
Are You Cutting Corners?
While short cuts may save you lots of money upfront, in the end that approach 
often just leads to some lost opportunities.

By coupling those upfront verifications 
with full e-mortgage solutions and legally 
compliant electronic document systems, 
lenders can address a myriad of business 
challenges.
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Our Biggest Problem

The mortgage industry faces a number of unprecedented challenges in today’s lending 
environment, many of them generated as a result of the backlash from the subprime meltdown 
and the global financial crisis. How does anyone decide which is the greatest problem in the 

mortgage industry today? The answer may vary depending on one’s perspective, business focus, 
resources, location and other factors. 

Let’s look at the biggest challenges facing lenders today. 
First, lenders must produce loans that adhere to tighter lending standards, because investors are 

so much more cautious about buying loans with solid evidence of the borrower’s qualifications and 
the property’s valuation. 

Most corporations are reluctant to hire more workers in today’s volatile business environment, 
preferring instead to sit on large sums of cash as a hedge against another financial crisis or a return 
to another U.S. recession (the much-feared “double dip”). Lenders are no exception, and most are 
trying to make do with current resources while stretching their workers ever thinner each day. This 

means that capacity is always an issue, and that 
their ability to respond to fluctuations in demand 
is very limited. 

Speaking of fluctuations, recent government 
incentives to borrowers like the first-time 
homebuyers’ tax credit have produced some very 
large and relatively short-lived spikes in loan 
demand, exactly the kind of challenge that lenders 
are ill-prepared for. 

On top of all this volatility and unpredictability 
on the origination side, let’s not forget that a huge number of borrowers are still distressed, dealing 
with job and income losses and underwater mortgages, as property values remain stagnant along 
with a much-needed economic recovery. Lenders and servicers are working through a big backlog of 
loan modifications and workouts for their customers, based on the government’s Home Affordable 
Modification Program (HAMP) and Home Affordable Foreclosure Alternatives (HAFA) program, 
which are complex, changing and paper-intensive.  

Finally, the government provides another set of challenges and hurdles for lenders and investors, 
with constantly-evolving legislative and regulatory reforms that aim to prevent a repeat of the subprime 
and mortgage crisis. These include the Mortgage Disclosure Improvement Act (MDIA), as well as 
the Federal Home Finance Authority (FHFA) announcement in May of the Uniform Mortgage Data 
Program, or UMDP. Fannie Mae and Freddie Mac will require loan delivery and appraisal data to be 
provided in standardized MISMO XML data formats by September 1, 2011. 

The good news is that we don’t have to pick a single “greatest” problem that the mortgage industry 
faces, because – surprise! – technology can help with all of these challenges. 

To meet tighter lending standards, vendors who perform electronic verifications of borrower 
identity, income, employment and other factors are constantly expanding their speed, scope and 
accuracy. 
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By coupling those upfront verifications with full e-mortgage 
solutions and legally compliant electronic document systems, 
lenders can address a myriad of business challenges in the 
marketplace today. These solutions allow lenders to work 
more efficiently, leveraging existing staff to be able to handle 
production demand spikes without the traditional hire/fire 
cycles. Origination velocity can increase as well, so that 
lenders can be confident of closing their 
borrowers’ loans before government 
incentive programs expire, making for 
happy and repeat customers. Perhaps 
most importantly, lenders can do what 
they do best—lend to borrowers—and 
allow their document provider to keep 
disclosure and closing documents fully 
compliant with the changing legislative 
and regulatory landscape (a constant 
effort in today’s environment). 

E-disclosures provide a powerful 
tool for meeting increased regulatory 
requirements. By posting electronic 
disclosure documents in a secure online 
signing room and sending links to the loan applicant(s), lenders 
know exactly when the borrower has accessed their disclosure 
documents, which documents were viewed, and of course when 
they were signed. Re-disclosures, if required by the loan data 
exceeding specific thresholds from the original disclosures, 
can also be more quickly and easily accomplished. 

Every step in the origination process can be tracked 
more accurately through electronic triggers and workflow 
management. Without these tools, loan originators are almost 
guaranteed that some of their loans will “fall through the 
cracks” of today’s compliance requirements. 

Finally, e-mortgage solutions have coupled with state-of-
the-art decisioning technologies to produce a powerful way 
to address today’s distressed servicing portfolios. Servicers 
can process a batch of distressed loans through a decisioning 
engine to produce a “waterfall” of options for each loan, from 
best to progressively less desirable outcomes. These results 
can even include “what-if” options (for example, a particular 
borrower might miss qualifying for a HAMP modification 
by just a few thousand dollars of equity, and the decisioning 
engine can indicate that option—if the borrower could come 
up with that extra cash toward their loan mod, it would put 

them into a better program). 
The loan workout process is also enhanced by automated 

verification technology—after a distressed borrower is 
determined to be eligible for a specific loan modification, 
verification technology can help pre-qualify them, so that the 
servicer can contact them with a complete option to accomplish 
their loan workout immediately. One special servicer that we 

have worked with, Residential Credit 
Solutions, has reported that 50% 
of their distressed borrowers, when 
presented with a fully-developed best-
fit loan workout option in this fashion, 
will complete the transaction within 
one business day, and over 80% by the 
end of the second business day. 

Again, servicers can also work more 
efficiently by leveraging technology 
tools like this, allowing them to handle 
greater volume fluctuations with less-
volatile staffing fluctuations. 

Finally, MISMO standards continue 
to provide the foundation for the 

mortgage industry to achieve a new level of data quality and 
transparency, a critical need that was highlighted during the 
subprime meltdown, when investors were faced with trying to 
“unwind” the loan information from multiple layers of complex 
investment vehicles like Collateralized Debt Obligations (CDOs). 
This value proposition received its highest level of government 
recognition to date, with the FHFA announcement of the UMDP 
mentioned above. Loan Origination System (LOS) vendors have 
already added MISMO data standards into their products, and 
will continue to update them to meet each new requirement for 
loan delivery data to Fannie Mae and Freddie Mac. 

Eventually we’ll reach the true tipping point of mortgage 
industry automation, when we achieve a uniform landscape of 
intelligent electronic documents with e-signatures, along with 
a full national infrastructure for e-notarization and e-recording 
(all of you individual Secretaries of State out there, please look 
at the big picture and work together to achieve broad, consistent 
standards!). Those electronic document packages will actually 
become the “system of record” for each mortgage loan. That 
data and the document will become one and the same, and high-
quality loan data will travel with the documents throughout the 
life of the loan. Imagine the possibilities. ❖

Harry Gardner is the Chief Strategy Officer for SigniaDocs. He also serves as the Chair of the MISMO Residential  
Governance Committee for 2010. Harry was previously the Vice President of Industry Technology for the Mortgage 
Bankers Association, and was the President of MISMO Inc. He can be reached via e-mail at hgardner@signiadocs.com.

Eventually we’ll reach 
the true tipping point 

of mortgage industry 
automation, when we 
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landscape of intelligent 
electronic documents 

with e-signatures.
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