-
tions of MISMO 3.1.

What does this translate to in the 
real world? If we go back to the lend-
ing scenario presented earlier, the 
loan officer is able to capture all of 

the data needed to originate the loan 
using the LaserPro software she has 
been using all along. She then selects 
the documents to send to the borrow-
ers the same she would to print the 
documents. Then, instead of printing 
the documents, she selects the eLynx 
Consumer Delivery option in Laser-
Pro. LaserPro creates the MISMO 3.0 
compliant XML package containing 
the documents and the data required 
by eLynx to process the package and 
sends it to eLynx. eLynx decodes the 
package and submits the document for 
delivery to the two borrowers via eL-
ynx’s Expedite Inbox. The borrower 
accesses his Expedite Inbox and signs 
the disclosure from his computer; the 
spouse does the same from her iPad. 
eLynx notifies the loan officer that the 
disclosure has been signed and makes 
the signed documents and all neces-

sary compliance data available to the 
loan officer, and they are on their way.

“We pride ourselves on making our 
solutions easy to use and one impor-
tant goal in the work with eLynx was 
to make eDelivery and eSignature as 
transparent to the user as possible,” 
said Gary Unger, Harland Financial 
Solutions vice president of develop-
ment. “The MISMO standard was a big 
part of making that possible. It greatly 
reduced the complexity and amount of 
work involved in the project, and as 
a bonus, we are able to leverage the 
work done with LaserPro to add eLynx 
services to our other solutions,” Unger 
added. eLynx senior vice president of 
business operation Andy Crisenbery 
agreed, saying, “The beauty of this 
integration is how easy it has made it 
for lenders to add eDelivery and eS-
ignature to their workflow. By proac-
tively working with Harland Financial 
Solutions on this integration, we have 
effectively eliminated the barriers to 

entry for lenders who want to pursue 
paperless lending. I don’t believe there 
is an easier way for a lender to add 
eSignature capability to their workflow 
than the LaserPro-eLynx integration.“

Other technology vendors can and 
should use this model to offer more in-
tegrated, end-to-end solutions to their 
customers. We shouldn’t make lenders 
choose between offering a better bor-
rower experience to their customers 
and simplifying the workflow for their 
employees. Fortunately with the grow-
ing adoption of the MISMO 3.0 stan-
dard, we shouldn’t have to. It makes 
integration between solutions from 
different technology vendors a viable 
option.  If we want to provide the high-
est value to our lender customers, we 
need to be proactive with our partners 
in delivering integrated solutions to 
financial institutions. 

About the Author
Dewey Kelly is Director of Marketing and SwiftView Tools 
at eLynx. He has over 25 years experience in software 
and services. His marketing responsibilities include 
partner and channel marketing. In addition, he manages 
the eLynx Tools software business. Dewey can be 
reached via email at dkelly@elynx.com.

We shouldn’t make lenders 
choose between offering a better 
borrower experience to their 
customers and simplifying the 
workflow for their employees.  
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Executive Interview

A New LOS DichOtOmy
Amid all the LOS shifts, Keven Smith and Kelli Himebaugh 

of Mortgage Builder discuss how to succeed and 
thrive among all the industry uncertainty.

We’ve witnessed several big loan origination system (LOS) acquisitions this year. 
Most recently Accenture acquired Mortgage Cadence and D+H acquired 

Harland. So, what does it all mean? It means that companies realize that the 
LOS is the system of record and in order to succeed as a software company that 
caters to the lending space, you have to offer up your own LOS. For an existing 
LOS player like Mortgage Builder, they see this as an opportunity. Last year they 
acquired servicing system GCC and PPE and CRM solution LoanXEngine. These 
acquisitions were significant because the company is now the only software 
player suited to offer an end-to-end-to-end solution that goes from the point-of-
sale all the way through servicing for midtier lenders. 
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The other companies that offer this 
functionality cater more to the larger 
lenders. So, Mortgage Builder is 
well positioned to be the most fully-
functional LOS for small and mid-
tier lenders going forward. But is that 
enough to be a successful LOS these 
days? Mortgage Builder’s President 
and CEO Keven Smith and the com-
pany’s Corporate Vice President Kelli 
Himebaugh sat down with our editor 
to really define what constitutes a 
leading-edge LOS.

Q: Mortgage Builder spent over a de-
cade developing and improving the 
company’s LOS systems. What made 
the company decide to go into acquisi-
tion mode and obtain servicing system 
GCC and PPE and CRM solution LXE in 
2012?

KEVEN SMITH: Being a privately held 
company has enabled us to make con-
tinued investments in developing our 
LOS, which in turn has resonated with 
clients and led to financial indepen-
dence many public companies don’t 
enjoy due to their need to keep pro-
viding shareholders with dividends. 
When our former parent, GCC, came 
on the market, it was a very natural 
fit for us. They had a loan servicing 
software system that was very well 
established and had many clients that 
were also Mortgage Builder users. The 
irony is that back in the 90s, GCC was 
already popular and the company was 
asked to develop a LOS that would 
harmonize with the servicing software. 
I was charged with building the LOS 
and it wasn’t long after that Mortgage 
Builder became an independent com-
pany. When GCC’s founder decided it 
was time to retire, the industry was in 
a place where more mid-sized lenders 
were looking at servicing their own 
loans. We had the financial ability to 
make a good offer and it has been a 
seamless transition to bring the com-
panies back together. We’ve even 
shared the same building all this time.

KELLI HIMEBAUGH: LoanXEngine had 
a different story, of course. We had 
known about their pricing engine for 
a long time, but what really struck us 

was the sophistication they brought 
not only to pricing and eligibility, but 
to CRM and lead management. Mort-
gage Builder, now with an integrated 
servicing platform, had the unique 
opportunity to be among the first to 
offer a true front end-to-end-to-end 
experience for users, enabling them 
to maximize the automation from 
customer contact all the way through 
to payoff, potentially decades later. 
LoanXEngine was the perfect front 
end technology to provide that miss-
ing piece, and our companies’ cultures 
were already similar in several ways – 
we each had raving fans. Bringing the 
software together to form a harmoniz-
ing origination tool that is unmatched 
in the industry was too good an op-
portunity to pass up. Fortunately, Alan 
Johnson, LXE Software’s founder and 
CEO, felt the same.

Ultimately, our acquisitions were 
more about creating a more powerful 
package for clients than they were 
about simply expanding Mortgage 
Builder’s portfolio of companies. Both 
the servicing platform and LoanXEn-
gine work independently of the LOS, 
but for those wanting the complete 
“E2E2E” benefits, they work together 
in perfect harmony.

Q: The company has also invested sub-
stantially in re-architecting the look 
and user experience for both the LOS 
and LSS. How did you come up with the 
new names for the suite of products?

KEVEN SMITH: Rebranding products 
with as much history as Mortgage 
Builder and GCC’s G/Serve is a long 
and careful process. We did a great 
deal of research and developmental 
work to come up with exactly the right 
names that were both descriptive and 
evocative of our mission and identity. 
We’re about building good loans, so 
the tool that helps clients accomplish 
that is rather like an architect, design-
ing and creating. It became clear that 
“Architect” carried the message we 
wanted, and so it was adopted.

KELLI HIMEBAUGH: Loan servicing is 
the kind of activity that goes unher-
alded for long periods of time and 

supports the structure of the lender in 
terms of revenue and value. One of the 
oldest principles of architecture is the 
colonnade, a row of columns to pro-
vide strength and support for the long 
haul, so we liked “Colonnade” as the 
name for the new look of G/Serv. We 
continued the theme with “Blueprint” 
for our advanced electronic document 
management module, and “Survey-
ance” for our enhanced web portal 
and mobile origination support for 
Architect.
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Q: How much did you count on input 
from existing clients and users in the 
redesign?

KEVEN SMITH: It might be an over-
statement to say that we don’t do 
anything without checking with our 
clients and users first, but the fact is 
that we do little that doesn’t involve 
them in some way, shape or form 
when it comes to product design. 
We have very long-term employees, 
many with decades of experience in 
the industry, and they have excellent 
relationships with our clients. The 
two-way communication literally 
never stops and we take what the us-
ers have to say very, very seriously.

KELLI HIMEBAUGH: One of the ways 
we do this is through weekly User 
Workgroup meetings. We hold eight 
meetings every month covering key 
results areas including regulatory 
compliance, QC, government lending, 
underwriting, secondary marketing 
and others. We have constant con-
versations with clients and the result 
is that we get regular input from the 
real world on ways to improve our 
software. This was a tremendous ad-
vantage as we did the redesign of the 
platform and transitioned from the 
traditional Mortgage Builder to the 
Architect platform. Features, look and 
feel; all of it was profoundly affected 
by input from our users.

Q: Will the “E2E2E” model become the 
way of the future for software compa-
nies, especially for the mid-tier lenders 
who want to service their own loans? 
What are the advantages of having all 
of the capabilities on a common-DNA 
platform?

KEVEN SMITH: End-to-end-to-end, 
meaning the entire process from 
customer contact, loan creation and 
on through servicing, makes a great 
deal of sense to lenders wanting to 
do more and reduce costs. Whether it 
is a lender that is currently servicing 
its own loans on a different software 
system, or a company that is getting 
into servicing now, it makes more 
sense in the long run to use a platform 

that is designed to harmonize those 
critical functions. We have been very 
busy working with lenders of all sizes 
wanting to move in this direction. 
Servicing one’s own loans has never 
been a better idea, given the need to 
stabilize revenues and with loan qual-
ity so high. But it’s not easy without 
the right technology, especially in re-
gard to the reporting, compliance and 
fulfillment requirements.  

KELLI HIMEBAUGH: There are a lot of 
issues that can crop up when mov-
ing loans from the LOS system and 
onto the loan servicing system. When 
they are designed to work together 
and even share platform DNA, a lot 
of intermediary data correction steps 
can be eliminated. Also, from a user 
interface perspective, there is greater 
commonality between origination 
and servicing, enabling easier cross-
functionality. People within organi-
zations can be deployed with greater 
flexibility as needs dictate. The yo-yo 
cycles of hiring and laying off staff as 
the market changes are reduced, train-
ing becomes easier and costs are more 
manageable all around when the tech-
nology allows clients to do more. We 
think of “E2E2E” as offering a suite of 
solutions that represent one-stop shop-
ping, but that also “plays well with 
others.”  

Q: Mortgage Builder has always been 
extremely user-focused and is known 
for customer service. How has the 
company built that reputation?

KEVEN SMITH: It all starts with listen-
ing, of course. And creating circum-
stances where we have the benefit of 
what our users are saying and think-
ing not just about our products, but 
about the things they do every day on 
the job. Our tech support has always 
included great people who know the 
answers and know the mortgage busi-
ness, so they are of maximum value 
to users who call. There frankly aren’t 
a lot of technical problems, so many 
times the calls are about ideas or ques-
tions on using a specific feature. Fre-
quently the person answering the call 
at Mortgage Builder has more years in 
the mortgage business than the user 
who is calling, and that’s experience 
that we leverage to provide answers to 
business questions, not simply techni-
cal ones.

KELLI HIMEBAUGH: Our User Confer-
ences are very interactive, as are our 
regular User Workgroups. Our most 
recent User Conference had record at-

Industry 
Predictions
Kelli Himebaugh thinks:

1. There will be heightened 
interest in retained servicing 

for middle-market lenders.

2. I see increased interest in 
mobile mortgage technology.

3. There will be further 
progress toward 

e-mortgages through 
increased adoption of 
e-signatures and e-delivery.

Industry 
Predictions
Keven Smith thinks:

1. I see additional mortgage 
technology mergers and 

acquisitions as companies 
position themselves to take 
advantage of the changing 
industry landscape.

2. Paperless technologies 
will go from a “like to have” 

option to a “need to have” 
essential due to regulatory 
shifts and market changes.

3. Compliance (CFPB) 
changes will drive 

increased technology 
innovation and adoption.
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tendance here in Detroit as we covered 
system training and industry knowl-
edge over the course of several days. 
We get phenomenal input and feed-
back with these gatherings, whether 
in person or in virtual meetings. As 
an example from the product develop-
ment perspective, we learned that the 
best originators are more interested 
than ever in the sophistication of the 
LOS system’s mobile capabilities. We 
enhanced and improved our Survey-
ance product to bring not only greater 
functionality, but to serve Mortgage 
Builder clients as a recruiting tool to 
help them attract the best talent. We 
see great potential in this area and are 
continuing to develop it. Addition-
ally, we are the approved LOS for the 
Lenders One alliance, and their annual 
meetings are yet another great oppor-
tunity for us to talk directly with the 
lenders of various sizes and get input 
on ways to improve products and the 
user experience.

Q: Can we expect to see more acquisi-
tions in the near future?

KEVEN SMITH: We are not much inter-
ested in getting outside of the mort-
gage technology world that we know 
so well, as there is plenty to do in this 
very competitive field. But we are cer-
tainly open to additional acquisitions 
that would enhance the value of our 
end-to-end-to-end mortgage offerings. 
And we continue to integrate the best 
providers into the platform for the 
convenience of our users.

Q: Mortgage Builder is a privately 
held company. Is this an advantage or 
disadvantage when making decisions 
around capital improvements?

KEVEN SMITH: It is a huge advantage 
in terms of being nimble and able to 
move in directions we think best with-
out having every detail approved by a 
board of directors more interested in 
share price than anything else. That 
being said, there is also more money 
available for capital expenditures 
when you sell stock, but we are very 
prudent with our finances and have 
excellent cash reserves. The benefits 

of being privately held far outweigh 
those of being a public company for 
Mortgage Builder.

KELLI HIMEBAUGH: Our clients and 
users are a direct beneficiary of our 
being the captains of our own fate. 
We don’t have shareholders demand-
ing dividends and siphoning off the 
funds we have available to constantly 
improve our technology. This means 
we can listen to the voices of our us-
ers and empower them to have greater 
impact on our product development 
and delivery process. There aren’t 
layers of bureaucracy imposed by tra-
ditional public company structures, so 
the highest levels of management are 
right down in the trenches getting the 
straight information directly from cli-
ents and those who support them. We 
see this as a significant advantage for 
us over the large firms in our business.

Q: Lastly, how important is it for 
companies like Mortgage Builder to 
stay ahead of the curve for needed 
improvements? Describe how being 
nimble and less bureaucratic than 
larger firms makes this easier or more 
difficult.

KEVEN SMITH: It is incredibly impor-

tant to stay ahead of the curve. That 
doesn’t mean you rush into things and 
make changes impulsively, hanging 
out on the “bleeding edge” of change. 
It means you understand industry de-
velopments and make changes based 
on sound research and trusted cus-
tomer input. We are fortunate to have 
the channels for user input to flow in 
cleanly and rapidly, avoiding the road-
blocks often caused by bureaucracy 
and layers of management that one 
sees in larger firms. We stay nimble 
and are able to react quickly, but we 
are also committed to a thorough pro-
cess to make certain we make mean-
ingful improvements that work to our 
standards.

KELLI HIMEBAUGH: We strive to stay 
ahead of the curve with all of our 
products. Noticing the trend toward 
paperless and mobile solutions and 
the feedback we received from our 
customers is what drove us to develop 
our Blueprint and Surveyance prod-
ucts. Looking at what our customers 
need for both today’s market as well as 
tomorrow’s is what drives much of our 
development. This is true for both the 
development of new products as well 
as the enhancement of our existing 
ones. We’re always looking ahead. 

InsIder ProfIle
Keven Smith is President and CEO at Mortgage Builder. 
He is responsible for setting the strategic direction of the 
company as well as managing the day-to-day operations. 
Under his leadership, the company has been named by 
Mortgage Technology Magazine as one of the industry’s 
Top 50 Service Providers for the sixth consecutive year 
(2012-2007), and was the winner of the magazine’s 
2008/2009 award for outstanding customer service and 
offering the industry’s best technical support
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As Corporate Vice President, Kelli Himebaugh is part of the 
senior management team at Mortgage Builder. She directly 
oversees Sales, Marketing, and the Client Development 
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planning and overseeing many corporate initiatives across 
the company. Kelli has been with Mortgage Builder for four 
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Everyone wants to be risk 

averse and ensure the 

integrity of their data, but  

few know how to actually do it.

In today’s regulatory environment, lenders are asked 
not only to assure the integrity of the data in their 
system, but also to prove it. Everyone is concerned 

with data integrity, but there is little information on how 
to address it. How does the lender manage their systems, 
integrate with a myriad of service providers, layer on their 
own operational idiosyncrasies, and still maintain certainty 
in the information? This article presents four key issues 
that can threaten the overall integrity of the data. For each 
issue, we will offer ideas on how to identify and remedy 
data integrity obstacles. The result is a guide to assist in 
the assessment and management of the data integrity stan-
dards in your organization. The purpose of an assessment 
may differ for each reader; but the concepts and strategies 
are relevant for any business.  

Can You Prove 
Your DaTa 
InTEgrITY?
By Lloyd Booth and Andy Young
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Data integrity must be achieved and 
demonstrated within real production, 
and also proven to be built into the 
systems, processes and organizations. 
Accurate, quality data is a result 
of equal parts technology, service 
provider standards and organizational 
procedures. We are focusing on the 

issues the executive staff needs in order 
to understand and have faith in the 
information produced by their company. 
The issues we’ll discuss include:

• Disparate Expectations– 
(consistent interpretations 
of quality.)

• Data Evolution – (how the 
data is perfected over time.)

• Data Equivalence – (consistent 
data for all participants.)

• Process Influences – 
(workarounds and interactions 
that affect data.)

The perspective of each organization 
will determine the priority of these 
issues. Understanding the details in each 
issue is critical to creating environments 
and processes that can improve data 
integrity.

This article will cover the first two 
issues and next month a follow-up 
article will cover the last two. 
Disparate expectations 

If you were asked to describe a quality 
meal you could quickly describe the 
attributes of what quality means. There 
are differences from one person to the 
next, but everyone still agrees on what 
constitutes a quality meal. Defining data 
integrity is not so straight-forward. Data 
quality, data integrity, data transparency 
and data fidelity have all been used both 
synonymously and distinctly to describe 
our information. These terms are used 

interchangeably but not always with the 
same definitions. Understanding what 
we mean with these terms is crucial.

So, what is the difference between 
data accuracy and data validity? When 
a data element passes all business rules 
that may be applied, it is considered 
valid. Whereas; accuracy is a reference 

to whether the information is correct 
given the current perspective of the data.  

Consider 11/03/02 as the date of a 
loan application. If the field is entered 
erroneously as 03/11/02, the field is 
still valid since it passes any business 
rules, but it is not accurate since it is 
the incorrect date. From a business 
standpoint the data needs to be both 
valid and accurate. Ideally data accuracy 
must warrant the data to reflect “the 
whole truth, and nothing but the truth.” 
However the “truth” depends on many 
factors:

• Loan Stage as available 
information evolves - Mortgage 
lending transaction data is 
meant to evolve over time as 
the information is perfected.  

• Perspective of lending 
participants – Each participant 
can have a different view on 
what the data means and how it 
is represented in their systems.   

• Best faith resolution of data 
discrepancies – The mortgage 
lender must reconcile the 
multiple versions of the data 
from different sources and 
different points in time.      

• Supporting information trail 
that can be audited - In the past, 
organizations were able to rely on 
paper files with handwritten notes 
in the margins.  In the virtual 

data world, these notes must be 
systematized in the technology. 

Historically any “fuzzy truths” in the 
paper loan file might be explained away 
based on undocumented factors and 
intuition. Today, technology systems 
need to provide accessible, high-
quality data. A supporting employment 
document might use “Bill” instead of 
“William” for the borrower’s name and 
be ignored in the paper file. Perhaps an 
irrelevant discrepancy, but technology 
systems must explicitly reconcile the 
variation.  

Data transparency is often used to 
infer data integrity. Transparency refers 
to the ability to access and modify data 
regardless of the system or organization 
that created it. The problem is an 
expectation that the accessible data is 
actually coming from the official source; 
transparency doesn’t necessarily ensure 
data integrity.

Another consideration is data fidelity. 
This refers to a system’s ability to 
faithfully reproduce all information that 
is shared with that system. Data fidelity 
is compromised when a system receives 
a set of data and discards any information 
that is not specifically required by it. A 
lender system provides all of the detailed 
employment information to a vendor, 
and the vendor is only concerned with 
the aggregated totals and so it discards 
the details that made up the total. In a 
one-way interface this “filtering” of 
data may be acceptable. However, if the 
vendor passes aggregate information to 
a separate service, there is a possibility 
of degraded fidelity (and consequently 
integrity).
What can We Do?

We must recognize that lenders are 
responsible for assessing the accuracy 
of all data captured for the loan. Vendors 
should play a role, but the lender needs 
to develop standards that hold the 
vendor accountable for their part in the 
overall data integrity strategy.  

The lender must understand what 
data is the most critical and which 
information provides either the most 
protection or the most risk. This 
understanding is best managed through 
a lender defined data dictionary. This 
data dictionary is focused on creating 
a shared business understanding of the 

Data integrity must be achieved 
and demonstrated within real 
production, and also proven to be 
built into the systems, processes 
and organizations. 
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important fields, the “human” meaning 
of them, their usage, dependencies, and 
what systems or people impact them.

This dictionary should be shared 
with vendors and updated as new 
fields, procedures and requirements 
are discovered. Most vendor interface 
projects start with a set of required 
information that is well described by 
industry standards such as MISMO. 
However, the impact and dependencies 
of fields on each other may be missing. If 
the interface requires a field that only gets 
updated when a certain loan program is 
selected, is the value valid when the loan 
program changes? With a proper data 
dictionary these questions can be sorted 
out during the design and testing of the 
interface. In addition, this dictionary helps 
people within the lender’s organization 
that have various backgrounds and have 
developed different understandings for 
“common” terms.  
Data evolution

Everything that we do in the 
manufacturing of a mortgage loan 
is designed to perfect the data of the 
loan. Income estimates are replaced 
with exact dollar amounts, additional 
information clarifying property values 

is added, and so on. A great example 
of the impact of data evolution is the 
change in procedures brought by the 
Mortgage Disclosure Improvement Act 
(“MDIA”). This act caused LOS vendors 
to provide mechanisms to understand 
and track the difference between the 
loan costs provided to the borrower at 
application, and the loan costs presented 
to the borrower at closing. Business 
rules and workflow can then be applied 
based on any differences. With the 
MDIA requirements, systems now have 
a partial mechanism to accommodate 

data evolution.
What can We Do?

As part of the data integrity 
assessment, we must understand and 
investigate the issues directly resulting 
from data evolution. Data evolution is 
quite normal, but the fact that we can’t 
depend on the values in our system can 
create problems during the production 
of a loan. These problems manifest 
themselves in critical ways:

• Data Ghosting – This occurs 
when the value of a data element 
is modified but the data associated 
(and often automatically entered) 
with that element are not 
updated. An example could be 
a loan at application entered as 
a FHA loan, and later switched 
to a conventional mortgage. 
To accurately reset all of the 
loan parameters, the system of 
record must update all fields that 
describe either the old or the new 
loan program. If the related loan 
data isn’t correctly updated, FHA 
specific dates and amounts could 
be erroneously present. This 
ghosted data could be shared with 
third parties leading to issues with 

their interpretation of that data. 
The data is accurate but not valid.

• Non-reproducible Transaction 
Sets – When multiple fields are 
shared with trading partners or 
third party interfaces (automated 
underwriting engines for 
example), the data shared is often 
referred to as a “Transaction 
Set.” It contains all of the fields 
shared with the third party at 
the time a service is requested. 
Many systems of record can’t 
reproduce the values that were 

shared at the time of ordering. 
• Indirect Data Updates – Most 

LOS databases are designed to 
destroy data. While this statement 
might provoke some debate, in 
fact, these systems only allow a 
single value of any given database 
field. As a database record is 
added or updated, the previous 
value of a field is replaced with 
the new value. Each time the 
borrower FICO score is updated, 
the system loses the prior value 
and only has the most recent.

Many loan origination systems 
provide the ability to track changes 
made to individual fields. These “audit 
systems” or “audit logs” include data 
about who made the change, when, 
the old value and the new value. These 
basic tracking systems are focused on 
isolated field changes after the data 
has been modified and are often blind 
to changes made outside the system. 
Audit logs do not reflect data changes 
as a group within the context of events 
in the lending process. If the current 
architecture doesn’t adequately track 
data evolution, how can these systems 
deal with this complex issue? 

One solution approach to look for 
during the assessment is a database 
architecture design known as Point in 
Time Architecture (PTA). PTA provides 
support for both history and an audit 
trail of relevant data. The basic goal of 
a PTA system is to provide a version of 
the data as it existed at a given point in 
time. Databases designed with PTA have 
been implemented to “roll back” a set of 
data values. Many accounting systems 
need to roll back data changes to a 
specified point in the billing cycle. For 
a mortgage lending system we are not as 
much interested in rolling back the data 
as we are in managing and reconciling 
how the values evolve throughout the 
lending process. For our purposes, two 
key design philosophies are important to 
be looked for in a lending PTA system:

• Recording triggered by 
lending milestones.

• Definition of specific 
data to record.

For the PTA enabled system to 
improve data quality, the versions 
of the data must be understandable 

Accurate, quality data is a 
result of equal parts technology, 
service provider standards and 
organizational procedures.  
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in the context of lending milestones. 
PTA databases provide a mechanism 
to identify key milestones (triggers) 
within the lending process that 
affect data integrity. Examples might 
include delivery of the advanced 
disclosure, submission to an automated 
underwriting engine or a request to 
prepare loan closing documents. 

Not every data field warrants historical 
tracking. Examples might include static 
identifier fields, system assigned dates 
such as the date the loan was entered 
or even a telephone number. In most 

instances it is not important to track that 
the telephone number has changed, only 
that the system reflects the most accurate 
version of the telephone number. 
Obviously some organizations will attach 
a greater level of importance to specific 
fields. A PTA system needs the ability for 
the organization to define which fields 
are important at which events. 

Data “fields” to look for should 
logically include individual internal 
data elements, complete transaction data 
sets and document images received or 
generated. For instance, a trail of AUS 

transactions or TIL images is needed to 
understand the state of a mortgage loan 
at a point in the mortgage process.

In this half of the article, we have 
established the meaning of some key 
data integrity terms for mortgage 
lending and what needs to be included 
in a data integrity assessment within the 
organization. Next month, in the final 
half of the article, we will explore how 
data equivalence is lost between various 
internal and external participants who 
share data and what to look for in 
assessing this aspect of data integrity. 
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