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Is Subprime Lending Back?

According to data from the latest Equifax National Consumer Credit 
Trends Report, first mortgage originations for subprime borrowers 
(consumers with an Equifax Risk Score of 620 or below) have shown 

steady growth from January to October 2015, with more than 312,000 new 
mortgages originated, totaling $50.7 billion. This represents an increase of 28 
percent in number of first mortgage originations and a 45 percent increase in the 
total balances from the same time a year ago.

“While there are many characteristics that define a subprime loan, such as 
the specific terms of the loan and the lender who issues it, credit standards are 
becoming more accommodating to meet market demand,” said Amy Crews 
Cutts, chief economist at Equifax. “At the same time, lenders are focusing more 
attention on evaluating consumers’ ability to repay. This has led to a much larger 
reliance on third-party data verifications that enable lenders to more accurately 
vet subprime borrowers much earlier in the origination process.”

The industry is also seeing an increase in subprime activity within the home 
equity market, with the total balance of home equity installment loans originated 
for subprime borrowers increasing to more than $1.4 billion, a year-over-year 
increase of 32.7 percent; with the total credit limits on home equity lines of 
credit (HELOCs) reaching $608 billion, a year-over-year increase of 6.8 percent.

Cutts continued, “Home equity installment loans are often more suitable for 
consumers with credit issues, but the regulatory costs and underwriting burdens 
have typically made them very expensive for lenders to originate. Conversely, 
HELOCs are generally more popular among consumers, but less accessible to 
subprime borrowers. Mortgage insurance is a viable alternative for home equity 
loans that might be used as piggy-back financing for part of the down payment 
on the first mortgage and may explain why we are not seeing similar proportion-
ate increases in subprime home equity loans.” 

Editor’s NoTES
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Your Voice

Servicers, non-bank servicers, investors and 
private capital groups are all struggling to 
reimagine the way they process insurance 

claims.  There is a need for speed and quality with 
the caveat to be cost effective. As a result, many of 
these organizations are looking to outsource their 
needs to specialized vendors. 

By using a service-oriented business model, 
vendors are able to accomplish a faster processing 
timeline at a lower cost than mortgage servicers, 
which pleads the case that servicers should look to 
experienced vendors with knowledgeable, indus-
try seasoned staff. Not only do vendors understand 
the intricacies of processing various claims, but 
they have the skills to handle a diverse range of 
customers and their evolving needs. In addition, 
vendors can build on a service-oriented model by 
forming partnerships with property preservation 
companies and major insurance carriers to stream-
line the claims management process.

In order to process claims faster than the 
industry norm, a vendor must incorporate data-
specialized, Federal Housing Administration 
(FHA) reporting into their timeline management. 
This reporting allows vendors to reduce expenses 
for customers while ensuring that investor obliga-
tions are fulfilled. The focus should always be on 
the largest recovery possible while maintaining 
insurer standards and investor/servicer timelines. 

The filing of claims can be streamlined and 
improved with the use of innovative technology 
to automate the process. There is now technology 
available that is capable of client specified report-
ing and other various communications options for 
customers. As we continue to move in a direction 
where problems are solved at the click of a mouse, 
it is vital that vendors embrace and utilize the 
evolution of automation. Technology will improve 
the client-vendor interface to be more interactive, 

streamlining communications as well as allowing 
vendors to trigger recoverable depreciation claims 
on FHA properties. 

A never changing paradigm in the industry is 
that of compliance, which is especially important 
when looking for new ways to speed up processes 
and save customers money. The risk mitigation 
component of the claims process is too often over-
looked by all parties. Whether it is the Office of the 
Comptroller of the Currency (OCC), Consumer 
Financial Protection Bureau (CFPB) or another 
regulatory body, compliance now requires team-
work between servicers and vendors. By proac-

tively preparing for audits, companies can shorten 
the actual audit process, therefore saving both time 
and money for themselves and their clients. It is 
imperative that both vendors and servicers under-
stand new regulations as they are released, so as to 
address them preemptively before they become an 
audit finding.

As servicers choose among various vendors for 
the processing of insurance claims, it is important 
that they make informed decisions based on the 
right fit for their needs. The vendor that improves 
the claims filing process by increasing speed and 
decreasing cost is one that uses a service-oriented 
approach, innovative technology and compliance 
expertise. v

Speed and Efficiency
There is a need for speed and quality with the caveat to be cost 
effective.

By Tom Stover

Tom Stover is the senior director of solutions development of Dallas-based DIMONT, provider 
of specialty insurance and loan administration services for the housing industry. Additional 
information is available at www.dimont.com. 

In order to process claims 
faster than the industry 
norm, a vendor  
must incorporate  
data-specialized, 
FHA reporting.
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Recovery Tips

As the mortgage industry forges ahead 
into a New Year, lenders are under 
immense pressures to remain profit-

able. Winter months are typically slow, making 
it even more critical for the industry to look 
beyond Millennials – the largest generation in 
history at just over 83 million, but one that still 
faces significant challenges that could prevent 
many from purchasing homes within the next 
several years. For example, record-high student 
loan debt is making it difficult for Millennials to 
save for a down payment. Even more concern-
ing for this group’s future is that seriously delin-
quent education loans have increased more than 
11 percent of the $1.19 trillion, likely due to a 
struggling (although recovering) job market.   

To succeed in this environment, lenders 
should consider revamping their initiatives and 
focus more attention on other buying segments, 
including Gen X and Baby Boomers.

Gen X & Baby Boomers the key to 
profitability 

While Millennials have monopolized much 
of lenders’ attention in recent years, Gen X 

(those ages 35-50) is proving to be the most 
stable generation. While a much smaller group, 
the National Association of Realtors (NAR) 
recently reported that Gen X is the largest 
home-selling demographic at 27 percent and 
with a medium income of just under $105,000. 
Additionally, this group is in the market for 
larger homes as they grow their families, mak-
ing them an ideal target market. 

Baby Boomers are also a market segment 
that should not be ignored. While the net worth 
of this generation is about half what it should 

be if the recession had never occurred, Baby 
Boomers still have, on average, more than 
$200,000 in home equity. Additionally, as this 
group retires and moves into smaller and less-
expensive homes, many are looking to free up 
that equity. According to NAR, 81 percent of 
younger Baby Boomers (ages 50 to 59) are buy-
ing single family homes, and nearly 60 percent 
of Baby Boomers age 60 and older are purchas-
ing single-family homes in senior-related hous-
ing communities. In fact, Baby Boomers are 
expected to spend $1.9 trillion or more on home 
purchases over the next five years.

Appealing to everyone…not just 
Millennials 

While Millennials appear to be the market to 
go after, industry reports clearly show that Gen 
X and Baby Boomers are also viable market 
segments to increase growth – especially while 
Millennials overcome challenges related to stu-
dent loan debt and a still-recovering job market. 
But to do so, lenders must implement innova-
tive technology and new processes that appeal 
to all generations, and that speed underwriting 

and expedite document collection to further 
strengthen customer service.

Lenders must also recognize that each gen-
eration expects a customized experience. They 
expect to interact with them the way they want. 
For example, Millennials, the most tech-savvy 
generation in history,   may prefer digital ser-
vices and online communication or texts. Gen 
X, also tech-savvy, may have similar expecta-
tions but also want the option of in-person in-
teractions with their lender. For Baby Boomers, 
traditional communication will likely be the 

Don’t Ignore New Borrowers
To succeed in this environment, lenders should consider 
revamping their initiatives and focus more attention on other 
buying segments.

By  Jeff McGuiness

While Millennials seem like a promising market segment, 
the wisest lenders will look beyond this generation to 
remain profitable in 2016.

Tomorrow’s Mortgage Executive10
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method of choice. 
In response, lenders must operate with a custom-

er-centric approach that appeals to everyone – not 
just one market segment. This may include online 
portals that allow borrowers to more easily access 
loan documents as well as view real-time progress. 
Additionally, lenders should take advantage of 
modern technology to enable borrowers to elec-
tronically sign important loan documents. Not only 

can this significantly speed the process and stream-
line operations, but also result in excellent customer 
satisfaction rates. 

While Millennials seem like a promising market 
segment, the wisest lenders will look beyond this 
generation to remain profitable in 2016. Millennials 
will continue to face challenges over the next sev-
eral years, while Gen X and Baby Boomers present 
opportunities that lenders simply cannot ignore. 

While Millennials appear to be the market to go after, 
industry reports clearly show that Gen X and Baby Boomers 
are also viable market segments to increase growth.

Jeff McGuiness is Chief Sales Officer for Embrace Home Loans, an approved lender for FHA, VA and an 
approved seller servicer for FNMA, FHLMC and GNMA. Embrace Home Loans has remained a prominent 
leader in the industry, having provided hundreds of thousands of individuals and their families with mortgage 
loans, and now helping banks to provide home financing through its Affinity and Assisted outsourced 
mortgage solutions.
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Market Pulse

The Future of Paperless lending

51%
Social media 

presence

43%
Consumer portal

18%
Recruiting programs 

targeting college 
students, recent 

graduates

10%
 Loan program
 for millennials

TILA-RESPA 
Integrated 
Disclosures  
As of Oct. 3, 2015, the 
CFPB requires that 
mortgage lenders provide 
two new disclosure forms 
to help borrowers make 
better-informed decisions: 

Closing Disclosure
Discloses final costs and terms 

at least three business days 
before the loan closing date, 

versus a previous rule allowing 
24 hours advance notice only 

upon borrower request.*

Mortgage Pros Embrace New Ways
to Engage Borrowers

2015 Xerox Path to Paperless Survey
Information reflects the responses of a blind online survey conducted within the United States on behalf of Xerox®  Mortgage Services in October 2015 
among mortgage professionals with backgrounds in origination (97 percent), servicing (61 percent) and other functions (11 percent). The respondents 
represent a cross-section of the mortgage industry, including 58 percent who work in general/executive management; 17 percent in operations 
(underwriting, risk management); and 14 percent in production (sales). 

©2016 Xerox Corporation. All rights reserved. Xerox® and Xerox and Design® are trademarks of Xerox Corporation in the United States and/or other 
countries. BR17665 

of mortgage pros expect 
to see an increase in the 
use of eDelivery.  

51 percent of mortgage pros -- 
compared to 33 percent in 2014 
-- believe that half of all loans 
will be closed as eMortgages in 
four years or less.  

Implementations 
to attract millennials:

rate eAcknowledgment and 
eSignatures, which expedite and 
ease borrowers’ signatures, the top 
“very important” tech feature.

Millennials are the 
largest group of recent 
homebuyers.*61%

are engaging in millennial-specific 
initiatives. 

32%

are leveraging smartphones and 
tablets for business transactions — 
doubling from 16 percent in 2014. 

51%

*Sources: Consumer Financial Protection Bureau, “Know Before You Owe: Making the Mortgage Process Easier for You,” September 2015
 National Association of Realtors Generational Survey, March 2015

92%

eMortgage Optimism Rising

Loan Estimate 
Discloses key loan terms 
and cost estimate to the 

borrower at the beginning 
of the mortgage process.

How Regulation and Homebuyers are 
Transforming Mortgage Processes
TRID Drives Faster Communication 

Decrease processing time 
and cost per loan 59%

Accelerate document delivery 
process 63%

Accelerate closing disclosure 
process 66%

Mortgage pros' top three “very important” benefits 
of going paperless:

®

today’s paper-intensive, home-
financing process can seem archaic 
to millennials and other borrowers 

accustomed to the effortless nature of to-
day’s many digital services. While a paper-
less mortgage world remains a dream, an 
annual Xerox survey reveals an acceler-
ated pace toward making it a reality.

Key findings in the 11th annual Xerox 
Path to Paperless Survey pointing to a rap-
idly changing mortgage landscape include:

>> Accelerated Paperless Delivery 
Adoption: About 78 percent of the mort-
gage professionals polled have technology 
in place for eDelivery of disclosures or oth-
er documents to borrowers — an increase 
of 15 percent from the previous year.

>> More Borrowers to Receive 
Documents Electronically: An overwhelm-
ing majority of respondents — 92 per-
cent — expect an increase in their use of 
eDelivery as a result of the TILA-RESPA 
Integrated Disclosures rule, helping offset 
closing delays as the industry adapts to the 
new regulation (only 15 percent cited a 
smooth implementation of TRID).

>> eMortgage Optimism Rising: More 
than half of respondents (51 percent), 
compared to 33 percent the prior year, be-
lieve that half of all loans will be closed as 
eMortgages in four years or less.

“While completely digital mortgages 
are not yet the norm, our survey shows 
continued movement away from shuffling 
paper from one desk to another and to-
ward online platforms that enhance com-
munication between all parties at every 
stage of the loan,” said Jeffrey Nuckols, 
senior vice president of Xerox Financial 
Services. “The new regulatory effort to 
improve the mortgage process comes at a 
time ripe for engaging today’s borrowers 
who increasingly demand an interactive, 
digital experience.” 

Tomorrow’s Mortgage executive14
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Process Improvement

As a regular reader of this column you should 
know that it is usually all about my thoughts 
about what we can do to move the mortgage 

industry forward. I’m going to switch things up and 
continue the industry conversation that was started 
in the last edition. I reached out to some industry 
heavyweights to see what they thought about 2015 
and what they expect will happen in 2016. Here’s 
what they said:

David Green, Founder & President of The 
StoneHill Group, noted that he sees some trends 
developing. He noted, “I see three primary trends 
affecting the mortgage industry over the next year – 
more regulatory challenges, higher loan costs, and a 
steady growth in digitizing home loans.

“The mortgage industry spent a great deal of time, 
effort and money on regulatory compliance in 2015, 
and 2016 promises more of the same,” Green said. 
“TRID was far and away the largest hurdle mortgage 
lenders have encountered in years, and the industry 
will continue to struggle with new disclosures well 
into the new year. But TRID is not the only obstacle 
lenders face. This year, HUD will implement more 
changes to its 4000.1 handbook, particularly for 
FHA rehab loans. Meanwhile, from the perspective 
of both the FHA and GSEs, servicing quality con-
trol has become as important as purchase QC, if not 
more so. 

“For the average lender, scrutiny over loan qual-
ity and the ongoing impacts of Dodd-Frank and the 
activities of the CFPB are creating an enormous 
need for greater numbers of QC professionals in our 
industry, as well as the need to provide better train-
ing to those responsible for analyzing and review-
ing loan quality. As a result, I expect loan costs will 
continue to rise in 2016. However, I don’t think they 
will rise as dramatically as they did in 2015, and in 
fact, they may even stabilize a little.

“Lastly, I see a growing trend toward digitizing the 
mortgage process,” Green continued. “Technology 
can help lenders tremendously when it comes to en-
suring loan quality and absorbing the impact of new 
regulations. Most lenders already are leaning heav-
ily on their loan origination systems to handle the 
requirements of TRID, for example. I expect lenders 
will increasingly rely on technology in 2016, which 
will help loan costs from getting out of control. I 
doubt lenders will leverage technology as much as 
they could or should. But I definitely see progress 
ahead.”

Rebecca Walzak, president of rjbWalzak 
Consulting, added that there will be an “emphasis 
on affordable housing and fair lending that will con-

tinue to be driven by both race and gender. With the 
two female presidential candidates—one from each 
party—leading the charge, the emphasis on gender 
bias will increase.

“City based housing will continue to grow as both 
the baby-boomers and millennials look for in-town 
housing. However, this must be tempered with the 
growing development of suburban town centers, 
which provide much of the same amenities as down-
town experiences. Many Gen Xers are looking to 
move closer to town or these town centers. 

“Immigration will continue with middle-eastern 
families becoming a larger percentage,” Walzak 
pointed out. “I expect that the minimum wage will 
remain low as that population will likely accept 
lower-paying jobs. The number of rental units will 
continue to increase. We are seeing numerous new 
apartment buildings going up in Southeast Florida, 
for example.

“Lenders will focus much-needed attention on the 
consumer and making their process for applying and 
closing a loan easier. They will begin using more 
of the applicant’s personal data stored in numerous 

The Forecast For 2016 Is …
Industry leaders look back at 2015 and predict what will happen 
throughout 2016.

By Tony Garritano

Technology can help lenders tremendously when it comes 
to ensuring loan quality and absorbing the impact of new 
regulations.

Tomorrow’s Mortgage Executive16
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databases to individualize their approach. Data, the 
analysis of data and use of this analysis will become 
critical to those lenders who wish to survive.

“Operational risk and the associated understanding 
of “quality” for loans and servicing will grow in stature 
and data on this will be demanded by the secondary 
and capital markets,” Walzak concluded. “This will 
build off the standardization of “defects” that was be-
gun by the agencies.”

Chris Backe, business develop-
ment director, financial services, 
at Velocify, pointed out that, “In 
2016 we’ll continue to see a strong 
focus on marketing technology. In 
2015, we saw a large uptick in the 
number of lenders acquiring mort-
gage CRM tools, especially mar-
keting automation solutions. This 
included an increase in enterprise 
type deals, because lenders see 
the value in marketing not just for 
demand generation purposes but 
for nurturing purposes as well. No 
lender can afford to lose prospects 
or sell a loan and simply hope for 
repeat business. The market is far 
too competitive. The fact that Ellie 
Mae has purchased another mort-
gage CRM provider suggests that 
it’s still very important to lenders.

“I think we’re starting to see a 
shift in the housing industry re-
garding who owns the consumer 
relationship. Historically, Realtors 
were in the driver’s seat, and they 
wielded an enormous amount of 
influence over which lenders their clients worked with. 
But this is starting to change.

“Right now, we have millions of potential Millennial 
borrowers who want to figure out what they can afford 
before they look at certain neighborhoods. Getting a 
mortgage is also trickier than in the past, so it does 
consumers little good to talk to a real estate agent be-
fore they understand their purchase power. They can 
get these answers online at any time,” Backe noted. 
“As a result, the majority of borrowers have already 
developed a relationship with their lender before even 
talking to a Realtor.

“Before, it was like being at the car dealership. 
You’d shop around and when you decided you were 

ready to buy, the salesperson would be introduced to 
a finance person, who was usually tucked away from 
the showroom floor in a back office somewhere. But 
in the mortgage industry, the Internet has really shifted 
that paradigm. It has allowed lenders to come out of the 
background and make connections with borrowers as a 
trusted source of information.

“I think this is the impetus behind the popularity of 
mortgage CRM and marketing automation solutions 

on the market today. When you see 
a bunch of marketing vendors sud-
denly coming out of the woodwork, 
it suggests that lenders are seizing 
the opportunity to own the relation-
ship with the consumer. Assuming 
the purchase market continues to 
expand in 2016, I think this trend 
will continue,” Backe stated.

Lastly, Brent Chandler, Founder 
& CEO of FormFree, said that 
2015 was pivotal. He said, “We saw 
the return of purchase loans and a 
transition toward a more whole-
some housing market, which I see 
continuing next year. Compliance 
became a huge focus of lenders in 
2015, and it will remain so in 2016. 
The CFPB has shown it is serious 
about bad actors in the financial 
services industry, as the agency’s 
enforcement penalties doubled be-
tween 2014 and 2015.

“I also see a general trend toward 
a more digital mortgage transaction 
based on straight-through process-
ing and direct source data from 

borrowers, which leads to greater certainty in lending 
decisions,” said Chandler. “I’m not just talking about 
electronic documents and PDFs, but digital data pack-
ets that include all the data about a borrower’s identity, 
income, assets, tax returns and credit. This data will 
provide transparency into every mortgage transaction, 
from origination through closing and delivery to the 
secondary market.”

Chandler conclude, “To create a totally digital mort-
gage process, however, lenders need to start thinking 
beyond traditional technology solutions. But that will 
change as the competitive advantages of digitizing bor-
rower data—which include increased speed, efficiency 
and cost savings—become more apparent.” v
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Tony Garritano is chairman and founder at PROGRESS in Lending Association. 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 in the mortgage 
technology space. Starting this association was the next step for someone like Tony, who has dedicated 
his career to providing mortgage executives with the information needed to make informed technology 
decisions. He can be reached via e-mail at tony@progressinlending.com.

The CFPB has 
shown it is serious 
about bad actors 
in the financial 
services industry, 
as the agency’s 
enforcement 
penalties doubled 
between 2014  
and 2015.
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Future Trends

‘G etting to the future means putting 
the past behind us’ was the title of 
a recent article by Mark Fleming in 

Mortgage Banking magazine. The article was 
about homeownership, but I realized that this 
title would be the perfect lead-in to this article.

On December 8, 2015, the GSEs announced 
future updates to the URLA with three objectives:

Update the URLA to collect information that 
is relevant and useful to the industry.

Redesign the format and layout of the URLA 
to make it more consumer-friendly.

Define a MISMO compliant dataset (ULAD) 
that supports the URLA.  

To improve their underwriting engine’s capa-
bility to scrutinize and approve loans, the GSEs 
identified a significant number of additional data 
elements needed from both the consumer and 
the lender. I will start with an assessment of the 
Uniform Loan Application Dataset (ULAD). I 
agree wholeheartedly with this focus on the data. 
The effort to add or modify data elements to this 
MISMO structure in the future will be relatively 
painless. 

As we know, the industry recognized the 
importance of standardizing the exchange of 
mortgage loan information and gave life to this 
vision with MISMO. Its work has been well 
documented and is being accepted by multiple 
segments within the industry; we do not need to 
spend more time here justifying its mission. The 
objectives set forth for the ULAD are consistent 
with the objectives of MISMO. 

What I am concerned about is the creation of 
a new URLA form in concert with the develop-
ment of the ULAD. So, why should that be a 
concern? 

Given that there has not been a major revi-
sion to the form in over 20 years, it is certainly 
legitimate to consider that it may be time to 
do so now. There are other factors to consider, 
however, beyond the age of the form’s current 
version. What is the fundamental value of a 

form—well-designed or otherwise—for collect-
ing data when the majority of its information will 
be collected electronically? Why not let the loan 
origination systems determine how to organize 
the collection of data for the ULAD? They can 
control the sequence and presentation of data 
collection based on loan parameters. 

We are living in an electronic, online world. 
The lines of distinction that divide computers, 
tablets, and phones are becoming blurred as they 
get closer to each other in size, speed, and capac-
ity. It is easy to envision a future where lenders 
will not require consumers to manually fill out 

applications. Quicken Loans is providing lead-
ing-edge evidence of this today with its Rocket 
Mortgage product.

One of the GSEs’ requirements is to produce 
a final loan application for the borrower(s) 
to sign and attest to at closing. My question is 
why this has to be a replication of a paper-based 
form rather than a report generated by the LOS 
that keeps all the related data sections together. 
Another concern about a new URLA is its main-
tenance. Unexpected changes could quickly 
make a revised URLA obsolete, whereas the 
electronic upkeep of the ULAD lends itself to 
easier modification. 

Remember: ‘Getting to the future means 
putting the past behind us’. As I recall, the 
original 1003 loan application was a single, 
front and back, legal-sized sheet. The earliest 
version of the 1003 that I can locate is 4 pages, 

The Future URLA and ULAD 
Going forward the mortgage industry’s focus should and will be 
on the consumer with a tight integration of data and documents.

By Roger Gudobba

We keep singing the same 
song, “It’s all about the data” 
but the dance floor is  
still mostly empty, with 
occasionally, some  
new dance partners. 
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dated 10/92. The form has been modified a few times 
since then, with the latest dated 7/05 with a revision 
on 6/09. However, the general flow and layout has 
not significantly changed from the original 1003. In 
fact, in the beginning most loan origination systems 
were intentionally designed to strictly follow the flow 
of the paper loan application. Many of these systems 
still function in this fashion today. This fact alone 
may explain why the form was 
only occasionally updated.

First, let’s discuss the use of 
forms in general, and the 1003 
in particular, for collecting 
information. A form is simply 
a document with labels and 
blank spaces, which are place-
holders for filling in data. The 
primary purpose of the design 
and layout for any form is to 
maximize the amount of valid 
data collected in relation to 
its physical space. Good form 
design is very structured and 
is formatted to present data 
collection in a logical order 
to ensure that all the relevant 
information is gathered. The 
use of check boxes and radio 
buttons is intended for user 
convenience and helps to min-
imize errors. It is not uncom-
mon to find that the physical 
space allotted for data entry is 
insufficient for the information requested. For exam-
ple, in the current URLA the space for the borrower’s 
address is approximately three and half inches wide 
and a quarter inch high. You better have a short ad-
dress and very small printing. 

Next, let’s look at the effort of producing the URLA 
as an output document. This has all the constraints of 
placing data in the appropriate places on a static tem-
plate with all the overflow data on the blank page(s). 

The problem is that there is no structure or format for 
the information that might be included on the continu-
ation page.

At September’s MISMO Summit meeting the 
GSEs presented different mockups of part the URLA 
first page, showing different structure and flow along 
with some font examples. The feedback to the GSEs 
was that we needed to look at the overall substance 

of the form before comment-
ing on its style.  At the January 
MISMO meeting the GSEs did 
a high level overview of some 
sections of the form. My ob-
servations showed nine pages, 
with some significant changes 
in the sequence of sections and 
information within some of 
the sections. The GSEs stated 
they wanted to modernize the 
form, but didn’t want the form 
to dictate the process. For 
many, the process was already 
defined to follow the form 
flow. We will have to wait to 
determine the impact since 
the new URLA was not fully 
available for distribution at 
that time.

Personally, I don’t care 
if they create a new version 
of the URLA for the 5% of 
those applications that are 
submitted on paper. It is my 

hope, though, that allowances are made to accom-
modate the industry’s knowledge in this area. We 
need to allow the industry to determine the best way 
to collect the required information and allow some 
flexibility in the output for the borrower(s) attesta-
tion signature. 

It’s time to change! For far too long, the mortgage 
loan process has been focused on documents. The 
main focus should be on the ULAD. 

Roger Gudobba is passionate about the importance of quality data and its role in improving the mortgage 
process. He is chief executive officer at PROGRESS in Lending Association and chief strategy officer 
at Compliance Systems. Roger has over 20 years of mortgage experience. Roger was instrumental in 
forming the Mortgage Industry Standards Maintenance Organization and now sits on MISMO’s Residential 
Governance Committee. In 2004, he was the recipient of Mortgage Technology Magazine’s Steve Fraser 
Visionary Award and in 2008 he received the publication’s Lasting Impact Award. Roger can be reached at 
rgudobba@compliancesystems.com.
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When research showed  
a consumer would rather 
have a root canal than  
fill out a loan application 
it was time for the 
industry to step up.
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What do people in the mortgage indus-
try think of when they say your com-
pany name or your product name? Is 

it good? Is it distinct? It better be if you want to 
succeed and thrive in this mortgage market. Your 
brand matters.

Blake Morgan put it this way in her article en-
titled “The Purpose Of A Brand Framework:”

She challenges us to “think about NASA. 
When I say NASA you might think exploration, 
innovation, ingenuity. NASA means something. 
It’s not just what NASA does that provides as-
sociations—it’s what NASA stands for, what it 
means. It meant something when we put a man on 
the moon. It meant something for people who had 
no participation whatsoever. But they felt part of 
that excitement—part of that zeitgeist.”

In a recent article “Was Peter Drucker Wrong? 

The Purpose of a Brand,” she showed differing 
perspectives of the purpose of a brand. Is the 
purpose of a brand to focus on a small group 
of valuable customers—grow your relationship 
with those customers—and create products and 
services that appeal only to this small group? Or 
do we create a brand that is tangible for everyone-
customers and non-customers alike?

The story of the modern brand is pieced to-
gether through leadership decisions made at 
every step of the decision making process. Some 
companies today are moving beyond the obvious. 
They are taking advantage of every opportunity 
to create a brand. It’s more thoughtful, extensive 
and complicated than what we’ve seen in the past.

Think about the expanding role of a brand’s 
customer service operation. Brands today—par-
ticularly on social media—are expected to pro-
vide engagement and responses to essentially 

anyone who wants to talk to them online. There’s 
no way for a brand to immediately know if that 
person engaging online is a customer or not. It 
reflects poorly on the brand if they don’t respond. 
The role of the brand is much bigger than it used to 
be, perhaps because the unspoken responsibilities 
of the brand have changed. Largely thanks to the 
democratization of information and communica-
tion channels.

In a recent interview, Peter Drucker’s grandson, 
Nova Spivak, an investor and entrepreneur, said:

“We can now measure how our ambassadors 
were contributing. They might not purchase—they 
might spread our culture and message. There are 
more kinds of stakeholders that contribute to the 
culture of a brand. There’s a hierarchy—a brand 
wants to make some sort of transaction. But that 
is a group of people at the top of a pyramid, and 

they are resting on layers and layers of people who 
might not transact such as journalists, celebrities, 
marketers, fans and others who touched the brand 
in some way and helped contributed to the culture 
of that brand. You need to reach a lot more than 
customers to have customers. It’s more and more 
not about your customers. Now it’s possible to 
cultivate all the non-customers that help you ulti-
mately get customers even if they don’t themselves 
become customers.”

What Drucker’s grandson said is a large piece of 
the modern brand. It is not only about the obvious. It 
is not only about your direct customers. The reach of 
the modern brand is more expansive than that.

A good brand provides unquestionable value, 
unique experiences and an uncompromising 
mission.

Unquestionable Value:
You simply cannot compete today unless you 

Business Strategies
Protect Your Brand
The story of the modern brand is pieced together through
leadership decisions.

By Michael Hammond

A good brand provides unquestionable value, unique 
experiences and an uncompromising mission.
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provide a better quality product or service. Business 
is changing. There are too many of the same products 
and services–there is no room for sameness. Business 
is changing. The world’s largest taxi company owns no 
taxis (Uber), the largest accommodation provider owns 
no real estate (Airbnb), the most popular media owner 
creates no content (Facebook), the largest telecom 
operator owns no telecom infrastructure (Skype and 
WeChat), the world’s largest software vendors don’t 
write the apps (Apple and Google) and the world’s 
largest movie house owns no cinemas (Netflix). As 
you can see sometimes the value is getting out of the 
way—and being the conduit. In 
general the rules of value are 
changing. Shopper behavior has 
changed. One Fast Company ar-
ticle entitled “Why Millennials 
Don’t Want To Buy Stuff” ex-
plains it well by looking at how 
the end of “scarcity” changes 
our urge to own.

Even in this strange new 
world, the economic laws of 
scarcity apply, and they are 
precisely what’s shifting. To 
‘own something’ in the tra-
ditional sense is becoming 
less important because what’s 
scarce has changed. Ownership 
just isn’t hard anymore. We 
can now find and own practi-
cally anything we want, at any 
time, through the unending flea 
market of the Internet. Because of this, the balance 
between supply and demand has been altered, and the 
value has moved elsewhere.

Value is not the same as it used to be because of the 
economic laws of scarcity are changing. Owning a car 
or even a house does not have the same value it did 
after World War II. Today’s idea of value—especially 
for Millennials—is much different. What consumers 
deem valuable has changed. It’s not just the sharing 
economy, it’s decisions about why people of all gen-
erations choose to purchase something.

In the same article writer Josh Dykstra of Fast 
Company also points out,

“Today, a product or service is powerful because of 
how it connects people to something—or someone—
else. It has impact because we can do something 

worthwhile with it, tell others about it, or have it say 
something about us.” Something has changed with 
regard to value. People today buy things not only for 
their purpose, but what owning says about them.

To Provide Unique Experiences:
The good news about the purpose of a brand is 

if you go above and beyond on experience, you are 
already light years ahead of your competition. Most 
companies don’t take the time to compete on experi-
ence. They work very hard on the product, they work 
very hard to sell you the product, and that is it. The 
experience falls short once your credit card is swiped. 

The experience has to hold up 
on a few different levels, not 
just the levels that are sensible 
and convenient for the brand. 
The product or service must 
be unique, and if it’s not you 
must have done the product 
or service better than anyone 
else. What does it mean to do 
it better? It means you must 
go above and beyond—it’s 
about creating an incompa-
rable experience for the con-
sumer around the product and 
service.

To Provide An 
Uncompromising Mission:

Brands today are not purely 
in the business of selling prod-
uct. They also are a member of 
our global community. It is a 

popular opinion that companies need to operate with 
a level of awareness about how they are impacting the 
planet. The purpose of the brand today is to be a citizen 
of the world. To improve the lives and surroundings of 
the customers it serves not purely by selling product, 
but by the decisions they make every day. Everything 
about a company—its culture, its environmental foot-
print, and the way it is viewed by concerned consum-
ers—stems from the leadership practices. The first step 
for leadership is to establish a clear set of values and 
mission. The mission and values are only impactful 
when they are followed with behavior. If the company 
doesn’t walk the walk, the mission and values hold no 
weight—and no one will trust this company. If the em-
ployees and customers trust the company it is because 
they do what they say they will do. v

Michael Hammond is chief strategy officer at PROGRESS in Lending Association and is the founder 
and president of NexLevel Advisors. They provide solutions in business development, strategic selling, 
marketing, public relations and social media. He has close to two decades of leadership, management, 
marketing, sales and technical product experience. Michael held prior executive positions such as CEO, CMO, 
VP of Business Strategy, Director of Sales and Marketing and Director of Marketing for a number of leading 
companies. He is also only one of about 60 individuals to earn the Certified Mortgage Technologist (CMT) 
designation. Michael can be contacted via e-mail at mhammond@nexleveladvisors.com.

Bu
sin

es
s S

tr
at

eg
ie

s

Value is not the 
same as it used to 
be because of the 
economic laws of 
scarcity are changing.
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The news surrounding mortgage applications has 
been largely in-flux over the past few months. 
One week applications are reportedly up, and the 
next week applications are reportedly down. The 

overall sentiment, however, is purchase optimism that pur-
chase lending will remain strong in 2016. Keep in mind, 

though, that running multiple strategies to maintain 
momentum is always a good idea. Perhaps the 

greatest additional strategy may be the untapped 
home equity market.

As home values continue to rise, homeowners are beginning to look at 
their recently purchased homes as a true investment opportunity.

Home equiTy Poised 
for GrowTH

By Nizar HasHlamoN



After you get consumers interested 
in ways to pay for those major life 
events, they may still be hesitant to 
consider these types of loans.

Why home equity? As home val-
ues continue to rise, homeowners are 
beginning to look at their recently 
purchased homes as a true investment 
opportunity, spending more money 
than years prior for home renova-
tions. In fact, home improvements are 
projected to increase by 4% in 2016, 
according to Fitch Ratings, and home 
equities increased nearly 15 percent 
last year alone, according to Accen-
ture. Americans have not tapped into 
the equity in their homes as they did 
prior to the crash, and they may not 
in the years to come, though at some 
good level this type of lending does 
represent opportunity. Time to dust off 
your home equity go-to-market strate-
gies and maybe even introduce a few 
new ones as well. Read on to learn the 
building blocks to a successful home 
equity strategy.

First and foremost, it’s essential 
to formulate a plan on how to talk to 

technology solutions are a hidden 
gold mine when it comes to sparking 
new business with existing custom-
ers. Sometimes all it takes is someone 
to sift through the system in order to 
unbury hidden gold. You know which 
of your customers are in a financial po-
sition to potentially benefit from such 
a loan. When they bought their home 
and knowing what home values in that 
area are currently at should open the 
doors to a targeted list of customers 
that may want to consider taking out 
a home equity loan. Next step: contact 
those individuals, tying it back to their 
potential pain points. 

The communication process with 
borrowers doesn’t end with marketing, 
however. Next up: education. After 
you get consumers interested in ways 
to pay for those major life events, they 
may still be hesitant to consider these 
types of loans. By taking the time to 
educate your customers, you will most 

certainly gain their trust. Talk to them 
about the pros and cons of each home 
equity product you might offer. Speak, 
most importantly, to the benefits: Little 
to no closing costs will certainly be en-
ticing. This, coupled with your upfront 
marketing efforts, should result in an 
increase in business.

Now that you’ve learned ways to 
generate more home equity customers, 
are you prepared to handle the potential 
uptick to this line of your business? The 
ability to support home equity loans 
within your existing loan origination 
technology platform is essential. Why? 
Three main reasons.

Compliance. The CFPB is taking 
steps to consolidate all real estate trans-
actions under common regulation. As 
we all know, TRID was born from the 
need to educate and empower borrow-

ers on their loans. While first and sec-
ond loans were the immediate starting 
point, be prepared for regulations to hit 
open-ended loans, like home equities, 
as well. Your loan origination technol-
ogy today should be TRID-compliant 
and capable of easily tackling future 
regulations as well. By originating 
home equities in this system as op-
posed to your consumer-focused tech-
nology, you will be able to focus on 
your business, letting your technology 
partner focus on the regulations and 
system updates.

Borrower satisfaction. Home eq-
uity loans are a very unique product 
– much different than a car loan or 
a first mortgage. By ensuring your 
technology is capable of originat-
ing mortgage products of all types 
– including home equities – while 
allowing workflow and rules cus-
tom to your business needs, you can 
guarantee your customers a speedier, 

more seamless experience. In today’s 
society of immediate gratification, the 
ability to serve your customers in such 
a manner will make you competitive 
in an already competitive and highly 
saturated marketplace. Another distin-
guishing factor? Having your products 
and rates posted to your borrower-
facing website is no longer optional. 
In fact, Accenture found that 34% of 
borrowers in the US have completed 
an application digitally and 38% use 
the web to rate shop. 

Consistency. For many years, you’ve 
heard mention of turning the mortgage 
origination process – whether firsts, 
seconds or home equities – into a 
manufacturing process. In other words, 
create consistent, repeatable processes 
to meet investor and regulatory 
demands as well as eliminate the risk 

potential borrowers about home equity 
loans. Most don’t go into their local 
bank asking for a home equity loan 
– let alone know what a home equity 
loan is. In fact, according to a recent 
Accenture survey of more than 6000 
consumers, only 41% know they can 
use home equity loans to refinance 
debt. Instead, they go in needing a way 
to pay for their child’s college tuition 
or any number of major life events or 
debts. By marketing home equities as 
a solution to these life events – instead 
of marketing the products themselves, 
you are much more likely to draw in 
potential borrowers. Why? Solving for 
consumer pain points makes it relat-
able. Be relatable, and expect to see an 
uptick in inquiries.

Also, don’t forget to be more tar-
geted in your marketing efforts. Your 
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of human error. Technology is the 
key to unlocking this manufacturing 
of mortgages. Ultimately, you will 
increase efficiency and utilize the 
same operations throughout your 
business regardless of the type of 
mortgage product. It’s time to think of 
your loan origination technology as a 
one-stop-shop.

As an industry, we have been riding 
the wave of positive momentum for the 
past several years: from the refinance 
boom into the record-low interest rate 
landscape and now into the rise of 
home equities. The ability to stay flex-
ible in this transformational time by 
adding home equity lending to your 
already strong first mortgage origina-
tions will allow you to stay ahead of 
the competition. Putting the right sales 
approach in place is the first step. This 
will surely grow your front-end pipe-
line. Keep in mind, though, that having 
a robust pipeline without the proper 
tools to follow through will only cre-

ate inefficiency. In order to really stay 
ahead of the competition, be sure you 
have the right back-end tools, too. The 
right technology solution should not 
only drive compliance and consistency, 
but also efficiency and customer satis-
faction. 

Now is the best time to solve for 
your current and future lending needs. 
Take advantage of these cross-sell 
opportunities, and follow through by 
delivering the loan experience your 
borrowers demand through efficiency, 
education, and compliance. v

About the Author
Nizar Hashlamon is EVP Client Relations at 
Mortgage Cadence and is responsible for leading 
the company’s Client Relations team. Nizar 
has more than 19 years of experience within 
the mortgage lending industry with extensive 
knowledge in mortgage loan productions, servicing 
and secondary marketing. Prior to joining Mortgage 
Cadence, Nizar was responsible for the Secondary 
Marketing operations for the World Bank Credit 
Union in Washington DC. He has wide-ranging 
experience within the credit union industry and 
currently serves on the Credit Union Alternative 
Liquidity Taskforce as well as the Fannie Mae 
Credit Union Advisory Council and the Charlie Mac 
Advisory Board.
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A 
Cautionary 

Tale for  
Lenders

By ReBecca Walzak

During the past seven years the industry has worked very hard 
to correct the problems that created the Great Recession.  

O nce upon a time, long, long ago in a cen-
tury past, there lived many, many people 
who wanted to buy a home for their fam-
ily.  However, they knew it would take 

more money than they had.  Fortunately for them there 
also lived in the land, people who wanted to invest their 
money with people who wanted to own their homes.  
So to make this happen the good mortgage lenders of 
the land agreed that they would be the intermediary be-
tween these groups of people.  But everyone wanted to 
know more before they agreed. “How will you protect 
us from buying a house that we cannot afford?” asked 
the people who wanted to buy houses.  “How will you 
protect our money from going to people who won’t pay 
us back” ask the investor people.  The good mortgage 
lenders answered the buyers this way: “We will only 
have loans that have consistent payments so you won’t 
be surprised when you get your bill.  To make sure you 
can make those payments we will have guidelines that 
evaluate your ability to make the payments.  Finally, to 
make sure we are doing this correctly, we will have a 
quality control review to ensure the reliability of our 
lending process.”  Upon hearing this, the home-buying 
people cheered and rushed to find a home they wanted to 
buy.  However, the investor people were still not happy 
since they could not see what the good mortgage lenders 
were going to do to protect them.  So they said to the 
investor people, “When we told the home buying people 
about our QC that was also for you.  You will know that 
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For several years now lenders  
have been waiting for the  
Millennial generation of 72 million  
to start buying homes.  

the guidelines used to ensure they can 
make payments will be tested by QC 
as well and any problems that they find 
we will take action and make changes 
to ensure that the loans are good.”  
Once the investors heard this they were 
happy because they knew that having 
QC would protect them.  And so all the 
home buying people in the land bought 
their houses and the investor people got 
loans that paid.  Everyone was happy.  

Well, almost ever body.  There was 
also in the land an evil sorcerer named 
Greedy that was very unhappy.  He 
wanted to make lots of money from 
these good and happy people, but 
everything was working too well.  So 
Greedy created some new loans that 
were very bad and caused the good 
home buying people to stop making 
their payments.  He also infected the 
good mortgage lenders with his greed 
potion and whispered into their ears that 
QC was BAD for them.  “Why”, they 

evil sorcerer is still out there.  Does 
he have more devious ideas?  Will he 
bring back those loans that caused all 
the problems?  Will he stop QC from 
doing its job?  What will happen next?  
Can we afford to find out or should we 
stop the problems before Greedy be-
comes too powerful again?

A cautionary tale for sure, but this 
could happen again.  During the past 
seven (7) years the industry has worked 
very hard to correct the problems that 
created the Great Recession.  With 
guidance and/or dictates from new 
laws and regulators, changes have been 
made in our origination and servicing 
processes.  Fannie Mae, Freddie Mac 
and FHA have made major improve-
ments to their focus on ensuring qual-
ity loans are being produced and that 
QC departments are no longer ignored 
or dismissed when their testing shows 
problems.  As a result, the agencies are 
pleased that the quality of the loans 

they are asked to purchase and/or in-
sure is improving.  A recent statement 
from Fitch also reflected that defaults 
are down to the lowest levels in many 
years.  The loans being made are tested 
to ensure the borrower can pay and 
new requirements explaining the pro-
cess is in place.  Yet, there are signs 
that “Greedy” is still active.  

Potential Warning Signs
Today lenders have adapted to the 

changes made in the aftermath of the 
Great Recession. Loans made are re-
quired to meet the “Ability to Repay” 
and “Qualified Residential Mortgage” 
if they are going to a federally insured 
entity.  The secondary market is closely 
examining loans for TRID compliance 
and lenders are doing Pre-funding QC 
as well as using the agency taxonomies 
to establish the level of risk in the files.  

However, there are signs on the hori-
zon that says this may not last.  

Increasing number of homebuyers:  
For several years now lenders have 

been waiting for the Millennial gen-
eration of 72 million to start buying 
homes.  While there were many rea-
sons for the delay it appears to be over.  
These individuals have now reached 
the age where they are getting married, 
having children and want a place to call 
their home.  While the type of housing 
they are looking for may change, the 
sheer volume is bound to be good for 
lenders. 

In addition, the largest generation, 
the Baby-boomers, are reaching re-
tirement age and are looking to move 
away from large houses with lots of 
work to smaller homes that leave them 
more time to enjoy the fruits of their 
labors.  Many more are looking for 
second homes in areas where they can 
get away from cold winters and relax 

or move away from the suburbs to 
larger cities with more cultural events 
and groups of people with common 
interests.  

Also to be considered is the immi-
grant population that continues to grow.  
These individuals, whether brought 
here by companies seeking employ-
ees or by their own desire to make the 
move, they are increasing the popula-
tion of people seeking to buy houses.  
All of these buyers are putting pressure 
on housing inventory and prices. 

Increasing home values:
While anyone who already owns a 

home is aware of increasing values in 
their area, there are signs that values 
are steadily increasing.  Zillow recently 
published the list of Top Ten Housing 
Markets with the highest increases in 
prices.  The top five include Denver, 

asked.  “Well”, he answered, “They 
see how poorly you are following the 
credit guidelines and are stopping you 
from making all the loans and lots of 
money.”  So he cast a spell on the good 
mortgage lenders which caused them 
to ignore what QC was telling them.  
This made Greedy very happy.  

Unfortunately, the happy times 
didn’t last.  The good home-buying 
people couldn’t pay these new loans 
and they lost their homes.  The good 
investors lost their money and were 
very mad.  Finally, the ruler of the land 
said “Enough already!  We are going to 
change this and make our QC people 
very strong and make sure that lenders 
listen to them.  This will give us back 
what we lost because of the evil sorcer-
er.”  And so it happened and everyone 
was happy again.  Or were they?  The 
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Seattle, Dallas-Ft. Worth, Richmond 
and Boise with the highest have a 5.6% 
home appreciation rate.  

New loan products: 
While it has taken a while, private 

investors are reemerging in the mar-
ketplace.  Just recently announcements 
were sent out from lenders offering 
products that are similar to those we 
saw prior to the mortgage meltdown.  
These product offerings include, DTIs 
up to 60%, LTVs as low as 10% for 
jumbos with no MI, alternative income 
offerings, non-warrantable condos, 
loans for borrowers with a bank-
ruptcy or foreclosure within the past 
24 months, loans with interest only 
options, investment property lending 
regardless of the number of properties 
owned, and the most concerning of all 
loans with credit scores to 580.  

Government Pressure to increase 
homeownership

Despite all the accusations made 
by government officials during the 
last crisis, the political climate is once 
again focused on expanding home-
ownership rates.  Numerous articles 
have expounded on the fact that the 
homeownership rate is well below 
what was acceptable even before the 
crisis.  A recent announcement from 
FHFA included a statement that they 
were directing Fannie Mae and Fred-
die Mac to determine what is pre-
venting individuals from purchasing 
homes and to create programs to ad-
dress those issues. 

Degrading the importance of Qual-
ity Control

The new quality control require-
ments implemented by Fannie Mae, 
Freddie Mac and FHA are designed 
to ensure the adherence of loans to 
their guidelines and eligibility require-
ments.  In fact, they require that any 
loan produced that is not eligible for 
sale to them or needs insurance pro-

vided by them be given the highest risk 
rating.  However, other than that they 
allow lenders to determine how they 
define risk despite the fact that the two 
highest ratings are used to calculate the 
overall error rate.  In other words, one 
lender can say that the second high-
est risk they identify are those loans 
where there is obvious fraud.  Then all 
other issues, such as bad appraisals, 
inaccurate calculations of DTI, missed 
liabilities, title problems, regulatory 
faults and similar type problems are 
not considered significant enough to 
warrant being included in the overall 
error rate. Another lender may include 
these issues in their second tier rating 
and as a result have a higher error rate 
than a lender making numerous mis-
takes. 

More discouraging is the fact that 
the very people who make the mis-
takes are the ones responsible for re-
viewing the findings and contradicting 
the issues so that they are wiped out of 
the reports.  The pressure on QC staff 
has not abated at all.  

Furthermore, none of the entities 
requiring these QC processes has the 
ability to test each lender to ensure 
they are complying with the guide-
lines.  While it is bad enough for large 
lenders it is even worse for smaller 
ones.  Here the QC reviews cannot 

show any problems since management 
is concerned that any investors they 
may have will terminate the relation-
ship with them if the QC report is not 
perfect.  This also applies to outsourc-
ing firms as well.  

Recently I was told about a loan 
where the appraisal had numerous 
flaws and the value of the property had 
increased from $120,000 to $190,000 
in six months.  When reported in the 
QC findings, the QC manager was told 
to remove that finding or they would 
be responsible for the company clos-
ing its doors since the loan had gone 
to their primary investor who wanted 
to see their QC report.  This pressure 
on and intimidation of QC personnel is 
by far the most significant indicator of 
problems to come. 

So while those of us still in the 
industry like to think we have pro-
gressed beyond the collapse of the 
industry and are once again living in 
the land of good mortgage lenders, the 
reality is that we are still susceptible 
to the enticements that caused the 
original problems.  Maybe this time 
however, we will be smart enough and 
strong enough to resist the evil potion 
of greed and stay in the fairy tale land 
of good mortgage lenders.  Otherwise 
we may very well end up with another 
Nightmare on Elm Street. v

About the Author
rjbWalzak Consulting, Inc. was founded and is 
led by Rebecca Walzak, a leader in operational 
risk management programs in all areas of the 
consumer lending industry. In addition to consulting 
experience in mortgage banking, student lending 
and other types of consumer lending, she has hands 
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The largest generation, the Baby-boomers, are 
reaching retirement age and are looking to move away 
from large houses … to enjoy the fruits of their labors.
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Beware of 
Data Breaches

By Matt Barr

In a recent FTI Consulting survey, 90% of directors and 86% of general 
counsel said they are concerned about cybersecurity.

Y
ou can’t go a week without hearing about a new high-profile data breach at a 
retailer, health care company, financial institution or other business. The targets (I 
could capitalize the “t” there and make a bad pun about Target Corp.’s infamous 
2013 data breach) seem scattershot, but patterns do form, and they’re not unex-

pected. Twenty-two percent of all data breaches involve financial institutions, a close 
second-most after health care companies.  

In a recent FTI Consulting survey, 90% of directors and 86% of general counsel said 
they are concerned about cybersecurity. Seventy-seven percent of both directors and 
general counsel say the risk of cyber liability has increased at their companies. 

It’s shocking how often you hear executives say they’re safe from data breaches 
because they’re too small or not widely known enough to pique the interest of hack-
ers. Be assured that the data breaches you hear about on the news are only the highest-
profile ones, generally ones that happen to companies with large footprints. In a typi-
cal year about 1,500 data breaches will be publicly reported.  Hundreds and maybe 
thousands of breaches go unreported.
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It’s shocking how often you hear 
executives say they’re safe from data 
breaches because they’re too small or 
not widely known enough to pique 
the interest of hackers.

And hackers are responsible for 
less than half of them. System glitches 
(29%) and human error (25%) com-
bined account for more than half 
globally. In the U.S., system glitches 
accounted for 32%, human error 19%.  
The hugely expensive Countrywide 
Financial data breach, settled in 2010, 
was an inside job, an employee down-
loading customer information and sell-
ing it to rival mortgage companies. 

Changes in technology and work-
flow are making you more susceptible 
to breaches. In a survey of 703 IT IT 
security practitioners involved in “end-
point” security—an endpoint is a desk-
top, laptop, phone, etc.—68% agreed 
that employee-owned mobile devices 
(BYOD) significantly increased risk to 
endpoints. Cloud applications? 73%. 
Employees working remotely? 63%. 

So the data breach you may suffer 
is very possibly going to be a well-
meaning mistake, or a glitch, or a result 

So what due diligence is desirable 
when it comes to third party data se-
curity?

Get it in writing
A vendor providing services directly 

to financial institutions should have a 
written information security program. 
Evaluate it, considering the risk if data 
is compromised, what kind of data it 
is, and what the vendor does with it. 
A comprehensive policy should have 
technical (for example, access control 
and transmission security), administra-
tive (for example, assigned security 
responsibility), and physical (for ex-
ample, facility access control) compo-
nents. 

Looking at it through the data life 
cycle, a policy should address:

Access control. The most effective 
security measure is preventing access 
to areas where sensitive data resides 
in the first place. Some things to con-

sider: where a vendor has access to 
sensitive data, its workstations should 
be as secure at its office as they are 
at yours. How do customers log on to 
retrieve their data, if applicable? Are 
measures in place to prevent fraudulent 
“customer” access, such as locking the 
account after a certain number of failed 
login attempts?  What measures are 
taken when access control is compro-
mised (for example, a possible stolen 
password)? 

Restricted access. Access to sen-
sitive data should be rigorously re-
stricted. There should be a hierarchy of 
access to sensitive data, both internally 
in organizations and throughout the 

data life cycle, that resembles “need 
to know.” Which managers, employ-
ees, and contractors have access to the 
most sensitive data?  Do they undergo 
a background check prior to or during 
their employment? Employees should 
also undergo comprehensive security 
training, including learning what data 
they have access to, and how to man-
age it when it’s in their possession. 

Security in transit. Sensitive data 
should be protected in transit, for ex-
ample by reliable encryption. Certain 
data just shouldn’t be conveyed via 
e-mail in the first place.  And for good-
ness’ sake, we need to stop using fax 
machines, at least shared ones and at 
least for sensitive data.

Data retention. Sensitive data 
should be kept no longer than neces-
sary. If a vendor has a backup system, 
which is responsible business continu-

ity planning, it should have only lim-
ited time in storage before it’s finally 
destroyed. Is backed-up data as secure 
as “real time” data? Ideally, it should 
reside on media that’s not connected to 
the vendor’s network where the origi-
nal data resides.

Data disposal. Paper with sensitive 
information should be shredded. Data 
on electronic media should be irretriev-
ably erased after a certain date. When 
there is employee turnover, the com-
puter the former employee used should 
be wiped clean.

Your own organization deals with 
these issues. Your vendors do, too. 

Written contracts

of the evolution of technology policy. 
You’ve literally got people who are 
paid to worry about those kinds of 
things in your organization, and as a 
team I’m sure you’re making your own 
company as secure as it can reasonably 
be.  

But one often overlooked “soft spot” 
in data security is your vendors. You’re 
paying more attention to your third 
party vendors than ever before, with 
regulators’ recent emphasis on third 
party oversight. Are you paying extra 
intention to your vendors’ information 
security programs? To the extent you 
share data with them, your vendors’ 
data security measures are every bit as 
important as your own.
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Where there is a contractual relation-
ship, are provisions in place protecting 
you and your data? Again, appropriate to 
the level of risk. There’s no better place 
to spell out obligations than the contract 
you have to enter into anyway. 

Many vendors will have a boilerplate 
contract or license agreement—should 
you negotiate? How deep into the weeds 
do you want to go? To reiterate, it de-
pends on the risk to the data, what data 
they see, and what they do with it.  But if 
the vendor has a standout information se-
curity policy, that helps you evaluate the 
potential for security concerns, so you 
can prioritize your highest-risk vendors 
and contracts. 

One route some companies go in-
volves drafting a standard data security 
addendum which they append to their 
vendor contracts when appropriate. A 
couple of pointers. It’s tempting to throw 
in language obligating vendors to com-
ply with “all relevant laws and regula-
tions,” but vague provisions like that are 
just asking for trouble. Cite chapter and 
verse: the Gramm-Leach-Bliley Act, 15 
U.S.C. §6801 et seq., for example.

When it comes to detailed secu-
rity procedures, there are certainly items 
you want to make sure are covered in 
a contract, such as incident response.  
However, unlike the catch-all “all laws 
and regulations” you want to avoid, it’s 
better to be nonspecific here. You want 
your vendor to modify its security policy 
as threats evolve, not make it adhere to 
a snapshot of the policy on the date you 
signed the contract.

The SSAE-16
Your priority vendors should have a 

report of the results of an annual secu-
rity audit. The SSAE-16 was developed 
by the American Institute of Certified 
Public Accountants and is used to audit 
a company’s internal security controls. It 
allows a vendor to disclose its processes 
to an independent auditor in a uniform 
format. 

The report has its limitations—the 
vendor has a great deal of input into 
what their systems are, how they work, 
and what they’re meant to accomplish. 
But it’s a valuable tool for evaluating a 
vendor’s security measures.  It should 
include comprehensive descriptions of 
the controls the vendor has in place that 
might go into more detail than a written 
security policy. If your priority vendor 
has had a SSAE-16 audit, definitely 
grab a copy of the report as part of your 
due diligence, and then read it (or have 
someone responsible for reading it). You 
can’t have too much information about a 
vendor’s security policies and practices.

Business continuity and disaster 
recovery

Separate from a written security 
policy, even though they touch on the 
issue of security, are business continuity 
and disaster recovery plans.  A business 
continuity plan will tell you that a ven-
dor has thought about and put controls 
in place to mitigate incidents that might 
disrupt normal operations. How will the 
vendor respond to a total power outage, 
or a comprehensive systems failure, or 
half the staff not showing up for work 
due to weather? A disaster recovery plan, 
along the same lines, spells out the ven-
dor’s response to more catastrophic inci-
dents, when systems and data might be 
irretrievably lost, such as an earthquake 

or tornado. 
Has responsibility for coordinating 

BC/DR been allocated in advance? Is 
the plan granular enough that managers 
know who’s responsible for what?  Are 
there generalities—“make sure every-
body is safe”—or specifics—“require 
everyone to text a number we’ve given 
out in advance to say they’re OK”? More 
directly, does the plan specify how and 
when its customers can expect to be back 
up again after an incident? 

Backups of data
Of course you want your vendors who 

deal with your sensitive data to back ev-
erything up; you’re trying to avoid data 
loss, just as you are data compromise. 
Keeping backup data safe and inacces-
sible often involves the same diligence 
the vendor has in place for the original 
data. Where are the backup files stored? 
Offsite? On site, but separate from the 
system where the data lives in “real 
time?” Is it backed up in “the cloud,” and 
if so, what measures are taken to prevent 
unauthorized access? Who has physical 
access to the place where the backup data 
resides?

Your own organization works hard 
to maintain your own data security. You 
know that your vendors do, too. They 
should be able to prove it with a compre-
hensive, written, audited security policy, 
including plans for business continuity 
and disaster recovery. v

About the Author
Matt Barr is General Counsel and Compliance 
for Mercury Network, LLC. He is a former 
Communications Director and Associate General 
Counsel for a real estate technology company 
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he is admitted to practice in Illinois. He is local to 
the Atlanta area, where he lives with his wife and 
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A business continuity plan will tell you that a vendor 
has thought about and put controls in place to 
mitigate incidents that might disrupt normal operations.
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Going Beyond  
Compliance

The mortgage industry has been in a state of 
constant change. Ever since the crash there 
has been an onslaught of new rules and 

regulations. And this is not likely to change. The 
problem is that lenders are so afraid of being found 
to be out of compliance that other pressing business 
needs are not getting the attention that they deserve. 
Compliance isn’t everything. Brandon Perry, Presi-
dent of TTP Enterprises, sat down with our editor 
to talk about what else lenders should be doing to 
ensure that their business are both fully compliant 
and thriving, as well.

Brandon Perry, President of TTP Enterprises talks about why 
compliance isn’t the only issue that should be worrying  

lenders these days.

ExEcutivE intErviEw
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Q: You have often made the statement 
that compliance doesn’t matter. What 
do you mean by that?

BRANDON PERRY: That may sound 
like a bold and foolish statement. There 
is an intense regulatory burden that is 
stretching staff resources and driving 
up the cost to originate. While all of the 
new rules and regulations are certainly 
an important priority for all lenders, and 
one that must be properly addressed, at 
the end of the day, compliance doesn’t 
matter if you don’t have any borrowers.

Even with the flood of rules and 
regulations and the enormous pressure to 
comply, lenders must continue to attract 
new borrowers if they want to remain 
viable. In the face of these challenges, 
lenders cannot afford to loose sight of the 
importance of bringing in new business 
and constantly looking for ways to drive 
new business in the most efficient man-
ner possible.

How will your company continue to 
thrive in such a demanding and compli-
ance focused environment? Identifying 
and acting on high-quality business op-
portunities is a big part of the answer. 
You need to generate leads quickly and 
efficiently, and then drive them to the 
point-of-sale. You need to convert them 
into customers with compliant in-pro-
cess marketing. You also need to retain 
them and maximize their lifetime value 
through repeat business and referrals. It’s 
critically important to create and nourish 
strong relationships with referral partners 
in a purchase market.

Q: What can lenders do to drive new 
business to the point-of-sale?

BRANDON PERRY: In order to 
survive and thrive in this mortgage en-
vironment of constantly changing rules 
and regulations, heightened competition 
for borrowers and extreme pressure to 
produce results, you must realize the 
need to identify high quality business op-
portunities. It is critical to identify leads 
quickly and efficiently and then drive 
them to the point-of-sale with compliant 
communications for converting them 
into clients. It’s equally important to re-
tain these clients and to maximize their 
on-going value through repeat business 

and referrals.
Engaging these prospective clients in 

real time across a multitude of channels 
such as the Internet, email, social media, 
print, video, and mobile devices high-
lights the importance of working with a 
proven marketing automation solution 
that can illuminate or emphasize the best 
in your marketing while easing your 
compliance burden.

That’s where marketing automation 
comes into play. Lenders focused on 
driving new business and attracting more 
borrowers are turning to advanced mar-
keting technology to attract more bor-
rowers in today’s highly competitive and 
regulated mortgage market.

Q: There seems to be a great deal of 
confusion about what marketing auto-
mation is.  Why do you think that is?

BRANDON PERRY: In speaking 
with lenders across the country what 
struck me were lenders’ understanding, 
or should I say, misunderstanding of 
marketing automation. When asked if 
they used marketing automation to drive 
new business to the point of sale most 
responded by saying “yes, we already 
have a CRM solution, or we do some 
email marketing and social media.” Isn’t 
that what marketing automation is? The 
answer is a resounding NO.

Q: At it’s highest level, what is market-
ing automation?

BRANDON PERRY: Marketing 
automation refers to software platforms 
and technologies designed for marketing 

departments and organizations to more 
effectively market on multiple channels 
online (such as email, social media, web-
sites, etc.) and automate repetitive tasks.

“At its best, marketing automation is 
software and tactics that allow compa-
nies to buy and sell like Amazon – that is, 
to nurture prospects with highly person-
alized, useful content that helps convert 
prospects to customers and turn custom-
ers into delighted customers. This type of 
marketing automation typically gener-
ates significant new revenue for compa-
nies, and provides an excellent return on 
the investment required.” Hupspot.

Q: Why is Marketing Automation im-
portant to lenders?

BRANDON PERRY: In order to 
survive and thrive in this mortgage en-
vironment of constantly changing rules 
and regulations, heightened competition 
for borrowers and extreme pressure to 
produce results, you must realize the 
need to identify high quality business op-
portunities. It is critical to identify leads 
quickly and efficiently and then drive 
them to the point-of-sale with compliant 
communications for converting them 
into borrowers. It’s equally important to 
retain these borrowers and to maximize 
their on-going value through repeat busi-
ness and referrals.

Engaging these prospective borrowers 
in real time across a multitude of chan-
nels such as the Internet, email, social 
media, print, video, and mobile devices 
highlights the importance of working 
with a proven mortgage specific market-
ing automation solution that can bring 
out the best in your marketing while eas-
ing your compliance burden.

This requires a proven enterprise-
wide marketing automation solution 
that supports you and your specific ini-
tiatives to address these market condi-
tions. Each person in your organization 
that is involved with driving growth is 
empowered to focus on what they do 
best. For example, Loan Officers are 
free to close more loans, instead of 
trying to create marketing materials. 
C-level executives are presented with 
sophisticated, yet easy-to-use tools for 
more effective oversight and manage-
ment, while marketing managers can 

Industry Predictions
Brandon Perry thinks:

Compliance will continue 
to place huge burdens on 
lenders and their resources. 
Lenders that want to not 
only survive but also thrive 
must look to solutions 
that drive borrowers 
to the point-of-sale. 

Mortgage specific 
marketing automation 
will be a game changer 
for lenders in 2016.

1.

2.

3.
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demonstrate their marketing genius 
and compliantly maintain brand con-
sistency across the organization.

Just having a CRM solution (electronic 
rolodex) or emailing some general mar-
keting messages, and posting on social 
media every once in a while is not mar-
keting automation. More importantly, it 
will not consistently and compliantly 
drive new business to the point of sale. 
So if you are serious about growing your 
lending business, it is critical to under-
stand what mortgage specific marketing 
automation can do for you.

Q: How would you explain what mar-
keting automation is to a lender?

BRANDON PERRY: So what is 
marketing automation, and why should 
lenders take notice? Marketing auto-
mation for lenders can be described as 
software and strategies that allow com-
panies to consistently attract new bor-
rowers–that is, to nurture prospective 
borrowers with highly personalized, 
relevant content that helps convert 
borrowers into customers and turns 
customers into raving fans.

Marketing automation typically gen-
erates significant new revenue for lend-
ers and provides an excellent return on 
the investment, in addition to attracting 
top loan officer (LO) talent to the orga-
nization.

Leading LO’s demand advanced 
marketing solutions. These solutions 
automate engagement with prospective 
clients and provide relevant updates for 
in-process milestones while developing 
and enhancing partner relationships. 
Marketing automation employs lead-
ing technology to maximize marketing 
relevance and automation of communi-
cation that capitalizes on opportunities 
to increase pipelines and profitability.

LO’s experience:
>> Increased pipelines and commis-

sion potential
>> Maximize market opportunities
>> Experience a surge in response 

rates
>> Develop loyalty throughout cus-

tomer base
>> Gain a clear competitive advantage
>> Automate communications with 

prospective borrowers and clients

>> Develop and enhance partner rela-
tionships

Q: Can you provide some examples of 
how lenders are utilizing marketing 
automation?

BRANDON PERRY: One type of 
program that mortgage marketing au-
tomation systems include is automated 
loyalty programs. Automated Loyalty 
programs deliver consistent and highly 
personalized marketing communication. 
These types of marketing programs au-
tomatically deliver powerful messages 
to a lender’s new borrower in the form 
of “Thank You” cards after closing, sat-
isfaction surveys, one year Anniversary 
cards, and Mortgage Reviews (terms, 
rate, new credit review, etc.) after year 
two to name a few.

These programs are automatically 
generated within the marketing automa-
tion solution which provides “Set-It and 
Forget-It” functionality. Once set-up in 
the system, LOs and staff do not have to 
worry if their borrowers are receiving on-
going communication.

This results in significant increases 
in client retention, referral business, and 
overall borrower satisfaction and on-
going loyalty for future lending needs.

Another powerful tool that is part of a 
dynamic marketing automation solution 
is ON-DEMAND CAMPAIGNS.

Another example would be:  Custom 
Campaigns can be run quickly and easily 
on demand to any mix of contact data-
bases: prospects, applicants, borrowers 
and partners.

You’ll want to run a campaign when-
ever you spot a tactical sales opportu-
nity – for example, a change in interest 
rates or other market conditions. On-
demand campaigns are also an effec-
tive way of just staying in touch with 
your database – for example, mak-
ing announcements about significant 
changes at your company.

Fulfillment is handled quickly and 
securely at the providers integrated 
state-of-the-art Production Center, 
whether you choose conventional mail 
or e-mail as your delivery medium. 
Campaign output is always fully per-
sonalized to each participating loan of-
ficer as well as the recipient – and you 

can rest assured it meets all regulatory 
compliance requirements.

Q: With so many marketing depart-
ments moving to digital mediums is 
print dead?

BRANDON PERRY: No print is not 
dead.  Yes, the mortgage landscape looks 
significantly different today than it did 5 
years ago. The way that today’s borrower 
makes purchasing decisions has dramati-
cally changed. Potential borrowers are 
spending more time with digital, using 
their Smartphones for loan product re-
views and rate comparisons and immedi-
ately sending out their lending experience 
on social media. This requires lenders 
to carefully balance proven print strate-
gies with evolving digital opportunities. 
Engaging your prospective customers in 
real time across a multitude of channels 
highlights the importance of working 
with a proven marketing automation 
platform that is directly connected to a 
state-of-the-art print facility.

At TTP, we bring lenders the mort-
gage industries most advanced print 
and digital media marketing solutions 
that deliver the best possible market-
ing results while increasing your brand 
awareness and driving potential bor-
rowers to the point-of-sale. 

Q: Often times when you discuss mar-
keting automation with a lender the 
department or group of people that 
feels most threatened is the marketing 
department.  Why should they em-
brace marketing automation?

BRANDON PERRY: We have found 
that marketing departments that embrace 
marketing automation quickly realize 
that we are a marketing teams best friend.

TTP’s revolutionary MACH3 pro-
vides marketing departments with a 
solution to demonstrate their marketing 
genius while compliantly maintain-
ing brand consistency across the entire 
organization. Marketing automation 
enhances the Marketing Genius in their 
marketing department to drive business 
through increased efficiency with a cus-
tom company-marketing library. 

Consistent, relevant communication 
can easily be sent to all contacts com-
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panywide through each milestone in the 
loan process including the lead and post-
close stages. It allows you to:

Unleash your marketing genius
Automate your marketing activities
Experience a surge in your response 

rates
Provide consistent and relevant mar-

keting content
Produce high quality content more 

quickly
Easily strengthen your marketing 

compliance
Drive brand consistency throughout 

organization
Marketing departments experience a 

surge in response rates by communicat-
ing through all possible channels; email, 
mail and phone. Client retention increas-
es by communicating more effectively 
than your competitions’ standard email 
marketing. Strengthen compliance with 
easy tracking and approval processes for 
those loan originators who want to easily 
create custom marketing. 

MACH3 uniquely models the entire 
marketing process for converting oppor-
tunity into revenue. It also does:

Lead capture and qualification
Database management and mining
Audience segmentation and targeting
Content creation, storage and man-

agement

Multi-media delivery (including print 
mail)

Fast and secure execution and 
fulfillment

Real-time response tracking and re-
porting 

This is the easiest solution for col-
laboration and distribution available 
anywhere. Here marketing teams find 
hundreds of ready-to-go marketing 
materials that have been professionally 
prepared by TTP Enterprises. Choose 
from postcards, letters, greeting cards, 
newsletters, emails, and much more. 
The materials are categorized by format, 
purpose and audience for easy access to 
exactly what you need. Content is con-
stantly refreshed to target current busi-
ness opportunities. In addition there are 
holiday greetings, home maintenance 
tips, recipe cards … something for ev-
ery occasion.

Marketing teams are welcome to take 
TTP’s materials and adapt them to meet 
their specific needs and brand standards. 
That’s why they’ll find a “copy” button 
against each item in the Marketing-
Toolbox library. Clicking the button al-
lows them to make a copy of the piece in 
their company’s private library, where 
they can edit it as necessary. They can 
even limit access to a specific branch or 
branches: for example, allowing only 
reverse mortgage specialists to view 
reverse mortgage content.

Also, our online activity builder gives 
them creative freedom where they need it. 
Lastly, the “create activity” button in their 
company library enables them to design 
marketing materials from scratch. Click-
ing the button takes them into a simple 
wizard that guides them through the steps 
that turn their marketing ideas into action-
able content – in three minutes or less. v
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T his article will discuss the most common mistakes that occur when 
evaluating, implementing, or using mortgage business intelligence 
(MBI). Today’s article covers defining upfront requirements for all 
departments, as well as selecting the best industry specific platform 

Mortgage companies need a platform that can scale to the level of 
their enterprise, and guide them through every aspect of lending.

The Top Business  
Intelligence Mistakes

By Jon Maynell

Tomorrow’s Mortgage Executive48



Tomorrow’s Mortgage Executive50

Data quality is a reflection of business 
process quality, and reengineering 
these processes takes time.

for your needs.
Focusing On One Department, In-

stead of the Whole Enterprise
This comes up more often than one 

would expect. It’s typical for software 
initiatives, particularly in the mort-
gage industry, to be approached quite 
thoughtfully. Much care is typically 
given to polling each and every depart-
ment for requirements before doing a 
vendor search. Extensive demonstra-
tions and exhaustive evaluations gen-
erally follow to decide upon the best 
possible path forward.

When it comes to MBI, this process 
doesn’t always come into play. Given 
the wide array of systems that profess 
to fall under the category of MBI, this 
important initiative can manifest itself 
in a variety of different ways. A user in 
secondary marketing could appear with 
a free evaluation copy of a data visual-
izer that amounts to nothing more than 
an advanced graphing tool. Someone 

lots of money, time and effort have been 
spent. There are quite a few popular BI 
systems on the market that offer a high 
level of versatility along with a low to 
moderate price tag. These are sold in 
the MBI marketspace by referencing 
one or more users that happen to be 
mortgage firms.

Sooner or later, the truth emerges, 
and most projects are abandoned and 
must be restarted with a more suitable 
system, if they’re restarted at all. To 
be clear: efforts such as sales directors 
leveraging a BI tool to help their loan 
officers target realtors based on a busi-
ness maturity index derived from their 
license number to gauge their tenure 
alongside a host of other open source 
data is in fact a business intelligence ex-
ercise. But it’s not unique to the mort-
gage industry: collecting open source 
data for analysis to drive strategic alli-
ances occurs across multiple industries.

What mortgage companies need is 

a platform that can scale to the level 
of their enterprise, and guide them 
through every aspect of the mortgage 
lending process with prebuilt solutions, 
business analysts and consultants with 
a high degree of mortgage lending ex-
perience, and above all, a large client 
base of other mortgage companies with 
whom they can exchange ideas.

Implementing without a data in-
tegrity plan

This is a perfect example of putting 
the cart before the horse, and the effects 
can be as aggravating as they are costly. 
With all of the money spent on mort-
gage technology year after year, little if 
any is directed toward data quality ini-
tiatives. There are still a large number 
of lenders whose data integrity efforts 
are limited to policing loan level data 
only, and this has left many with a lack 
of awareness and understanding of the 
databases that ultimately store and help 

manage that data.
While a good MBI provider can 

certainly come in and help you clean 
up your data, there are reasons why 
you don’t want to delay instituting a 
data integrity program. Data quality is 
a reflection of business process qual-
ity, and reengineering these processes 
takes time. Leaving these concerns on 
the table to be dealt with during an MBI 
implementation can bog the project 
down. Users won’t know if they can 
trust the data they’re seeing, and user 
adoption will suffer, even in the wake of 
a good analytics conversion effort. Help 
your MBI provider help you by taking 
the time to understand the state of your 
data and which contributing processes 
need attention before you begin your 
implementation.

Failing to account for remote users
Another common late breaking re-

alization that often occurs sometime 
after an MBI rollout is that remote us-

ers can’t access the system, or that their 
user experience lacks functionality or 
performance compared to that of users 
on the network. This syndrome isn’t 
just limited to loan officers, as might 
be assumed. As time goes on, more and 
more loan participants are becoming 
at least part time field operatives, and 
people in management roles often find 
themselves in settings where they’re not 
connected to their corporate network.

Beyond gauging current remote ac-
cess needs, it’s a good idea to make 
provisions for future eventualities as 
well. Ideally, you’ll have a wide va-
riety of options to connect full or part 
time remote users with their data. Au-
tomated email delivery of dashboards, 
scorecards, and other data should be a 
standard feature of any MBI platform, 
and the better systems will make certain 
that each user only receives data that 

in operations might latch onto a data 
services provider for strategic bench-
marking or peer group analysis. A 
compliance user might gravitate toward 
tools centered on customer surveys and 
complaint resolution.

To avoid getting stuck with a system 
that might later prove to be incomplete, 
give even the smaller, introductory of-
ferings and above all their providers 
the same treatment that’s given to loan 
origination systems in terms of thought-
ful analysis and evaluation. While some 
may be integral parts of larger platforms 
that can function at the enterprise level, 
many are ultimately limited in scope.

Using Generic BI for MBI
This is another unfortunate misstep 

that occurs more frequently than most 
would assume. I’ve seen firsthand a 
number of would be MBI systems ex-
posed as general BI platforms, and this 
exposure generally doesn’t happen until 
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complies with their security privileges.
To ensure they’re keeping pace with 

best practices in terms of system ar-
chitecture, look for MBI vendors who 
adopt a ‘mobile first’ philosophy, in 
which the system will adapt to what-
ever device a user happens to be us-
ing. This progressive approach entails 
beginning with the smartphone experi-
ence in mind, and retrofitting that de-
sign to more robust devices like tablets 
and eventually PCs, instead of trying 
to force views designed for PC screens 
onto a mobile platform.

Using a single data source
Like any technology undertaking, 

MBI projects can plateau, keeping the 
potential for advanced functions and 
practices unrealized. Even after ground-
breaking achievements in efficiency and 
profitability, users can become compla-
cent, and won’t get around to considering 
other areas where additional value can be 
realized. Once you’ve transformed the 
full spectrum of your operational dynam-
ics, applied scorecards to your branches 
and individual originators, and imple-
mented TRID monitoring, it’s time to 
consider data sources beyond your LOS 
production data.

Bringing in accounting data can set 
the stage for accurate loan level cost 
tracking. Blending in data from mar-
keting or lead management platforms 
can dramatically increase the effective-
ness of advertising campaigns as well 
as tighten up your lead handle time, 
leading to higher conversion rates and 
increased volume. Folding in customer 
survey data can reveal valuable op-
portunities to enhance service levels, 

leading to more repeat business and 
referrals. And combining data from 
secondary marketing can help manag-
ers maximize gain on sale by focusing 
on recreating the common elements of 
the most profitable transactions, along 
with shifting their product mix or ap-
plying pinpointed product training for 
the offerings that generally yield less.

Placing limits on usership
Another interesting development 

I’ve often seen crop up is the tendency 
of users to hoard their mortgage busi-
ness intelligence. This territoriality has 
a number of potential causes. Most 
often, managers believe that staff level 
employees simply don’t need the data. 
They feel that having converted their 
own analytics and having much more 
time to consider and make effective de-
cisions is all that they need to optimize 
production levels. In other cases, I’ve 
heard managers express the opinion 
that granting production staff access to 
another system will lower their perfor-
mance levels by reducing the time they 
spend in their production systems.

In both of these cases, nothing could 
be further from the truth. Every MBI 
installation I’ve worked with clearly 

demonstrates that there is a direct re-
lationship between MBI usership and 
profitability. Organizations with larger 
user bases always exhibit more efficien-
cies than those with just a handful of us-
ers. This reveals the true power of MBI, 
namely to induce staff to reflexively 
gravitate toward peak performance, and 
there are two reasons why this happens.

The first is the observer effect, other-
wise known as the Hawthorne effect, in 
which people instinctively change their 
behavior by boosting their work levels in 
response to being continually measured, 
or observed. Even more impactful is 
the dramatic shift from task-oriented to 
goal-oriented workflow, which can only 
happen if employees are connected to 
their departmental goals through dash-
boards. Whether these metrics are on 
wall monitors in the operations division, 
on desktop PC monitors, or automati-
cally delivered to individuals via email, 
connecting employees to their goals 
gives them the vision they need to pri-
oritize their work. They’ll become more 
dynamic thinkers, they’ll be driven to 
hold more information in active memo-
ry, and will constantly look for ways to 
be more efficient. v
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