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There was a time in the not so distant past 
when the technology in the mortgage 
industry consisted of a word processor, 

a fax machine and a perhaps a Blackberry for 
those individuals important enough to warrant 
owning one. There were even some people 
who did not want to give up their “trusted” 
Blackberry once smartphones became more 
prevalent. In fact, prior to the unprecedented 
technological growth during the last 10 years, 
technology was just not keeping pace with the 
needs of the mortgage industry. 

The change we experienced was slow and 
gradual, and the systems that were available 
were not mature nor were they sophisticated. As 
new technology was introduced during the last 
decade, such as process and workflow automa-
tion, the industry was ready to embrace it, which 
helped spur faster growth and the much needed 
added efficiencies. And when the industry par-
ticipants realized the benefits of technology, the 
demands increased. New technology providers 
continually emerged, mindful though that com-
pliance and the ever-changing regulations were 
top of mind for everyone involved. 

Although the technology has been available, 
Fannie Mae and Freddie Mac only recently 
modified their loan origination applications to 
reflect the digital age. And even this modifica-
tion is a little short of an intelligent document in 
the Mortgage Industry Standards Maintenance 
Organization’s (MISMO) format. 

Industry studies have shown that the cost of 
originating a loan during the first quarter of 2015 
was $6,253 per loan, up from $5,171 per loan 
during the fourth quarter of 2014. Similarly, a 
report by Accenture in February 2012 found that 
the cost of servicing in 2011 was $55 per loan 
per year, and in 2012 the cost had risen to $208 
per loan per year or more. The report also noted 
that it now cost four times the standard amount 
to service a delinquent loan compared to four 
years ago. These results raise several questions 

after 20 years of technology use in the mortgage 
industry. 

>> Why is the cost of doing business on a 
steady rise? 

>> Does this mean that technology has not 
been completely adopted by the industry?

>> Is technology not capable of reducing 
costs in the mortgage industry? 

In order to get to the bottom of this, we need 
to look at this from all three points of view. Let’s 
first consider what the industry would look like 
without the use of technology. The loan origina-
tion process would be much longer and require 
significantly more time. To obtain a loan from a 
bank could take weeks or even possibly months 

without automation. This in turn would signifi-
cantly decrease the productivity while increas-
ing the cost of origination. 

Loan servicing would also experience similar 
scenarios involving much more manual process-
ing. Again – lower productivity – higher costs. 
Delinquent loans are another area that would 
suffer as tracking those loans would be more 
difficult and the chances of assisting the bor-
rowers via early intervention programs would 
be very hard if not impossible. 

Although less talked about, loan transfers 
among servicers would face similar challenges 
and inevitably be almost impossible to ensure 
a smooth transaction.  By having just a small 
glimpse into the industry you can determine 
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without a doubt that technology is definitely capable 
of reducing costs. So then why haven’t the costs gone 
down? Maybe the answer to this question lies in not 
at looking at technology adoption as a whole but to 
take a look at the industry from a completely different 
perspective. The additional demands that have forced 
lenders and servicers to update their technology could 
be the reason costs are not being reduced. Those de-
mands include the costs of attracting millennials to the 
home buying market as well as the cost to be com-
pliant with the ever-changing mortgage regulations.  
Two things easier said than done.

In today’s market, Generation Xers and millenni-
als ready to purchase a proper-
ty and join the ranks of home 
owners are a rapidly growing 
population. According to data 
from the National Association 
of Realtors (NAR) in late 
2015, the aforementioned 
groups comprised 68 percent 
of the first-time homebuyer 
market. This market is, how-
ever, underserved as they cur-
rently only have a 34 percent  
homeownership rate. And as 
time goes on this number will 
only continue to increase be-
cause more of that generation 
will become eligible.

These generations are ac-
customed to technology that 
revolves around them. They 
expect to have the same seam-
less user experience as shop-
ping on Amazon; quick and 
easy with no hassles and no 
need for actual conversation. 
Many of this demographic do most, if not all, of their 
activities, whether it is business-related or pleasure, 
online without ever interacting with a “live” person. 
That is just the way they are used to doing business, 
and it is a fact we must accept.  Any company that 
wants to conduct business with and attract these 
groups has adapted their technology very effectively. 

In the mortgage industry, obtaining a loan via the 
internet without ever interacting with a loan officer 
is absolutely possible. Think about QuickenLoans.
com or LendingTree.com. Sadly, there are still many 
banks that do not have these capabilities. Mortgage 
companies today are building new portals with 

specific requirements to meet the needs of this gen-
eration. These portals are not inexpensive and can 
run into millions of dollars to develop. Big banks that 
have the capital to spare would be able to build them 
from scratch, but the other smaller institutions will 
use an outside vendor’s applications. Whichever the 
case may be, the banks will have to pass the cost of 
such investments on to their customers or just absorb 
it in order to remain in the minds of these generations. 

Industry regulations exponentially grew after the 
financial crisis of 2008. Prior to that regulations 
were not really a major cost factor in the industry. 
Technology costs since then have continued to es-

calate on originations and ser-
vicing to support all of these 
changes in regulation. 

According to Continuity’s 
Banking Compliance Index, 
the compliance cost per bank 
for the last two years is more 
than quarter of a million dollars. 
Lenders and servicers alike have 
to pass some of this cost on to 
customers. The interesting or 
ironic twist here is that lenders 
and servicers have unfortunately 
not totally adopted technol-
ogy as it relates to compliance. 
Large banks have been able to 
build compliance systems that 
can help them avoid penalties 
and fines. However, small- and 
medium-sized banks have yet 
to adopt technology by in large 
with many of them continuing 
to use spreadsheets and more 
manual systems to manage com-
pliance. Fines such as the $10.1 

million Prospect Mortgage paid in November 2015 
could be avoided with the use of robust technology. 

The mortgage industry has adopted enough tech-
nology to enjoy some efficiencies in several areas. 
Until the industry fully embraces all the many facets 
that technology offers in every area, the costs of us-
ing it will continue to lose money. On a brighter note, 
I think it is just matter of time before the industry em-
braces a complete solution to cater to the Generation 
Xers and millennials; one that will help all compa-
nies in their compliance efforts. That is when the 
mortgage industry will be able to maximize profits 
and benefit fully from the use of technology. v
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