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EDITOR’S NOTES
A TRID Success Story

A

s we all know, there are a lot of TRID horror stories. So, this time I
wanted to switch things up and talk about a success story. In this case
LendingQB, a provider of mortgage loan origination technology
solutions, recently found that the majority of their clients felt they were
provided with a TRID-compliant solution by the required implementation date,
with minimal impact on closing dates and cost per loan increases. “TRID was
especially difficult for LOS and document preparation companies,” said Binh
Dang, president of LendingQB. “We believe our success was due to our early
planning and transparent testing process with clients and vendor partners.”
The TILA-RESPA Integrated Disclosure (TRID) required substantial
changes to LendingQB’s loan origination system. “We knew it was going to
be a massive project, so we began planning in early 2014,” said Thinh
Nguyen-Khoa, vice president of engineering at LendingQB. “We set an
internal deadline of June 2015 to give ourselves enough time for testing. We
allocated our resources accordingly and created a development schedule that
allowed us to complete the work in time.”
LendingQB completed the development work according to schedule in June
2015 and began the testing phase. One of LendingQB’s clients, Houston-based
Network Funding, approached LendingQB and offered to serve as a dedicated
testing partner. With more than 40 branches nationwide and over $1.2 billion
in originations, Network Funding had good reason to be proactive about
testing.
"Everyone knew what a challenge it was going to be to implement TRID,"
said Willie Jordan, national operations manager at Network Funding. “We
realized that our LOS technology and other vendor partners were going to be
crucial to our success.”
One of Network Funding’s document providers, Docutech, was invited to
participate in testing and from the beginning, all three companies established
clear guidelines on how the testing process would work. “It sounds cliché, but
we truly worked as a team,” said Nguyen-Khoa. “All three companies worked
as a single unit with a common goal: to meet the October 3rd deadline. There
wasn’t any time for pretense or finger pointing. The need for transparency was
more important than any internal politicking.” v
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Recovery Tips
The Evolution of Data

The majority of mortgage technology platforms available
in the market are built on legacy systems that skipped
generations of functionality.

By Paul Imura

T

he mortgage industry is arguably the
most
data-rich
industry,
but
unfortunately, we struggle with how
to
use
this
data
effectively.
For
example, one mid-sized servicer revealed
that its staff spends upwards of three
full work days a month manually
extracting basic data from its portfolio,
which is a significant amount of time
and resources for little reward. So why
do today’s lenders and servicers struggle
with harvesting the enormous amount of
borrower and collateral data in their
portfolios? One major contributor to this
pain point is the fact that the mortgage
industry’s
technology
platforms
were
designed by function rather than purpose.
The majority of mortgage technology
platforms available in the market are
built on legacy systems that skipped

generations
of
functionality
and,
therefore,
do
not
handle
all
the
needs
of
today’s
lenders
and
servicers, especially when it comes to
data. Unlike many other industries,
mortgage
technology
platforms
have
been
updated
and
then
pieced
together again and again, versus just
being
replaced
by
entirely
new
As
a
result,
these
technologies.
systems silo data, making it nearly
impossible to communicate that data
across
different
systems
and
serve
stakeholders beyond primary business
functions. The mortgage industry also
faces
the
challenge
of
constantly
changing regulatory requirements, which
can slow technology innovation.
Millennials can represent a huge
opportunity for our industry –

Unlike many other industries, mortgage technology
platforms have been updated and then pieced together
again and again, versus just being replaced by entirely
new technologies. As a result, these systems silo data,
making it nearly impossible to communicate that data
across different systems and serve stakeholders beyond
primary business functions.
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representing $1.3 trillion of potential mortgage
originations over the next few years. Given the
Millennial generation is the largest pool of
potential homebuyers in history, the mortgage
industry should take note from other industries and
find a better way to convert this data into useful
output to help improve profitability, efficiency,
compliance and transparency. However, this does
not necessarily require a complete technology
replacement.
Our industry has made great strides in
advancing data utilization. We have gone through
the stages of operational data, canned reporting
views and data dashboards.
It is time to generate insight that will enable
better management for our collective future.
Insight is the last stop on the evolution of mortgage
data. v

Paul Imura is chief marketing officer and senior executive for ISGN, an end-to-end provider of
mortgage technology solutions and services. For more information about ISGN’s servicing and
default solutions, visit www.isgn.com.
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Technology as a Competitive Edge

The TILA-RESPA Integrated Disclosure (TRID) Rule was a game changer.
Now, all title companies must prioritize security and efficacy.

By Jackie Hoyt

Y

ou all know that TILA-RESPA
Integrated Disclosure (TRID) Rule was
a game changer. Now, all title
companies must prioritize security and
efficacy. Technology can facilitate this; in fact,
title and settlement providers who leverage the
latest technology trends will better serve their
clients and their partners. These benefits will
become significant competitive advantages as
the lending environment becomes increasingly
regulated.
By implementing strategic technology
initiatives to support industry regulation, we
have been able to achieve critical efficiencies
and exceed client service benchmarks. Below
are the top four technology initiatives that
have transformed practices at Hillsboro Title
Company.
Hire an IT Manager with industry
experience
Traditionally, title companies have relied on
an outsourced IT resource to provide internal
technological support. While these providers
are able to meet most needs and make sure
your network and equipment is working as it
should, they are not well-versed in industryspecific best practices and regulations. That’s
why Hillsboro Title Company opted to hire a
full-time, in-house IT Manager to advise on all
technology maters. With almost two decades
of title industry-specific IT experience, he can
advise on day-to-day break/fix technological
problems,
but
also
make
strategic
recommendations to improve operations on a
much higher level. Having a person of his
capacity on staff has allowed us to utilize
technology to drive business growth and
exceed customer service goals.
Implement collaborative software that features
real-time updates
In 2015, Hillsboro Title Company implemented

the portal on ResWare (work flow
automation software we adopted in 2009)
—a collaboration portal for all title
company constituents.
Many other
companies use this software, but not to
its fullest capacity—to serve lenders, real
estate agents, buyers, and sellers. Our
model offers a client and partner portal
into which our various audiences can log
in and gain access to the information
most relevant to them. In addition, this
software allows us to leverage third-party
integrations, furthering the automation of
title workflow. For example, real estate
agents
can
upload
or
download
documents, underwriters can quickly see
where an open file is in the process,
and clients can see where the title
process is in real-time. This technology
is even more crucial now in this
heightened regulatory environment because
it reinforces deadlines, timeliness, and
partnership. We are able to tailor
services,
products,
and
subsequent
workflow actions to the customers’ needs
and state requirements.

By implementing
strategic technology
initiatives to support
industry regulation, we
have been able to achieve
critical efficiencies.
Additionally, because real-time information
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prompts proactive response, issues on files
are addressed more expediently. Our lenders
have given this portal and our construction
disbursing software rave reviews because they
can see, in real time, what funds have been
disbursed on a project and the percentage of
construction work completed. This portal has
also served to answer some of our most
frequently-asked questions, providing a more
instantaneous form of customer service.
There are many software options available
to the title industry to engage partners and
clients and improve efficiency. The key is to
do your research and make sure you have
qualified
staff
in
place
to
facilitate
implementation and training.
Employ electronic reconciliation capabilities
Expedited processes have been of utmost
importance since the TRID Rule created
accelerated
processes.
Hillsboro
Title
Company has been able to adhere to the
faster-paced closing cycle, in part, by
utilizing Rynoh Accounting software. While

most companies reconcile accounts every
30
days
with
an
outside
accounting
resource, our accounting program reconciles
multiple accounts for us daily.
Final thoughts
If you are not progressing, by definition, you are
stagnant. As technology continues to advance and
additional regulations are imposed upon the real
estate, lending, and title industries, we must pool
our knowledge of available resources.
What exists out there in the market today that
can make our systems more efficient, our
operations increasingly streamlined, and our
customer service unparalleled?
As we vet and ultimately select technological
innovations, we must invest the time and money
into utilizing them for maximum potential—and
profit.
We are all in this heightened regulatory
environment together; together we can navigate
this new landscape.
And embracing technology will allow for a more
comfortable journey. v

Jackie Hoyt is the CEO of Hillsboro Title Company, a Missouri-based full-service
residential, commercial, and construction disbursement title insurance agent. Prior to
purchasing the assets of Hillsboro Title Company in June 2012, she worked at the company
for almost two decades, rising the ranks from a bookkeeping clerk to CFO and then COO.
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MARKET PULSE
CoreLogic: Foreclosures On The Decline

M

any mortgage execs
continue to watch the
foreclosure rate.
Data from CoreLogic shows
that the foreclosure inventory
declined by 21.7 percent and
completed
foreclosures
declined by 16.2 percent
compared with January 2015.
The number of completed
foreclosures
nationwide
decreased year over year from
46,000 in January 2015 to
38,000 in January 2016. The
number
of
completed
foreclosures in January 2016
was down 67.6 percent from
the peak of 117,743 in
September 2010.
As of January 2016, the
national foreclosure inventory
included
approximately
456,000, or 1.2 percent, of all
homes with a mortgage
compared
with
583,000
homes, or 1.5 percent, in
January 2015. The January
2016 foreclosure inventory
rate has been steady at 1.2
percent since October of 2015
and is the lowest for any
month since November 2007.
CoreLogic also reports that
the number of mortgages in
serious delinquency (defined
as 90 days or more past due,
including loans in foreclosure
or REO) declined by 22.5
percent from January 2015 to
January 2016, with 1.2 million
mortgages, or 3.2 percent, in
this category. The January
2016 serious delinquency rate
is the lowest in eight years,
since November 2007.
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Process Improvement
What Lies Ahead?

I brought together some industry thinkers to talk about what
really happened in 2015 and what's ahead in 2016.
By Tony Garritano

I

t's easy to say what's on your mind. I do
that here every month. So, let's switch it
up. This time I wanted you to read about
what real industry thinkers say about the state
of mortgage lending. So, let's get started.
“Abhinav Asthana, solutions manager at LOS
vendor Wipro Gallagher Solutions, started things
off by saying, “TRID or “Know Before You
Owe,” “is designed to help consumers
understand their loan options, shop for the
mortgage that’s best for them, and avoid costly
surprises at the closing table.” Unfortunately,
borrower trust remains at lower levels today. It is
the hope that these new rules prompt borrowers
to re-engage with lending institutions.
“However, re-engaging the borrower and
rebuilding trust requires more than just
compliance. In order for the mortgage industry to
evolve and unleash their full potential, it must
look beyond the burden of regulation, consider
the essence of the CFPB’s initiatives, and see the
full potential of placing the borrower at the
center of the lending process. Financial
institutions need to do more than adhere to
regulations, they need to incorporate design
thinking into the process.
“In the post TRID environment, the mortgage
industry has a huge opportunity to refocus their
business strategy and ground their approach to
lending with empathy for borrower which will
ultimately lead to competitive advantage. There
is a big opportunity for lenders to bring three
important things together:
provide all the
information that the borrower needs to have
before they decide to close their loans, enable the
right amount of borrower engagement, and, use
design thinking to rebuild what was lost during
the crisis: TRUST.”
Asthana pointed out that, “Borrower TRUST
is achieved with an exceptional borrower
experience which requires a disruption in the
way banks “design” their lending businesses – it
centers on people, process and technology.

Many perceive that design is about making
products more attractive. However, the root of
design pertains to making products more
functional and friendly. Today, many use the
term “design thinking” which is a creative
process that span entire organizations, driven by
the desire to better understand and meet
customer needs. When a business embarks on
design thinking, it requires their firm
commitment to challenging the status quo. For
mortgage lenders and banking institutions that
have suffered through archaic processes and
technology, the application of design thinking is
long overdue.
“It is time to think about mortgage lending
from the perspective of the borrower, design a
vision with the borrower in mind and use the
tools available to bring that vision to life. The
good news is that lenders have an opportunity
to follow the path that TRID has set and
proactively capitalize on digital trends. Greater
adoption of digital in the mortgage space offers
a symbiotic benefit; a connected borrower will
not only want to receive timely information
from the financial institution but also be willing
to use digital channels to provide timely
information and documents which will improve
lender timelines and productivity. This could
be the rise of the new world of lending. TRID
should not be looked upon as a burden but
should help banks and lenders rebuild trust and
digital tools will reinforce the lender’s
commitment to ensuring a convenient,
simplified, and differentiated experience.
“That said, rebuilding trust through digital
technology needs to happen fast to keep the
customer’s business. With dwindling margins
and growing costs, traditional financial
institutions are now facing a problem: their
digitally-driven customers are drawn to the new
world of FinTech bank. Design thinking will
help lenders compete in the new age of
technology and address the ever growing

>
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expectations
of
the
“millennial
borrower.”
Pramod
Karachur,
of
mortgage
servicing
vendor
IndiSoft,
added,
“The
mortgage
industry
has
taken
a
huge
jump
in
2015.
The
much
talked
about
and
debated
TILA-RESPA
Integrated
Disclosure
(TRID)
went
into
effect
and
every
stakeholder
now
has
to
be
compliant.
However,
according
to
what
Richard
Cordray,
director
of
the
CFPB,
told
Congress,
there
will
be
a
delay
in
enforcement
of
this
rule.
This
gives
companies
a
much
needed
grace
period
before
the
CPFB
starts
enforcement.
That
said,
2016
should
be
the
year
the
CFPB
will
start
auditing
companies
for
TRID
compliance.
“In
2015,
the
CFPB
worked
with
industry
experts
on
HMDA
reporting
as
the
agency
expects
that
HMDA
reporting
needs
to
be
streamlined
and
the
appropriate
data
is
collected
should
be
more
relevant
in
any
decision
making
by
regulatory
agencies
such
as
the
Federal
Reserve
Board.
There
will
be
even
more
of
a
push
in
2016
by
companies
to
be
compliant
with
TRID
and
other
regulatory
requirements,
including
the
newly
updated
HMDA
rule.”
John
Walsh,
CEO
of
LERETA
LLC,
noted,
“In
my
view
2015,
was
a
mixed
bag
for
the
lending
industry.
Despite
a
somewhat
slow
start,
the
year
turned
out
to
be
relatively
strong
for
originations
with
mortgage
originations
of
$1.45
trillion
per
the
latest
MBA
forecast.
The
refinance
market
remained
solid
throughout
the
year,
and
the
purchase
market
continued
to
slowly
gain
momentum.
Weighing
down
these
positive
trends
is
obviously
the
on-going
pressure
and
the
increased
regulatory

cost on lenders, vendors and borrowers of tighter
compliance. Notable among this last trend was
TRID and the pressure and cost it imposed on all
of the aforementioned.
We’re also seeing a
growing trend of lenders outsourcing more
business functions to mitigate risk, regulatory
cost and fixed costs.
“Two trends will be noteworthy to watch in
2016.
First, many if not most lenders are
looking to the purchase market as an opportunity
for growth. It seems clear that the new focus on
the purchase market – either from firms that have
not had a purchase focus during the last few
years or from firms that are materially increasing
investment in the purchase market – will
significantly exceed the current growth in the
market now forecasted to be about 10%. It will
be interesting to see how this dynamic changes
the origination mix between community lenders,
independent lenders and large lenders. Probably
most fascinating will be to see which lenders are
successfully attacking the purchase market based
on an internet strategy versus the traditional loan
officer model.
“The second interesting trend will be to look at
how the cost of compliance affects the servicing
market. Estimates of compliance cost on total
servicing costs vary widely, but we’ve spoken with
lenders who say that compliance has added more
than one third to their total servicing cost. The
effect of this increase won’t be entirely evident
within 2016, but that kind of added cost, with
limited or no ability to offset the cost on the revenue
side, should have a real impact on how lenders look
at servicing as stand-alone businesses or as in
conjunction with a lending operation.”
Tim Anderson, director of e-Services at
DocMagic, Inc., a member of ESRA, concluded,
“2015 will definitely be known as the Year of
TRID. In my 30 plus years in this industry, I have
never seen a reg (real or perceived) impact an
industry as much as Know Before You Owe did.
Lenders, vendors, title agents, systems, relationships
and workflows were completely changed and
disrupted and the ripple effect to verify compliance
by investors is just beginning to be felt.
Moving forward into this year, Anderson candidly
says, "I predict 2016 will be the Year of
implementing “e” with 2017 seeing mainstream
volume
and
adoption
by
some
major
players…..finally!” v

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.

Future Trends

The Future of Lending

Today’s mortgage lenders face internal and external
challenges that have given rise to higher costs, increased risk,
and strained customer relationships.

By Roger Gudobba

T

he
film connoisseurs and
armchair futurologists know that
October 21, 2015, is Back to the
Future Day. Many hoped that they could
celebrate that date with a Chicago Cubs
World Series win, as predicated in the 1985
iconic movie. The Cubs have not won a
World Series since 1908 or even played in
one since 1945. Unfortunately, the New
York Mets eliminated them in the National
League playoffs. Maybe next year!
So what does all of this have to do with
mortgage banking? This made me realize I
have been in the mortgage industry for
almost 30 years. During this time there
have been numerous forecasts predicating
the elimination of paper and the adoption of
a completely electronic mortgage with esignatures. This evolution has been slow.
Until now!
Quicken Loans starts with why: Last
month I made a case about why I was so
intrigued about Simon Sinek’s book, Start
with Why. My goal was to provide my
readers with something that would pique
their curiosity and in turn stimulate them to
look at things differently. I made a number
of references to Apple Computer because
they embraced the concepts presented in
Sinek’s text. Imagine my surprise when I
read the November 24, 2015, press release:
“Quicken Loans Launches Revolutionary
End-to-End
Online
Product
‘Rocket
Mortgage’ Transforming How Customers
Experience the Home Loan Process.”
Well, I don’t think this happened as a
result of my article since “more than 500
Detroit-based developers, designers, QA
technicians and business analysts from QL
Labs — Quicken Loans' technology
innovation team — have worked for over
three years to completely redesign the
highly complex mortgage process.” Bill

Emerson, Quicken Loans Chief Executive
Officer went on to say, "Today, we took
another monumental leap forward with the
launch of Rocket Mortgage, which brings
simplicity and clarity to the home loan
process like never before, while delivering
solutions at unimaginable speed." Linglong
He, Quicken Loans Chief Information
Officer, further added, "Rocket Mortgage
simplifies the largest, most complex and
important
financial
transaction
most
consumers experience in their lifetime." So
why do I think this relates to Sinek’s
book? Typically, a company starts with
what they do, how they do it, and why
they do it. As Sinek suggests, “Let’s look
at this sequence in a reverse order.”
WHY: Everything we do, we believe in
challenging the status quo. We believe in
thinking differently.
HOW: The way we challenge the status quo is
by making our products beautifully designed,
simple to use and user-friendly.
WHAT: We happen to make great software.
This is what Apple did and I imagine this
was how Quicken envisioned it. Quicken
Loans has been the clear leader in mortgage
technology for almost two decades and
‘Rocket Mortgage’ is more than just an online
application. In the eight minutes it takes a
space shuttle to reach orbit; Americans will be
able to receive a full mortgage approval online.
The evolution revolution has started!
Why is this noteworthy? If mortgage lenders
are going to survive they will need to
transform their operations, leveraging new
processes, technologies and services to meet
the expectations of regulators and consumers
while staying cost-competitive.
I recently had the opportunity to read KPMG’s
excellent whitepaper, Reinventing Mortgage
Lending. I would like to share some of their
insightful thoughts on today’s challenges.
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Mortgage origination continues to be a 20th
century experience: paper-based, complicated, and
plagued with time-consuming processes and slow
turnaround times that only become more frustrating
for consumers already accustomed to the
convenience of our New Media age. Productivity in
mortgage origination has declined while its cost has
escalated at an astonishing rate: nearly 400% over the
last ten years. Underwriter productivity has
plummeted to a rate five times lower than it was ten
years ago. In 2005, applications per underwriter were
at 165 and in 2014 that dropped to 33 applications
per underwriter. Cost of servicing is predicted to
double. Consumer experience, customer service, and
lender reputations have all suffered as a result.
KPMG cites likely causes for this state of affairs,
and it is interesting to note that these might as easily
be mistaken for problems in the manufacturing
industry: lack of central control, inadequate use of
automation, and dependence on isolated, incomplete
data silos. In a best-case scenario, this results in
costly and time-consuming maintenance activities.
Worst case? The industry has a built-in handicap
whenever it needs to systemically respond to change.
Complex regulatory mandates have driven lenders to
layer new (and typically manual) processes and
procedures on top of the existing labyrinth.
KPMG predicts that the current linear, assembly-line
process for transactions, with its multiple steps and
hand-offs, single-threading of mortgage files, and
management of exceptions as a normal part of
processing, will be reengineered so that mortgage
files are routed electronically based upon borrower
and transaction characteristics. Automation will
manage routine actions as well as more complex
evaluations. ”Structuring operations around decision
management as opposed to process management will
assist in breaking the linear exception-based nature
of current mortgage processing. Borrower
transactions can then be automatically processed
based upon terms and characteristics, enabling
straight through processing for the majority of
borrowers.”
The single assembly line mortgage origination
process, with its inherent dependence on
cumbersome paper documentation, KPMG states, is
ready to be replaced with rules-driven technology
and services that support the following:
>> Processes that are dynamically tailored based
upon transaction characteristics and a borrower’s
profile, needs and desires.
>> Multiple access points (web, mobile, phone, inperson) according to needs, expectations, and
suitability.
>> Transparency and visibility into the origination

process and continuity of communication.
>> Services, tools, education and expanded options
in mortgage programs, terms and varying levels of
service.
Summary: Our current mortgage origination
technology was designed for another era, with
constraints and objectives that are out of synch with
today’s environment. The mortgage orientation
process must be re-engineered to focus on the
consumer, simplifying the process and configuring
it based on the borrower’s situation.
It is clear that regulators are calling for a more
consumer-centric approach to lending, and it is just
as clear that this is creating challenges for lenders
even as consumers are developing new expectations
for how and when they conduct business. Twentyfirst century consumers are no longer confined to
lenders with a brick and mortar presence in their
local area. Consumers instead are discovering
online options, with lenders that are effectively
leveraging technology and advanced processes to
provide virtual (and great) customer service.
Consumers continue to enjoy an ever-growing
diversity of options in conducting business.
Technology is the key to transforming the
mortgage origination process. Here's why:

>> Decision management/automation (business
process and business rules management)
>> Data/content management and business
intelligence
>> Data integration
>> E-doc and e-sign
Adoption of mortgage industry (MISMO) data
standards will help us take great strides forward in
the integration of service providers and other thirdparties, including the GSEs. v

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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A Period of Transformation

Organizational cultures can grow stale over time. Success itself
can generate complacency.
By Michael Hammond

A

s the saying goes, there’s never a dull
moment certainly applies to the mortgage
industry. Since the 2008 crash a lot has
changed and more will change going forward.
We’ve seen an onslaught of new rules, new
documents, new regulatory watchdogs, etc. Also,
we’ve moved to a purchase market whereby
lenders are fighting more fiercely for every deal.
As if that isn’t enough, there’s also a generational
shift in which lenders are looking to target and
serve younger borrowers. Have I missed
anything? I’m sure that I have, but the point is
clear: the mortgage business is being transformed.
So, how do you keep up? How do you
transform your business to be the biggest winner?
In the article entitled “Trying to Transform Your
Business? Your Culture Will Determine Whether
You Succeed or Fail,” by John Mattone, he says
that, “our company culture is the unique
collection of values that defines for your
organization what is and is not tolerated,
accepted, and lauded. If corporate change sounds
difficult, that's because it is. 75% of business
transformations flat-out fail. But difficult doesn't
mean impossible. We have discovered that the
biggest impediment to achieving a successful
corporate transformation effort: Culture!”
He goes on to suggest that with the help of
culture transformation consultants, organizations
are able to change mindsets, decisions, and
behaviors that define culture. Cultural change
must be supported by those at the top all the way
down the organizational chart so everyone can
make changes and practice them until they
become automatic.
Why Companies Resist Change
Even when there are clear reasons to change,
organizations can be resistant. Whether your
company is laid-back or strictly by-the-book,
introducing cultural change - even with the
expertise of a culture change consultant - can be a
long, challenging process. Corporate culture is a
unifying dynamic, and even if you don't love it,
you're familiar with it. Change can be threatening.

Besides unfamiliarity, sunk costs are another
reason many organizations resist change. This is
particularly true if the organization has invested
significant time, effort, or money in pursuit of
certain business goals. Cutting losses and trying a
different approach will almost certainly meet
with resistance. But the costs of change don't
decrease if the organization refuses to act
altogether.
Knowing When Culture Change Is Necessary
What results do you want your company to
achieve? If everyone continues doing what
they're doing now, are such results possible? If
not, cultural change is necessary. Furthermore,
organizational cultures can grow stale over time.

Success itself can
generate complacency,
as can leaders who
overestimate their own
importance.
Success
itself
can
generate
complacency,
as
can
leaders
who
overestimate
their
own
importance.
When this happens, competitors have
a
great
opportunity
to
get
ahead.
Bringing
in
a
culture
change
consultant
adds
legitimacy
and
seriousness
to
company
leadership's
words about wanting change.
Another sign company culture is due
for
change
is
when
employees
act
differently when the CEO is around
than when he or she isn't. Strong,
effective
company
culture
leads
employees to act consistently whether
or not anyone is watching.
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Positive Changes Successful Culture
Change Can Bring
A strong company culture has countless
positive effects, including an often
significant labor cost advantage. Think about
the lists of "Best Places to Work" and the 14
companies I cite in my next release: Cultural
Transformations: Lessons of Leadership and
Corporate Reinvention. Companies like
Zappos, Google, Apple, Wegmans, Graybar,
Genpact, and Virtusa. These are typically
places with strong, identifiable corporate
culture, and valued employees are more
likely to refer people they know who fit the
culture when employment positions open up.
Another tremendously positive change that
can result from cultural change is better
loyalty among both employees and
customers. Think about the brands with the
most loyal fans, like Apple. Any corporate
culture looking for this level of customer
loyalty simply cannot tolerate ineffective
behaviors among leaders or front-line
workers.
Requirements for Successful Corporate
Culture Change
To know which direction to go, corporate
leadership has to define what they want the
desired culture to be like and reasons why it's
necessary to get there. A corporate change
consultant can't be of much help if company
leadership isn't specific about the outcomes it
wants.
Measure, measure and measure again.
Yes, culture can be measured. The problem
is only about 15% of global companies
measure the health and vibrancy of their
culture. By comparison, 75% of global
companies measure engagement levels of
their employees. Yet, it is culture that drives
engagement. Therein lies the problem. Most
companies are not calibrating and addressing
the "leading indicators" that drive
engagement and ultimate operating success.
It's also necessary to define for every
employee why it's in their personal interest to
embrace cultural change. Everyone needs to
be able to envision the benefits of cultural
change so they're motivated to make the
necessary changes in their day-to-day work.
But cultural change doesn't mean throwing
everything out. There may be ways the
current culture works well and can help

achieve organizational goals. In these cases,
recognizing those cultural touch points can reduce
everyone's change-related anxiety. But company
leadership must support the desired culture through
rewards systems, performance management, and
training for change to really gain traction.
Corporate Culture Exists Whether You Define
It or Not
Whether you articulate it or not, your organization
has its own culture. When corporate culture is
ignored, it might evolve in a way that's good, but
then again, it might calcify into a culture that drives
away your best people and stifles improvement
efforts. Know the goals you want the organization
to achieve and learn what changes are necessary to
achieve them. Change is hard, but nothing
worthwhile is easy.

More and more business
leaders are beginning to
recognize the necessity of
culture when it comes to
creating and sustaining
long-term growth.

Culture was long thought to be
merely a 'soft' resource in the corporate
equation.
However,
more
and
more
business leaders are beginning to recognize
the necessity of culture when it comes to
creating and sustaining long-term growth
and change. What is the key to creating
a strong business culture? Leadership. The
best cultures start with CEOs who set
the tone for the rest of the company,
guiding others through the often difficult
process of corporate transformation.
So,
Mortgage
Lender
CEO
and
Mortgage
technology
Vendor
CEO
the
burden is on you to transform your
business for the better. v

Michael Hammond is chief strategy officer at PROGRESS in Lending Association and the
founder and president of NexLevel Advisors. NexLevel provides solutions in business
development, strategic selling, marketing, public relations and social media. He can be
reached at mhammond@nexleveladvisors.com.
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We Don’t All Have
The TRID Blues
Rather than spending our time complaining about TRID, we
view compliance with the new disclosure rules as an
opportunity.
BY SCOTT ALEXANDER

Since the integrated mortgage disclosure rules went into
effect last October, there has been a nearly daily deluge of
horror stories in the mortgage media about lenders
and real estate agents having to delay deals because
they were unable to have the loans in compliance
by the scheduled closing date. And many
investors say they’re rejecting loans for
purchase because the mortgage loans
don’t comply with the new TRID
regulations.

I’m happy to tell you that not all
of us are experiencing this pain.
Either we’re operating on a different
planet from the rest of the industry,
or we’re doing something right. We
like to think it’s the latter reason.
Rather than spending our time
complaining about TRID, we view
compliance with the new disclosure
rules as an opportunity to better
serve our customers and take market
share away from our competitors.
It’s working. The changes TRID
brought
to
our
industry
fundamentally changed many of our
basic workflows for the better and
are now an important part of how
we think and how we get new
business.
Less than three weeks -- 17
working days to be exact – after our
first purchase loan under TRID was
received last year, we closed it and
funded it. Since then we’ve been
closing loans on time – within 30 to
45 days – as we always have.
How did we do it?
Three simple words: Training,
training, training.
Be prepared
We realized early on that the
changes mandated by TRID would
require intensive employee training
and
loan
origination
system
enhancements. We dedicated a
tremendous amount of time and
money towards making sure our

operations were prepared, and we
continue to learn and get better at it.
Our compliance manager did an
outstanding job making sure everyone
in our operations – from information
technology
to
underwriting
to
processing to closing to the audit
department – knew what was coming
and was trained properly on the
changes and knew exactly what they
meant.
We made sure that our people
were invested in making sure we got
it right. We didn’t want to see delays
in our closings because we wanted to
maintain the momentum that we had
gained over the previous two years to
grow our brand and continue to serve
the clients that we deal with on a
daily basis. From the originator who
takes the initial loan application to
the post-closing department, we all
have the same sales-driven focus on
closing loans on time, every time.
Once we felt our operations people
were ready, we then took it to our
loan officers and retail branches and
made sure they were properly trained.
Delayed closings are not acceptable
The first thing we had to do was
dispel from the notion that we would
no longer be able to close loans
within the customary 30 to 45 days.
Everyone in the industry, it seemed,
had been led to believe that the new
norm under TRID would be 60 to 90
days. That was not acceptable to us.

Instead, we explained the process
and made sure our LOs understood
what was important that had to be
done and to work with our operations
people to continue to meet those
closing dates and minimize the effect
on the borrower as much as possible.
We are still closing loans within 30
to 45 days of contract. If a borrower
doesn't cooperate or we get bad
weather or a weak appraisal, that
might delay the closing by a few days,
but for the vast majority of loans we
are meeting closing within 30 to 45
days.
Taking it to the Realtors
From issues that were brought up
during our training sessions and
suggestions we got from our sales
force, we then decided to offer
training sessions to educate real estate
agents in our retail markets. You'd be
surprised by how many Realtors
lacked the knowledge or training on
TRID.
We met with real estate agents in
groups as large as 65 to offer training
to them on what they needed to do to
make sure we could close on time.
Our training alerted them to
potential problems that could delay
loan closings. Now, if they know
what's going on and if they do come
across a road block or a hiccup, they
will understand why the problem
happened and what they can do to
avoid it next time. They still strive to
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meet the closing date, but they are
now willing to tolerate a short delay
because they understand why it
occurred rather than being completely
in the dark.
Not only did the Realtors walk
away with a greater understanding of
the regulations, but as a result of our
training we have been able to pick up
business from several agents who have
referred more of their clients to our
LOs because they have confidence that
we know what we have to do to close
on time. How we perform under TRID
will be a key reason why a referral
partner will choose us over another
lender.
What’s left after training? Hands-on
training, with “live bullets.”
Once we started to get actual loan
applications that had to be settled
under the new rules, we continued to
train our team to make sure that any
errors that were being made don't
happen in the future.
The role of technology
What role does technology play in
TRID compliance? It certainly has an
important role to play, but not as much
as human training.
Our IT department made sure that
the loan origination system we use,
Encompass, was up to speed. We
attended many off-site Encompass
training sessions to make sure we
understood how the rule changes were
going to impact our LOS and how we
work with it.
You certainly have to be comfortable
with the technology you are using, but
even more critical is making sure the

the data you are entering into the
system is correct and compliant. You
can’t rely completely on the technology
without first making sure the people
who are entering the data understand
what they are entering so they can
double-check what the LOS is telling
them-- and if something is in error, they
can fix it. You've got to have the
human understanding first and not rely
completely on the technology to tell
you that it's right or wrong.

30 percent to 40 percent of their
loans.
We’ve seen the reports that some
big loan investors are reluctant to buy
loans that have TRID defects,
including a major bank buyer that
reportedly has been rejecting 90
percent of mortgages being offered to
it because they contain TRID errors.
We have not had any issues with
getting our loans purchased by
investors and aggregators. Since TRID

About the Author

Scott Alexander is the Operations Manager of
Assurance Financial in Baton Rouge, Louisiana. After
working with Wells Fargo for 18 years in the consumer
finance, mortgage and banking divisions, Scott joined
Assurance in 2010. His primary task initially was to
create an internal underwriting department and to
obtain full USDA, FHA, and VA underwriting
authority.
The issue that we've seen with
companies that are still struggling with
TRID three months later is that they
didn't invest the time and money in
training their employees in how to
input data into their system so it
comes out with compliant results.
Loan sales? No problem
Do we still have some problems
dealing with TRID? Yes. We still have
some disclosure bugs to fix. We still
have questions regarding mortgage
insurance. We do have issues with
about five percent of our loans. But
from what I hear from others in the
industry, they're having trouble with

became effective last October, we
haven’t had a single loan rejected for
purchase because of a TRID defect
relating to an operating system error. In
fact, we have not had one closed loan
deemed ineligible for purchase.
I saw a great quote the other day from
Ralph LoVuolo Sr., a mortgage industry
coach, that perfectly summarizes what
our approach to TRID has been all
along.
“The issues are not the laws, rules or
regulations that are imposed by the
government,” he said. “The issue is
proper training. Training is always the
issue.” v

Commercial Lending Resurgence
Loans to commercial and industrial firms rose 8.5% in the first quarter
of 2015 and this sector is all set to outpace residential mortgages soon.
BY ASHISH DESHMUKH AND KAUSHAL VERMA

Commercial Lending in the United States has been a roller-coaster

ride over the past few years. It remained the most profitable business
arm for banks till 2008, when the financial crisis came along as a huge
reality check. The global meltdown brought with itself sweeping changes
that transformed the operational and strategic framework of this critical
financial instrument forever.

The focus on the customer and the
top-line growth clearly got sidelined,
while a wave of skepticism seeped in,
pervading all through. This skepticism
was characterized by the prioritization
of risk management and compliance
measures over customer experience and
operational
responsiveness.
The
processes became rigid and strenuous
as the internal business policies got
aligned with the tight external market
conditions.
An
air
of
sheer
conservatism gripped the commercial
lending market, from Corporate and
Industrial Lending to Commercial Real
Estate, Equipment Financing, and
Consumer and Small Business Lending.
Recently, however there are clear
signs of revival as the international
markets
have
consolidated
and
diversified. In a sign of increased
confidence, large, small and foreignrelated banks in the United States
increased commercial and industrial
loans at double-digit rates in the last
year. Loans to commercial and
industrial firms rose 8.5% in the first
quarter of 2015 and is all set to outpace
residential mortgages soon according to
the data released by Federal Deposit
Insurance Corp. Commercial Lending
has also gained ground within the
“smaller” domestically chartered banks.
This is one of the best showings in a
long time.
However, there is an all new set of
challenges that awaits them as they gear
up for this battle to remain competitive
and compliant.
>> Regulatory oversight has intensified
significantly, and managing new and
evolving requirements is a challenge –
particularly from the perspective of
accurate reporting requirements of
Dodd Frank and CECL
>> Risk management is becoming a
holistic
process
across
lending
institutions,
requiring
more
standardized processes and better
understanding of exceptions
>> Aggressive competition from other
banks and emerging non-banking
lenders is a threat
>> New and upcoming sectors are
providing opportunities with immense
potential that cannot be neglected
Business Transformation – The Need
of the Hour

The recent turn of events augur well
for banks and financial institutions
globally. They also create a
compelling need to steer away from
the shadows of 2008, and rope in
incremental changes that deliver a
competitive advantage to banks early
on in the rapidly stabilizing economic
environment. Slowly by surely, most
forward looking banks have shed the
self-imposed ‘cocoon’ that implied
limited target markets and lack of
process innovations. They are now
moving towards modernizing the
commercial loan origination function
by relying on proven technologies and
trusted domain experts to transform
their businesses. By doing so, they
aim at achieving a balance between
the need to reduce operating costs and
risk with the need to win more
customers and expand profitable
relationships.
Multiple stakeholders involved in the
commercial lending lifecycle have
distinct set of expectations from such
transformation.
The Three Choices
Banks may adopt one of the three
technology choices to meet the above
imperatives.
The Traditional Approach Building an Enterprise Application
Large Banks can leverage hard coded
enterprise applications or systems to
manage the policies, processes and
structures within the commercial
lending process. They have to develop
an in-house application by setting up a
team and corresponding infrastructure.
These monolithic applications are
hardcoded and do not support process
level changes associated with the
evolving market dynamics and
regulatory compliances. Moreover,
These solutions provide automation
only in certain aspects of the process
and not end-to-end automation. Any
change introduced at a later stage can
be a costly and time consuming affair,
prolonging the time to market and
compromising the business and
operational agility.
The Point Solution Approach
A point solution would possibly
address the current needs of the bank
with regards to the automation of the
commercial lending process.

However, it will not allow the bank
to
introduce
incremental
improvements by limiting the
flexibility of process changes due to
its rigid solution architecture. Also,
with disparate systems to work with,
employees will not be able to function
at the productivity levels that they are
capable of.
The Transformative Approach –
BPM Based Solutions
The pervading technology which bears
the capability of an end-to-end
transformation of commercial lending
processes is a framework based
approach called Business Process
Management (BPM). It has the
inherent benefits of both "build" &
"buying of the shelf" along with the
adaptability to business stakeholders
to drive the solution based on their
business strategy & regulatory
compliance level changes.
The BPM platforms consist of
configurable components like the rules
engine (BRMS) to store the credit
policies, Document Management
System (DMS) and workflow which
enable businesses to run processes
they want rather than what the
application demands. Customizable
user interface, seamless integration
with third party software & mobility
framework further enhance the
productivity levels.
Whether it is the question of
increasing
profitability,
ensuring
business agility, reducing business
risks
or
enhancing
customer
experience and satisfaction, BPM can
deliver by focusing on continuous
process improvement and operational
flexibility. It helps banks meet both its
short and long-term objectives.
Why BPM
BPM facilitates collaboration between
business and IT providing the bank
with levers to implement a future
ready solution, which enables:
>> Automating the lending approval
process
and
implementing
an
optimized workflow, that enables
improved
TAT,
predictability,
transparency and better decisionmaking
>> Segregating tasks to enable the RM
to focus on sales and passing nonvalue add data entry activities to back

office/operations teams
>> Building a wrapper layer over all
existing loan systems to give
stakeholders access to all relevant
information centrally
>> Digitizing the proposal to online
forms. This facilitates capturing
information in an actionable format and
reproducing it in a Word / PDF
document in the bank’s defined format
for user reference
A BPM based integrated platform
supports the entire credit lifecycle as well
as exploit new delivery channels. This
improves the efficiency and performance
of all lending business units, which
ultimately
increases
customer
satisfaction across the entire credit
lifecycle.
5 Things to Consider while
Implementing a BPM Platform
What banks should be looking for during
BPM selection and implementation, is
recommended to be based on the
following criteria:
1.) Power in the Hands of Business –
The ability to change and modify
processes according to the market needs
and business strategy is a vital cog in the
wheel. Banks must look for platform
based solutions that offer this agility
within their core framework, without the
need
for
massive
IT
driven
customizations.
2.) Business Impact Analysis – Banks
must roll out the enterprise wide process
transformation in a smooth manner,
leveraging the existing infrastructure as
much as possible. The training and
complexity involved in the rollout must
never go overboard or overwhelming for
the business.
3.) Quick Time to Market New
Products – Implementing a BPM
platform is not just an IT infrastructural
change. It must transcend both business
and
technology
to
align
the
organizational processes with the market
dynamics. Simply put, it must support
quick transitions in product and service
offerings
4.) Enterprise Level Collaboration:
BPM framework must have the
capabilities which facilitate distinct
business units (LOB’s) and systems to
talk/interface to multiple underlying
applications seamlessly. This inter-

The ability to
change and modify
processes
according to the
market needs and
business strategy
is a vital cog in
the wheel. Banks
must look for
platform-based
solutions that offer
this agility within
their core
framework.

operability is critical for creating
efficiencies across key decision
making scenarios.
Integration with third party credit
agencies & core solutions (jack
henry ,Flexcube, Moody’s etc.) must
be a salient feature of the project
5.) Unified View of Group Level
Risk Exposure - The BPM platform
must provide a holistic set of
analytical tools at every stage of the
process to assess the risk associated.
Real-time process monitoring along
with model driven risk assessment
systems can enable this key business
need.
The current positive sentiment of
the
market
complimented
by
rampant industrial growth across
most sectors clearly indicate the
need to take bold steps.
Banks and financial institutions
must not shy away from the
imminent need to adopt advanced IT
systems
that
support
business
innovation.
With BPM driven agility and
process visibility, the fear of the
unknown
perishes,
allowing
organizations to undertake this
transformation head on. v
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Five Principles for

Building Lasting Business Relationships
You must be open-minded and think long term. After all, people you have
not yet met may hold the keys to a new business.
BY JOHN DETWILER

Building long-term relationships can seem complex. There is seemingly

endless, often varying, research on the topic, and the only thing that seems
clear is that there is no one-size-fits-all approach.

I’ve spent the past 17 years
developing relationships with lenders,
technology firms, government entities
and coworkers across the country,
while consistently educating myself
on the latest research and trends.
Perhaps more even more influential
was spending my teen years in
Israel,
experiencing
completely
different circumstances and speaking
a completely different language.
Coming back to the US was far and
away one of the toughest transitions
I have experienced in my life. To
this day, interpreting the meaning
behind what someone is saying
forces me to actively analyze and
read between the lines in a way that
I noticed most other Americans do
not.
What I’ve found is that
relationship-building
and
interpersonal communication requires
a foundational framework. Often,
your ability to create – and maintain
– relationships has a direct
correlation
to
your
success.
Questions like, “how do I form real
relationships with my customers?” or
“how do I connect with my boss?”
are common. To answer these
questions – and many others like it –
I have identified five principles of
creating relationships that last:
1.) Listen
2.) Accept
3.) Respect

4.) Care
5.) Trust
I have intentionally listed each
principle in the form of a verb.
I
find that actively employing these
factors is the only way to create
long-lasting
relationships.
To
strengthen
existing
long-term
relationships, you can tactically add
these principles as needed, though it
is likely that most - if not all - of
these principles are already in place.
For new relationships, you must be
open-minded and think long term.
After all, people you have not yet
met may hold the keys to a new
business opportunity or partnership.
Look at meeting new people as an
opportunity. First impressions are
everything.
When we meet people, there are
many exterior factors at play: Is this
a business relationship or a personal
relationship? What is their knowledge
and expertise? Where are they from?
What major events have they
experienced in their lifetime? The list
is virtually endless. No two people
are alike. How they communicate,
and how they perceive others will
vary from person to person.
Employing the techniques listed
below will help ensure you put your
best foot forward when meeting
someone new.
Listen. This ancient, unfortunately
underutilized, art is the ability to

engage all of your senses at once and
pick up on the complete environment.
This means using your eyes to pick up
on body language, your ears to hear
what the person is saying and the tone
in which they are saying it, and your
mind to process all of this into a
complete picture of what the person is
– and isn’t – saying. Below are the
steps I use to ensure I am in maximum
listening mode.
First, clear your mind of distracting
thoughts. You can do this by writing
down your ideas and key points
beforehand. What do you want to
learn from this meeting? What key
points do you want to convey? Be
quiet and allow others to speak and
finish their thoughts. Be open-minded
and stay focused and receptive to the
topics and shared thoughts. This is the
most important part; people can tell
when someone is focused on what
they are saying or if they have already
made up their mind without actually
listening.
By actively listening, you will be
able to better understand the person
you are meeting with and the topic at
hand. You will likely have more
relevant questions, increasing the
productivity of your interactions. The
possibility of misunderstandings as the
relationship unfolds will also be
minimized.
Accept. This learned behavior, if
employed correctly, will vastly

improve both your professional and
personal relationships. Accepting is the
ability to recognize other’s values,
and
behaviors
without
beliefs,
introducing negative judgments or
prejudices.
In a society where media forces
opinions on us daily, and everyone
seems to post their opinions at will,
acceptance can be weakened over
time. Think of acceptance as a muscle
to be developed. Focus on similarities.
You may be meeting people from
different countries or from other
industries with different interests and
needs. Be sensitive, and always remain
willing to grow and learn from those
with different perspectives from your
own.
Respect. Accepting and respecting are
closely tied. Be authentic in your
discussions with others. Recognize
people’s interests, needs, and - most
importantly - feelings. Of course, not
everyone who portrays feelings and
needs is being honest with his or her
intentions, but giving respect will help
you begin to see through any falsities.
When speaking with someone in
person, speak clearly and face them.
Use your parent’s old lessons of being
polite and kind. While you’re at it, go
ahead and smile - it’s all about your
attitude. Respect also means the ability
to compromise as opposed to seeing
only black and white. Working
towards a solution will lead to
relationships that last.
Ultimately, respect will promote
dignity and the feeling that everyone
adds value, leading to the belief that

everyone has something to contribute.
Care. This is one of my favorites.
Care shows a genuine interest in the
wellbeing of those around you. If you
truly care about the people you meet
and work with, it no longer feels like an
obligation to form relationships.
For some, this may be the most
challenging element to implement. The
more you work towards caring, the
easier it will be over time. Show your
emotion when it is appropriate; be
excited for the people around you.

Think of
acceptance as a
muscle to be
developed. Focus
on similarities.
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Connect with your own emotions,
and be true to them while not letting
them drive you. Be generous, giving
more than is expected when you can.
Caring promotes a deeper engagement
with those around us. The by-product
of care is loyalty and trust.
Trust. Be willing to demonstrate
authenticity, honesty, reliability, and
competency in the service you
provide. Stand behind your visions
and convictions. Be accomplished and
dedicated to yourself and your work.
Build trust by following through with
your promises. Use common language
and develop an understanding of, and

appreciation for, the cultures of those
you are forming relationships with.
Learn their values. This will ultimately
promote
long-term,
successful
relationships through the safe exchange
of ideas and issues.
These principles will only work if you
are open to forming new relationships.
Over time, each of these will become a
habit, requiring less active work on
your part. Over time, if practiced, each
will become an integral part of your
work ethic. Give respect as a starting
point, learn from acceptance, and listen
to what you find. Your relationships
will flourish. v

Standing Up
For What's Right
Rebecca Walzak looks back at
her career and how she has
impacted the space. She also
looks to the future of
mortgage lending.
EXECUTIVE INTERVIEW

Rebecca Walzak has an outstanding
track
record
of
developing,
implementing and rejuvenating all
phases of risk management. For
example, as one of the first
employees at Prudential Home
Mortgage, she developed the national
closing
program,
the
risk
management and reporting program
for third party correspondents and
restructured
their
regulatory
compliance and quality control
programs. Moving to national bankowned mortgage operations provided
the opportunity to implement
innovative programs in quality
control and provide leadership in
developing
risk
management
programs. She is a true visionary.
Here's how she sees the future of
mortgage lending:

Q: You are probably one of the
most well-known women in the
industry but rarely recognized for
your contribution. Why do you
think that is? Do you see the role
for women changing in the
industry?
REBECCA WALZAK: I think one
of the primary reasons is that women
have not been recognized for their
contribution. The people that get
recognized are in production. We have
had two women be MBA president, so
it is very clear that women are not
recognized as leaders. Women are in
the back room. They are the
underwriters. They are the QC people.
They are the people behind the scenes
that make things worked. I was told
point blank that the reason that people
don't pay attention to QC is because
it’s run by women. As a matter of fact,
we now have a lot of women in
production, but they are not in the
senior positions. The people in the
senior positions are baby boomers and
they were brought up to believe that
the man is in charge. That’s how our
generation works. Women have
stepped forward to try and change
that, but stepping forward isn’t always
in our makeup. Also, production
makes the money. So, if the women
are in underwriting and QC, we’re
working to make sure things don’t
happen. We can have good, healthy
production and do things the right
way. However, I do think we’re
getting there. I may not get
recognized, but the women that come
after me might get recognized.
Q: You have been in the business
for a long time, a large part of that
time in Risk Management. What
changes have you seen in the area of
risk management?
REBECCA
WALZAK:
People
didn’t know what risk management
was when I started. People did not
create their own risk appetite, they just
followed Fannie and Freddie. People
now understand that if you don’t
produce loans the way you say you’re
going to, you’re going to be in trouble.
The industry has grown and matured.

Industry Predictions
Rebecca Walzak thinks:

1.

We are in a rising
interest rate
environment that may
slow down growth,
but it won’t have a
devastating impact.

2.

Baby boomers are
going to want to
dispose of their home,
which will add new
housing inventory and
a demand for
financing.

3.

T
 he CFPB has to be
more precise. You
can’t have regulation
by litigation.

Mortgage was a department in a bigger
company. We’ve seen the growth of
wholesale
and
other
channels.
Consumers also recognize that you
don't have to go to a traditional bank to
get a mortgage. Also, when I started
you didn’t securitize, the bank that
originated the loan held it and serviced
it. The industry has gone from a
cottage industry to a national industry.
Q: You hold a CQM (Certified
Quality Manager). What exactly is
that and how does it influence the
way you view the business?
REBECCA WALZAK: A CQM is a
certification for learning the discipline
of producing quality services. It’s
about understanding risk, testing for
risk, etc. You have to look not at the
product, but at the process as a whole
as to ensure that the products are being
produced a certain way. Quality
management is much broader. It goes
into
rationale,
supply
chain
management and everything that goes
into ensuring that the product is
produced a certain way. When I got my
certification, it was very auditing
focused. You would look at one loan or
one loan product at a time, isolate
things that need to be fixed and send it
back. This approach has created an
adversarial relationship between QM

and production and it doesn’t solve
the overall problem because you are
not analyzing the process that went
into making that loan. When I was
at MBA, I asked to see their quality
management curriculum and they
had nothing. They had just one
course. The reason why the private
market isn’t coming back as it
should is because they don't have
confidence in how the loans are
being produced and the reps and
warrants. So, if we can get this
right, I think it will be a great thing
for the industry.
Q: You have been a strong
supporter of quality control for
many years. What influence do
you feel you have made in that
area?
REBECCA WALZAK: There are
days when I want to beat my head
against the wall and say that my
career has been a waste. However, if
I wasn’t out there talking about a
different way of doing things, we
wouldn’t even have what we have
today. We wouldn’t have the
networking for QC people to reach
out and talk to other QC people.
There is now a subcommittee within
the MBA. So, I think we are going
to see change. We are going to see
a
movement
toward
this
methodology.
Q:
What
are
appointments?

your

dis-

REBECCA WALZAK: My biggest
disappointment is that I still have to
fight in a production environment to
make management understand the
value of QC. Management still see it
as a cost of doing business and not
a real value proposition. Lenders
want to know how much money
they are saving for every dollar that
they are investing, but you can’t put
a price on QC. We’re starting to
see QC people move into senior
positions.
I
give
Chase
and
Prudential a lot of credit, but some
lenders are so production based and
they’re outsourcing QC just to say
that they are doing it. I would also

like the GSEs to reach out to me and
others to see what works best. I asked
them how many people they’ve
terminated because they don’t have
QC. If they focused more on action,
instead
of
just
making
pronouncements, the QC would
change.
Q: What is your focus these days?
REBECCA WALZAK: The mantra
these days seems to be review, review,
review and then review some more.
This is counterproductive and contrary
to the objective of a quality
manufacturing process. I have been
developing a QC program that is
focused on reducing costs and
identifying ways to make the results
meaningful. For example, every
manager wants to know “How do I
compare to other lenders” so I have
developed an industry benchmarking
tool available to everyone that
normalizes the information and allows
subscribers to actually compare
themselves to others in numerous
ways.
My second focus is educating QC
people. The idea that you are educated
and certified shouldn’t be foreign.
There should be increased gratification
for those that know their craft. It’s not
just six sigma alone. You have to be
trained on the process before you can
do a root cause analysis on every loan.
That’s ludicrous. You have to
understand the process and statistics
behind everything. From there you
have to formulate a correction where
we put forth a solution, decide on a
change and put forth a change for
management to consider. If we had
well educated, knowledgeable people
working QC, you’d have a better
process emerge.
Q: What do we need to change to
make risk management better and
prevent some of the cyclical crashes
in the market?
REBECCA WALZAK: I find it

interesting that Fannie and Freddie are
coming out with new rep and
warrants. One of the things that caused
the crash was when we said, forget
about the rules. Fannie and Freddie’s
focus is making sure that every loan

Management still
sees Quality Control
as a cost.
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meets the guidelines, but it’s not
focused on if the loan will
perform even if it doesn't meet the
guidelines. If we can correlate
certain things to performance, we’ll
understand what we have to do to
get more people into loans that
actually perform. Extending reps
and
warrants
gives
lenders
immediate relief, but it doesn’t
solve the problem. At some point,
you have to understand what isn’t
working and fix it instead of just
extending warranties. For example,
everyone hates pay option arms,
but not all of those loans
defaulted. So, why didn’t they
default? We have to do the hard
work to understand the relationship
between the loan and the default
rate.
Q: Some of the articles you have
written have really challenged the
industry
to
look
at
things
differently.
Has any of that
come to fruition and do you
think it will?
REBECCA WALZAK: At the
time of the Pirates/Cubs playoff

my son said that he hoped the
Cubs won since in the second
Back to the Future movie, there
was a sign in Wrigley Field
congratulating them on their 2015
World Series victory.
He just
wanted to see one thing from that
I would
movie actually happen.
be very happy if any of the ideas
I have put forth in those articles
came about.
Q: What worries you about the
future of the industry?
REBECCA WALZAK: There are
not enough people who understand the
mortgage industry from top to bottom.
Not many people have actually
worked in all the areas including
production and servicing, so they
don’t know how things relate to one
another.
The collective knowledge of what
we do and how we do it will be lost as
us older folks leave. There is no one
to replace us.
While “book learning” for the CMB
is good, it does not replace the
knowledge
that
comes
from
experience. v

Will CFPB Rules and Mobile
Technology Put an End to
Mortgage Originators?
Two recent trends in the mortgage industry are
combining to create a perfect storm of unintended
consequences for mortgage originators.
BY LEONARD RYAN

Every disruptive technology – and the regulatory

framework that surrounds it – impacts entire
industries with unexpected consequences. Two
recent trends in the mortgage industry are
combining to create a perfect storm of unintended
consequences for mortgage originators. The
combination of the growth of electronic mortgage
disclosures along with the standardization of
pricing engines and underwriting rules due to
today’s aggressive regulatory environment have
some thinking that mortgage originators will soon
be an endangered species.

A lending company could be
forgiven for thinking, “If everything
is preset and just a range of
numbers, why do you need a loan
officer on an agency loan?”
You
just need one or two NMLS
licensed people to set the rates
displayed on a borrower’s online
account or to quote a borrower if
they insist on talking with a person
about
rates.
Then
add
less
expensive loan processors and
customer support staff to do the
document follow-up and collection.
Millennials Want Answers, and
They Want Them Now
As the oldest Millennials are
approaching their 30s, there is the
opportunity to build a huge
customer base with the largest
living generation. But when they
want to buy a home and apply for
a loan, what will they want?
Automation.
Millennials will want to sign on
to websites (or via their phone) at
1:30 in the morning after a day at
work and hanging out with friends.
Then they will search for their
loan, upload everything financial
from their Quicken, Money or
Personal Financial Management app
and demand an immediate answer
before they give up and go on to
another website and apply.
Recent published studies indicate
that over 60% of online shoppers
expect an answer to their question
within one hour. With DU and LP
free, and a credit score available

24/7, even lenders can meet this
demand. Technology now exists that
offers prequalification flood checks
without the certification for a
fraction of the flood certification
price. Run these checks immediately
after you get the 6 mandated pieces
of data required for TRID and for
90% of your loans, you can have a
rate, flood fees (or not), the title,
transfer
taxes,
property
taxes
confirmed, and estimated appraisal
fees based on property size and
location within two minutes.
Who needs a loan officer for this
group of people representing the vast
majority of borrowers in the future?
Lenders looking to cut costs, or
trying to start a new business, can
save a lot of money by only
employing a couple of loan officers
and relying on customer service and
processors to manage most of the
cut-and-dried loans.
Where will the loan officer go?
The upside for brokers is that the
lower cost of doing business
electronically cuts both ways. Good
loan officers should or will consider
opening their own businesses, relying

on cloud-based technology, low
overhead and personal connections to
compete. Certainly new or existing
vendors will jump at the opportunity
to serve new customers for their
software.
In addition, most community
banks and credit unions will
probably maintain an origination
staff to handle the non-standard
loans because that type of service is
how they can differentiate today
competing with big banks. Loan
officers will always be needed for
outside-of-the-box
loans
and
borrowers who prefer to not to
embrace the technology.
Will all of these technological
changes dynamically alter the mortgage
industry most of us have spent decades
in? Certainly. There may be areas of
the industry that experience the pain of
change more acutely, but change also
brings opportunities. Smart loan
officers should keep an eye on
developments and think about how they
fit in a more digital and more regulated
world. Don’t be afraid of technology,
but don’t be caught asleep at the wheel
either. v
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