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CSi has pioneered transaction-level risk management solutions that are leading the industry. These remarkable 
solutions allow you to produce and assemble transaction documentation that’s easier and faster to implement and 
maintain. We signifi cantly reduce your transactional risk by taking the guesswork out of compliantly documenting 
your mortgage transactions. This reduces your resource expenditures, so that you can focus on your business 
and your bottom line.

When it’s all about the transaction, 
demand a partner who can deliver remarkable.

Compliantly documenting mortgage transactions 
the � rst time, every time.

Remarkable Transactions. Remarkable Partner.
www.compliancesystems.com | 800 968-8522
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There’s Strength in Connections.
BlitzDocs XE expands document connectivity to borrowers
Xerox Mortgage Services’ BlitzDocs eXtended Edition increases the reach of the BlitzDocs network to borrowers -  
electronically deliver documents, capture ink signed documents and eSignatures, and enable direct upload or fax to  
the eFolder. With BlitzDocs XE and our growing network of providers, we can help you soar.

Schedule a demo now! 
Call 877-200-8700 or visit xerox-xms.com/blitzdocsxe

©2011 XEROX CORPORATION. All rights reserved. Xerox,® XEROX and Design® and Ready For Real Business are trademarks of Xerox Corporation in the United States and/or other countries.

BlitzDocs®



The Big Reveal …
Last month I teased that PROGRESS in Lending was coming up with something new. In 2012 we saw the rise of 

a little social site called Pinterest. What’s Pinterest you might ask?
Pinterest is a pinboard-style sharing website that allows users to create and manage theme-based image collections 

such as events, interests, hobbies, and more. Users can browse other pinboards for inspiration, ‘re-pin’ images to 
their own collections or ‘like’ photos. Pinterest’s mission is to “connect everyone in the world through the ‘things’ 
they find interesting.”

As of January 2012 it was reported the site had 11.7 million unique U.S. visitors, making it the fastest site ever to 
break through the 10 million unique visitor mark. comScore recorded a unique users moving average growth of 85% 
from mid-January to mid-February and a 17% growth from mid-February to mid-March.

We’re not the only ones that have noticed Pinterest. At the 2012 Webby Awards Pinterest won best social media 
app and people’s voice award for best functioning visual design. What does Pinterest have to do with us? Well, we 
recently formed a lender advisory panel. Those lenders told us that they would like to read more success stories about 
how technology is making a difference for their peers.

We’ve responded by creating DRIVE. What is DRIVE? DRIVE is all about sharing how you can compliantly 
DRIVE efficiency and bottom line results. Instead of sharing photos like Pinterest, we have launched a new website 
that shares short DRIVE stories in a very user friendly way that looks and feels similar to Pinterest. These short 
DRIVE stories will appear on the DRIVE webpage, within our daily e-newsletter and through our new DRIVE 
LinkedIn Group. Going even further, exclusive DRIVE stories will also appear in our free iPad app. 

So, download our iPad app and follow our DRIVE initiative through its webpage, LinkedIn and our newsletter. 
The more success stories that we can share, the better the industry will be. Technology makes a difference. In 2013 
we are going to DRIVE that message home and hopefully improve the mortgage space. Check it out HERE.

Editor’s NoTeS

lendersdigitalmarketplace.com/drive/

DRI  E
Brought To You By PROGRESS in Lending
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Pay ment s   n   Processing Ser v ices   n   R isk & Compl iance   n   Cus tomer & Channel Management   n   Insight s & Opt imizat ion

© 2011 Fiserv, Inc. or its affiliates.

Lending Solutions from

Only one provider offers loan support from every angle. Fiserv addresses every point in the 

loan lifecycle – from origination to servicing to disposition. Whether high-volume lending, mortgage, 

home equity, installment, auto or niche lending, Fiserv helps you optimize your business, grow customer 

relationships, reduce risk and meet regulatory compliance requirements. Get the depth of data and 

capabilities to tackle market challenges, and experience lending from a new perspective. With Fiserv, you 

have the power to achieve success in every dimension. The power within. www.fiserv.com



Your Voice

In today’s fast-paced financial world, 
few software solutions survive the 
test of time. Whether it is your in-

stitution’s Loan Origination System or Core 
Servicing Platform, there is always a bigger, 
better, newer, and faster option available. 
Wouldn’t it be nice to have some guaranteed 
continuity within your institution’s IT systems? 
At CCMC, we decided to take this challenge 
head on and develop a Connector that you can 
be confident will be functional and robust, 
even if you change LOS or Core Systems. The 
industry standard “just enough to get by” inter-
faces of today are married to the systems they 

connect to and they provide no flexibility for 
your institution.  

In addition to only transferring basic loan 
information, these interfaces were never de-
signed to work with any other software sys-
tems and have to be tossed aside with an LOS 
or Core change. The next “just enough to get 
by” interface, that you install to replace it, will 
come with its own limitations, challenges in 
using, and learning curve. This only adds to 
the headache of switching one or more of your 
integral systems. One of the largest hurdles in 
switching these systems is the timeframe for 
fully implementing the new software, includ-

ing the monumental task of training.  
Getting your employees up to speed on the 

ins and outs of a new system is enough of a 
challenge. When you figure in training, and 
the costs associated with it, on new interfaces 
to connect your new LOS or Core System to 
other platforms, it only magnifies the difficul-
ties. What if you could mitigate some of these 
challenges and never again have to worry about 
training on new middleware? CCMC’s Con-
nector solutions are now being offered with 
an optional Flex Licensing Program, which 
future-proof’s your connector purchase by al-
lowing you one LOS or Core switch and any 
additional changes at a reasonable price. 

The way our Flex Licensing Program works 
is this: if you purchase a connector solution 
with a long term contract length, usually 5+ 
years, then you are given one free LOS or Core 
change within that timeframe.  Effectively, this 

Get Connected
If you choose wisely, this could be the last connector that your lending 
institution will ever need.

By Brad Willis

Whether it is your 
institution’s Loan 
Origination System or Core 
Servicing Platform, there 
is always a bigger, better, 
newer, and faster option.

Tomorrow’s Mortgage Executive7



Find Out More Today
1.602.840.1199  | 1.609.297.4038

info@esignsystems.com
www.esignsystems.com

MERS, eRegistry and eDelivery are registered trademarks or trademarks of MERSCORP, Incorporated in the United States.
©2010 eSignSystems. All rights reserved. eSignSystems, SmartSAFE are registered trademarks or trademarks of Wave Systems Corp. in the United States and/or other countries.

A division of wave systems corp.

eDocuments offer better security for your client’s 
privacy, dramatically cut document transportation 
and storage costs, and lower your risk by ensuring 
documents are available wherever and whenever 
they are needed. The award-winning eSignSystems® 
SmartSAFE™ enables you to electronically sign, 
store and manage eDocuments while remaining 
legally compliant. By adding on additional modules 
to form the SmartSAFE™ Bundle,  your SmartSAFE 
capabilities are expanded to suit your organization’s 
specific requirements. It actually is that easy!

SmartSAFE is Your Bridge to the 
Electronic World.

“eSignSystems® 
  SmartSAFE™ allows 
  organizations to 
  seamlessly and 
  securely manage 
  the complete
  eDocument life-cycle”
                                        ~evo

Wish it could be this easy to 
keep your eDocuments safe 
and compliant? Try SmartSAFE™



means that you will always have the most up-to-
date connector solution and, as long as the LOS or 
Core are on our provider list, you will never have 
to incur the costs associated with training on a new 
Connector when your institution decides to move to 
a new LOS or Core.

While changing LOS or Core systems is a daunt-
ing task that no one envies, the added hassle and 
cost of changing your middleware solutions can be 

mitigated. Nobody wants to change their institu-
tion’s integral systems, but, as is with most difficult 
decisions, it is sometimes a necessary evil. If you 
are looking for a new type of connector, with the 
ability to adapt to your needs and accommodate 
change, then look no further than CCMC’s Lending-
Connector solutions. If you do make the intelligent 
choice, I can assure you it will be the last connector 
your institution will ever need to purchase.  ❖

Brad joined CCMC in December of 1998 and currently serves as Vice President of Marketing and Sales 
Operations.  He has 14 years of experience in the financial industry, primarily in the integration of different 
software systems used within financial institutions.  After stints in product development and customer 
support, Brad turned his attention to marketing and has quickly moved into his current position as  
Vice President.
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Follow Us On Twitter @engageprogress

While changing LOS or Core systems is a daunting task 
that no one envies, the added hassle and cost of changing 

your middleware solutions can be mitigated.
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The networked mortgage. 
You need to collaborate with all the participants, 
partners, and services that are involved in 
processing your loans. Only eLynx gives you a 
complete end-to-end data-driven work�ow with 
single-point connectivity to your entire 
mortgage ecosystem.

The networked mortgage with eLynx delivers 
on the promised bene�ts of the eMortgage. 
Greater transparency. Better data quality. 
Improved processing e�ciency. Cost savings. 
Ironclad compliance. Return on investment.

See why hundreds of banks – including 
25 of the top 50 banks – trust eLynx to support 
their data-centric document collaboration, 
distribution, and connectivity needs,  getting 
them to a true eMortgage work�ow. Since 1994, 
eLynx has processed more than 50 million 
loans, built the nation’s largest settlement 
agent database, and is a recognized leader of 
electronic closing services.

For more, visit us online at www.elynx.com.

Take eCollaboration
to the Cloud

Secure

Transparent

Connected



Recovery Tips

The future of successfully documenting 
transactions involves creating solutions 
that bring together content, best practices, 

processes, and policies that are fl exible enough 
to meet a variety of unique business needs, yet 
are compliantly strong enough to withstand the 
stricter requirements posed upon the mortgage 
industry by the CFPB and other governing bodies 
within the industry. Sounds daunting, right? Well, 
as it turns out, it doesn’t have to be.

In order to understand how to document trans-
actions in a less risky and more effi cient way, we 
have to fi rst examine why a new document solu-
tion is a necessity. As the majority of profession-
als in the mortgage industry are aware, there has 
been (and will continue to be) a rapid infl ux of 
new and changing rules and regulations, which, 
if not adhered to, can result in considerable fi nan-
cial recourse for lenders. As a result, maintaining 
compliance is more important than ever for fi nan-
cial institutions.

In an ideal world, every lender would be able 
to have infi nite internal resources to keep up 
with what seem to be infi nite changes, but un-
fortunately, that is not the case. What is happen-
ing instead is staff members of these institutions 
are feeling intense pressure to remain compliant 
with the often overwhelming compliance burden. 
Many lenders attempt to maintain an extensive 
doc library and are forced to spend time updat-
ing thousands of individual documents on a case 
by case basis rather than focusing on growing the 
business. As a result, they often lose the competi-
tive edge in the industry due to the inability to cre-
ate custom docs quickly. 

Although it’s easy to believe the problem lies 
in the growing number of rules and regulations, 
resulting in wasted resources and a higher risk 
factor for fi nancial loss, it is actually the ways in 

which fi nancial institutions choose to handle these 
changes that stir up trouble. Rather than trying 
frantically to keep up individual documents per 
regulation update, lenders need to realize that the 
key lies in the data. 

Implementation of a data-driven solution of-
fers a number of benefi ts to fi nancial institutions. 
Resource expenditures for staff and training are 
greatly diminished, current and future compli-
ance risks are managed much more effectively, 
and documents are produced much more quickly. 
These benefi ts are made possible by the fact that 
the document is able to build itself dynamically, 
resulting in an end product that perfectly matches 
the parameters of the specifi c transaction. This 
allows lending institutions to maintain a con-
siderably smaller doc library and, since the data 
supplied leads the document process, all the infor-
mation provided will be relevant and necessary, 
considerably mitigating the risk of ramifi cations 
due to compliance errors, such as litigation, buy 
backs, lost business opportunities, and damages 
to the industry reputation. 

So, based on the current and future climate of 
the mortgage industry, it appears as though the 
options are clear: risk the costly repercussions 
that come with outdated compliance solutions, or 
take a proactive approach by employing a data-
driven solution that is smart enough to roll with 
the punches. What will you do? ❖

It’s All About The Data
In an ideal world, every lender would be able to have infi nite 
internal resources to keep up with what seem to be infi nite 
changes, but unfortunately, that is not the case.

By Reid Smeda

Based on the current and 
future climate of the mortgage 
industry, it appears as though the 
options are clear: risk the costly 
repercussions that come with 
outdated compliance solutions.

Reid Smeda is the president of Compliance Systems, Inc. Reid has over 20 years of banking experience 
– serving in senior roles as an attorney, lender and business leader for national and international 
fi nancial institutions. Compliance Systems, Inc., (CSi) is a highly respected provider of best in class 
“fi nancial transaction” technology and expertise.
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Delivering the industry’s  
most trusted online lending tools

LoanQuoter® delivers innovative web portal solutions to meet today’s “tech 
savvy” borrower expectations.  This dynamic solution provides customized 
product selection with mortgage and consumer applications along with a 
secure consumer portal for the delivery of two-way documentation.   

RemoteDocs® delivering critical lending information where and when you 
need it with full audit trails. Not only can the use of Data-Vision’s RemoteDocs 
secure electronic delivery reduce costs, but when applied to initial disclosures 
creates a better, more compliant process.  

Point, Click, Delivered. It’s just that simple.

Call us today!
(888) 925-8625
info@d-vision.com
www.d-vision.com

THE PATH TO E-LENDING



Market Pulse

National Fraud level Declines
Interthinx has released its quarterly Mortgage 

Fraud Risk Report covering data collected in the third 
quarter of 2012. According to the most recent analy-
sis, overall risk nationwide has decreased by nearly 
8 percent to the lowest value observed in the past 
two years. However, significantly increased levels of 
fraud risk in Florida pushed it past Nevada and into 
the top spot for overall fraud risk.

Florida also appears on three of the four type-
specific top 10 riskiest lists this quarter. Of particular 
concern is the finding that in Florida, investment 
purchases have more than three times the level of 
employment/income fraud risk than purchases for 
primary residences.

Other notable findings include:
• Florida and Nevada are the two riskiest states with 

Interthinx Mortgage Fraud Risk Index values of 
206 and 205, respectively. Currently, Florida has 
17 metropolitan statistical areas (MSAs) classified 
as “very high risk.”

• Arizona is the third riskiest state for mortgage 
fraud, with a risk index value of 191.

• California, which is the fifth riskiest state in the 
country, has six of the top 10 riskiest metros, in-
cluding Merced — the riskiest metro in the nation. 
California also has one of the 10 riskiest MSAs 
for identity fraud, three of the 10 riskiest MSAs 
for occupancy fraud, five of the 10 riskiest MSAs 
for property valuation fraud, and eight of the 10 
riskiest MSAs for employment/income fraud.

• Iowa City, Iowa, leads the nation in identity fraud 
risk with an identity fraud risk index of 325, a 
118.4 percent increase from the second quarter of 
2012.

• Miami-Fort Lauderdale-Pompano Beach, Florida, 
appears on all of the type-specific top 10 riskiest 
lists except employment/income.

“The report shows that even when overall fraud 
risk is decreasing nationwide, there are still areas of 
concern, as we see with this quarter’s findings in Flor-
ida,” stated Mike Zwerner, senior vice president of 
Interthinx. “The report’s actionable intelligence helps 
lenders pinpoint where additional due diligence may 
be needed, improves loan quality, reduces repurchase 
risk, and ultimately helps the economy recover.”

The Mortgage Fraud Risk Report is an Interthinx 
information product created by an internal team of 
fraud experts. This is the fourteenth time Interthinx 
has released its quarterly report. The report provides 
deeper insight into current fraud trends through the 
analysis of more than 12 million loan applications 
amassed from the industry’s use of the Interthinx 
FraudGUARD loan-level fraud detection tool. ❖

MORTGAGE FRAUD RISK

Figure 1: M ortgage Fraud Risk in Q3 2012 by M etropolitan Statistical Area (M SA)

5Q3 2012

proven risk intelligence for lenders and investors

©2012. All rights reserved. Interthinx is a registered trademark of Verisk Analytics.interthinx.com          800.333.4510         sales@interthinx.com
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         Mortgage Fraud Risk Index for the United States is 137
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Geographic Fraud Risk Migration  

Mortgage fraud migrates geographically to take advantage of local market conditions. This 
section examines the geographic migration of mortgage fraud risk within the 50 States and 
the	District	of	Columbia.

Figure 2 depicts the Mortgage Fraud Risk Index for the 50 States and the District of 
Columbia,	with	the	10	riskiest	states	shown	in	red.	Eight	of	the	top	10	states	return	from	last	
quarter. The newcomers are Illinois, which moved from 15th place to 10th, and Minnesota 
at 9th place, up from 18th in Q2. Florida replaces Nevada in the number one spot with a 
Mortgage	Fraud	Risk	Index	value	of	206,	while	California	returns	to	the	top	five	after	falling	to	
sixth place in Q2. Seven of the 10 lowest risk states from Q2 returned this quarter, and are 
joined by New Mexico, Idaho, and Wyoming. Eight of these states have index values less than 
half that of the national value.

Figure 2: Mortgage Fraud Risk Index in Q3 2012 by State

Tomorrow’s Mortgage Executive13



www.turningpoint.com | 1.888.887.7880

Drive business to the point of sale with the mortgage industry’s
most powerful and intelligent marketing solution

Contact us for an executive demo

Increase market share • Stay legal and competi ti ve • Grow profi table relati onships
Protect corporate branding • Att ract and retain top talent

Business Opportunity Engine



Process Improvement

2012 was a roller coaster. We 
saw a lot of new rules 
hit us, but volume was 

good, too. Now that we have the drama of the 
Presidential Election behind us, I wanted to take 
a look at what’s ahead. So, I asked some friends 
what they thought was going to be big in 2013.

Everyone thought the compliance burden 
will remain the top issue. Ankush Dham, di-
rector of technology products and services at 
ISGN, noted, “2013 will likely see new tools 
emerge such as technology-driven products to 
assess the compliance and/or quality of an in-
dividual transaction or group of loans; business 
process services to review or audit individual 
transaction/component or group of loans; and 
technology-developed automation to provide 
performance metrics and scorecards for manag-
ing compliance. In addition, there will likely be 
a greater focus on compliance risk management 
solutions.”

The goal of most good technologists, ac-
cording to Kelli Himebaugh, Corporate Vice 
President, Mortgage Builder Software, will be 
to ensure greater transparency. “We can expect 
to see more attention paid to oversight and in-
vestor transparency into the entire loan process,” 
she said. “As the GSEs evolve out of conserva-
torship and into their new roles, investors will 
desire greater input into loan origination and 
servicing. We can expect technology companies 
to respond with tools to make this oversight sim-
pler, immediate and more accessible, including 
enhanced reporting capabilities.”

But is technology enough to ensure ironclad 
compliance? “With increasing regulatory de-
mands, pressure to provide consumer-direct 
services, and increasing costs to process loans, 
the many disparate services required to close a 
loan must be streamlined, connected, automat-
ed, and have centralized auditing controls and 
workflow,” answered Tim Armbruster, Chief 
Technology Officer of ClosingCorp. “In today’s 

technology topography, viewed as a whole from 
point-of-sale to close, the services required are 
still largely disconnected.”

The goal will be to use technology to reduce 
the overall cost to comply, noted Teresa Blake, 
Practice Director, at Wipro Gallagher Solutions. 
“From a number of our engagements, we see 
continued pressure for lenders to reduce op-
erating costs while improving the customer or 
client experience. We are working together to 
reduce the number of touches on a loan file,” 
she explained. “As compliance costs continue 
to increase, lenders are re-evaluating all areas of 
opportunity across people, process and technol-
ogy.  If they had redesigned a process years ago, 

so much has changed that new opportunities to 
streamline arise. Clients and prospects continue 
to look for more streamlined implementation 
cycles that bring immediate improvement in op-
erational efficiency and reduced time, cost and 
complexity during the transition.” 

The big stumbling block remains the un-
known, which will be complicated further by the 
actions taken by the CFPB as that agency starts 
rolling in 2013.

“The biggest risk for mortgage lenders in 
2013 are the numerous regulations, which are 

What’s In Store For Us?
2013 will bring a new set of opportunities and roadblocks. Here’s 
some ideas on what we can all expect:

By Tony Garritano

The biggest risk for 
mortgage lenders in 
2013 are the numerous 
regulations, which are to 
be issued by the Consumer 
Financial Protection Bureau.
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to be issued by the Consumer Financial Protection 
Bureau,” stated Marsha L. Williams, an attorney 
with Middleberg Riddle & Gianna. “If some of 
the regulations are issued as they were proposed, 
there will be a tightening of mortgage credit. In 
addition, compliance with existing regulations and 

impending CFPB examinations will be of equal 
concern, as a finding of non-compliance poses the 
greatest challenge to existing business practice 
models. The “QM” and “QRM” regulations from a 
business and profitability standpoint is the greatest 
challenge to the business practice models.”

So, how do lenders cope with this development 
in 2013 and beyond? “Maintaining a compliant 
lending operation has evolved from merely be-
ing vigilant to assuming nearly 24/7 guard duty,” 
answered Daniel Liggett, Director of Client Ser-
vices for Associated Software Consultants’ Pow-
erLender Loan Origination & Processing System. 
“The resources consumed by lenders to maintain 
their compliance have seen double digit increases 
and there are indications that it will continue to 
grow in the next year. Middle tier lenders, who are 
embracing larger lending volumes, will see these 
expenditures continue to add to the cost of loans, 
and reduce margins, competitiveness and profits. 
Leveraging technology to combat these rising 
costs is essential for all lenders, especially in the 
community bank market. Sound business practice 
has these lenders turning to trusted third-party 
providers for their compliant technology solutions 
rather than attempt to maintain it in-house.”

Other areas impacted by compliance include the 
appraisal space. Brian Coester, Chief Executive 
Officer at CoesterVMS, believes that “in 2013, the 
trend that everyone can expect is compliance. It is 
going to be huge. I think you are going to see a lot 
of compliant management systems come aboard 
in this next year. We are developing a compliance 
management system (CMS). The compliant man-
agement system is going to be a big deal. Real-
time compliance is what people want. Clients/
vendors do not want to continue to go to a lender 
as they do right now for the audit functions includ-
ing post-closing audits and pre-closing audits. 
Once the technology is there, everything will be 
in real-time.”  

“Dodd-Frank compliance and appraisal quality 
will be critical concerns for all lenders in 2013,” 

added Jennifer Miller, president of a la mode’s 
Mortgage Solutions Division. “Technology that’s 
already in place, and new compliance technology 
solutions need to be scrutinized now, compliant 
operations workflow documented, and appropri-
ate workflow changes need to be implemented to 

prepare for the CFPB audits.  The collateral docu-
mentation required by regulators and investors 
will continue to intensify, so I think independent 
appraisal quality assessments will be increasingly 
valuable.” 

The end result of a more regulated market will 
hopefully mean the return of a robust secondary 
market. Mark Coupland, VP Business Develop-
ment at LoanSifter, said, “I think we’ll see a con-
tinued attempt to add strength in the non-agency 
mortgage market, and you’ll continue to see new 
players enter and become more dominant in the 
wholesale and correspondent arenas. Because 
LoanSifter pulls in data from nearly every investor 
source, we’re well-prepared for this future where 
lenders will want to compare more options. Mean-
while, as the private mortgage insurance industry 
starts to rebound and the FHA market begins to 
shrink, we expect to see mortgage insurance be-
come more of a transactional best execution, more 
similar to what loan pricing and eligibility is today. 
This is where technology can have a huge impact 
by providing best-execution eligibility searches. 
We’re preparing for this, too.”

Another hot-button technology to watch in 2013 
is the explosion of mobile technology in the mort-
gage space. Randy Schmidt, President at Data-
Vision, predicted, “2013 will see an increased use 
of mobile technology by lenders. As evidenced by 
a 30% increase in Cyber Monday sales this year, 
consumers are increasingly using their mobile 
devices to research and transact business. While 
many lenders have already created an online con-
sumer portal for taking applications, most have not 
optimized their sites for the mobile user, which 
is key in today’s technology driven markets. To 
reach and satisfy today’s online borrower, a mo-
bile platform is a must have.”

New technology will also emerge for servicers. 
Sanjeev Dahiwadkar, CEO of IndiSoft, noted, “In 
2013, technology will play a much larger role as 
the pressure on business leaders to deliver more 
with fewer resources continues to rise. While ev-

The big elephant in the room is no longer what the rules are 
or will be; it is now how the rules will be interpreted.
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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.
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tegrating every service with mobile devices is still 
not a top priority. We might see an upward trend 
in business transactions on mobile devices, but I 
believe it will be still less than five percent of all 
transactions. Technology tools that will play a criti-
cal role in maintaining compliance in 2013 include 
tools for quality control, business process manage-
ment as well as solutions that enable organizations 
to measure transparency.”

In the end it all boils down to the lender though. 
Want technology will they be adopting in 2013? 
Daniel H. Jacobs, Managing Director, Retail 
Branching Division at Residential Finance Corp., 
said, “The big elephant in the room is no longer 
what the rules are or will be (although there cer-
tainly remains a more modest sized elephant in 
the room regarding certain rules), as they were for 
several years post-industry meltdown; it is now 

how the rules will be interpreted and audited by 
regulators and what enforcement will look like. 
The sheer volume of new rules is causing lenders to 
focus more on leveraging technology solutions to 
assist in this area. There are gaggles of compliance-
related technology vendors pounding the doors of 
every lender and in 2013, the industry will begin to 
identify the winning providers in this area. 

“Using technology to better track overall busi-
ness practices and trends, with a focus on controls 
and procedure, will dominate in 2013. The CFPB 
is particularly concerned with the management and 
business oversight and practices of lenders. In the 
past compliance technology has been transaction-
focused, and less about business practices and 
corporate controls. We will see more dashboard re-
porting and high-level trend analysis coming from 
compliance technology providers to assist lenders 
in their new regulatory requirements.” ❖

The Lender’s Digital Marketplace. 
The industry’s first Solution Selection Engine. This offering 
was designed to revolutionize how lenders find the right 

technology solutions to get maximum return on investment. 
LendersDigitalMarketplace.com
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Future Trends

I am writing this article as we approach the 
end of the year. What lies ahead of the 
mortgage industry as it slowly climbs out 

of the worst financial recession since the Great 
Depression? Understand, some of these issues 
may be different or may be even resolved by 
the time this goes to press.

First and foremost is the impending fiscal 
cliff the nation is facing. As the economy is 
slowly making progress we are faced with a 

major setback unless Congress can reach some 
sort of compromise. 

In a recent article, Russ Koesterich stated, 
“To review, the fiscal cliff comprises a series 
of tax hikes, including: marginal tax rates, 
payroll taxes, capital gains, taxes on dividends, 
estate taxes, and a new 3.8% tax on non-wage 
income for high earners. In addition, without 
legislative action, the alternative minimum tax 
(AMT) will hit millions of more Americans. 
In aggregate, the combination of these tax 
increases and new taxes will equal roughly 
$400 billion. While the $400 billion figure is 
normally compared to overall gross domestic 
product (GDP), a more relevant comparison is 
against disposable income, which will take a 
direct hit as a result of these tax increases. U.S. 
Disposable Income is currently a bit below $12 
trillion, which means the tax increases, should 
they last the full year, represent roughly 3.5% 
of what Americans take home on an annual ba-
sis. As I’ve argued in past, this is a very large 
tax hike.

Also, it’s important to understand that all of 
this will be happening at a time when income 
growth is already very slow. As of October, dis-
posable income was growing at around 3.5% 
year-over-year, half the 50-year average. For 
hourly workers, the situation is even worse. 
Hourly wages are growing at little better than a 
1% year-over-year pace. The tax hikes, particu-
larly the jump in the payroll tax, will hit hourly 
workers hard.

Should these tax hikes hit, and remain in 
place, there could be several implications:
1. Potential recession. Most importantly, 

a tax hike of this magnitude set against a 
weak expansion will probably lead to an-
other recession as consumers are forced to 
pull back on spending.

2. Unusual trading. Next, we are likely to see 
a continuation of a very unusual end-of-year 
tax trading – namely, investors selling win-
ners to minimize capital gains liabilities.

3. US market underperformance. Finally, 
we expect to see international markets out-
perform the United States. Since peaking in 
September, the S&P 500 is down roughly 
4%. In comparison, the MSCI? ACWI-ex 
US Index is within a few points of its Sep-
tember high.

While Washington is, at least in theory, ca-
pable of compromise, time is running short. 
While a plunge over the fiscal cliff can be rec-
tified in 2013, investors are justified in being 
cautious.”

Making matters even worse, the 112th Con-
gress has one of the lowest approval ratings in 
history. This is not meant to be a political dis-
course but rather a reflection of our times. Talk 
about procrastination, why is it that Congress 
consistently pushes issues to the limit, does 
some sort of temporary fix and kicks the can 
down the road? We have become so polarized 
that we have become dysfunctional. 

On a separate but not unrelated issue, regula-

New Year’s Predictions
Let’s take a look at some of the major uncertainties facing the mortgage 
industry going into 2013.

By Roger Gudobba

There is no stop sign at 
the fiscal cliff and it’s a 
long ways down and a 
tough way back up.
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tory reform always creates angst among lenders and 
the coming year will be no exception to that. You try 
to be proactive and anticipate what this will do to 
your systems and operations. But you can’t help but 
be reactive sometimes due to the changes and time-

lines imposed. It’s the unknown that causes compa-
nies to hunker down and wait out the storm.

So, are we on the way to recovery? The housing 
market is finally making a turnaround in Florida, 
despite the state being racked by one of the highest 
foreclosure rates in the U.S. The inventory of homes 
and condos has been slashed and prices are slowly 
moving upward as the market adjusts to better times 
ahead, despite a backlog of foreclosures waiting to 
be listed by banks. Appraisals are coming in under 
what properties are actually selling at and buyers are 
paying more than the list price in some cases. Foreign 
buyers, looking for discount deals, are making cash 
purchases of real estate at what may be an unprec-
edented level. Near record low mortgage rates and 
lower home prices for existing properties are finally 
producing a surge in home sales in most areas of the 
country. New home permits are up as well. 

“There is a limited supply of available foreclosure 
inventory to choose from in many markets,” said 
RealtyTrac vice president Daren Bloomquits. “Given 
this short supply and the seasonally strong buyer 
demand, it’s no surprise that the average foreclosure 
related sales price increased.”

In the housing finance sector, the Mortgage Bank-
ers Association (MBA) predicts mortgage origina-
tions will hit $1.7 trillion in 2012, an increase from 
$1.4 trillion in 2011, but will fall to $1.3 trillion in 
2013 and $1.1 trillion the following year. Addition-
ally, as long as the fiscal cliff is avoided by Congress 
next year, MBA anticipates GDP (gross domestic 
product) will rise from 1.6 percent this year to two 
percent in 2013, and forecasts existing home sales 
will increase to 4.78 million in 2013, up from 4.6 
million this year. Noting the harm a tax increase 
could foster, MBA chief economist Jay Brinkman 
said recently, “We believe that the entire package 

of tax increases and spending cuts, if left unaltered, 
would cut 3.5 to 4 percentage points from our growth 
forecast.” One other contingency: If the finalized 
Qualified Mortgage Rule (QRM) does not give lend-
ers a safety valve it could have adverse effects. Says 
Debra Still, new MBA Chairwoman: “The bottom 
line is if there is conflict in rulemaking and policy, 
it’s the consumer who will ultimately be negatively 
impacted and credit will be tighter.”

According to the MBA, the nation gained 4.8 mil-
lion renters in the last six years while losing 1.7 mil-
lion owner households. However, an overwhelming 
majority favor homeownership over renting despite 
the housing downturn, according to a new study. The 
results were found as part of a Fannie Mae survey 
that asked a variety of questions revolving home-
ownership and the economy. An astonishing 85% 
of respondents said they favor homeownership over 
renting based on the fact that owning a home was 
“financially better” than renting. Home values in 
more than 100 U.S. cities are forecast to appreciate 
or are already increasing, but the majority of the na-
tion is still experiencing deflation similar to the last 
six years. 

“It is clear from this data that the desirability of 
homeownership both as a financial choice and as 

a likely future tenure choice is strong among large 
swaths of the population,” the Fannie Mae report 
said. The giant government lender’s study asked re-
spondents about their attitudes toward owning and 
renting a home, mortgage rates, the economy, house-
hold finances and a variety of economic related ques-
tions. The survey collected data between June 2011 
and October 2011 from 19,030 respondents. 

What does all this really mean? Overall, I expect 
2013 to be a very good year for the industry and 
technology will play a major role in streamlining and 
improving the process with an added focus on better 
serving the consumer.  ❖

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.

2013 could be the year 
for major advancements 
in electronic signing and 
consumer education.
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People like leaders, not followers. So, if 
you want to succeed this year you have to 
lead. What does that mean exactly? In an 

e-book titled “A Content Marketing Strategy That 
Works” by Brian Clark, he put it this way:

So … online and off, people respond to and 
follow important people more than others. And 
Google ranks important pages, sites, and now au-
thors higher than others, based on how important 
people think those pages, sites, and authors are. 

In order to get the power to influence or com-
mand thought, opinion, or behavior online, you 
need to become an authority that others cite 

(link to) in their online content. Which means, of 
course, you need a content-rich website that dem-
onstrates your authority in the first place. 

So, how do you become an authority? Your 
content actually demonstrates your expertise, 
compared with a website or bio page that claims 
expertise. This is a crucial distinction, because it 
truly levels the playing field and allows anyone 
to come along and build authority that outpaces 
even recognized and credentialed experts in a 
particular niche or field.

Clark points out that authority is all about per-
ception. Perceived authority can outrank actual 
authority, because both the general public and 
Google look to what others “vote” to be the most 
relevant expertise for any given topic, rather than 

some other method that might give a different 
result.

Here’s an example:
Let’s say that Professor X is the world’s fore-

most authority on green widgets. This guy really 
knows his stuff when it comes to green widgets 
and he’s got the PhD in green widgetology to 
prove it. He’s also published several scholarly 
papers on the topic of green widgets, but unfor-
tunately those demonstrations are deemed too 
valuable to publish freely online.

Bad move Professor X. 
Then there’s Ned Newbie. Ned is passion-

ate about green widgets, even though he did not 
quite make it to graduate school. Ned is teaching 
himself everything there is to know about green 
widgets by doing his own research and reading 
everything he can get his hands on.

The scholarly journals won’t touch Ned with 
a 10-foot pole, but that’s okay. Instead, Ned de-
cides to blog about green widgets and share what 
he’s learned so far with anyone who’s interested. 
It doesn’t matter that Ned doesn’t know as much 
about green widgets as Professor X (yet), because 
Ned figures that his own understanding of the 
topic will increase by having to transform his re-
search into content that can be viewed across the 
entire planet.

Ned’s absolutely right. And here’s the good 
part … whenever someone needs to cite (link to) 
a Web page when mentioning green widgets, they 
link to Ned.

Two years later Brad Pitt confesses a fasci-
nation for green widgets on a Barbara Walters 
interview. Suddenly, everyone is hot to find out 
more about green widgets. Search traffic surges, 
reporters are digging for sources … it’s downright 
green widget mania.

Think to yourself for just a moment: Who will 
people find? Who will the media contact? That’s 
right … it’ll be Ned. Sorry, Professor X.

So, here’s the $6 million question: How do you 

Business Strategies
Assert Your Authority
Looking to do more effective marketing in 2013? If so, you have to be 
more authoritative. Here’s what I mean:

By Michael Hammond

When you think about it, 
content marketing is an 
inherently agile process 
thanks to the real-time 
nature of the Web and the 
ever-evolving nature of 
your audience.
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become Ned? It all starts with authority. You have 
to make all of your content authentic. What does 
that mean exactly? An authentic story is how you 
develop an audience based on agile content develop-
ment principles. 

Going back to the e-book that I told you about 
earlier, Clark shared what he called “A 7A Strategy 
Framework.” What’s that? Here are his 7 A-s:
1. AGILE 

When you think about it, content marketing is 
an inherently agile process thanks to the real-time 
nature of the Web and the ever-evolving nature of 
your audience. So, when you develop content you 
have to make smart guesses based on your initial re-
search, but realize that you’re involved in a constant 
iterative process based on continued research and 
constant audience feedback.

When it comes to mortgage for example, the 
buzzwords are always changing. You have to be up 
on all the buzzwords. But beyond that, you need to 
describe those buzzwords in a new and different way 
that differentiates you.
2. AUTHENTIC 

This isn’t the trite buzzword served up from your 
friendly neighborhood social media guru. This is 
about doing intense research to find the authentic 
story a market segment wants to hear — but hasn’t 
yet — and how you’ll tell it over time in a way that 
results in a sustainable business model.

As an example people aren’t necessarily talking 
about paying per transaction, they are talking about 
Software as a Service and success-based pricing. 
If you’re doing your research and you’re passion-
ate about your value proposition, you too can put a 
unique spin on the latest trends in a very meaningful 
and authentic way.
3. ATTENTION 

Now, you’ve made your initial guesses, and now 
it’s time to start putting things out there to see what 
happens. You’re hustling for exposure to get to the 
next level. The attention phase is the heart of an ag-
ile content marketing approach, as you’re discover-
ing in real time what works, what doesn’t, and what 
to try next.
4. AUDIENCE 

Here’s where things start to get good. You’ve built 
a minimum viable audience. That audience is grow-

ing thanks to the audience itself, and instead of you 
making self-serving statements about your expertise, 
they are starting to proclaim your authority. Best of 
all, you’re starting to glean valuable insights into 
desired new or re-positioned products and services.

You can build an audience by:
• Monitoring social media sharing of your con-

tent for feedback;
• Building additional cornerstone landing 

pages on core topics; 
• Performing open-ended question surveys to 

identify frustrations and desires; and 
• Creating processes for storing and accessing 

product and service ideas.
5. AUTHORITY 

You’ve arrived, but don’t slow down. The key 
to the resulting benefits of action and acceleration 
depends on the intelligent expansion of authority. 
Remember that the goal is to become the likable 
expert – arrogance is not an aspect of the 7A content 
marketing strategy.

Don’t toot your own horn, let others do that for 
you. You don’t need to say that you’re best in class, 
let others say that about you. Nobody loves a brag-
ger.
6. ACTION 

Although you’ve been asking for audience-build-
ing action all along, now we’re talking sales and lead 
generation. It’s time to launch that new product. Or, 
it’s time to switch to a proactive promotion based on 
your more accurate view of your existing offer based 
on what the audience has been telling you directly 
(and indirectly) via feedback.
7. ACCELERATION 

Now it’s time to enjoy the “unfair advantage” 
you’ve earned by building an audience (and, simul-
taneously, a media asset) first. Opportunities such 
as joint ventures for new products, affiliate and 
co-marketing partnerships, additional content from 
industry experts, better business development, and 
much more will arise at this point.

And while all of this probably sounds great to 
you, none of it will come your way in 2013 if you 
don’t execute. It’s not enough to have a good idea, 
you have to couple that with a sound strategy that 
you can execute. So, assert your authority and suc-
ceed in 2013!  ❖

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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s If you’re doing your research and you’re passionate about 
your value proposition, you too can put a 

unique spin on the latest trends.
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By Barbara Perino and Rebecca Walzak
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ky? One of Clint Eastwood’s iconic roles was that of 

“Dirty Harry.” Dirty Harry, for those of you too 
young to remember, was the classic anti-hero 

character; a cop who did whatever he needed to capture 
the bad guy. The movies always involved a shoot-out, 
which Harry inevitably won. Once captured, he would 
point his gun at the villain and proceed to taunt him with 
the chance that if all the bullets in the gun where gone, 
it was possible for him to escape. At the end of his taunt, 
he always asked, “So the question is, do you feel lucky 
today punk, do you?” Of course, these criminals wisely 
gave up and allowed Harry to take them off to jail. None 
were willing to take the chance that the gun aimed at 
their head had no ammunition.

 Although there hasn’t been a Dirty Harry movie in 
decades there appears to be a lot of mortgage lenders and 
servicers who are feeling lucky, despite the loaded pistol 
aimed at their head. Who are these brave; or perhaps bet-
ter described as foolish, individuals? They are the lend-
ers and servicers who repeatedly fail to believe that the 
regulations and requirements that have been published 
by various regulators, both state and federal, will impact 
them. For some reason, they think that they are too small, 
or not important enough to draw the attention of the 
regulators; that the regulations specifically designed to 
address business practices for working with consumers, 
consumer communication, and process control around 
consumer management were not intended for all lenders; 
just the few who were believed to have caused the prob-
lems in the first place. In conversation after conversation 
with senior executives from both origination and ser-
vicing organizations, I repeatedly hear responses to my 
questions about addressing these changes that reflect a 
lack of concern about the new requirements. Statements 
such as “We are too small for them to bother with us” or 
“Those issues only affect the large banks“ or “We always 
paid attention to the consumer, we don’t have to worry” 
and  “Those requirements aren’t final yet; when they are 
final we will take a look at them.”   

Unfortunately for these individuals the reality is that 
the new regulations are in place and actively being ex-
amined by auditors from the CFPB, OCC and others. It 
is true that the Servicing Agreement between five large 
banks and state and federal regulators established stan-
dards of performance and reporting for those banks, the 
reality is that all of these entities have adopted these stan-
dards as expected levels of performance. Over the past 
year they have examined lenders and servicers focusing 
on these requirements. In one case, a small bank servicer 
was required to rewrite all of their operational processes 
to reflect consumer risk elements and totally redesign 
their quality control and corporate governance policies 
and management. They ended up spending far more to 
satisfy the regulator’s findings than if they had addressed 
these issues prior to the exam.  
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Management that believe that CFPB 
is not ready to examine, or do not have 
sufficient auditors to conduct all the 
necessary exams should reevaluate 
that premise. The CFPB has now hired 
over 300 auditors and is actively con-
ducting exams of selected lenders and 
servicers. Members of the mortgage 
community should also be aware that 
very early in their existence they devel-
oped the means for consumers to file 
complaints and this process has been 
ongoing even though lenders may not 
be aware that it is occurring.  

Furthermore a recent conversation 
with the Conference of State Bank Su-
pervisors (CSBS) established that the 
states are adopting requirements for 
lenders and servicers licensed within 
the state that mimic those established 
by the CFPB.  The state agencies are 
also actively involved in training ad-
ditional auditors so that the number 
of audits that they perform can be ex-
panded.
What are they looking for? 

Although the various specific regu-
lations have been or are soon to be an-
nounced, the over-riding emphasis and 
elements of the focus on consumers are 
less well understood. It is important 
then that lenders and servicers recog-
nize that all these regulations are de-
signed to manage risk to the consumer. 
In other words, every organization 
should understand and have incorpo-
rated into their risk management pro-
gram, the elements of consumer risk.

 What is “consumer risk”? Con-
sumer risk is defined as the risk that the 
action taken by the company will cause 
financial harm to the consumer. Inher-
ent in this statement is the fact that 

any company will have its processes, 
monitoring and governance structured 
to ensure that consumer needs are met.  

Policies should also have procedural 
implementation documentation. For 
example, each company should have 
a policy describing their Fair Lending 
requirements. However, in order to 
demonstrate that this policy is in place, 
the company must be able to demon-
strate which activities are associated 
with this implementation. If the policy 
says that there is no discrimination in 
application practices, then the lender 
must show the activities that prevent 
any type of discrimination. In addition, 
the monitoring process for these activi-
ties must be described and examples 
provided. Finally, the results of the 
monitoring of these activities must be 
reported to senior management and 
discussed at executive meetings as 
demonstrated by the meeting minutes.  

Another critical piece of the program 
is the monitoring or Quality Control 
review and analysis. Although most 
originators and servicers have QC pro-
grams, those requirements are aimed 
at ensuring quality for Fannie Mae 
and Freddie Mac as investors. Lend-
ers must recognize that the monitoring 
program that CFPB and other regula-
tors expect to see needs to be focused 
on the consumer risk elements of the 
process. They want to ensure that these 
processes are tested and monitored. 
This means that changes must be made 
in an existing program or redesigned to 
be inclusive and analytic of consumer 
risk.  
What your organization must have 
in place?

Even if you are feeling lucky or are 

waiting for final announcements about 
specific regulations, the organization 
should begin to determine if their doc-
umentation and processes are in place 
to avoid becoming the recipient of 
unwanted scrutiny and penalties. Here 
is as brief checklist of items to review. 
Does your organization have:
•	 Policies	that	describe	how	the	

organization	deals	with	regulatory	
requirements.

•	 Procedures	in	place	to	implement	
those	policies.	Each	activity	must	
identify	if	it	contains	possible	
consumer	risk.	Each	process	must	
identify	what	must	happen	as	a	re-
sult	of	the	process.	If	the	process	
fails	and	the	result	can	cause	the	
consumer	financial	harm,	it	must	
be	included	in	the	monitoring	
program.

•	 The	monitoring	program	must	be	
focused	on	analyzing	the	ac-
tivities	in	place	and	determining	
whether	or	not	the	actual	activities	
that	take	place	meet	the	expecta-
tions	of	the	activity	as	described	
in	the	written	document.	This	
is	the	same	whether	or	not	the	
process	is	performed	by	people	or	
by	technology.		

Management	that	believe	that	
CFPB	is	not	ready	to	examine,	or	
do	not	have	sufficient	auditors	to	
conduct	all	the	necessary	exams	
should reevaluate that premise.	

It	is	important	
then	that	
lenders	and	
servicers	
recognize	
that	all	these	
regulations	are	
designed	to	
manage	risk	to	
the	consumer.
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•	 The	monitoring	program	should	
be	able	to	provide	valid	informa-
tion	on	the	process	as	a	whole	not	
just	on	a	few	loans	that	happen	
to	be	selected	for	review.	Ideally	
each	loan	should	be	reviewed,	but	
if	not,	any	sample	should	allow	
for	validating	the	results	suffi-
ciently	for	action	to	be	taken.		

•	 Corporate	governance	requires	
that	the	results	be	reported	to	se-
nior	management	and	that	the	re-
sults	be	discussed.	Any	indication	
that	the	policies	are	ineffective	or	
that	they	are	not	being	followed	
must	result	in	action	being	taken.		

This continuous circular implemen-
tation of monitoring and evaluation is 
required by the regulators to ensure that 
the problems that plagued the industry 
and resulted in numerous homeowners 
losing their homes unnecessarily do 
not reoccur.  

While Dirty Harry’s focus was al-
ways to bring in the bad guys, lenders 
and servicers are not, and should never 
again be described in those terms. We 

now have been given a way to demon-
strate that this industry has learned its 
lesson and that through the examina-
tions of regulations we can show that 
we not only understand the needs and 
concerns of consumers, but have ad-
opted the means to address their con-

cerns and provide them with the best 
loan and repayment services possible. 
Lenders and servicers should not avoid 
developing these programs but should 
welcome the opportunity to “show-off” 
their ability to provide for both the con-
sumer and the investor.  ❖
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The PaTh To PaPerless  
is Paved with Data

By Andy Crisenbery

One thing we consistently see is how important it is for lenders to 
consider a comprehensive approach when migrating to a data-based 
lending lifecycle.  

As electronic mortgage processing 
technology has become main-

stream, mortgage lenders understand 
the value of paperless lending more than 
ever. A recent survey of lender custom-
ers conducted by eLynx showed that 
nearly every lender, from the smallest 
to the very largest, had made progress 
in the move to paperless lending. As 
you might expect and probably have 
experienced firsthand, the same survey 
showed a large variation in where prog-
ress has been made to date and how far 
along the path to paperless each lender 
was. No one in the survey claimed to 
have a truly paperless lending solution 

in place; everyone has more work to do.
Our survey confirmed how fractured 

the industry is when it comes to intro-
ducing technology into legacy systems 
and paper-based business operations. In 
spite of the consensus that less paper is 
better, there isn’t a single best way to 
get there. Each lender is unique in terms 
of where they are in the process, the 
systems that are in place, their access to 
technical resources and capital, the level 
of automation and integration in their 
current workflows, and their business 
priorities. Getting from here to there 
has a lot to do with where the “here” is. 
In addition, there are probably as many 

opinions on where “there” is as there are 
industry pundits, technology vendors, 
and government regulators.

A few recent developments have 
helped to better define the path to paper-
less and accelerate progress down this 
road. The first is the recognition of the 
increasing importance and value of data 
throughout the loan process. Knowing 
that loans submitted to Freddie Mac 
and Fannie Mae must be delivered us-
ing the Uniform Loan Delivery Dataset 
(ULDD) is a strong incentive for lend-
ers to have ready access to their loan 
data. But the reason behind the require-
ment - to provide a higher level of data 

A recent survey of lender-
customers conducted by eLynx 
showed that nearly every lender, 
from the smallest to the very 
largest, had made progress in the 
move to paperless lending.

integrity, loan quality, and transparency 
to the mortgage industry and investment 
community - is an even greater force for 
change. GSEs and investors will cer-
tainly benefit, but the ability to extract 
loan data that until now has been locked 
in paper documents will also help lenders 
by reducing errors, manual intervention, 
and losses from fraudulent transactions.

The second development is the broad-
er acceptance of electronic signatures 
in the lending workflow. An example of 
this is the recent announcement that the 
IRS now accepts electronic signatures on 
Form 4506-T, Request for Transcript of 
Tax Return. This was the final remaining
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document in a standard disclosure 
package that required a wet signature, 
and this removes the last legislative 
speed bump in the electronic disclo-
sure workflow.

A third development several years 
in the making is the ongoing evolution 
and industry adoption of the MISMO 
standards. This is important because 
it establishes a common vocabulary 
across the entire mortgage finance 
industry. It is the framework that 
simplifies the integration of services 
and allows for a plug-and-play ap-
proach to mortgage technology. More 
importantly, it provides lenders with 
some assurance that the technology 
investments they make today will still 
be viable down the road. MISMO pro-
vides the framework, but the data that 
is conveyed via the framework is the 
essential part of an end-to-end paper-
less workflow. 

Capturing loan data and ensuring it 
is available throughout the workflow, 
and not locked within a print-format-
ted document is an important criterion 
for lenders to keep in mind when they 
make mortgage technology deci-
sions. A oft-used mantra has always 
been “follow the money,” but today, 
especially when it comes to lenders 
implementing a paperless mortgage 
workflow, it may more appropriately 
be: “Follow the data.” Integration 
gaps between systems or service pro-
viders in the flow of data through the 
mortgage workflow create unneces-
sary and unproductive steps which 
can disrupt business processes and 
derail paperless lending initiatives.

It has been our experience that the 
focus on loan data has been driven not 
only by advancing technology, but 
also by the demands of loan quality 
initiatives by GSEs and institutional 
investors. Investors purchasing loan 
portfolios have dedicated significant 
resources to improve their quality re-
views and validation of loan metrics. 
These efforts have dictated the use of 
loan data much earlier in the process 
and pushed lenders to implement 
data-based platforms and fulfillment 
processes.

Lenders, in turn, have pushed the 
evolution of data-based processes to 

the technology vendors that support 
them. Because of advancing technol-
ogy and streamlined data workflows, 
the industry now faces the next chal-
lenge – exchanging loan data. Today, 
instead of the underwriter walking 
down the hall and dropping off the 
loan folder to the loan officer, or fax-
ing HUD1 changes back and forth be-
tween the loan officer and settlement 
agent, each party needs to both con-
tribute and consume loan data within 
the systems in which they work. Using 
loan data to facilitate the transaction is 
a huge and measurable improvement 
in the loan lifecycle, but the lender 
cannot do so alone. All participants in 
the loan workflow must use loan data 
so as to ensure a consistent and accu-
rate audit of the entire transaction.

So how do lenders make progress 
towards paperless lending? There are 
many different approaches, and inter-
nal staff certainly know how to best 
tailor initiatives to their organization’s 
specific needs and challenges. But 
technology vendors can be a valuable 
resource in developing mapping the 
path towards an end-to-end paperless 
lending workflow. At eLynx, over the 
past decade, we’ve worked closely 
with hundreds of lenders on paperless 
mortgage initiatives. In addition, be-
cause we are loan origination system 
(LOS) neutral, we work with many 
different LOSs and third-party service 
providers to provide integrated elec-
tronic fulfillment. In our experience, 
one thing we consistently see is how 
important it is for lenders to consider 
a comprehensive approach when mi-
grating to a data-based lending life-
cycle. Many times specific phases of 
the workflow are targeted for making 
loan data available or introducing new 
technology without considering how 
these changes might affect supple-
mental workflow processes or how 
resulting data can be incorporated into 
supporting systems.  

For example, if the lender is initiat-
ing the loan closing phase by provid-
ing the settlement company with loan 
data instead of the standard paper-
based closing package, the lender 
needs to consider how any changes to 
the HUD being finalized by the settle-

ment company get incorporated back 
into their origination system without 
manually re-keying the changes. And 
how is the final settlement statement 
used at the closing table reconciled 
with what was approved and expected 
by the lender post close? Post-close 
quality control processes and servic-
ing systems must incorporate these 
changes as well. It is important to 
consider not only how to solve point 
issues in the lending lifecycle with 
data-based solutions, but how those 
solutions will be accommodated by all 
trading partners in the workflow.

Another important consideration 
when using loan data in the loan life-

Lenders can 
take advantage 
of lessons 
learned by not 
only utilizing 
their internal 
resources that 
have experience 
devising complex 
data strategies, 
but also 
leveraging the 
technology and 
service providers 
that support their 
operations.
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cycle is maintaining a consistent and 
accurate accounting of which party is 
changing the data and ensuring that 
changes are updated consistently in 
the source and all supporting systems. 
A data integration standard such as 
MISMO helps facilitate everyone 
“speaking” the same data language, 
but does not provide a business solu-
tion that makes sure, for example, 
that settlement fees changed on the 
HUD are applied to all of the support-
ing systems for the loan. A complete 
compliance and audit trail of the loan 
transaction that considers use of and 
changes to the data needs to be pro-
vided to ensure the investors’ quality 
requirements and to help resolve any 
issues that may be identified with 
quality reviews along the way. The 
strategy for facilitating this audit trail 
should incorporate what happens with 
the loan data once it leaves the “lender 
environment” and is provided to the 
support service providers and other 
trading partners.

eLynx has adopted a trading partner 
strategy that leverages our network 
of standard connectivity, our use of 
industry-driven standards such as 
MISMO, and comprehensive data 
management, audit capabilities, and 
real-time notification methods. This 
strategy enables lenders and their 
trading partners to both contribute 
and consume loan data throughout the 
loan lifecycle. As a result, we are able 
to mitigate many of the challenges 
introduced with moving towards a 
paperless lending environment.

Applying these same consider-
ations when defining paperless lend-
ing goals helps minimize issues along 
the journey. Lenders can take advan-
tage of lessons learned by not only 
utilizing their internal resources that 
have experience devising complex 
data strategies, but also leveraging the 
technology and service providers that 
support their operations. The partici-
pation of all parties affected ensures 
the optimum outcome and furthers 
your progress on the path to paperless 
lending. ❖
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True
David Lykken talks about the type of leader needed 
to make mortgage lending successful again.

ExEcutivE intErviEw

True
Leadership

T he financial crisis has battered the 
reputation of mortgage lenders 
everywhere. Lenders are being blamed 

wrongfully for the whole financial crisis. The 
result is a more regulated industry that is 
destined to become even more regulated. 
So, how does one survive in this space 
going forward? You have to lead. What 
makes for a great leader? Well, that’s where 
we run into some issues. David Lykken of 
consulting firm Mortgage Banking Solutions 
and the host of the only weekly radio show 
developed for mortgage professionals, by 
mortgage professionals called “Lykken on 
Lending” has some clear ideas about what 
is really needed to stand up and stand out 
when it comes to running a successful 
mortgage company. He sat down with our 
editor Tony Garritano to look back at the 
history of mortgage lending and to also look 
forward into its future. Here’s what he said:

Tomorrow’s Mortgage Executive Tomorrow’s Mortgage Executive41 42



Q: How has the mortgage space 
changed since you fi rst entered the 
space?

DAVID LYKKEN: In many ways the mov-
ie title “Back to the Future” is the best 
description. We’re back to where we 
started. Personally, I started in 1973. 
I say it’s back to the future because I 
have articles written in the 70s and 80s 
and they’re writing about new regula-
tion. That’s what we’re seeing today. 
We’re also back to Fannie and Fred-
die as the primary investors, as well. 
What’s different? There’s 10 times 
more regulations and 10 times more 
reliance on the GSEs. Looking back, 
I’ve seen some crazy experiments in 
the past 40 years and the consequenc-
es of those experiments. Today we’re 
back to the core fundamentals of lend-
ing. My biggest concern is: Are we 
wiser? I think we’re doomed to repeat 
history if we don’t learn from it. In my 
view all indicators point to the conclu-
sion that we haven’t learned from the 
past. That worries me.

Q: You’ve decided to focus your efforts 
around the subject of leadership in 
the mortgage space over the past two 
years in particular. Why?

DAVID LYKKEN: When you’ve been 
around as long as I have, you go from 
success to signifi cance. As an indus-
try we’ve had success, but what’s the 
signifi cance? We’ve struggled with 
leadership. I think we as a country 
are confused about what leadership 
is given the state of our politicians 
in Washington. If you talk about our 
space and look at the mortgage icons 
in recent decades, they’ve built huge 
companies, sold their interest, exited 
the industry and their reputations have 
been scorned because of the way they 
led. They weren’t necessarily bad 
leaders, but leadership is really like a 
tea bag in that you don’t know what’s 
inside a leader until you drop him in 
hot water. All tea bags look the same, 
but when you drop that tea bag in hot 
water all the fl avor comes out. As an 
industry, we have been dropped in se-
rious hot water. 

Our industry was not the sole con-

tributor to the fi nancial crisis, but 
we were a signifi cant contributor. 
Character and a lack of values led 
to homebuyers wanting to buy more 
house then they would afford and we 
were the biggest contributors when 
we offered all these exotic loan prod-
ucts. How did that happen? Leaders 
didn’t step forward, and those that did 
had their voices squashed. We better 
have strong leadership going forward 
if we’re going to make this industry 
work. If we have a character issue how 
do we turn that around? Somebody 
has to step up. 

Q: How would you characterize the 
state of leadership in the mortgage 
space? Is there room for improve-
ment?

DAVID LYKKEN: First, you have to 
speak up. We have a lot of voices 
whining right now. With four more 
years of President Obama we can 
expect more regulation. A leader will 
step up and say, “This is what we’re 
dealing with and here’s how we deal 
with it.” Second, leaders need charac-
ter. Is it all just about making money? I 
believe in free markets and capitalism, 
but we have to insert character into the 
equation. When you’re about making 
money at an expense that’s a character 
problem. When making money im-
pacts the livelihood of a community or 
the borrower’s willingness to repay is 

in question a leader will conclude that 
the deal is not right. 

Q: Speaking of leadership, we just 
came out of a Presidential Election 
where the leadership in Washington 
was unchanged. What does that mean 
for the mortgage space?

DAVID LYKKEN: We’re going to see 
more of the same. Over the past four 
years we’ve seen more regulation and 
higher capital requirements. We’ll see 
more of that. The CFPB read the elec-
tion as a mandate that they regulate 
our industry with even more scrutiny. 
I think we’re a divided country and 
it’s hard to call the election a mandate, 
but it is what it is. CFPB sees it as a 
mandate. So, we’ll see more regula-
tion and more strict punishment when 
you are not in compliance.

First, we’ll see higher capital re-
quirements, which will take good 
companies out of the game. Does that 
mean they go away? No, they just 
can’t sell to the GSEs. On that note 
I think a lot of people will choose to 
exit. As a result, we’ll see more merg-
ers and acquisitions. By the way, we’ll 
see more technology acquisitions, too. 
If you think about it, these technology 
companies have to invest millions and 
millions of dollars to upgrade their 
products to keep their clients compli-
ant. What does that mean? Only the 
technology companies with the big 
balance sheets will survive because 
you can’t charge the lender more in 
order for you to keep them compliant 
before they start looking elsewhere for 
their technology needs. 

Second, you’ll also see technology 
companies included in litigation. The 
CPPB is cracking down on lenders 
and that will spill over to the technol-
ogy companies that the lender uses as 
well.

Q: Going forward, what new rules can 
we expect from Washington and how 
will those rules shape the future of 
mortgage lending?

DAVID LYKKEN: I talked about the scru-
tiny on technology vendors. That’s 
new. Expect that to happen. Also, QM 

Industry Predictions
David Lykken thinks:

1Social media will become 
the primary method of 

discovery where homebuyers 
go to see where they’re going 
to get their next mortgage.

2Technology and process 
will be more important 

than ever before.

3This industry will survive 
and prosper. Mortgage 

lending will be a very 
profi table business.
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will be announced. The devil will be in 
the detail of the regulation. For exam-
ple, with QM they’re talking about a 
43% debt-to-income ratio. That’s fi ne, 
but that 43% may now include all of 
a homebuyer’s expenses. It’s all about 
how you calculate things. 

We’re also going to see a lot of 
scrutiny around process. A lot of com-
panies publish policies and procedures 
but they don’t follow their own guide-
lines. It’s window-dressing, and if 
you’re doing window-dressing to get 
the GSEs off your back that will have 
a consequence. 

Q: Tell my readers about your weekly 
radio show. Why did you start the 
show? How has it changed over time? 
What can we expect from the show go-
ing forward?

DAVID LYKKEN: That’s an interesting 
story. Why do we make the career 
choices that we make? I don’t think 
we fi nd out what we’re good at until 
later in life. I’ve found that I’m good 
at communicating, but I wasn’t a com-

munications manager. I got career 
counseling from my dad. He told me 
to get into banking because at least I 
could learn how to balance a check 
book. I was struggling with these 
concepts. I felt like I’ve been living in 
a foreign country these past 40 years. 
Mortgage lending isn’t complex, but 
for a guy operating in an industry where 
these concepts don’t come naturally, 
I’ve always struggled with keeping up 
on things. I was looking for a source to 
keep me up to date. It’s not what I’m 
best wired for, but I’ve been here for 40 
years and I love this industry.

For me, I like listening to things. 
There’s only so much reading that you 
can do at night. So, I went looking for 
a podcast and I couldn’t fi nd one. At 
my core I’m an entrepreneur. I saw a 
need. I studied and I got really smart 
people to come on and share their 
knowledge and I’ll learn a lot at the 
same time that I’m serving the indus-
try. It’s kind of like having a bunch of 
people at your house, serving up some 
food and talking about your business. 
We average 30,000 unique downloads 

of our broadcast every month. So, it’s 
astounding. It’s meeting a need. We’ll 
see where it goes. 

Q: As we end our talk today I would be 
very interested to hear your vision for 
the future of mortgage lending. Where 
are we headed as an industry?

DAVID LYKKEN: I’m bullish. The 
economy is connected to housing 
and homebuyers can’t buy a house 
with cash. We are not going to have 
a healthy economy without a healthy 
housing market. We’re going to see 
consolidation, which is going to 
prompt people to reinvent themselves 
and new people to enter. Reinvention 
isn’t possible for everyone. So, some 
of our friends will go away. If people 
recognize what’s ahead and become 
more process driven, they will suc-
ceed. If that drives you crazy, you 
need to fi nd a new career. If you can 
be process driven, you can make a lot 
of money. Profi ts are at record levels 
in some cases. This will be a profi table 
industry for those that can adapt. ❖

David Lykken has garnered a national reputation as a visionary, entrepreneur and business leader 
within the mortgage industry. He has also become a regular guest on the FOX Business News with Neil 
Cavuto, Stuart Varney, Liz Claman, Dave Asman and others. Additionally, David has his own national 
weekly radio program called “Lykken On Lending” that can be heard each Monday at Noon Central 
time by going to www.LykkenOnLending.com . As co-founder and Managing Partner of KLS Consulting 
doing business as Mortgage Banking Solutions, David Lykken has over 39 years of management 
experience as an owner/operator with in depth expertise in real estate fi nance and housing.
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MortgageFlex recognizes that all lenders have unique needs and has 
focused on meeting the mortgage industry’s lending system requirements
for the past 30 years. The result is the newest generation of LoanQuest,
a progressive, comprehensive loan origination system that will meet
your ever-changing needs for many years to come.

We listen to our customers and our systems reflect that commitment.
MortgageFlex. Call today to experience the difference.

800.326.3539
www.mortgageflex.com
jacksonville, florida

Some are more advanced...

Not all loan origination
systems are the same,
see how a little flex 

can help your business.

Call 800.326.3539 
or scan.

Origination and Servicing Systems

Transforming Mortgage Lending

MFX ADVAN Frog 2_22 May_Layout 1  2/23/12  5:24 PM  Page 1



Winning 
the NeW Game

ComplianCe-CentriC marketing 
automation delivers where Crm Can’t.

have you noticed how many mortgage lenders are 
hiring marketing professionals or otherwise ramping 

up their marketing operations these days? that’s because 
marketing has become mission-critical in today’s highly 
competitive, highly regulated environment. Corporate 
management has to be 100% certain that all outbound 
marketing is delivered with optimum …
•	 relevance
•	 frequency
•	 professionalism
•	 consistency
•	 efficiency
management also needs to be sure that all  
outbound marketing …
•	 correctly	reflects	the	lender’s	personality/brand
•	 satisfies	all	legal	and	regulatory	requirements

By stephen margrett
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So the search is on for technology 
solutions that (1) integrate all aspects 
of the marketing process within a 
controlled environment and (2) en-
able all of the players in the process to 
collaborate in converting opportunity 
into revenue:
•	 Lead	capture	and	qualification
•	 Database management and 

mining
•	 Audience segmentation and 

targeting
•	 Content creation, storage and 

management
•	 Multi-media delivery (includ-

ing print mail)
•	 Fast and secure execution and 

fulfillment
•	 Real-time response tracking 

and reporting

Why CRM no longeR CutS it:
CRM is a category of sales-centric 

solutions providing functionally un-
organized and non-automated tool-
kits that enable loan originators to 
perform	 specific	 chosen	 tasks,	 such	
as contact prioritization and manage-
ment.	 CRM’s	 are	 in	 effect	 glorified	
electronic rolodexes that are great for 
collecting customer information and 
providing schedule and task remind-

ers. however, they require a great deal 
of human intervention and, without 
that intervention, produce little for 
the bottom line. if CRM-type func-
tionality is to make a contribution to 
a mortgage lender’s revenue growth, 
it needs to sit inside a comprehensive 
Marketing Automation solution.
Forrester	 defines	 Marketing	Auto-

mation as “tools and process that help 
generate new business opportunities, 
improve potential buyers’ propensity 
to purchase, manage customer loyalty, 
and increase alignment between mar-
keting activity and revenue.”

this is why Marketing Automation 
has been the fastest growing “sales 
and marketing” software segment in 
the	 last	 five	 years	 (Focus	 Research).	
in fact, the adoption of Marketing 
Automation technology is expected 
to increase by 50% by 2015 (Sirius 
Decisions).

“initially, Marketing Automation 
exists	 to	 make	 marketers	 more	 effi-
cient by automating repetitive steps. 
thanks to Marketing Automation 
software, we no longer have to devote 
huge chunks of time on manual tasks 
associated with lead generation and 
nurturing. it helps eliminate human 
error, and gives more time to be more 
productive in tasks that require cre-
ativity and brain power”, says Chris-
tabelle tani of g2m solutions.

She goes on: “But it doesn’t end 
there. good Marketing Automation 
software allows you to personalize 
the way you respond …, adding much 
needed context to the content you send 
your carefully nurtured leads. it is this 
‘higher order’ Marketing Automation 
that really lets those companies de-
ploying Marketing Automation stand 
out from the competition.”

According to gartner, companies 
that automate lead management see 
a 10% or greater increase in revenue 
within six months. Righton interac-
tive’s infographic, the ecosystem of 
lifecycle Marketing, reveals some 
additional fascinating statistics about 
Marketing Automation – for example:
•	 83% of marketers recognize 

the value of lead nurturing
•	 on average a nurtured lead re-

sults in a 20% increase in sales 

opportunities
•	 Purchases made by nurtured 

leads are 47% larger when 
compared to purchases made 
by non-nurtured leads

•	 Businesses who use Market-
ing Automation enjoy a 45% 
increase	in	qualified	leads

Why MARketing hAS to Be 
ContRolleD:

While the pressure to produce 
remains a constant, the methods by 
which lenders can reach out to their 
prospects and customers have dra-
matically changed. lenders are now 
operating in an environment where 
mortgage marketing attracts greater 
scrutiny than ever before, especially 
from the CFPB and other regulatory 
agencies.

it was the FtC’s “Mortgage Acts 
and Practices – Advertising Final 
Rule” that initially pushed marketing 
compliance to the top of every lend-
er’s agenda, although this is only one 
component in an expanding array of 
mortgage-specific	 regulations	at	both	
the federal and state level that now 
seriously constrain marketing activity.

of particular interest is section 
321.3 of MAP, which outlines 19 
areas where mortgage advertising 
misrepresentations have been preva-
lent – including loan terms, fees and 
costs, and the consumer’s potential 
for savings or approval – and which 
“prohibits any material misrepresen-
tation, whether made expressly or by 
implication, in any commercial com-
munication, regarding any term of any 
mortgage credit product.”

in addition, to support the rule’s 
enforceability, section 321.5 sets out 
“recordkeeping requirements” de-
fining	 various	 categories	 of	 records	
that persons covered by the rule are 
required	to	retain.	Specifically:	“For	a	
period of 24 months from the last date 
the person made or disseminated the 
applicable commercial communica-
tion regarding any term of any mort-
gage credit product, covered persons 
must retain … copies of all materially 
different commercial communica-
tions as well as sales scripts, training 
materials, and marketing materials, 

The search is on 
for technology 
solutions that 
integrate all 
aspects of the 
marketing 
process within 
a controlled 
environment.
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regarding any term of any mortgage 
credit product, that the person made 
or disseminated during the relevant 
time period.”
A	 “person”	 is	 defined	 in	 section	

321.2(f) of the new rule as “any in-
dividual, group, unincorporated asso-
ciation, limited or general partnership, 
corporation, or other business entity” 
– in other words, everyone who’s 
reading this!

Why youR Solution MuSt Be 
enteRPRiSe-level AnD MoRt-
gAge-SPeCiFiC:

now let’s pull all of these factors 
together. the marketing challenge 
faced by lenders today, in short, is to 
enhance competitive advantage while 
satisfying all regulatory requirements. 
in other words, you need to create an 
operational environment in which in-
genuity and enterprise are still able to 
flourish,	but	without	putting	the	com-
pany in jeopardy.

Manual oversight of outbound 
communications – including variable 
content, such as personalized copy 
and graphics – might be a useful start, 
but	this	is	cumbersome	and	inefficient.	
More	significantly,	speed	to	market	is	
lost. Windows of opportunity open 
and close so quickly in today’s roller-
coaster mortgage market that even a 
brief delay can be costly. 

A better way to address the chal-
lenge, as we have argued in this pa-
per, is the implementation of robust 
Marketing Automation technology. 
however, even this is not enough. 
your solution must also address cor-
porate needs for management control, 
organizational accountability and 
adherence to increasingly stringent 

compliance demands. the days are 
gone when loan originators could be 
turned loose to do their own market-
ing. in the new world this is simply 
too dangerous.

Management has to take an ac-
tive role in ensuring the company’s 
brands and products are correctly and 
compliantly represented in the mar-
ketplace. Communications with pros-
pects, customers and referral partners 
– whether driven from the center or by 
originators – must be controlled, with-
out inhibiting genuine creativity and 
individual initiative. to support man-
agement in this expanded role, what’s 
needed is a Marketing Automation 
platform that is enterprise-level, mort-
gage-specific,	compliance-centric	and	
rules-driven.

the BottoM line:
When lenders embrace mortgage-

specific	Marketing	Automation,	 they	
improve all touch points with poten-
tial	 borrowers,	 from	 the	 first	 contact	
through the closed deal and servicing 
of the account. through strategic lead 
nurturing and audience segmentation 
capabilities, Marketing Automa-
tion solutions create highly-targeted 
campaigns that reach the appropriate 
prospects with the appropriate com-

munications at the appropriate times.
instead of running manual market-

ing campaigns, which can be time 
consuming and error prone, with a 
Marketing Automation solution in 
place lenders can launch campaigns 
with the click of a mouse, delivering a 
significant	boost	in	productivity.	More	
campaigns can be run with fewer re-
sources, compliantly bringing in more 
qualified	 leads.	 In	 addition,	 lenders	
can more quickly and compliantly 
respond to ever-changing market con-
ditions to gain competitive advantage.

Marketing Automation also pro-
vides instant feedback about which 
campaigns are working and which 
ones need to be tweaked for optimal 
Roi. this produces greater traction 
and improves the responsive nature 
of lead management. But it’s not just 
the	marketing	area	that	benefits	from	
automation.	 Lenders	 benefit	 more	
broadly from having a highly effective 
business growth system that consis-
tently delivers results in a compliant 
fashion.

in summary, Marketing Automa-
tion delivers to lenders a reduction in 
the cost per lead, increases the Roi 
from marketing campaigns and signif-
icantly improves borrower acquisition 
rates. in today’s highly competitive 

and highly regulated lending environ-
ment, lenders must not only be able 
to quickly and effectively generate 
new business, they must also do it in a 
compliant manner.

this is the promise on which 
enterprise-level	 mortgage-specific	
Marketing Automation delivers where 
traditional CRM couldn’t. it’s the 
complete solution for lenders looking 
to drive continued success in a chal-
lenging environment. ❖

While the pressure to produce 
remains a constant, the methods 
by which lenders can reach out to 
their prospects and customers have 
dramatically changed.

About the Author
Stephen Margrett is CEO of The Turning Point, Inc. The 
company’s flagship product is MACH3, a mortgage-
specific CRM and automated marketing engine. With a 
master’s degree in consumer behavior from the University 
of Minnesota, Stephen has been in the field of relationship 
marketing for more than 25 years. In 1986, he created Europe’s 
first full-service, data-driven marketing agency and managed 
it until the mid-1990s, when he moved to the United States.
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Do You Know How to Cut Through the
Challenges Limi  ng Your Business?

If you listened to Lykken on Lending, you would!
Lykken on Lending is a weekly, 60-minute radio program hosted by David Lykken – 
mortgage veteran of nearly 40 years, along with regular guests Alice Alvey – President 
of Mortgage-U.com, Joe Farr – of MBSquoteline.com and Andy Schell a.k.a. “The Pro t 
Doctor” - Managing Partner of MBS.

Covering Topics from Main Street 
to Wall Street and Capitol Hill

Listen LIVE Coast to Coast
Mondays at 1:00pm Eastern/10:00am Paci c, 

or dial in and listen at (646) 716-4972 or (877) 666-9318

Download the Podcasts of previous episodes any  me at
h  p://www.LykkenOnLending.com

Presented by:

Mortgage Banking Solu  ons Can Help You With:
Strategic Direc  on
• Loan Produc  on Strategies
• Marke  ng / Social Media
• Business /Growth Strategie
• Branch Expansion 

Agency Approval Support
• Ginnie Mae
• Fannie Mae/Freddie Mac
• Becoming Opera  onal

Mergers & Acquisi  ons
• Buy, Sell or Hold
• Company Valua  on
• Due Diligence

Financial Strategies
• LO Compensa  on Strategies
• Strategies to Increase Capital
• Hedge Model Valida  on
• Accoun  ng/Bookkeeping Support

Opera  onal Reviews
• Best Prac  ces Assessment
• Produc  vity & Pro tability 
• Warehouse Lending Audits 

Bank-Owned Mtg Opera  ons
• Create/Expand Mtg Pla  orm
• Cross-Sale/Customer Reten  on
• Regulatory Compliance/Audits

h  p://www.mbs-team.com · (512) 977-9900 · sales@mbs-team.com



Mortgage Lending
INFLECTION POINTS
We’re approaching the time when there are no more 
refinance bullets in the mortgage rifle, which also 
means no more loans for us.

It is hard to forget about the economy 
and the housing market for even a 
few minutes these days, or for that 

matter, these last fi ve years. 
Anyone as immersed in an industry as 

much as mortgage veterans are must be 
about the same. What is different lately, 
though, is it is easier to think about the 
market ahead. That it will be different 
than any other housing market in history 
is plain. Just how it will behave remains 
somewhat of a mystery. Make no mistake, 
however, mortgage lending has thrived 
after six fairly signifi cant infl ection points, 
a few of which were revolutionary. We’re 
about to experience the seventh infl ection, 
which brings with it elements of the past 
plus some tantalizing new characteristics 
of its own.

There’s a step remaining before the 
seventh infl ection point occurs: borrowers, 
communities, lenders, investors, the GSEs, 
the housing market and the economy have 
to wrap up this current refi nancing wave 
that, when you think about, fi rst started 
in 2009. It is important work; homeown-
ers are collectively saving billions on their 
mortgage payments, which is great for the 
economy. More importantly, the Home 
Affordable Refi nance Program (HARP) is 
keeping homeowners in their homes, help-
ing to end the foreclosure cycle that began 
almost fi ve years ago.

One year remains of HARP help. HARP 
2.0 is a 2012 success, helping an estimated 
1 million homeowners over the course of 
the year each save a couple hundred dollars 
per month. Do the math: collectively they’re 
saving approximately $3.6 billion per year, 
plus they’re staying in their homes, stabi-
lizing their communities, contributing to 
economic growth and bringing the housing 
market back to health. 

By Dan Green
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2013 looks similarly bright for 
HARP. How many more homeowners 
could and should take advantage of the 
Program? Estimates range from two 
million to seven million. Any way you 
look at it that is a lot of loans, though it 
helps to put numbers  in context. Dur-
ing 2012, the mortgage industry will 
close approximately 8 million residen-
tial first mortgage loans. Two million 
is 25% of the total. Seven million is 
87.5% of the total. Next year’s mar-
ket is expected to be slightly smaller 
at about 7.5 million loans, making the 
HARP opportunity all that much more 
important.

What are your plans for HARP? It 
is obviously good for borrowers. It is 
good for lenders, too for a variety of 
reasons. Let’s start with awareness. 
Need a new way to talk to your audi-
ence about your mortgage program? 
HARP is the answer. Create aware-
ness among those that qualify and the 
broader community you serve. Every 

marketing strategy needs freshening 
up from time to time. This is a good 
opportunity to do just that. It is, like 
most refinance, profitable business 
even though HARP loans tend to take 
a little longer as well as require ad-
ditional work. Still, this is attractive 
lending from a revenue and margin 
perspective.

The GSEs recently made the Pro-
gram more attractive from a repre-
sentations and warranties perspective. 
Buybacks are a persistent worry and 
have been since the housing bubble 
burst in 2007. Fannie and Freddie rec-
ognize the worry, hence the improve-
ments in these important HARP provi-
sions. If you have stayed away from 
HARP lending for this reason, give the 
new reps and warrants a fresh look. 
They may change your mind.

The last refinance, HARP or other-
wise, brings the market to its seventh 
inflection point and tees up the next 
revolution. What happens after the fi-
nal homeowner closes their refinanced 
loan, lowering their payment? The 
implications, both short- and long-
term, are significant and sobering. The 
near term impact is obvious:  no more 
loans. Recall the Bugs Bunny cartoon 
in which Elmer Fudd is doing his usual 
blundering job of hunting rabbits. El-
mer has Bugs in his sights. Elmer pulls 
the trigger. Nothing happens. Bugs, 
glib as ever, simply says, “Hey, laugh-
ing boy, no more bullets,” which also 
means no rabbit for Elmer.

We’re approaching the time when 
there are no more refinance bullets in 
the mortgage rifle, which also means 
no more loans for us. And it’s differ-
ent this time around: the market won’t 
reload in 18, 24, 30 or 36 months like 
it always has. Homeowners who have 
refinanced this time will hold on to 

their 3.50% 30 year mortgage loans 
for much longer than borrowers of 
the 1980s, 1990s and the 2000s. This 
may be the most important element of 
the seventh inflection point: we’re in 
for year after year of purchase-money 
lending, the true heart and soul of 
mortgage lending.

The mortgage industry has not ex-
perienced a long-run purchase market 
since the post-World War II housing 
boom. There are not a lot of lenders 
left who were originating loans in 
those days. While they’d have helpful 
lessons to share, so much is different 
this time in terms of borrower expecta-
tions and demographics and housing 
preferences and choices. The mortgage 
industry, market and mortgage process 
has changed, too. Suffice it to say:  now 
is the time to think and act on the pur-

chase strategy that suits your company, 
your customers and your community. 
One size in no way fits all.

We’re most concerned with the 
mortgage process; that’s our business 
and has been since the start of the 
internet lending revolution, the fifth 
inflection point. The mortgage cycle, 
that period of time from origination 
through closing, funding and delivery, 
is simply a manufacturing process, one 
that was truly broken a decade ago. 
While it has gotten a lot better thanks 
to the attention it’s gotten and thanks to 
robust technology, there is still much 
more to be done.

Look at it from three perspectives. 
First is compliance. While not the most 
exciting aspect of mortgage lending, it 
has never been more essential. Today’s 
rules and regulations are more numer-
ous and stringent than ever before. 
They are also more difficult for human 
beings to follow consistently. That’s 
where strong, rules-based technology 

is indispensable. Technology used to 
its fullest compliance capabilities 
means you will lend with confidence. 
Face it; this regulatory environment 
will not abate anytime soon. 

Second is transparency. Lessons 
learned sifting through the aftermath 
of the great housing rush and bust of 
the early 2000s include the need for 
everyone involved to have appropriate 
visibility into the mortgage process 
from beginning to end. If your role is 
borrower, you need clearer documen-
tation, explanation and knowledge of 
what occurs while your mortgage is 
being processed. Borrowers also need 
a better understanding of the implica-
tions of their financing decision, both 
immediate and long-term. Clearly, that 
did not happen in the run up to the col-
lapse.  

Homeowners who have refinanced this time will 
hold on to their 3.50% 30 year mortgage loans for 
much longer than borrowers of the 1980s, 1990s and 
the 2000s.
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If your role is investor, you too need 
abundant and clear access to all of the 
data used in the loan’s manufacture. 
The burden is on the lender to collect, 
assemble, use and expose all loan in-
formation to the parties in the transac-
tion exactly when and where needed. 
This, too, is where powerful technol-
ogy comes into play. How many total 
data points are there in a single mort-
gage loan? Easily several thousand. 
Multiply that by one year’s produc-
tion, and shared data points run to the 
millions. The days of lending without 
technology or using multiple platforms 
to manufacture a loan are over; data 
integrity and transparency is far too 
important, not to mention required.

Third is speed through the mortgage 
cycle. No lender closes a purchase loan 
as quickly today as was possible in the 
early 2000s; there’s simply too much 
to be done compared to those days. 
Still, speed-to-close is a purchase-mar-
ket differentiator. Lenders need every 
possible differentiator as a mortgage 
loan becomes more of a commodity 
as time passes. Rules and workfl ow-
based automation plus the leap to 
fully electronic, completely paperless 
lending translate to speed.  Here again, 
technology is the answer.  

The seventh infl ection point, which 
joins other revolutionary moments in 
mortgage lending like the advent of 
DU/LP, internet lending and the hous-
ing crisis, is multidimensional, much 
broader than the three manufacturing 
points mentioned here. Compliance, 
transparency and speed are each dif-
ferentiating in their own way, and each 
requires technology enablement. Yet 
the other dimensions of the seventh in-
fl ection point are important to ponder 

and include borrower profi le, property 
characteristics, credit standards staff 
capabilities and qualifi cations, second-
ary marketing design, investor profi les 
and a host of other considerations. 
Those, however, are subjects for an-
other day.

Curious about the six previous in-
fl ection points? This is purely a per-
sonal hypothesis, one developed after 
staring, of all things, at the 112 year 
history of the US Homeownership rate. 
It’s a fascinating picture, especially 
against the backdrop of history and the 
fact that the homeownership rate, too, 
is coming to an infl ection point of its 
own. So, briefl y, here are the other six:

1) Post WW II Housing Boom
2) The Introduction of the 1003
3) DIDMCA
4) The advent of DU/LP
5) Internet Lending
6) The Housing Crisis
Mortgage lending in the next ten 

years may be the most interesting pe-
riod in a long and storied history. 112 
years from now we’ll know for sure! ❖

Suffi ce it to say: now is the time 
to think and act on the purchase 
strategy that suits your company, 
your customers and your 
community.
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