
Future trends - By roger gudoBBa

A Wake-Up Call
Our primary goal now, as an industry, should be winning back the consumer’s 
trust, and our actions must support that goal.

T imes are tough. This economic downturn is the deepest downturn that I’ve seen in my career. I 
recently read an article that said, “Concerns about a possible new recession had arisen after a 
batch of downbeat reports in August. 

“For example, new applications for jobless benefits shot past the half-million mark in mid-August, 
the highest level since November.” Things are not good, but now is not the time to place blame or pass 
the buck. Now is the time to fix some problems and move forward as an industry.

I think many executives in the mortgage space are missing the point. This is not a philosophical 
debate between political parties. This is not about big business vs. government intervention. This is 
about the mortgage industry’s survival. 

We have to come together as an industry and really rethink how the business of mortgage lending 
is done.

Does that mean everything we’ve done up until now is wrong? Of course not, but everything we’ve 
done deserves a second look. 

Our primary goal now, as an industry, should be 
winning back the consumer’s trust, and our actions 
must support that goal.

So, how do we address this issue? Lenders first 
need to remember the essentials. Lending shouldn’t be 
about creating or feeding an investor’s appetite for a 
certain loan product. What is lending about? 

The lender’s role is to evaluate the risk of making a 
mortgage by assessing the borrower’s willingness and 

ability to repay the loan and determining if the property value is sufficient to cover the loan amount. It 
seems like common sense, but these tenets were ignored by too many during the boom years leading 
up to the mortgage crisis.

In order to get back to a period of relative prosperity, others involved in the mortgage process need 
to step up as well. The loan officer and mortgage broker have some work to do, too. 

The person at the front end of the process can’t be just a glorified salesperson looking to make a 
commission on a sale; they need to be trusted financial advisors.

The concept of the loan officer providing financial expertise isn’t new. It’s talked about often, but I 
don’t think people really know what it means when they say it. 

After all, we all like to think that we are experts in our given fields.
Loan officers have to know their product offerings. That doesn’t mean that they memorize a few 

talking points in time for the test when a borrower comes in to ask questions. It means that they know 
the nuances of every loan product in their inventory. It means explaining fees and interest rates. It 
means knowing the borrower’s circumstances to help them select the right product. 

How can you tell a financial advisor from a salesperson? A financial advisor should present the 
borrower with detailed—not peripheral—comparisons and objectively explain the differences between 
the various loan products in a manner that serves the consumer’s best interest.

I think many executives in the mortgage 
space are missing the point. This  
is about the mortgage industry’s  
survival.
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In contrast, the salesperson will do anything to get the sale. 
The consumer’s best interest does not factor into their strategy 
for working with borrowers. 

What’s the difference between getting a sale and helping 
someone get a mortgage? A mortgage is a 30-year commitment 
in most cases—a commitment by both the borrower and the 
lender. That shouldn’t be taken lightly by anyone involved in the 
mortgage process. 

Here’s the good news: if you live by the best practices I have 
detailed, you’ll get the borrower into the right loan product and 
you’ll get future business from referrals.

Everyone wins.
An honest acknowledgment of 

problems on the lending side of the 
equation does not absolve borrowers of 
their responsibilities. Consumers must 
be more involved in the process as well. 

They have to be more informed 
about what they’re doing. You can’t just 
sign 30 years of your life away without 
understanding the obligations that 
come with your signature on mortgage 
documents. 

Borrowers need to understand the subtleties of the individual 
loan programs that they’re considering. It’s popular these days to 
scream about the evils of ARMs. Borrowers need to be realistic. 

Houses in the $750,000 range are not within their reach with 
zero down and a $500 weekly income, no matter how much they 
may wish otherwise. The numbers may be exaggerated but a 
number of Option ARMs were closed as affordability loans with 
minimum payments and the borrower did not comprehend the 
impact of the adjustments. 

The fact is that for certain borrowers ARMs make sense. An 
ARM should not be presented as an automatic alternative for 
borrowers who can’t get into a 30-year fixed mortgage, however, 
and an informed consumer should understand the ramifications 
associated with an ARM loan product.

This is true for any borrower considering any loan product, 
of course. Consumers have to understand that the housing 
market changes and a mortgage is an investment, and as with 
any investment, sometimes you win and sometimes you lose. 

The problem is that everyone expected home prices to rise 
forever. That is just not the case.

The appraiser also needs to step up his game. What do I 
mean? Real estate is all about location, location, location. The 
appraiser needs to know the market area. 

The house on a given block may be worth much more than 
the house just down the street. In order to determine true market 
value, the appraiser needs to understand the subtleties of that 
market. Not all properties are equal. That’s why a live appraiser, 
in my estimation, can never be totally replaced. 

You can automate this process, but as Griff Straw, a long 
time mortgage executive, said recently “Nothing beats walking 

the dirt”. 
What’s my general thought when 

writing this? Our industry cannot thrive 
if we stick with the practices adopted 
in the last few years. We have to make 
changes. In fact, some changes are being 
made already. 

If we’re going to build a transparent, 
end-to-end mortgage process, then at each 
step the mortgage professional needs to 
see what happened in all previous steps 
and have confidence in that information. 
We cannot expect good business to result 

from good guesses based on partial information.
We all need to remember that the investor is looking at every 

loan these days. A 10% sampling won’t cut it. Do you want a 
buyback? I don’t think so. 

Technology can bring some common red flags to a human’s 
attention, but technology can’t determine next steps or determine 
strategy and best practices or be the eyes to validate the supporting 
documents. Technology is a tool, not a solution.

The fact is technology will help the mortgage industry to 
make this transition towards a more transparent process. How? 
Having an electronic loan folder is the first step. Why? Because 
you’re not dealing with paper that can be forged or lost. 

Once you have that e-folder, you need somebody with common 
sense to look at that information and analyze it thoroughly.

Quite frankly, I don’t see a day when a loan is done in 
just 24 hours. I know that may seem like a strange comment 
coming from a guy who has dedicated his life to automation, 
but it’s true. 

However, I do see a day when technology helps us produce 
better quality loans if we use it appropriately. ❖

Roger Gudobba has over 20 years of mortgage experience. He is CEO at PROGRESS in Lending and Chief Strategy 
Officer at technology vendor Compliance Systems. Roger is an advocate of data standardization and a more data-
driven approach to mortgage. Roger can be reached via e-mail at rgudobba@compliancesystems.com.
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