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 Industry
There’s no denying that the last few years 

have been rough, but there are steps that 

we can take to revive our industry.

Rebuilding OuR

By David Zugheri



As we 

enter the Fall of 2010 and 

reflect on the recent ups and downs of 

our industry, I’m reminded of an old adage: 

Regardless of how things are going, don’t get too 

high, don’t get too low. This has been our approach as 

we worked together to rebuild the mortgage industry. In  

life, clarity of vision and steadiness of purpose are rewarded. 

The same holds true for our industry. We must stay committed 

to building our vision methodically and with persistence.  

That vision includes a mortgage industry ripe with integrity 

and filled with confidence. Then, and only then, will we 

have a chance at seeing the industry foundation  

as it was a few years ago, namely the 

reemergence of the private  

mortgage markets.
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Since the breakdown in the mortgage 
business in 2007, we know two things for 
certain. First, we have made enormous 
progress in reconstituting the industry. If 
we could look back with clarity two years 
ago, we would see today a much different 
industry that is financially stronger, 
more capable and justifiably confident 
in our future. Second, it is good for us to 
remember the best things in life are created 
over time and through the process of trial 
and tribulation. We are charging through 
the hardship and struggle to rebuild and 
fortify a stronger, more knowledgeable 
industry. In the end our journey will find 
us triumphant. This is our path in 2010 
and well beyond.

From this year forward, we embark 
on the age of compliance in mortgage 
banking. With this comes HERA, 
the new Good Faith Estimate, the 
Home Valuation Code of Conduct, 
nationwide originator licensing plus the 
overwhelmed, over-worked and short-
handed state authorities to keep up with 
it all. And if these changes were not 
enough, we also anticipate restrictions to 
originator compensation in April, 2011. 
While these modifications have proved 
challenging for many organizations, 
they have driven hundreds of mortgage 
banking companies and thousands of 
mortgage brokers to the limit. Many in 
the industry are pondering the idea of 
leaving the business once and for all. 

At Envoy Mortgage, our response 
to these transformations has been to 
increase support across the board. 
While we cannot change the rules we 
must abide by or manage the daunting 
workload for the licensing authorities, 
we have and continue to build out our 
support teams by acquiring talented 
individuals in the fields of accounting, 
licensing, HR, Legal, compliance and 
IT. We are in the process of increasing 
our corporate headquarters by more than 
25% to effectively accommodate these 
additional personnel and keep abreast of 
all the industry changes. 

 Financially, our industry is on the 
road to recovery with net profits per loan 

on the rise. This approach exemplifies 
strong stewardship of financial assets, 
which decreases counterparty risk 
for secondary market participants. It 
is important to all mortgage-related 
financial counterparties—from investors 
to the GSE’s and warehouse banks—that 
we all be well-capitalized and profitable. 
Solid oversight and a keen awareness are 
absolute to manage a profitable industry 
regardless of market conditions and 
paramount to a meaningful recovery.  

In addition, the financial health of 
each originator including the branches 
and loan officers is extremely vital. Recall 

the time-tested expression, “a rising tide 
lifts all boats”. This bold direction of 
shared successes will raise the industry to 
the next level and restore confidence from 
the ground up with operational integrity. 
Financially, loan originators, branches, 
regions and home offices across the 
country must all be successful or face the 
sinking of the entire industry’s fleet.

 The industry has watched productivity 
decline as it takes more effort than ever 
to get a loan through the system. Why? 
Because “the system” superimposed upon 
us by the large aggregators, warehouse 
banks, mortgage insurers, and the GSE’s 
has become bigger, bolder and more 
complex. 

While many will duck their heads 
and wring their hands in the face of new 
challenges like Dodd-Frank, for example, 
that’s not going to help. The solution 
may be to wait and see what competitive 
advantages are created as we work to 
maximize the potential of this intriguing 
occasion. Since many of the retail 
channels of the larger aggregators have 
worked in this system for many years, 
it will not be as much of a disadvantage 
as many loan originators may believe. 

Already we are seeing opportunities as 
some roll out their new compensation 
plans to stay out in front of originator 
compensation.

Here are some summarizing points 
and initial guidance: 

First, any of our solutions must be 
100% compliant. This is not the time 
or the place to get fancy in applying 
the new rules. The regulators will be 
watching us closely and we are all well 
aware of that point.

Second, it is paramount that we keep 
our originators successful and well paid 
for their efforts. If we don’t, another 

industry waits in the wings that will. 
Most of us feel that the industry has 
more than adequately contracted and we 
cannot afford to lose more ground.

Third, if this plan ends up cutting 
revenues across the board, we should 
all share in that dilemma. This is not to 
say that revenues will be reduced, and 
at the very least, we should all strive to 
keep this from happening. However if it 
should, no one group needs to bear the 
full impact; not the consumer, not the 
loan originator, not the branch networks, 
not corporate offices, not investors, nor 
the GSE’s and/or the warehouse banks.

Fourth, though we are several months 
from implementation, everyone should 
be working now to form preliminary 
solutions. In the next 60 to 90 days, it 
would be a great idea to involve individual 
loan originators and extract the best ideas 
from production leaders to comply with 
these new restrictions. However, do not 
feel troubled as compliance personnel 
should already be up for the challenge on 
how to compensate our individual loan 
originators.

As we prepare to make these upcoming 
changes, let us take a look at the recent 
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Solid oversight and a keen awareness 
are absolute to manage a profitable industry 
regardless of market conditions.
“ “



historical markers that have lined our path 
here today, beginning with the Fannie 
Mae net yield from January, 2010.

After reaching a high of 5% in early 
April, the Fannie Mae net yield has 
declined steadily to about 3.7% currently. 
This low-rate environment has spurred 
refinancing, and the entire industry is 
buzzing. From individual loan originators, 
to their processors, title agents, appraisers, 
underwriters and investors, we are up to 
our necks in loans. While it is currently 
hectic, it is part of this cyclical business 
that we chose to be in and all in all, a good 
problem to have. This glut causes all turn 
times to increase causing difficulties to 
everyone in the process. This eventually 
reverberates through the customer base 
of our borrowers. There are stories of 
many origination shops, both large and 
small, with 30-60+ day turn times for 
refinances. This may not bode well for 
the consumer.

Furthermore, let’s take a look at 
technology and how innovations here 
could help speed the recovery. There is 
a compelling argument that electronic 
closings are noticeably behind the times 
in the mortgage industry. The adoption 
of SMART Doc electronic notes, talked 
about repeatedly for the past six years, has 
obviously taken a back seat to changing 
mortgage legislation implmentations. On 
the brighter side, the proliferation of the 
Internet and Web-based applications with 
associated Application Programming 
Interfaces (API’s) has worked wonders 
at the origination and corporate levels. 
Although we have much ongoing work to 
do in integration and data integrity, what 
has unfolded in the last two years has led 
to greater efficiencies from origination 
to secondary markets and everything in-
between. The demands of the consumer 
have reverberated throughout the industry 
and mortgage companies have answered.

When it comes to technology, namely 
mortgage automation, I’m reminded 
of a story recently published by a 
colleague of mine Roger Gudobba in 
the PROGRESS in Lending Association 
E-Letter.  Last month, Roger wrote a 

piece comparing the mortgage process 
to a primitive computer design. He said 
that the purpose of a computer program 
was quite simple in that it was basically 
designed for input, process and output. 
He went on to challenge the complete 
mortgage process incorporating all of 
its components. His conclusion was 
that they two are very similar. These 
PC principles could apply today to the 
mortgage loan process because when 
you think about it, the mortgage process 
is all about origination, processing and 
closing. Each area having its own set of 
unique challenges I completely agree 
with Roger’s analysis, but would take 
it a step further and draw a parallel to 
the auto industry. Whether it be the 
king of the assembly line, Henry Ford, 
or a modern day innovation leader like 
Lexus, the mortgage industry could gain 
much from this study. In 1992, auto 
manufacturer Lexus was able to build 
300 luxury sedans per day, made by 66 
human beings and 310 robotic machines. 
The humans were there for quality 
control mainly (see Thomas Friedman’s 
book, The Lexus and the Olive Tree, 
Page 30). In a mortgage production 
office, I would challenge anyone to meet 
these same metrics of production with 
similar personnel numbers. According 
to the Mortgage Asset Research Institute 
(MARI) approximately 25% of these 
loan files are cited for some type of 
error. This ranges from manipulated 
data misrepresentations to simple and 
understandable human error. It makes 
you wonder if 25% of Lexus owners had 
issues with their cars. Although I cannot 

specifically find evidence of this, I am 
going to take a strong guess that this 
is not the case. So let’s ask ourselves, 
shouldn’t it be substantially easier to 
build a mortgage file than it is to build an 
entire automobile?

In the meantime, it is a relief to know 
that the mortgage industry is doing its 
best to recoup its potential fullness of life. 
Please remember to grant it some grace if 
you think its recovery is progressing too 
slow as it is with this same grace that we 
all require dealing with those times when 
a file is submitted poorly documented, 
incomplete, or lacking in some other 
respect where we don’t give our best. 
To everyone in the industry; always 
remember to be professional. Anticipate 
the known industry problems. Step 
outside of yourself and your organization 
and realize that we all need each other 
in this process from loan originators, to 
branch networks, to corporate offices, to 
investors, to the GSE’s, to the legislators 
and/or the warehouse banks. 

Let us all turn to the future and prepare 
to carry each of our loads better given the 
environment we now have. We all feel that 
things could be more efficient, but that is 
simply not the way that they are. I am 
reminded of the words of Brutus in Act 
IV of Shakespeare’s play, Julius Caesar:

There is a tide in the affairs of men
Which, taken at the flood, leads on to   

      fortune;
Omitted, all the voyage of their life
Is bound in shallows and in miseries.
On such a full sea are we now afloat,
And we must take the current when  

      it serves…. ❖
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