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An Interesting Idea

The Federal Housing Finance Agency (FHFA) can use existing powers to reverse 
the government’s control of Fannie Mae and Freddie Mac – without Congress, says 
Cliff Rossi, professor of the practice in finance at the University of Maryland’s 

Robert H. Smith School of Business and executive-in-residence at the school’s Center 
for Financial Policy.

Rossi has held senior risk management positions at Freddie Mac and Fannie Mae. The 
reform process would involve:

• Developing a recapitalization plan that complies with FHFA capital buffers for 
the agencies

• Developing a set of stringent risk-based capital requirements to be phased in over 
a specified period of time

• Terminating the sweep of Fannie and Freddie profits to the U.S. Treasury
• Establishing strict executive compensation requirements imposed by the FHFA
• Accelerating the wind-down of both government sponsored enterprises’ (GSEs) 

retained portfolios
Rossi says such action is overdue:
“The demise of Fannie and Freddie in 2008 by entering conservatorship represented 

one of the darkest days in the history of the US housing finance system,” he said. “Weak 
regulatory oversight, low capital standards, a poor underwriting environment and large 
retained portfolios ultimately brought these companies to their knees financially. In the 
wake of this crisis it virtually wiped out private capital investment in the mortgage sec-
ondary market.

“Today, U.S. taxpayers remain liable for losses generated by Fannie and Freddie. And, 
each year that goes by is another year of contingent liability for the government.

“A legislative solution is virtually impossible given previous attempts by Congress 
for a balanced proposal, as well as the sheer complexity of redesigning a new secondary 
market,” he says. “The diffusion of interests is so broad and the implications from any 
reform is so little understood, the only pragmatic solution is to devise a GSE exit plan 
from conservatorship.”

Rossi was intimately involved in TARP and stress test activities as Managing Director 
and Chief Risk Officer for Citigroup’s Consumer Lending Group, and he was Chief 
Credit Officer at Washington Mutual and at Countrywide. He started his career during the 
thrift crisis at the U.S. Treasury’s Office of Domestic Finance and later at the Office of 
Thrift Supervision working on key policy issues affecting depositories.

His Capitol Hill appearance was part of a forum organized by Investors Unite, a coali-
tion of private investors calling for an end to government conservatorship of GSEs. 

EDITOR’S NOTES
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Recovery Tips

The offer came in an envelope that looked 
like it was from a government entity, 
perhaps the Department of Treasury.

In bold type, the envelope told me that I 
qualified for a “new government program” that 
would save homeowners like me thousands of 
dollars by allowing me to finance at today’s 
historically low interest rates. It was “urgent” 
that I respond “immediately,” since the program 
would expire soon. All I needed to do was call 
a toll-free number, visit a website or fill out and 
mail back the enclosed form, and I would be on 
my way to financial freedom.

There was only one problem with this sce-
nario: None of it was true.

As most people in the mortgage industry 
know, there are no new government programs 
aimed at saving borrowers thousands of dol-
lars. The program so breathlessly described in 
the promotional mailer was, in fact, the Home 
Affordable Refinance Program (HARP), which 
hardly qualifies as “new,” since it began in 
March of 2009. HARP was created to allow 
underwater borrowers (borrowers who owe 

more money on their homes than their homes 
are worth) to refinance at current market rates, 
often without the added burden of mortgage in-
surance. The program, which has been modified 
to allow more borrowers to qualify, also isn’t 
expiring any time soon; it’s scheduled to end on 
December 31, 2015.

Besides the fact that the program isn’t new, 
or about to expire, the other problem with the 
offer is that I don’t meet either of the major cri-
teria that would allow me to qualify for HARP. 
I have – fortunately – never been underwater 
on my loan, and thanks to explosive home price 
appreciation in California, have seen my equity 
increase dramatically over the past few years. 
My loan is not, nor has it ever been, owned by 
Fannie Mae or Freddie Mac. And besides all of 
this, my interest rate (2.85%) is below anything 
I could hope to get from a HARP refi, so I also 
wouldn’t be able to save thousands of dollars.

Most of this is information that the mortgage 
company could have found out about fairly 
easily, given the wealth of public record data 
available. So I’m left wondering whether they 
had the information and purposely sent me 
a misleading offer, or simply decided not to 
bother screening the borrowers they sent the 
mailing to, knowing full well that a fairly high 
percentage of them wouldn’t be eligible for the 
“new government program” they “qualified” 
for. Neither is a terribly attractive option, nor 
the kind of marketing approach that will rebuild 
the trust and confidence in the industry that has 
been lost during the housing boom and bust, 
and the long, bumpy post-recession recovery.

This particular offer came from a small, rela-
tively new non-bank lender, obviously looking 
to gain market share however it could. But sad-
ly, more established entities aren’t exactly do-
ing the kind of marketing their mothers would 
be proud of either.

Case in point: my mortgage servicer, a long-
established provider, part of a very large, well-
regarded, publicly-traded company, also sent 
me a letter encouraging me to refinance my loan 
shortly after I received the faux HARP offer.

This letter encouraged me to refinance my 
adjustable rate mortgage (ARM) into a new 
20-year fixed rate loan since “interest rates are 
rising.” The letter went on to say that in the case 

Refi Madness
In my opinion, misleading marketing continues to erode 
borrower trust in the mortgage industry.

By Rick Sharga

As most people in the 
mortgage industry 
know, there are no new 
government programs 
aimed at saving borrowers 
thousands of dollars.
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of my particular loan, my rates could go as high as 
11.38% over the life of the loan, and that by refi-
nancing into a loan with a 4.48% APR, I could save 

over $2,000 a month, or almost $25,000 a year. If 
true, that would work out to almost $500,000 in sav-
ings over the life of the loan.

Unfortunately, most of this wasn’t true either.
While it’s true that my interest rates could, even-

tually, go as high as 11.38%, there’s an annual cap 
of two points, and my annual adjustment sets the 
interest rate on my loan at LIBOR plus 2. So my 
interest rate for the past year has been 2.85%. Based 
on today’s LIBOR rate of about 1.10%, my rate 
would go up to about 3.1% at the next reset period 
– a far cry from 11.38%, and still more than a point 
better than the 4.48% APR offered by my servicer. 
In fact, even if interest rates began to go up steadily 
(something virtually no one is predicting), it would 
take five years of consecutive max-level interest 
rate increases to get me to the 11.38% threshold.

But it gets worse.
In order to estimate my “savings,” the servicer 

did the calculations based on the maximum 11.38% 
APR and the amount I owe on the loan today. That, 
frankly, is an impossible combination: There’s no 
way my loan can reset to the highest possible rates 
in less than five years; and there’s no way that I 
won’t have paid down a significant amount of the 
principal balance on my loan over that period of 
time.

Here’s how far off the calculations are: If my APR 
goes up to 3.1% in 2015, my payments will still be 
over $600 per month lower than the refi offer; if the 
APR goes up by the maximum two points in 2016, 
my payments will still be almost $200 per month 
lower than the refi offer. If the rates go up again by 
two points in 2017, the refi offer – finally – would 
be a better deal, saving me about $350 per month 
– but nowhere near the $2,000 a month “savings” 
I was promised. Assuming that the APR continues 
to go up by two points a year, and assuming that I’d 
be paying off exactly the same amount of principal 

balance every year, my loan payments would peak 
in 2019, but still be $800 less per month than in the 
horror story scenario presented to me by my loan 
servicer.

We all understand that this is largely an academic 
exercise – I’ll obviously refinance at some point 
when interest rates start to increase significantly 
enough for it to make economic sense for me to 
do so. But now there’s virtually no chance that I’ll 
refinance with my servicer’s company, because 
I’m left to contemplate these horribly unattractive 
possibilities:
• The servicer was purposely misrepresenting the 

terms of my loan and presenting me with false 
information

• The servicer didn’t understand the terms of 
my loan, or how the reset periods worked, 
and accidentally presented me with inaccurate 
information

• The servicer is just really, really bad at math, and 
was hoping that I wouldn’t notice
 None of these inspires me with great confidence, 

nor do they encourage me to do further business 
with this servicer. So neither of these companies 
will get my refinance business when the time comes.

But more troubling to me is the prospect of what’s 
happening when other borrowers – people who 
haven’t spent years inside the industry, or who don’t 
understand the fine print in their loan documents 
– receive offers like this. And what these types of 
offers do to the reputation of the industry in general.

How many borrowers responded to similarly-
worded “new government program” offers only to 
be disappointed? How many blindly followed the 
advice of their lender or servicer to refinance their 
ARM now, since “interest rates are rising” only 
to pay hundreds or thousands of dollars that they 
didn’t need to – and shouldn’t have been tricked 
into paying? How much damage are rogue players 
causing to the reputation of the majority of lenders 
and servicers who try to – and want to – do what’s 
right for their customers?

Many people in the industry, with some justifica-
tion, would like to be able to turn the page on the 
boom/bust/meltdown saga, and move on to the next 
chapter of the market’s recovery, unencumbered 
by needless legislative restrictions and strangling 
regulatory constraints. But trust, once broken, is dif-
ficult to recover. Especially when the behavior that 
caused the breakdown in trust looks like it might be 
coming back. 

Many people in the industry, 
with some justification, would 
like to be able to turn the 
page on the boom/bust/
meltdown saga, and move on.

Rick Sharga is Executive Vice President at Auction.com. One of the country’s most frequently-quoted 
sources on real estate, mortgage and foreclosure trends, Rick has appeared on the CBS Evening News, NBC 
Nightly News, CNN, ABC World News, CNBC, FOX and NPR. Rick has briefed government organizations 
such as the Federal Reserve and Senate Banking Committee and corporations like JPMorgan Chase, 
Citibank and Deutsche Bank on foreclosure trends, and done foreclosure training for leading real estate 
organizations such as Re/Max, Prudential and Keller Williams.
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Your Voice

A 1975 BusinessWeek article predicted a 
forthcoming paperless office, forecast-
ing that in the year or two following, 

paper would become obsolete in business en-
vironments. It is clear that the thoughts behind 
this article were wise, perhaps a bit ahead of 
their time. But in reality, the amount of paper 
office workers created and utilized actually 
increased significantly after 1975, more than 
doubling year over year until 1999.

Based on the advent of new technology and 
greater environmental awareness, paper usage 
peaked in 1999 at 143 percent per U.S. worker 
and then began declining in 2006 to 127 percent, 
per U.S. worker, which reflects the downward 
trend of a traditional bell curve. The amount of 
paper businesses use continues to trend down-
ward, and it appears we are finally seizing the 
opportunity to create the paperless office once 
described in that original insightful article. 

The technology that was actually needed 
for a paperless office was nowhere in sight 40 
years ago; however, we now have access to the 
technology to support that vision. Although 
many mortgage companies have yet to fully 
embrace paperless operations, most have ad-
opted electronic processes in some capacity. 
Recent advances by the IRS, FHA and other in-
dustry organizations suggest that the reality of 
the eMortgage is right at hand. Therefore, it is 
important for industry leaders to understand the 
primary factors that have come together over 
the past 10 years to create a perfect technology 
storm, allowing the paperless office to finally 
come to fruition:

Hardware – If you follow Moore’s Law, 
which was established in the 1970s, it states 
that processing power for computers will dou-
ble every 18 months. Based upon this hypoth-
esis, we should now have more than 33 million 
times more computing power in 2014 than was 
available in 1975. This dramatic rise, as well 
as huge increases in processing horsepower and 
memory are among other factors which give us 

the computing foundation for the paperless vi-
sion of long ago.

Software – The software of today’s era is 
capable of performing functions that simply 
could not have been imagined a few decades 
ago. Current software capabilities that have 
paved the way for paperless offices include 
the development of a multitude of industry 
standard file formats including PDF, electronic 

business documents, eSignature and workflow 
technology. For mortgage processes that in-
volve countless documents, a number of sign-
ing parties and many operational steps, these 
software technologies have been revolutionary 
in helping to complete previously paper-based 
transactions much faster and with far less per-
sonnel or resource requirements. The evolution 
of software now enables a paperless process 
to remain electronic from onset through final 
transaction completion. 

Additionally, the cloud processing environ-
ment with which we have all become accus-
tomed to, regardless of industry, represents a 
major advancement that could not have even 
been imagined in 1975.

The cloud now provides us with a multi-
tenant processing environment, hosting the 
software applications that can automate trans-
actions and processes in an even more secure 
environment than paper-based transactions. 

Bandwidth & Infrastructure – Internet speeds 
continually improve, as does the way in which 
network infrastructures within business offices 
interconnect. High-speed bandwidth has signif-
icantly impacted consumers’ lives, giving them 

It’s About Time
Here we are almost 40 years later and the paperless office has 
finally arrived.

By John A. Levy

Based on the advent 
of new technology and 
greater environmental 
awareness, paper usage 
peaked in 1999 at 143 
percent per U.S. worker.
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Internet access from their homes (and everywhere 
they go with smartphones and tablets) to read, shop 
and bank. Today, consumers can shop for rates, view 
documents and even initiate the mortgage process 
online, from any location. Increased bandwidth now 
allows financial institutions to securely collaborate, 
share and exchange information instantly and total-
ly electronic. The secure infrastructure that is now 
in place provides audit trails for attribution, secure 
PDFs, encryption methodology for document integ-
rity and is critical for mortgage companies to handle 
consumers’ non-public, personal information using 
paper-free methods.

Regulations & Legislation – The ESIGN Act, 
signed into law in 2000, and the Uniform Electronic 
Transactions Act (UETA), passed one year prior, set 
the stage for the paperless office to become reality 
in the commercial business space. These laws pro-
vided the basis for existing paper-centric processes 
to become electronically accepted. Both acts state 
that if a law requires a record or a signature to be in 
writing, an electronic record and/or signature satis-
fies the law, and a record or signature may not be 
denied legal affect or enforceability solely because 
it is in electronic form.

While ESIGN and UETA are not considered 
new regulations anymore, their impact and effec-
tiveness are still being felt. Varying interpretations 
continue to evolve, especially with the formation of 
the Consumer Financial Protection Bureau (CFPB) 
and its assessment of how electronic records and 
signatures may be utilized to allow consumers sim-
plicity, convenience and ease-of-use while adding 
new levels of compliance requirements. These acts 
have also become critical to driving other industries, 
including government agencies, toward paperless 
practices. For instance, they set the stage for the 
Internal Revenue Service’s (IRS) acceptance of 
electronic signatures on forms 4506-T in 2013, and 
later forms 8878 and 8897. 

Of significance to the mortgage industry this year 
was the Federal Housing Administration’s (FHA) 
policy change allowing e-signatures on the vast ma-
jority of mortgage documents.  Announced January 
2014, this policy change signifies a milestone and 
will likely propel the mortgage industry further 
toward completely paperless processes. In some 
cases, eMortgages – or fully electronic mortgage 
transactions – have even been realized, and will 
likely be much more common after December of 
this year with additional regulatory changes.

Security – Over the years, many have questioned 
whether the paperless office can be a secure one. In 

addition to software becoming more secure in recent 
years, overall, we now have the means to truly pro-
tect the integrity of signed electronic records. There 
are encrypted documents and tamper evident seals 
on electronic records, complete audit trails, in ad-
dition to various levels of authentication safeguards 
on both desktops and mobile devices. Without the 

ability to securely execute documents – regardless 
of the transaction type – they would simply not be 
practical for consumers or the financial institution. 
Who would sign or review an important loan dis-
closure document that could not be protected? What 
lender would collateralize or accept a sale, such as 
a mortgage or even a portfolio of mortgages, which 
could one day be considered invalid?

ESIGN also dictates requirements for using an 
authoritative copy documents, which bring ad-
ditional value to financial institutions that want 
to securitize or collateralize their electronically 
completed loans. eVaulting creates a secure origi-
nal record of the chain of custody for transfer of 
electronic documents to a secondary market buyer 
or investor. This has become crucial requirement in 
the financial industry, enabling institutions to estab-
lish ownership and/or control of these transferable 
e-signed documents.

We have certainly come a long way since 1975. 
The ideas presented in that original BusinessWeek 
article are finally beginning to ring true, and it is 
all benefiting the mortgage industry. It is provid-
ing consumers with ease-of-use and convenience 
throughout a mortgage transaction while allowing 
institutions to deliver mortgage services in a less 
resource-intensive manner. It really doesn’t matter 
what industry you’re in – being fully electronic is 
easier, less expensive, more expedient, and pro-
cesses are more secure when they are paper-free. 
They really had the right vision back in 1975; now 
39 years later we can finally seize the opportunity to 
increase productivity, reduce operating costs, allow 
for consumer channel choice by adopting the paper-
less office. 

John A. Levy is a 2014 board member for the Electronic Signature and Records Association (ESRA), where 
he serves as head of the membership committee and is also active on the organization’s communications 
committee. Levy is executive vice president of IMM, a provider of innovative eSignature, workflow and 
document solutions for financial institutions.
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The technology that 
was actually needed for 
a paperless office was 
nowhere in sight 40 years 
ago; however, we now have 
access to the technology to 
support that vision.
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MARKET PULSE

Get The Most Out Of SEO

With ongoing technology advances and the 
increased impact of the Web on our daily 
lives, we are more and more inclined to 

base our purchase decisions on information we gather 
on the Internet.

Business owners should try to understand that in-
clination and adapt their marketing strategies to stay 
competitive in today’s rapidly changing market.

For example, fighting local competitors can be a 
real challenge. Fortunately, you can use some simple 

tricks to help you improve your website visibility in lo-
cal search results and grab the attention of online users 
searching for a product or service that you offer.

The following detailed infographic can help educate 
you in basic local SEO techniques, and you’ll see that 
your business will become better-recognized online.

Your website will eventually attract new visitors and 
enjoy steadily growing traffic.

Are you ready to rule the local results? Check out the 
following infographic by OptiLocal:

Tomorrow’s Mortgage Executive15



TAKE YOUR BUSINESS
TO THE NEXT LEVEL

NexLevel Advisors is the premier strategic business advisory � rm, assisting companies in 
growing their businesses more quickly and strategically than they could by themselves. 
NexLevel Advisors provides solutions and services in business development, marketing, public 
relations and social media to help take your business to the next level.

734-335-7330  |  NEXLEVELADVISORS.COM

  

Where Businesses Come

TO GROW

Business 
Consulting

Sales &
 Marketing

Public 
Relations

Social 
Media



Process Improvement

The employment picture is improving. CNN 
Money reported that the nation’s unem-
ployment rate fell below 6% in September 

for the first time in six years. The rate came in at 
5.9%, while employers added 248,000 jobs last 
month.

The unemployment rate fell last month be-
cause more people were getting jobs, not because 
they were dropping out of the labor force as they 
have at times during the economic recovery. The 
share of people in the workforce was essentially 
unchanged.

Jobs growth was strong in professional and 
business services, particularly in employment 
services and consulting. The retail and health care 
sectors, which have been a powerhouse through-
out the recovery, also gained. Construction added 
16,000 jobs.

This report is the final one before the mid-term 
elections on Nov. 4. President Obama touted the 
strength of the economy recovery in a speech in 
Chicago Thursday, though he noted that most of 
the gains are going to the wealthy.

The hiring boost came after a surprisingly 
weak August, though the Department of Labor 
Friday revised that month’s figure upward to 
180,000 jobs. Still, August was the first time fig-
ures came in below 200,000 since January. The 
August figures were affected by a strike at a New 
England grocery store chain. Workers there have 
now returned to work, giving a lift to September’s 
report.

The consensus forecast from economists 
surveyed by CNNMoney was for a jobs gain of 
215,000 jobs and an unemployment rate of 6.1%. 
On average, the economy has been adding well 
over 200,000 jobs a month this year, a very posi-
tive sign.

This jobs report is being closely followed 
because economic data in recent days has been 
mixed. Everyone from Wall Street investors to 
Washington powerbrokers is trying to figure out 
if the U.S. is truly on solid footing or likely to 
slide back in its recovery like Europe has.

The strong report shows that that the economy 
has positive momentum going into the final quar-
ter of 2014, said Sam Bullard, senior economist at 
Wells Fargo Securities.

“It’s consistent with an economy that’s broad-
ening and strengthening,” he said.

A key figure to watch is whether American 
wages are growing. Average hourly earnings 
changed little last month. They are up 2% over 
the past 12 months, just slightly ahead of infla-
tion, which means most U.S. workers won’t feel 

any better off.
Federal Reserve Chair Janet Yellen and other 

officials are closely monitoring the monthly jobs 
report. They are waiting for hiring to become 
healthy enough before raising interest rates.

The continuing softness in wage growth 
and inflation allows the Fed to remain patient 
when it comes to raising interest rates, said Jim 
O’Sullivan, chief U.S. economist with High 
Frequency Economics.

Gallup’s U.S. Job Creation Index reached a 
six-year high in September, with 42% of employ-
ees surveyed saying their employer is hiring and 
expanding the size of its workforce. Companies 
are the ones adding to their payrolls, with the 
government sector continuing to shrink.

But others say there aren’t that many job open-
ings out there, especially for positions offering 
decent wages.

“It’s still hard to find a good-paying job,” said 
Jabari Jones, 32, a Forest Park, Ga., resident 
who said he was fortunate to recently land a $20 

How Are We Doing?
Recent economic indicators are improving, but is it enough to 
result in a booming mortgage market?

By Tony Garritano

The U.S. economy will fully 
recover when the amount 
held in bank accounts by 
consumers will go below 50 
percent of GDP.
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hourly job at Coca-Cola.
In a CNN/ORC survey released Thursday, 57% 

of those polled said the nation’s economy was poor, 
compared with 42% who described conditions as 
good.

So, we still have a ways to go according to Dr. 
Dan Geller. He says that the U.S. economy will ful-
ly recover when the amount held in bank accounts 
by consumers will go below 50 percent of GDP. In 
the last 20 years, the amount of money consumers 
held in bank accounts was consistently below 50 
percent of GDP up until the beginning of the Great 
Recession, when it climbed up to 57 percent. Prior 
to the Great Recession, the percentage of consumer 
bank savings to GDP ranged from 39 to 47 percent. 
The increase in the percentage of bank savings to 
GDP represents about $2 trillion in additional sav-
ings since the start of the Great Recession.

When the amount of bank savings, as percent-
age of GDP, is growing, it means that less money is 
available for spending and investment. Since nearly 
80 percent of the economy, or GDP, is made up of 
consumer spending and investments (the remain-
ing 20% is made up of government spending), the 
economy stagnates when consumers divert more 
of their disposable income to bank savings. Had 
consumers kept their bank savings at the same pace 
as they did prior to the Great Recession, the U.S. 
economy, or GDP, should have been nearly $2 tril-
lion bigger today - $19 trillion as oppose to about 
$17 trillion currently.

The reason consumers accelerated the pace of 
their bank savings by $2 trillion since the beginning 
of the Great Recession is because they experienced 
a higher level of money anxiety due to uncertainty 

about employment, housing and investments. Prior 
to the Great Recession, the Money Market Index 
stood at 58.6 compared to 71.6 today; an increase 
of 13 index points. Research in behavioralogy (be-
havioral finance) clearly shows how higher level 
of money anxiety results in greater savings as an 
instinctive reaction to economic uncertainty. 

The Money Anxiety Index measures consumers’ 
level of financial worry and stress. Historically, the 
Money Anxiety Index fluctuated from a high of 
135.3 during the recession of the early 1980s, to a 
low of 38.7 in the mid 1960s. The Money Anxiety 
Index Is highly predictive. It signaled the arrival of 
the Great Recession over a year prior to the official 
declaration of the recession in December of 2007.

Changes in the level of money anxiety impact 
consumer financial behavior. The six types of finan-
cial behaviors, or behavioralogy, are described in 
the Money Market book, which also explains why 
we hate to lose more than we love to win, the dif-
ference between instinctive and analytical financial 
decisions, and what impacts out risk-taking behav-
ior. Money Anxiety is available in paperback and 
eBook formats in all major online booksellers such 
as Amazon, Barnes and Noble, Google Play and 
iTunes store.

The money anxiety concept was developed by 
Dr. Dan Geller, who is an expert in behavioral fi-
nance, and the author of the book Money Anxiety. 
He developed the Money Anxiety index after ob-
serving how a combination of economic indicators 
and factors impacts consumers’ financial behavior. 
Specifically, he observed how financial anxiety im-
pacts consumers’ saving and spending patterns and 
the impact such changes in financial behavior have 
on the economy.

The slowly improving job market has put some 
pressure on the Fed to begin unwinding its stimu-
lus efforts and consider raising rates to keep the 
economy in check. To that end, the Fed released 
details about an exit strategy, a blueprint for how 
to raise rates and reduce the amount of bonds it is 
currently holding in its portfolio. According to new 
interest rate targets from individual Fed members, 
the median forecast for where rates will be at the 
end of 2015 is 1.375%.

Still, there are no significant signs of inflation 
yet. Consumer prices even fell in August. And it ap-
pears that the Fed may be a little less bullish on the 
economy’s prospects for the remainder of this year 
and next year. We’ll just have to wait and see how 
all of this impacts our market. 
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According to new interest 
rate targets from individual 
Fed members, the median 
forecast for where rates 
will be at the end of 2015 is 
1.375%.

Tony Garritano is Chairman and Founder of PROGRESS in Lending. As a speaker Tony has worked hard 
to inform executives about how technology should be a tool used to further business objectives. For over 
10 years he has worked as a journalist, researcher and speaker. He can be reached via e-mail at tony@
progressinlending.com.
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Future Trends

Last month I talked about embracing 
change and why we are so uncomfort-
able with change. We like to stay in our 

comfort zone. We are slow to adapt, but once 
we understand the proposed change and recog-
nize the benefits, we can’t change fast enough. 
Let’s look at an example outside the mortgage 
industry.

Traffic circles have been part of the trans-

portation system in the United States since 
1905, when the Columbus Circle designed by 
William Phelps Eno opened in New York City. 
Subsequently, many large circles or rotaries 
were built in the United States. The prevailing 
designs enabled high-speed merging and weav-
ing of vehicles. Priority was given to entering 
vehicles, facilitating high-speed entries. High 
crash experiences and congestion in the circles 
led to rotaries falling out of favor in America 
after the mid-1950’s. 

The modern roundabout was developed in the 
United Kingdom to rectify problems associated 
with these traffic circles. In 1966, the United 
Kingdom adopted a mandatory “give-way” rule 
at all circular intersection, which required enter-
ing traffic to give way, or yield, to circulating 
traffic. This rule prevented circular intersections 
from locking up, by not allowing vehicles to 
enter the intersection until there were sufficient 
gaps in circulating traffic. In addition, smaller 
circular intersections were proposed that re-
quired adequate horizontal curvature of vehicle 
paths to achieve slower entry and circulating 
speeds. These changes improved the safety 

characteristics of the circular intersections by 
reducing the number and severity of collisions. 
Thus, the resultant modern roundabout is sig-
nificantly different from the older style traffic 
circle both in how it operates and in how it is 
designed. 

In the United States modern roundabouts 
emerged in the 1990s. They faced some opposi-
tion from a population mostly unaccustomed to 
them. Americans were confused about how to 
enter and especially how to exit a roundabout. 
By 2011, however, some 3,000 roundabouts 
had been established, with that number grow-
ing steadily. Surveys show that negative public 
opinion reverses as drivers gain experience with 
them. A 1998 survey of municipalities found 
public opinion to be 68% opposed prior to con-
struction; changing thereafter to 73% in favor.

The fundamental principle of modern round-
abouts is that entering drivers give way to traf-
fic within the roundabout without the use of 
traffic signals. Traffic circles typically require 
circling drivers to give way to entering traffic. 
Generally, exiting directly from the inner lane 
of a multi-lane roundabout is permitted, given 
that the intersecting road has as many lanes 
as the roundabout. By contrast, exiting from 
the inner lane of a traffic circle is usually not 
permitted without first merging to the circles 
outside lane. Roundabouts have been proven to 
safely decrease traffic delays and congestion. 
When selected and designed correctly, round-
abouts can handle a high volume of traffic, in-
cluding commercial trucks and large emergency 
vehicles. The single greatest benefit of round-
abouts is that they eliminate perpendicular/T-
bone crashes. Roundabouts can cost less than 
traditional signalized intersections.

So, how does this relate to the mortgage 
industry? Let’s start by looking at a condensed 
view of the current loan process. It typically 
has been a sequential process with the next step 
not started until the previous step is completed. 

The Roundabout Mortgage 
Process 
Let’s think of the electronic mortgage loan process from a new 
perspective by looking at the traffic roundabout.

By Roger Gudobba

The main objective of 
this article is for everyone 
to think differently and 
look at the process from a 
different perspective.
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Look at it this way:
1. Origination: After the loan application, we start 

the process of validating the information, ordering 
the services, such as appraisal, flood, credit report, 
and underwriting. We produce the appropriate 
disclosures and the new loan estimate. Assuming 
the loan is valid and approved, we move to the 
next step.

2. Closing: We produce the appropriate legal docu-
ments, such as the note, security instrument and 
the new closing disclosure in collaboration with 
the settlement agent. We schedule the signing cer-
emony with the consumer(s). 

3. Post-closing: We record the security instrument at 
the county, register the note at MERS (assuming 
it’s an e-mortgage). Lastly, we sell the loan on the 
secondary market, if it is not retained in-house.

4. Servicing: Set up the loan for servicing, either in-
house or to an outside servicer.

I realize this is a very simplified rendition, but what 
stands out is the interactions between the consumer, 
lender, loan officer, numerous service providers, clos-
ing agents, investors, county recorders, servicing, etc. 
and the documents and/or data that is exchanged.

So let’s use our creativity. Imagine the loan 
process as a roundabout. The center could be the 
repository and system of record. The parties in the 
process would be represented as lanes connecting to 
the center. The road in would be the request and the 
road back would be the response. The lanes around 
the center would serve as the link between the parties. 

This is very IMPORTANT. This architecture is 
predicated on the full use and compliance with the 

MISMO V3.x standards for data and documents. The 
data is essential for the receiving party to electroni-
cally analyze, validate and make decisions based on 
the result. Documents by themselves may require 
some manual intervention. The ultimate goal is when 
the data and documents are combined (SMART docu-
ments). Let’s look at the contributing parties and what 
might be different with this architecture.
1. Consumer: Today’s consumer wants to do busi-

ness online. They want the capability to research 
and understand the mortgage process. They want 
to analyze and compare the metrics of different 
loan options. The robustness of the lender’s offer-
ing will either ensure a loyal customer or lose him 
to a competitor. 

2. Lender: As more of the processing functions 
(appraisals, verifications, etc.) are automated, the 
lender should see a significant reduction in the 
time and effort to approve a loan application.

3. Service Provider: The advantage of the request/
response model based on the MISMO standard 
is that you can access multiple vendors with the 
same integration. 

4. Settlement Agent: This will be one of the most 
challenging areas for collaboration between the 
lender and settlement agent. It is imperative that 
they get it right.

5. County Recorder: The volume of eRecordings 
and eNotarizations will continue to grow. 20% of 
the counties account for 80% of the transactions. 
The challenge is with the other 80% of counties. A 
paper process will probably be in effect for some 
time. 

6. MERS: The adoption of the earlier MISMO V1 
Smart Doc has been slow due to the unique char-
acteristics of the document compared to the other 
documents in the loan package. Hopefully, MERS 
and the GSE’s acceptance of MISMO V3 docu-
ments will improve adoption considerably.

7. Servicer: They have struggled in the past with 
re-finances. Having a complete loan package 
available and a connection back to the origination 
process will improve that process.

8. Secondary Market: The investors are anxiously 
awaiting the ability to get a data-laden loan pack-
age so they can independently analyze the loan 
before making a purchase commitment.

I did not address the LOS vendors in this scenario, 
but it’s conceivable the same process could be ac-
complished in their solutions. See what I mean? I bet 
you never thought to compare our business to traffic. 
My point in writing this is that we have to all think 
differently about this process if we are ever going to 
improve it. 

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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This month I want to challenge you to think 
differently about customer service. In an 
article that I read recently called “A Guide 

To Mastering The Customer Brand Experience” 
by Mark Di Somma, the author advises that we 
shouldn’t even think of the term “customer ser-
vice” as being about something that is valuable to 
customers. In fact, customer service is worth next 
to nothing, according to the article. The reasons 
are simple. We live in a service-focused age, and 
the people who buy from you know they’re cus-
tomers. So the term “customer service” does not 
describe anything customers don’t expect and it 
certainly doesn’t envelope anything of particular 
value to them.

Secondly, and more importantly, customer 
service is actually the means to the real goal: 

sustained and profitable customer relationships. 
Please note that distinction. Customer service is 
how brands deliver customer experiences. It is 
the process and the framework whereby a brand 
looks to engage with prospects and buyers. It’s 
how a proudly distinctive and likeable brand 
forges relationships with customers through ac-
tions that mirror its core values and set it apart 
from its competitors. And it’s those experiences 
that count. Not the process itself.

You’d think we’d all agree on that. You’d 
think everyone could see that experiences are 

everything these days given how similar products 
are, and that developing and delivering unique 
experiences is the logical basis for preference. 
Yet so often, too often, distinctiveness and expe-
riences are the last things that customers get.  And 
I suspect that’s because, for many brands, what 
customers do get continues to be organized as a 
numbers game internally, oriented around techni-
cal and operational capability.

There’s nothing wrong with numbers of 
course. They make the process efficient. They al-
low things to be measured. But while customer 
relationships based on best practice metrics might 
be technically correct, they’re often devoid of 
personality. And because everybody’s serving by 
the book rather than from the heart, what custom-
ers are really getting is efficient variations on the 
same tedium. That doesn’t make for a likeable or 
memorable brand. In fact, cut out the brand name, 
and they could be dealing with anybody. Sound 
familiar? Too often technology vendors tout fea-
tures or functions instead of their brand.

This is why that matters. Products for the most 
part come with a money-back guarantee. People 
don’t. If a product is wrong, it can usually go 
back. But if you get it wrong with customers, 
or not even very right, chances are they won’t. 
That doesn’t necessarily mean that customers 
have received bad service. It simply means that 
the encounter was not enough to distinguish the 
experience from others, to excite them and there-
fore to secure their continued loyalty. The process 
can be right technically. It can tick all the boxes 
in terms of what had to happen. It can achieve all 
the digits. And yet it won’t necessarily lead to the 
vital and elusive outcome.

Enduring relationships with a brand pivot 
these days on customer encounters that really 
do need to be experienced to be believed. They 
are astonishing – at a human level, not a met-
rics level. Forming and sustaining relationships 
with people is not about world-class customer 
service or carrier-level or benchmarks or any of 

Business Strategies
Think About It This Way
Customer service is actually the means to the real goal: sustained 
and profitable customer relationships.

By Michael Hammond

Customer relationships 
based on best practice 
metrics might be technically 
correct; they’re often devoid 
of personality.
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the other abstract qualities that are freely bandied 
about. Because, when you think about it, custom-
ers do not go around congratulating themselves on 
having received a best-practice anything. That’s an 
internal measure. And it’s not about percentages of 
good either for the same reason. Again, people don’t 
make buying decisions based on 85% satisfaction, 
or any other number, which is another internal met-
ric. They are loyal to a brand because they really 
liked what happened. Loyalty is not a percentage 
decision, it’s a personal decision made by each cus-
tomer one action at a time.

When their expectations are exceeded, they re-
spond enthusiastically and in marked contrast to 
how they greet generic customer service: the preva-
lent, boring and forgettable catch-all that too many 
brands expect their customers to settle for.

If any of this sounds like a beat-up on process 
and the operations teams, it’s not. Processes and 
systems provide order and structure – and both 
consistency and the ability to deliver what you un-
dertook to deliver are mandatory for brands in every 
sector today. Without the right customer processes, 
there would be chaos. Without the left-brained at-
tention to detail that logistics, supply chain, ops and 
frontline people deliver, there would be no brand 
because there would be nothing for customers to de-
pend on. Without someone paying attention to legal 
obligations, the court system would be clogged with 
commercial litigation.

But, at the same time, you can’t allow the tail to 
wag the dog. In the traditional marketing environ-
ment, brands allowed process and promise to devel-
op separately. Today your marketing plan and your 
operational plan must be much more closely aligned 
because your target audience see themselves as hav-
ing relationships with who they think you are, not 
how you choose to see and organize yourselves.

Here’s what I mean: If customers are going to 
form strong, habit-forming relationships with you, 
what you say, what you offer and what you do needs 
to align. If your brand and your processes are not 
on the same page, chances are you are foreshorten-
ing your customer experience. And ironically, that 
will probably kill the very relationship operational 

people are tasked with servicing. That may make 
you more efficient – but there’s a good chance it will 
in time shutter your brand. Your customers should 
not report to your processes, because your processes 
are not their business. They’re part of your business. 
Here are 7 ways I suggest to look to fix that.

Ask:
1. What did you say as a brand that you would 

do? Are you as good as your word?
2. What can you afford to deliver and what can 

you afford not to deliver? In other words, are 
you cultivating relationships with your custom-
ers that are financially viable? If you can’t afford 
your cost per serve, change your model and re-
shape the promise. There’s no point in efficiently 
losing money or inefficiently losing customers!

3. Does everyone in your organization know who 
your most valuable customers are, and what 
they expect to receive? How loyal are your 
people to the people who are loyal to you? Are 
customer’s people or a funding source?

4. Does the service you offer your customers 
make sense emotionally to them as well as lo-
gistically? Is it in keeping with their understand-
ing of your core values?

5. How do you know you’re doing right by your 
customers – what have you been asking them? 
Not about whether they’re “satisfied” but whether 
they actually “like” what they receive.

6. Who manages the overall development of rela-
tionships (in other words how you expect your 
brand to interact and engage with customers 
into the future) on an ongoing basis? Anyone?

7. When was the last time you updated your in-
frastructure to make the relationship better 
for your customers as opposed to just making 
it more efficient for you? Did your update result 
in a tangible experience upgrade as well as cost 
savings? – Because that’s the Holy Grail.

We can all learn a thing or two by asking these 
questions and applying the answers to our business. 
A business is actually a living thing that needs to be 
nurtured to grow. While things in the mortgage in-
dustry may be challenging, a good brand can equal 
a growing, profitable company.  

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.

Bu
sin

es
s S

tr
at

eg
ie

s
Are you cultivating relationships with your customers that 

are financially viable?
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Servicers must act with speed and 
efficiency to deploy solutions that 
can quickly scale up or down with 
respect to variations in user demand.

By Joseph Badalamenti

In 2013, the Consumer Financial Protection Bureau (CFPB) is-
sued final rules for implementation of Title XIV consumer 

protection laws for residential mortgage loans. As predicted, 
these rules, plus a veritable flood of municipal and state level 
compliance regulations, are testing default servicers as never 
before. There can be little doubt that default servicing will soon 
be as highly regulated and monitored as origination. Servicers 
are scrambling to analyze compliance announcements, integrate 
required changes, and beef up systems to keep pace with a fast- 
evolving, multi-layered regulatory environment. 

Time is the enemy: Servicers must act with speed and efficiency 
to deploy solutions that can quickly scale up or down with respect 
to variations in user demand, database capacity, performance 
metrics, business goals and the like. Solutions must be strategi-
cally focused-- task-specific point solutions that address specific 
new or emerging compliance requirements. Finally, New tech-
nology tools must integrate smoothly with legacy platforms and 
existing technology ecosystems and be operationally integrated 
to provide seamless support for existing processes and functional 
responsibilities shared across internal and external user groups.

The 
Compliance 
Challenge 
for Default 
Servicers

Tomorrow’s Mortgage Executive Tomorrow’s Mortgage Executive29 30



SHARING THE LOAD
Servicers must look beyond their in-

ternal processes and systems: the field 
service provider is now a pivotal and 
legally-bound link in the compliance 
chain. This is why, in the new regula-
tory era, working with the right partner 
has become critically important. 

The all-important first step is to 
critically assess your provider’s own 

compliance readiness. Does your field 
services provider have the specialized 
knowledge, competencies and re-
sources needed to help you effectively 
mitigate compliance risk? Specifically, 
does your provider command the ap-
propriate technology to effectively 
address emerging default servicing 
compliance requirements? 

Servicers need to ensure that actions 
undertaken by their service provid-
ers do not violate compliance rules. 
Necessary initial steps include formal 
verification that the service provider 
understands and is capable of comply-
ing with applicable laws; review of the 
provider’s policies, procedures, con-
trols and training programs for repre-
sentatives in mortgagee contact roles; 
and establishment of standards, con-
trols and monitoring for compliance-
related provider activities.
CONSIDER THE SOURCE

Many users find it difficult or im-
possible to upgrade their software fast 
enough to keep pace with changing risk 
environments and regulatory require-
ments. Applications from third party 
service providers—whether utilizing 
cloud–based or traditional delivery 
models--can help fill the gap.  This is 
especially true where the application is 
one aspect of a wider service offering, 
such as those of field service compa-
nies and other providers of outsourced 
business functions. Because these 
providers depend on ongoing business 
relationships rather than one-time pur-

chase or license fees, they have greater 
opportunity and incentive to maintain 
value and provide frequent upgrades to 
their applications. 

Of course, many third-party service 
providers are neither interested in, 
nor capable of, developing the highly 
specialized software solutions needed 
to meet the test of accelerated change. 
They simply do not have the requisite 

resources or internal technical exper-
tise. However, those who do have these 
capabilities present servicers with a 
powerful resource and potentially valu-
able technology partner. 

Third-party business partners enjoy 
another advantage: they are on the 
front lines of industry change. They 
gain understanding of new business re-
alities, not just through organized and 
insightful intelligence gathering, but 
by experiencing them in the course of 
daily interactions with change agents. 
They are first-responders, if you will, 
providing the raw input needed to cre-
ate and maintain responsive technol-
ogy solutions for their clients.
READY OR NOT…

The qualified field service provider 
must be able to demonstrate compli-
ance preparedness on several fronts, 
especially technology, which plays the 
key role in navigating the increasingly 
complex web of federal, state and local 
default property regulations. 

In a time of rapid-fire regulatory 
change, successful adaptation involves a 
range of complementary technology so-
lutions, each compliance-optimized for 
a specific default servicing requirement 
or task. One example—property con-
veyance software that helps servicers 
eliminate potentially costly compliance 
problems while preventing process 
bottlenecks and increasing the value of 
their FHA/HUD mortgage assets. 

Another targeted solution-- special 
loss mitigation software that enables 

mortgage servicers to quickly and ac-
curately modify loans in full compli-
ance with HAMP and FDIC guidelines. 
This time-saving technology can help 
reduce foreclosure losses by rapidly 
scanning databases to identify curable 
and non-curable loans, while automati-
cally meeting strict compliance stan-
dards.

Without doubt, the property con-

veyance process presents some of the 
industry’s thorniest compliance issues. 
Bid procedures, covered work, dollar 
thresholds, submittal protocols… any 
and all of these can threaten the ser-
vicer’s ability to satisfy strict convey-
ance rules. Interest penalties and de-
nied claims stemming from unresolved 
compliance failures can quickly go 
from minor irritant to major financial 
pain.

One answer: Compliance-optimized 
bid validation software that automati-
cally resolves non-conforming repair/
maintenance bids to meet investor/
insurer specifications. The result is a 
fully compliant bid process delivering 
faster work completion/reimbursement 
cycles, drastically reduce bid rejec-
tions, and reduced administrative costs. 

Compliance automation is also the 
goal of recently developed software that 
provides efficient entry of data and im-
ages into the HUD P260 Portal, Fannie 
Mae HomeTracker, VA Loan Electronic 
Reporting Interface, and Freddie Mac 
reimbursement system. Mortgage ser-
vicers simply access the appropriate re-
imbursement portals and electronically 
accept and submit the pre-entered bid, 
saving time, preserving resources and 
eliminating workflow backups, all while 
ensuring investor/insurer compliance. 

As important as technology is, three 
additional factors must be factored into 
the field service provider’s compliance-
readiness equation:

Knowledge:  Today’s compliance 

Many users find it difficult or impossible to upgrade 
their software fast enough to keep pace with changing 
risk environments and regulatory requirements.
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challenges are complex: To meet them, 
field service providers must be able to 
demonstrate complete understanding 
of compliance issues at every level. 

Formal systems must support continu-
ous monitoring of investor and insurer 
information sources, as well as those 
of state and municipal regulatory au-
thorities. Smart intelligence gathering 
isn’t enough-- rule changes must be 
integrated into the provider’s operating 
system and communications network, 
with appropriate event tracking and 
reporting to provide an ongoing record 
of compliance.

Meeting the compliance challenge 
means communicating rule changes to 
the servicer and members of the field 
service team, as they happen, through 
online news updates, blanket emails, 
and postings to the workflow manage-
ment system – all reinforced through a 
rigorous quality control process. 

Locally-based compliance issues 
are an increasingly important. One 
example: Municipalities nationwide 
are enacting new vacant-property reg-
istration rules.  A compliance-ready 
field services partner must be able to 
manage the registration process from 
start to finish, establishing rapport 
with municipal authorities, notifying 
mortgagees, filling out and submitting 
registration forms and coordinating ac-
tions needed to assure compliance.

Code compliance is also demand-
ing increased attention. It’s critical for 
the field services provider to maintain 
strong lines of communication with 
enforcement officials, continually up-
dating field service personnel on current 
code compliance issues and potential vi-
olations so they can be addressed early 
in the default property disposition cycle. 

Process:  Compliance is an extension 

of the quality control process. As with 
all QC measures, assured compliance 
starts with clear, unequivocal standards 
directly linked to required actions and 

performance metrics. Your field services 
partner should be able to demonstrate 
formal compliance processes and pro-
cedures covering every service category 
as well as each service event.

To effectively support integrated 
compliance solutions, servicers should 
expect their field services partners to 
deliver 24/7, single-screen access to all 
functionality and reporting. Systems 
should typically support a full menu 
of workflow management activities, 
as well as processes such as vacant 

property registration, HUD claims 
processing, investor/insurer data entry 
and submittal, updated compliance no-
tifications and more. 

Expanded Field Services:  As ser-
vicers move to protect the value of their 
mortgage portfolios, they are increas-
ingly relying on their field services pro-
viders for a range of borrower contact 
activities, including door knocks, occu-
pancy verification, document delivery 
and others. By using their service part-
ner to better leverage face-to-face bor-
rower contact, servicers can experience 
significant improvements in servicing 
outcomes. 

At the same time, they’re taking on 
new compliance risks. The reality is, 
members of your partner’s field service 
team are becoming front-line warriors 
on the compliance battlefield. They 
can be a worry or a comfort; a strong 
asset or unwanted liability.  Getting 
the right answers starts with asking 
the right questions:  How are team 
members vetted? Trained? What tools 
are they provided? What standards are 
they required to meet? Do they provide 
the geographic coverage you need? Are 
they an ongoing part of the communi-
ties and neighborhoods where your 
properties are located? 
CONCLUSION

Because default servicers of all 
stripes and sizes are on regulators’ 
radar, compliance readiness is a must, 
not an option. It’s an uphill battle: 
Servicers face the most complex regu-
latory environment in history, making 
compliance a multi-level risk whose 
implications are yet to be fully under-
stood and measured. 

In these conditions, technology 
strategy will play an especially impor-
tant role. Capable, technology-driven 

third party service providers—who 
are stationed on front lines of industry 
change—are in an especially strong 
position to help servicers unlock the 
potential of quick-response technology 
solutions.

An essential first step is to critically 
assess your field service provider’s 
own compliance readiness. Does this 
key third-party provider have the com-
mitment, specialized insight, robust 
systems and advanced capabilities 
needed to effectively mitigate your 
compliance risk? The answers will help 
determine if you’ll be ready when the 
regulators knock. 

About the Author
Joseph Badalamenti (Joe Bada) got his start in the default 
management industry in 1967 as a HUD contractor. Now, 
43 years and over 5 million inspections later, Joe has 
built Five Brothers into a highly successful and respected 
industry leader offering a full range of default management 
services and technology solutions. Advanced technology 
solutions created under his leadership the industry’s first 
web-based workflow management system.

Meeting the compliance challenge 
means communicating rule changes 
to the servicer and members of the 
field service team, as they happen.
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Moving Up 
and Out 
With 
Millennials
The bottom line is that our culture is fascinated 
with Millennials. Before you roll your eyes, know 
that this preoccupation isn’t without good reason.

By Brian KossIf  you watch the news, you’ve probably noticed 
something: Americans are obsessed with Mil-
lennials. These Americans, the ones born after 

1981, are dominating the media these days. Every 
time I turn around I’m learning a new factoid about 
this inimitable group. 

Over the past month, for example, I discovered that, 
contrary to popular belief, Millennials do not actu-
ally hate cars. I also know, according to one study, 
that the average Millennial checks his or her phone 
43 times a day. I’m also now aware of the reasons Mil-
lennials get bored at their jobs, what cities they like 
to live in, what they like to wear, how they shop and 
what they like to eat. I don’t remember asking these 
questions, but I have gotten the answers, and more.

3
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 The bottom line is that our culture is 
fascinated with Millennials. Before you 
roll your eyes, know that this preoc-
cupation isn’t without good reason. As 
a group, these 20- and 30-somethings 
have already made a huge impact on 
innumerable aspects of our society, 
simply with the way they use technol-
ogy. They were the first generation to 
grow up with both the Internet and 
cell phones, and thanks in large part 
to their influence, millions of people 
who grew up without television are 
now on Facebook. Yet it often feels as 
though we have an unhealthy fixation 
on Millennials, as if they are a complex 
enigma that needs to be dissected and 
understood. If you ask me, I’d guess 
that, at their core, they are no different 
than anyone else. 

The thing that does make Millenni-
als unique, however, is that they hold 
the fate of the housing market in their 
hands. They currently make up 27 per-
cent of the entire U.S. population, and 
at some point, a huge chunk of them 
are going to buy homes. Of course, I’m 
sure you’ve heard that most Millennials 
have no interest in buying real estate. 
It’s true that their life outlook seems to 
be centered around the theme of “you 
only live once,” or “YOLO.” And if it 
is, therein lies the key to converting the 
Millennial homebuyer. 
THE MILLENNIAL 
BORROWER—A FRESH LOOK

The average mortgage professional 
today is 20 years older than the average 
Millennial, and these two groups are 
worlds apart in terms how of they grew 
up. Technology has had a fundamental 
impact on the Millennial’s upbringing. 
They are “hard wired” into using tools 
such as smart phones, websites, camera 
phones and mobile apps. They were 
raised with access to hundreds of TV 
stations, the Internet and download-
able entertainment. They don’t merely 
love instant gratification. They almost 
expect it. Don’t expect them to toler-
ate long wait times. Millennials tend 
to avoid choices that take time and 
involve a lot of steps. You think you’re 
tapping your feet during a long escrow? 
Imagine how you’d feel about the 
mortgage timeline if you’ve never had 
to await a page load on a dial-up Inter-

net connection. If the tediousness and 
lag times involved in the process itself 
wasn’t enough to dissuade Millennials 
from being homeowners, many of them 
also saw their parents slave for years in 
the same job, to sink their earnings into 
a home that fell 30% or more in value 
during the crisis—or was lost through 
short sale or foreclosure. These factors 
have a huge impact on the way Millen-
nials view buying a home. 

There’s another big difference be-
tween my generation and the Millenni-

als, which is that many Millennials still 
live at home with their parents. Some 
have even returned to live with mom 
and dad after graduating from college. 
That’s tough for many people my age 
to accept without judgment. When we 
were young, we couldn’t wait to move 
out on our own. But before your criti-
cal comparisons take over, think about 
the reality. Millennials do in fact face 
a more challenging economic envi-
ronment than previous generations. 
In many parts of the country, salaries 
have not kept pace with home prices. 
And because of rising college tuition 
costs, many Millennials are saddled 
with large student loan debts which, 
when combined with today’s tighter 
credit policies, make qualifying for a 
mortgage an uphill battle. 

There’s nothing wrong with wanting 
to live in the town where you grew up. 
But for many Millennials, those areas 
are simple out of their price range. 
Meanwhile, living in a more affordable 
area outside of town would intrude on 
their quality of life with longer com-
mute times and greater distances to 

their workplaces, as well as the other 
aspects of their lives that bring them 
satisfaction, like their favorite coffee 
shops and night spots. So moving back 
home with mom and dad becomes the 
most attractive option.

The only way to get Millennials out 
of the nest and into their own homes 
is for them to believe that homeown-
ership is not merely good for them, 
but an exciting adventure with huge 
emotional benefits. But to do this, they 
need to start thinking long term—and 

we in the mortgage industry need 
to help them. The only way is to sell 
homeownership. That’s the sizzle—but 
of course, the actual home is the steak.
YOLO-SO BUY A HOME!

I poked a little fun at all the trivia we 
hear about Millennials. But recently, 
AdWeek compiled some useful stats. 
For example, more than half, or 55 per-
cent of Millennials believe their per-
sonal financial situation will improve 
within one year. More than 90 percent 
purchased something after hearing 
about it from a family member or 
friend. Herein lies the first key for the 
mortgage industry to reach this group. 

Mortgage professionals who care 
about their futures need to be hitting 
their databases of past clients fast and 
hard, with specific attention on their 
Baby Boomer and Generation X clients 
that have adult children. Our message 
should be about the importance of fi-
nancial planning—not for them, but 
for their kids. If parents are stuck in a 
“free landlord” situation, they should 
be coached into the role of “investor,” 
and compel their kids to save money 

The average mortgage professional 
today is 20 years older than the 
average Millennial, and these 
two groups are worlds apart in 
terms how of they grew up.
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every month in lieu of paying rent. The 
idea is for this money to be used later 
as a down payment on a house, perhaps 
with matching funds from mom and 
dad. 

We should also be coaching our past 
clients to set up appointments for their 
children with trusted financial advisors, 

mortgage planners and Realtors, who 
can inspire this group to get in on the 
ground floor of a recovering market. 
The side benefit to parents planting the 
seeds of homeownership in their chil-
dren is that they will eventually be free 
to sell the family home if they want to, 
instead of holding onto it because the 
kids moved back home. 

At the same time, we need to be 
careful and not be too forceful with our 
message. We’ve all heard by now that 
social media and texting is the way to 
reach Millennials. These media may be 
great conduits, but it’s not really about 
the channel. It’s the message itself that 
is important. We need to be talking 
about the adventure of homeowner-
ship, and how it can be just as exciting 
as bungee jumping or a trip to Europe 
or anything else young adults dream of 
doing—only longer lasting and much 
more satisfying. 

For example, some of the most pop-
ular shows on cable TV these days are 
those involving buying and repairing 
homes. These shows are particularly 
popular with young adults, whether or 
not they own a home or not. Using so-
cial media to share success stories like 
the ones seen on HGTV is a great way 

to get Millennials thinking about their 
own possibilities. In an era of increas-
ingly younger and more successful en-
trepreneurs, we should be encouraging 
Millennials to think like entrepreneurs 
themselves, and the potential rewards 
of intelligent risk-taking on their long-
term future.  And, more importantly, 

every time we help a young first time 
home buyer, we should be sharing their 
story online, making it exciting and in-
spiring others to explore the possibili-
ties for themselves. 
THE BIGGER PICTURE

We can’t pin the entire responsibil-
ity for courting Millennials and entic-
ing them into homeownership on our 
front-line mortgage professionals. The 
entire industry needs to get involved. 
Lenders, local Realtor groups, state 
housing agencies—everybody. We 
should also be looking to recruit more 
young, tech savvy loan officers, real es-
tate professionals and title agents, and 
even consider bringing in marketing 
experts from outside the industry who 
are steeped in the new media channels 

used to communicate with younger 
consumers. 

While it’s true that, in terms of pric-
ing and factors like student loan debt, 
it is tough for Millennials to afford 
a home, to be honest, as far as credit 
requirements are concerned, circum-
stances are not much different for them 
than when their parents first entered the 
market. It’s true that lenders have real-
ly clamped down on criteria. However, 
between 5% down Fannie Mae loans, 
3.5% down FHA loans and 0% down 
VA and Rural loans, and mortgage rates 
around 4.25%, the door to homeowner-
ship is actually much more open than it 
was 40 years ago.  

There is no quick fix. I’m well aware 
that no amount of coaching, savvy 
marketing or Facebook posts will be 
powerful enough to move all 80 mil-
lion Millennials to buy homes and 
transform the housing market, let alone 
overnight. The fact remains, how-
ever, that most Americans want to buy 
homes, Millennials included. People 
will only buy homes when it makes 
sense for them to do so. We just need 
to figure out what makes sense to the 
Millennial generation. 

Whatever that motivation is, mort-
gage professionals who want to be in 
this business 10 or even five years from 
now need to act quickly. They need 
to get a handle on serving Millennial 
borrowers now. Millennials may seem 
mysterious to those of us from a differ-
ent generation. It’s easy to get stalled 
in the perplexity of reconciling typical 
Millennial behaviors with our own. 
But those of us who can put aside what 
we read in the headlines and find ways 
to connect with Millennials will take 
a larger slice of the pie. I don’t think 
there’s any big mystery about that. 

About the Author
In September 2006, Brian Koss joined Mortgage Network, 
Inc. of Danvers, MA as an Executive Vice President of 
National Production. Mortgage Network, a lender founded 
in 1988, currently runs a $2.5B annual retail business with 
a 98.7% customer satisfaction rating. Brian brings with 
him 25 years in the business and has personally lent as a 
Loan Officer over $1Billion in home loans. From 2002 to 
2006 Brian was the SVP of New England for Countrywide 
Home Loans.

The only way to get Millennials 
out of the nest and into their 
own homes is for them to 
believe that homeownership is 
not merely good for them, but an 
exciting adventure.
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In the 1990s technology and credit risk came together to develop the first of its kind automated 
underwriting system. Driven by the need to make faster decisions in light of a large refinance 
boom, these systems were designed to evaluate the “vanilla” loans and thus relieve underwriters 

of the responsibility of looking at every loan, when only the most complex loans actually needed their 
expert evaluation.  

Based on the concern that underwriting jobs would disappear due to this technology, the acceptance 
of these programs was slow. However, once Fannie Mae and Freddie Mac released their versions and 
both underwriters and management became more aware of the benefits and underlying reliability of 
these engines, they became embedded in the overall underwriting process. In fact, companies such 
as Countrywide, Norwest (now Wells Fargo) and Chase also developed and implemented their own 
homegrown programs. And for a while, things were good.  

Despite the best of intentions in a coordinated and 
communication-active organization, there will be risks caused 
by the failure of people, processes and/or technology.

RISK AND 
TECHNOLOGY: 
THE OPPORTUNITY 

By Rebecca Walzak
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However, with the advent of sub-
prime lending, reduced documentation 
and the real estate boom of the 2000s, 
the flaws in this technology grew 
more and more apparent. The technol-
ogy that was going to reduce risk and 
make lending work better didn’t, and 
the industry was left in tatters. In-
stead we are now dealing with stricter 
credit policies, excessive oversight by 
regulators, demands for more and more 
manual reviews and less opportunity to 
meet production goals. So, the question 
needs to be asked, “Technology, what 
good are you and what have you done 
for risk management?” Unfortunately, 
based on the recent MBA Risk Man-
agement Conference, the answer is not 
much. Sure, the usual suspects were in 
attendance showing the same technol-
ogy that has been in place for twenty 
years, and in all fairness, there were 
some new companies that had devel-
oped ways to obtain information elec-
tronically and combine the results in 
one report, but there was nothing new, 
nothing that would move risk manage-
ment into a technological environment 
that other processes have had for years.  

So why is that? The underlying rea-
son is really rather simple. The industry 
doesn’t know risk management. Take 
for example, the name of the confer-
ence- Risk Management and Quality 
Assurance. Any serious student of risk 
management knows that the quality as-
surance process is a vital part of risk 
management yet, when asked why they 
were segregated for this conference, 
there was no coherent answer to be 
found.  

Risk Management is a large division 
of any organization no matter what they 
do. While there are numerous risks that 
lenders take on, the focus of the origi-
nation, servicing and secondary depart-
ments involve credit risk, interest rate 
risk, operational risk, regulatory risk 
and financial risk. Of course there are 
other risks such as litigation risk and 
reputational risk, but they are typically 
handled at the most senior corporate 
levels. For those who are not aware of 
it, the definition of operational risk is 
“The risk that people, processes and/
or technology, and along with external 
events, will fail and cause financial 

harm to the organization. While most 
mortgage lenders became familiar with 
operational risk under the guise of busi-
ness continuity planning that is only a 
very small piece of what operational 
risk is all about.  

So let’s look at the how credit, inter-
est rate, operational and financial risk 
fit together into a risk management 
function. On one hand it is rather a 
simplistic matter. Our industry pro-
duces mortgages. To be a successful 
lender, the organization must produce 
loans that meet the secondary market’s 
expectations. This includes pricing 
and performance so that the investor 
receives the expected return on their in-
vestment. The product must also meet 
the requirements of the regulators. Fi-
nally, if it doesn’t perform, the servicer 
must ensure that the foreclosure and 
sale of the property returns sufficient 
capital. Seems rather simple doesn’t 
it? But as we all know, it really is very 
complex and the loans produced are the 
result of a complicated system involv-
ing processes, people and technology. 
Credit risk has to ensure that the poli-
cies it approves are both acceptable to 
the secondary and are appealing to 
consumers in order to get the loan ap-
plications in the door. Secondary has to 
make sure its pricing is not only good 
but other attributes that investors are 
concerned about are incorporated. Af-
ter all, that’s why we call it risk-based 
pricing, isn’t it. Origination and servic-
ing operations must make sure that all 
of these credit and pricing attributes 
are implemented correctly as well as 
ensuring that any regulatory issues 
are addressed because any time one of 
these fails, it causes harm to the organi-
zation. These risks are without a doubt 
interactive and must be coordinated at 
all levels if they are to achieve what is 
expected.  

Unfortunately, in today’s lending 
operations, they are not. We still retain 
each specific type of risk in its own 
separate silo because each entity feels 
responsible for their own risk. Credit 
policy approves guidelines that they 
believe will result in the loans with the 
highest probability of performance yet 
they are constantly hounded by loan of-
ficers and management who want more 

relaxed standards so they can obtain 
higher levels of production. The sec-
ondary staff must deal with the invest-
ment community and negotiate the best 
rates and pricing possible, but many 
times they clash with credit policy and 
production goals. Regulatory staff are 
typically seen as preventing production 
rather than supporting it despite the fact 
that they have no control over the re-
quirements. The operational staff con-
tinuously struggles with trying to make 
all these pieces fit together in a speedy 
and effective manner. And manage-
ment must tackle the job of making all 
this happen for as minimum a cost as 
possible. In other words as the saying 
goes “Quick, Cheap, Good- pick any 
two!” As a result of this silo approach, 
risks flourish and grow in the cracks 
where the silos don’t quite connect. 
Then, before we are even aware of the 

potential harm these risks can cause, 
they blow up in our face. So how do 
we change this and most importantly 
where can technology help.  

First, we have to recognize two criti-
cal aspects of risk management. The 
first is that risks do not occur in isola-
tion and must be coordinated across all 
aspects of the organization. Second, 

The technology 
that was going 
to reduce risk 
and make 
lending work 
better didn’t, 
and the industry 
was left in 
tatters. 
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we must acknowledge that in order to 
keep risk under control we must have 
a measurement and monitoring system 
that tells us when these risks are occur-

ring and their potential to cause harm. 
Most importantly this system has to be 
in real time.  

The first of these issues, coordina-
tion of risk, has to lead from the very 
top. Silos must be opened to sharing 
of information and not continue to be 
dictates of the individuals who own 
that risk. Credit risk has to understand 
regulatory risk. For example, Fair 
Lending. There is no other regulation 
as amorphous as this one. Lenders have 
to make sure that their credit policy and 
underwriting do not discriminate or 
have any type of disparate impact on 
protected classes. So if the regulators 
walk into your shop and ask to have 
a detailed explanation of how your 
credit policy ensures that there is no 
unfair lending, could you tell them? 
What would you say about pricing of 
these loans? And how do you monitor 
the implementation of the Fair Lend-
ing policy? Yet in most companies the 
Regulatory Compliance staff write the 
policy, have it approved by an attorney 
and send it off to the operations staff 
for implementation. Then once a year, 
when the HMDA results are released, 
the results are reviewed and the risks 
come creeping out from between these 
silos.  

Operations is many times victim 
to the dictates from these siloes and 
in many cases create their own risks 
within their world as well. Take for ex-

ample the loan closing. It is not uncom-
mon for the loan to be closing at or near 
the lock-in expiration. Secondary is not 
giving an extension and Credit is insist-

ing that the conditions for approval be 
obtained and reviewed before funding. 
So what’s a closer to do? All too often 
Operations must take a position as to 
whether or not the conditions can be 
collected by the closing agent and hope 
that if they are incorrect the insured 
closing protection letter will cover 
them. Once again, the credit risk that 
this decision can create is hidden until 
more and more loans are rejected at 
delivery. Despite the best of intentions 
in a coordinated and communication-
active organization, there will be risks 
caused by the failure of people, pro-
cesses and/or technology. So, what can 
we do to get control of these risks?

One of the most effective answers is 

a timely and valid monitoring system. 
Today we continue to rely on a manual 
review process that is antiquated and 
focused on loan–by-loan issues rather 
than on identifying the risks generated 
by operations, credit, regulatory and 

secondary. Furthermore the results 
of these reviews are not generated 
for ninety days after the operational 
issue has occurred and management 
has no way of knowing if the issues 
identified are “real” or just a random 
mistake. If we want real risk manage-
ment we have to get the information 
in real time and it has to be reported 
in a way that management can see the 
risk associated with it. And that means 
technology.  

What senior management needs and 
what is crucial to risk managers is in-
formation that can become knowledge. 
A measurement and monitoring system 
that is embedded in all operational 
process technology that can continu-
ously measure each and every loan and 
activity identify any risk that occurs is 
a must. In addition, it must have the 
ability to collect this data, analyze it 
so that when presented to management 
it is in a format that shows individual 
risk managers and senior manage-
ment what risks are occurring, where, 
when and how. They need to be able 
to control the organization through a 
management system that implements, 
measures, informs and allows for di-
rectives to correct what is flawed and 
leaves what is working alone.  

So technology companies, where 
are you? Can you meet this challenge? 
The industry truly hopes so since it is 
dependent on it. After all this is ex-
actly what the regulators want when 
they talk about a management control 
system. More importantly however is 

that the industry must learn how to op-
erate better, more efficiently and more 
cost-effectively while reaching out to a 
more and more diverse population.  It 
just cannot be done without your help.  
So let’s get to work. 

If we want real risk management 
we have to get the information in 
real time and it has to be reported 
in a way that management can see 
the risk associated with it.

About the Author
rjbWalzak Consulting, Inc. was founded and is led by 
Rebecca Walzak, a leader in operational risk management 
programs in all areas of the consumer lending industry. In 
addition to consulting experience in mortgage banking, 
student lending and other types of consumer lending, she 
has hands on practical experience in these organizations as 
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The LOS is the straw that stirs the drink for lending operations. 
Lenders that are in search for a new LOS platform and vendor 
partner, one that they can rely on and grow with for years to come, 

whether they know it or not, are hard-pressed to make the right buying 
decision amid a vastly different, ever-changing lending landscape.

We know that the cost to originate loans has risen substantially over 
the past year and keeping pace with changing compliance rules is here 
to stay. And given that the industry is so fluid with vendor consolida-
tion, marketplace shifts, compliance adherence and varying technolo-
gies, how is a lender to know where to begin when evaluating a new 
LOS? What should a lender focus on? What works and doesn’t work?

The
Inside 
Track
Cutting through the LOS clutter and noise in today’s mortgage 
market; it’s no easy undertaking for lenders in search of a new LOS.
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SVP of Business Development and 
Strategic Alliances Rob Pommier of 
LOS provider OpenClose shares his 
perspective.

Q: End-to-end LOS platforms seem to 
have become a must have. What’s your 
take?

ROB POMMIER: People used to be of 
the mindset that no one vendor could 
be good at every piece of the lending 
process and thus best-of-breed was the 
optimal approach. While there is some 
merit to this viewpoint, it has waned 
significantly as end-to-end providers 
have advanced their systems over the 
years and no longer have the need for 
many partnerships and integrations. 
What’s more, maintaining lots of in-
tegrations often compromises achiev-
ing seamless interfaces. And, with 
an onslaught of constantly changing 
compliance rules, it gets really tough 
to ensure that multiple vendors being 
used are keeping up with implement-
ing new rules and updating existing 
rules. 

As a result of the aforementioned, 
over the last couple of years lenders 
have been leaning toward using a 
single platform to run their business 
because it gives them more control 
over their data and in the end it is more 
cost effective. Before the mortgage 
industry was hit with a myriad of new 
compliance rules virtually overnight, 
folks didn’t really understand the im-
portance of data flows within a single 
system and how it interacts with com-
pliance rules (i.e. QM, ATR, CIC) to 
ensure the consistent funding of qual-
ity, compliant loans. Using a single 
system with a single code base makes 
a huge difference in today’s market. 
On the other hand, using a mishmash 
of disparate technologies can create 
inefficacies, integration challenges, a 
propensity for errors, and compliance 
exposure.

Now, every LOS provider is going 
to require some type of integrations, 
but not like in the past. At OpenClose, 
we’re very discriminating about the 
vendors that we integrate with. We 
want our clients to get the best value 
from our system and if an integration 

is week, the product is sub-standard, or 
the company offers poor support, it’s 
not a partner we want to work with, 
which is in the best interests of our 
clients.

Q: What kind of LOS due diligence 
process should lenders use in today’s 
market?

ROB POMMIER: Before even starting to 
look at a new LOS, lenders really need 
to first understand what shortcomings, 
gaps, and bottlenecks they have not 
just in their current system, but within 
their own workflow and in different 
functional areas within their organiza-
tion. Look closely at 1) Are we having 
issues because this is the way we have 
always handled the business? Or, 2) Is 
it actually a shortcoming of the soft-
ware? This should be the first part of 
the due diligence process: understand-
ing the needs of your own organization. 
Lenders have to open their minds up to 
developing better processes and ways 
to do things from a business perspec-
tive, and then rely on software to au-
tomate and run the business efficiently. 

Selecting and implementing a new 
LOS is a big decision. If the wrong plat-
form is installed that fails to meet your 
specific technology requirements along 
with your short and long-term business 

objectives, then you’ll be searching for 
a new LOS again. As a rule of thumb, 
I recommend that lenders don’t just let 
one or two functional areas make the 
buying decision. Involve all areas. How 
will the new LOS affect production? 
Underwriting? Compliance?  Process-
ing? Closing? Shipping? Secondary 
marketing?  Servicing? IT and support? 
How does it function within each busi-
ness channel from retail to wholesale, 
correspondent, consumer direct? What 
is the bottom line ROI from the CFO’s 
perspective?  

Form a committee that involves all 
of the key areas/departments in your 
organization to work together to make 
an informed buying decision that ef-
fectively addresses all needs and pain 
points for your people. You don’t want 
to buy a platform only to find out that 
it isn’t satisfactory for some functions 
because you didn’t consult your people 
for input. 

Once you’ve defined your processes 
and workflow, and involved the right 
people to help make the buying deci-
sion, then you can start evaluating LOS 
platforms. 

Q: What is the value of using an RFP/
RFI in selecting a new LOS and/or using 
a consultant?

ROB POMMIER: This is sort of a double 
edge sword. The use of RFPs/RFIs and 
consultants are good in some instances; 
however, they can often bring the se-
lection process to a crawl and create 
“analysis paralysis.” We all know the 
usual RFP/RFI type of questions that 
are asked. In many cases they are just 
template-based. Typically, using an 
RFP/RFI doesn’t ask the right ques-
tions to effectively extrapolate the 
needed information to find technology 
that supports the business needs.

All too often we see companies send 
out large questionnaires to vendors, 
and once we get them, it’s clear they 
didn’t think through the right questions 
to ask. They don’t fully understand how 
to interpret the results, let alone use 
them as a basis to make an informed 
buying decision. The utilization of 
RFPs/RFIs can be helpful, but only if 
it is well thought out and provides use-

Industry Predictions
Rob Pommier  thinks:

1. True SaaS-based LOSs 
will dominate the market 
and vendors with 
antiquated technology 
will die on the vine.

2. Vendors will get better at 
managing compliance, 
and lenders will leave it 
to technology to handle.

3. Both vendor and 
lender consolidation 
will continue, but not 
at the rapid rate that 
we have seen in the 
last couple of years.
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ful information. More often than not, 
however, the RFP/RFI is done wrong 
and becomes but a time consuming 
exercise in futility.

When it comes to engaging with a 
consultant to help evaluate LOSs, as 
well as other mortgage technologies, 
we’ve found that some have a solid 
approach to due diligence that is very 
focused on and geared to a lender’s 
unique business needs. But generally, 
we simply see canned questions and 
suggestions which aren’t applicable to 
specific lender workflows and isn’t an 
optimal way of doing business for their 
clients’ unique needs.

In addition, some consultants end 
up slowing the selection process and 
in doing so spend more of the clients’ 
money by dragging it out. But in other 
situations we see consultants that are 
very efficient and really work to find 
the right software to fit the needs of 
their clients. Lenders also need to be 
cognizant that some consultants are im-
partial to just a handful of LOS provid-
ers. This could be because the consul-
tant is more familiar and comfortable 
with those systems; or, in some cases, 
they may actually be incentivized by 
the software company to recommend 
their products. In any case, the wrong 
consultant can steer you in the wrong 
direction.

Q: Talk to us about mortgage banking 
experience combined with technology 
experience.

ROB POMMIER: There are a lot of LOS 
providers that employ staff that has 
software experience but not lending 
experience. Engaging with an LOS 
provider that has people who have 
worked in both mortgage technology 
and also for an actual mortgage banker 
makes a big difference. This is the 
type of human capital that you want 
as your vendor partner, starting with 
the salespeople who are courting you 
on through the technical people that 
will be implementing the platform and 
supporting you. Someone that just has 
software experience doesn’t fully un-
derstand lending. 

It’s also important to look at the 
length of tenure and depth of experi-

ence of the vendor’s developers, archi-
tects, and support staff. Are they loaded 
with technical experience and possess 
a deep understanding of the mortgage 
process having worked at multiple or-
ganizations?  It counts. At OpenClose, 
we employ staff that possess not just 
mortgage technology experience, but 
also mortgage banking experience 
working at actual lenders. As a result, 
we are able to better assess unique cli-
ent needs and deliver a tailored solution 
with the business side in mind. We take 
a consultative, solution-crafting ap-
proach to our clients, from the lender’s 
perspective. 

Equally important is that those in-
volved on the lender side during the 
evaluation and implementation process 
need mortgage domain experience. 
They need to fully understand the lend-
ing workflow in order to get it right the 
first time.

Q: What is OpenClose’s value proposi-
tion?

ROB POMMIER: OpenClose offers a sin-
gle solution software platform for all 
lending channels that doesn’t require 
multiple interfaces to make the soft-
ware work. This provides for the clean-
est and most efficient dataflow between 
all departments to ensure that valuable, 
clean data is delivered to all depart-
ments without re-keying or missing 
information. With OpenClose, loans 
effortlessly sail through the lending 
process without manual intervention, 
thus increasing employee productivity 
and reducing cost per loan. It allows for 
a highly efficient and effective work-
flow. And, we do this very well for 
all lending channels. I like to use the 
phrase, “Let technology run your busi-
ness, not people run your technology.” 

Our software is extremely flexible 
and configurable, which enables us 
to successfully reach a level of cus-
tomization that most LOSs are unable 
to achieve. Every single one of our 
screens is extremely intuitive and user 
adoption is quick. We are proven to 
work well for both medium and large 
size lending entities and can easily 
scale up as they grow. You won’t out-
grow our LOS. 

In short, our system is easy to imple-
ment, easy to learn, feature-rich, uses a 
single code base, is very configurable 
and customizable, and establishes a 
completely seamless workflow and 
puts the lender in control of their data 
in all areas along with complete trans-
parency. The system keeps clients in 
full compliance, maximizes organiza-
tional productivity, and scales as lend-
ers grow. Our customers tell us that 
OpenClose is the last LOS they’ll ever 
need. 

Q: How is OpenClose different than its 
competitors?  

ROB POMMIER: First and foremost, our 
entire platform is 100 percent browser-
based. There are no software installs. 
All components of our LOS can com-
pletely be accessed via a Web browser 
anywhere, at any time. Most LOSs 
have some sort of an install and often 
term themselves as “Web-based/Web-
enabled/Web-accessible,” which is 
done to tip toe around not being a sys-
tem that only needs a simple browser to 
operate off of.  

We developed and utilize one code 
base throughout our entire system, 
which allows us to easily custom-
ize seamless workflows and enable 
straight-through processes for all 
business channels. It also allows us to 
implement much quicker than other 
systems. And, we do all of the configu-
ration for the lender. We don’t put the 
onus on the client; we do it for them.

Notable is that OpenClose is owned, 
funded, and operated by the same 
founding principles. We’re not a big, 
slow-moving software firm that is 
controlled by a large acquirer. We are 
an innovative, nimble company with 
ample resources and very responsive 
customer support. You’re not just a 
number at OpenClose; you’re a valued, 
long-term partner.

In addition, OpenClose employs 
people that have both technology as 
well as mortgage banking experience 
working at lenders. Our people fully 
understand lending and are thus able to 
handle implementations in a consulta-
tive, subject matter expert fashion.  

OpenClose is a true end-to-end plat-
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form. Sure. Every vendor lays claim 
to this in today’s market that now has 
end-to-end solutions in high demand. 
But many LOS providers have merely 
attempted to assemble a comprehen-
sive solution using best-of-breed inte-
grations, or simply by way of vendor 
acquisitions. Either way, they are dis-
parate technologies that don’t always 
work well together. Everything is com-
pletely native to our system. We don’t 
have these technology issues.

Q: Do you have any “buyer beware” 
recommendations for lenders looking 
for a new LOS?

ROB POMMIER: I have quite a bit to 
say on this topic. First, make sure the 
LOS you select handles the top three 
components that are most important 
to your organization. Don’t settle for 
something less than you desire that has 
deficiencies in some areas. Take your 
time. Peel back the onion. Kick the 
tires and look under the hood before 
buying. Don’t just let the vendor give 
you a canned sales demo and make a 
buying decision off that. Watch them 
run a loan through the system from 
start to finish. Some tough questions 
to ask and key things to consider are 
below. 

A good, mature, robust LOS should 
address all business channels, and 
should do it very well. Make sure the 
platform is centralized and fully auto-
mates each channel from soup-to-nuts. 
Look for a long-term LOS partner with 
strong customer support, not a vendor 
where you’ll potentially become “just 
another number” in a big software or-
ganization.

Is the LOS technology contempo-
rary or elderly? What code was it built 
in and are there other types of code 
intermingled with it? Is the vendor a 
continual innovator and do they listen 
to their customers? How scalable is 
the software and how flexible is it? 
The application needs to be proven 
to handle increases in volume given 
lender growth. Make sure the vendor’s 
staff that you’ll be working with has 
deep mortgage domain experience and 
the company’s employee attrition rate 
is low. What is their customer support 

like? What are their average response 
and resolution timeframes? What is 
their average implementation timeline, 
specifically for a company similar to 
your size? Are there any lawsuits pend-
ing? If so, why and what is the nature 

of the litigation?
Corporate and management structure 

is also important. Some LOS providers 
are run by just a couple of people at the 
top calling all the shots. That’s a big red 
flag. Your LOS partner needs to have a 
formal management team in place that 
has mortgage experience. 

Unfortunately, it’s a survival game 
right now for vendors that have older 
technology and are just trying to stay 
afloat in today’s ultra-tough business 
climate. There are vendors that dodge 
questions, sugar coat responses, and 
even outright lie. It’s up to you to 
perform the deep dive due diligence 
necessary to ensure that you invest in 
an LOS and long-term vendor partner 
which will grow with you for years to 
come.

Lastly, I’ll leave you with the age-
old saying, “If it sounds too good to be 
true, it probably is.”  There’s a lot of 
lipstick on a pig out there.

Q: Where do you think the LOS space is 
headed?

ROB POMMIER: Without a doubt, the 
entire LOS space is headed toward the 
software-as-a-service (SaaS) model. 
We can look at a couple of cycles 
here. After the crash, lenders stopped 
buying multi-million dollar platforms 
that took long implementation time 

frames, required significant resources 
to maintain, and had a high total cost 
of ownership (TCO). Less expensive 
LOSs began to gain momentum mostly 
due to them simply being cheaper. Lots 
of those LOSs claimed to be SaaS but 

really weren’t. It was just a buzzword 
they worked into their marketing speak. 

Lenders’ appetite for technology was 
largely predicated on price. And who 
could blame them for looking at price 
first? Many didn’t even know if they 
could secure a warehouse line and keep 
the doors open, so why buy or continue 
to maintain expensive systems that 
they had to manage themselves? Given 
terrible market conditions at the time, it 
didn’t make sense.

That was then and this is now. Mov-
ing forward, I see the next wave of LOS 
platforms as all being genuine SaaS-
based models. It’s shocking to me how 
many LOS vendors represent that they 
are SaaS but are not. Lots of “me too” 
LOS vendors are out there, so buyer 
beware. Lenders don’t want to be in the 
business of technology. They want the 
software to be completely managed for 
them and only a true SaaS model can 
do that. This will force vendors into 
extinction who claim to be SaaS but 
actually require installs of some sort.

We’ve had lots of recent consolida-
tion in the LOS space with some good 
acquisitions and also some really bad 
ones.  When the smoke clears, those 
LOS vendors that are antiquated will 
wane and those that are actually SaaS 
or are working to develop new plat-
forms to be SaaS will be become the 
dominant players. 
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HOW TO GET 
THE MOST 
OUT OF

By Nicolle Nelson

Choosing the right outsourcing partner is critical, 
but it’s just as important to take the proper steps 
to ensure you are able to achieve your business 
objectives 

There’s no question the mortgage industry has gone 
through monumental change over the last several 

years. Increased regulatory requirements, customer 
expectations and competition are prompting mortgage 
lenders to look more closely at new ways of doing busi-
ness to improve efficiency and their bottom lines. 
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More and more, lenders are look-
ing outside their company for help. 
Partnering with a business process 
management (BPM) vendor is becom-
ing increasingly popular.  However, 
selecting the right BPM partner calls 
for some careful research and consid-
eration.  

THINK “PARTNER” 
NOT “VENDOR” 

While there are a slew of BPM firms 
to choose from in the mortgage space, 
lenders tend to focus on the larger, 
more established outsourcing firms. 
What lenders may not realize is this: 
unless they are driving huge volumes, 
lenders frequently receive very little 
management attention from the larger 
BPM firms.  Changing to another BPM 
firm at such time involves enormous 
cost and effort. 

That’s why it’s important to identify 
a true partner when selecting a BPM 
firm, not simply a vendor. The best 
outsource partners will be well-versed 
in all the latest regulatory changes, will 
have the right technology to keep track 
of all those changes, and will have 
built a readily accessible knowledge 
base. Look for a BPM partner that is 
willing to be flexible and customize 
its offerings to meet your company’s 
specific needs. The right partner will 
take all steps necessary to assist you 
with your current focus, and will also 
present multiple ideas and solutions for 
the future.  
STRATEGIES TO ENSURE 
SUCCESS IN OUTSOURCING 
PARTNERSHIPS

Once an outsource partner is select-
ed, there are a number of steps lenders 
can take to help ensure that their busi-
ness goals are met. The following are a 
few that will help you get the most out 
of your BPM partner relationship. 

1) Start small. It is usually advised 
to begin the engagement with a process 

that isn’t highly critical, but one in 
which an impact will be easily noticed. 
Consider it a sort of “test drive.” Ex-
amples might be indexing, loan setup, 
loan boarding, or document verifica-
tion.  Once an acceptable stability and 
rhythm have been achieved in that 
process, the lender can start moving to 
more complex processes, and ultimate-
ly to those that are customer-facing. 
Moving gradually from the less critical 
to more complex and customer-facing 
processes provides an opportunity for 
the lender to evaluate the BPM partner, 
and the BPM partner to understand the 
lender’s business, expectations and or-
ganizational culture.

2) Communicate your business re-
quirements. The BPM partner needs to 
fully grasp the areas within the lender’s 
business that need improvement, as 
well as the metrics the lender is looking 

for. That means the outsourcer’s team 
spends the time needed to completely 
understand the core business metrics 
their client wants tracked and im-
proved. The team also should identify 
other operational factors that influence 
the clearly defined business metrics. 
These might include finer things like 
defining handoffs, laying out a clear 
feedback mechanism for output deliv-
ered during initial stages.

3) Look for a BPM partner that 
does what’s needed for a smooth 
transition. The BPM partner should 
capture detailed expectations from the 
lenders, upfront in the engagement. 
Based on this, they can they can cre-
ate a detailed implementation plan and 
also plan tactical day to day operations. 
This includes deciding what process 
will go first, and hand-picking the 
people who will manage it. The BPM 
partner needs to ensure its team under-
stands the lender’s business expecta-
tions and to train them to deliver the 
expected outcomes. 

4) Confirm management will be 
available.  Make clear from the start 
that the BPM’s executive leadership 
team needs to be accessible, and that 
channels of communication are open 
for immediate escalation of any issues 
that may come up. Otherwise lenders 
may find they are only working with 
lower level staff, with no access to 
the executive leadership team. Having 
access to the service provider’s leader-
ship team helps ensure that things that 
may not have been addressed expressly 
in the contracts get resolved quickly.  

5) Verify technology competency: 
Outsourcing is clearly not just about 

staffing seats at a different location. 
The BPM partner needs to be able to 
provide or recommend the appropriate 
technology for your business processes 
to help you achieve the goals you’ve 

Increased regulatory requirements, 
customer expectations and 
competition are prompting 
mortgage lenders to look more 
closely at new ways of doing 
business.
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defined.  
6) Look for a partner who is pas-

sionate about your business. Every 
member of the BPM partner’s team 
must clearly understand the factors that 
define your success as a lender. Team 
members should be passionate about 
working for your achievements. That 
means going beyond merely meeting 
the requirements of the SLA. An en-
thusiastic team driven to make your 
company successful can make a huge 
difference in the outcome. 

All of these factors play an impor-
tant role in ensuring a successful BPM 
partnership, one that will make your 
company more nimble and drive a 
solid return on investment (ROI). 

Challenging markets—like today’s-- 
are a great opportunity for lenders and 
servicers to rethink and recreate their 
business strategies. If outsourcing is 
one of those strategies, take the extra 

time and the proper steps to manage 
those partnerships well. Doing so can 
mean the difference between a medio-
cre experience, and one that exceeds 
your expectations. 
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Outsourcing is clearly not just about staffing 
seats at a different location. The BPM 
partner needs to be able to provide or 
recommend the appropriate technology.
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