
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:



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.



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. ❖
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