
Did you hear the one about the loan officer who, when attending a 
wedding, refused to tell anyone where he was employed for fear he 
would be asked to leave? All of us in this business have heard the jokes 

and suffered through the accusatory questions about mortgages from our 
friends and neighbors as they experienced credit problems, job losses and 
maybe even foreclosure. One of the most frequent accusations heard was, 
“Don’t you people have any integrity?”

The apparent lack of integrity seen within many mortgage 
lenders, servicers, vendors, rating agencies and investment 
banks has come back to bite us hard.  

The BiggesT
 Challenge
By Barbara Perino and Rebecca Walzak
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During the “happy times” of 2003-
2007as these loans were being origi-
nated, some members of the profession 
were heard to ask similar questions of 
CEOs and production staffs. Unfortu-
nately the most frequent response was, 
“If I don’t do these loans the guy down 
the street will. Why should I let him get 
the money?” 

Once the fall-out from the poor origi-
nation practices began, another integrity 
problem emerged. This time it was the 
signing of necessary documents by in-
dividuals to complete foreclosures and 
the surrounding practices that raised the 
specter of “robo-signing”. Because in-
dividuals signed attestation documents 
regarding the ownership and authority 
to foreclose, when that authority was not 
properly documented, the industry once 
again received a “black eye” when it 
came to integrity. 

This perceived lack of integrity con-
tinues because individuals who once 
disparaged loan officers and production 
staff for doing “anything for the money” 

are now doing the same thing themselves. 
As some of the alleged criminals that 
were active participants in straw-buyer 
scams, flip transactions and false equity 
skimming are brought to trial, there are 
members of our profession that willingly 
agree to speak in their defense. The tes-
timony and written documentation that 
have been produced by these individu-
als are intended to convey the message 
that “These poor folks were just victims; 
didn’t really understand what they were 
doing or really were qualified if the right 
income was used” is heard over and over 
again in courtrooms across the country. 
The issue is exacerbated by the fact that 
they commonly present themselves as in-
dustry “quality professionals”when oth-
ers are trying to make the point that this 

is not what our industry is all about. 
The apparent lack of integrity seen 

within many mortgage lenders, ser-
vicers, vendors, rating agencies and in-
vestment banks has come back to bite us 
hard.  Having emails read in Congres-
sional hearings that described how little 
concern there was about the probability 
of these loans performing and the dis-
regard for the impact failed investments 
would make on the global economy was 
not only embarrassing but denigrated 
our profession to one that is now trusted 
less than used car salesmen. Yet, as the 
new legislation and regulations that have 
been passed to try and force “integrity” 
on the business become reality, there 
is an outcry against these governmen-
tal controls. “Don’t tell me how to run 
our business!” we protest as we display 
charts and graphs that show how harmful 
these new requirements will be to us and, 
by the way, to the American public.  In 
reality, these charts and graphs are most 
likely true reflections of what is, and 
will, happen but who is going to believe 

us now. If we want to stop this, if we re-
ally want to run our business as we know 
how, then we have to prove that the lack 
of integrity that got us into this mess no 
longer exists. 

What Is IntegrIty?
Webster defines integrity as “total hon-
esty and sincerity” or “lack of defect.” 
From the perspective of how individuals 
behave when they have integrity it can 
also be thought of as “conduct that con-
forms to an accepted standard of right 
and wrong.” Integrity involves the three 
R’s: Respect for self; Respect for others; 
and Responsibility for all your actions.

From the perspective of these defini-
tions lenders with integrity are looking 
first at what their customers expect, what 

they need and using the tools and knowl-
edge at their fingertips to help make val-
ue-added decisions. Whether those deci-
sions ultimately mean the business walks 
away from a loan in the case of a con-
sumer or doesn’t invest in a pool of loans 
if the customer is looking for good invest-
ments for portfolios. It is not sufficient to 
“say” this is what we do and don’t do” 
or to have policy and procedures manu-
als that describe how to ensure integrity 
in the process if the process is never fol-
lowed or there are no ramifications when 
this oversight is discovered. For an indus-
try to have integrity, the companies that 
are part of the industry must have integ-
rity. For a company to have integrity the 
people and products produced must have 
integrity and that means that people have 
to be totally honest and sincere and the 
products are without defects that would 
support that fact.  

the Journey Back

Rebuilding the integrity of the industry 
is a difficult task. The perceived lack of 
integrity in this industry is not something 
that can be overcome with a media blitz 
or the settlement of a law-suit. It takes 
time and consistency; a demonstration 
of commitment to doing the right thing 
for both the consumers and the investors. 
Our conduct in how we present ourselves 
to customers. How quickly we adapt to 
the new realities of the emerging regula-
tory environment will be viewed by those 
we have most damaged as leading indi-
cators of what to expect in the future.  . 

Of course, individually we have al-
ready taken the first difficult steps and 
have come a long way in dealing with 
this problem, particularly with loan of-
ficers, production staff, external vendors 
and consumers who would focus on per-
petrating fraud on lenders and banks. In-
vestors now have exclusionary lists; indi-
viduals whose participation in fraudulent 
activities and/or have demonstrated a 
lack of integrity that has been so detri-
mental to the industry are no longer able 
to practice the profession. The SAFE 
Act, requires that those individuals who 
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It is not sufficient to “say” this is what we do 
and don’t do” or to have policy and procedures 
manuals that describe how to ensure integrity.
“ “
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are actively involved in making decisions 
regarding loan applications be licensed 
and have the education that comes with 
obtaining it. The Mortgage Bankers As-
sociation has developed and posted a 
Code of Conduct on their web-site and 
are screening those companies and indi-
viduals who seek to be members.  

While all of these individual steps are 
important, the industry itself has larger 
industry-wide issues to address.  

The first is to kick out those who 
promote bad lending practices. Industry 
leadership needs to step forward and ac-
tively stop allowing any “slip” in conduct 
that is not what we promote as the ac-
cepted standard of right and wrong. We 
can all think of individuals who in the 
past have positioned themselves as in-
dustry leaders but have only led us into 

promoting destructive loan programs 
anddetrimental lending practices. Yet af-
ter they took the money and ran, leaving 
the rest of us to deal with the fallout, they 
are once again beginning to resurface 
with new companies and new programs. 
These people have proven they have no 
integrity and should be shunned from the 
industry. We need to send a message that 
the kind of behavior that is associated 

with these individuals will no longer be 
tolerated by the industry

Next, we have to stop believing that 
inferior products are acceptable. Even 
today we have no standards for what 
is acceptable when it comes to the end 
loan product. While there are many who 
would argue that repayment of the debt 
is sufficient demonstration of the quality 
of the product, the reality is that once the 
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loan is funded, we have little if any con-
trol over whether or not it pays. Strategic 
defaults are just one example. This issue 
is demonstrated over and over by Due 
Diligence processes that reflect the find-
ings of any number of individuals hired 
to review files and “find the problems” 
when these individuals themselves may 
have no training or knowledge to do so. 
We need a method to validate the rela-
tionship between the process and its un-
derlying activities and the impact to how 
the loan performs. Lenders who don’t 
worry about such things as policies and 
procedures should find that their loans are 
either rejected in the secondary market or 
priced at levels that prohibit profitability 
in order to allow lenders with integrity 
to make a positive statement about the 
products they produce. 

We must stop using vendors who are 
known to have been involved in stretch-
ing values or providing other types of bad 
information. They must be required to 
demonstrate their ability to manage and 
control their products and organizations 
to ensure that the results meet the high-
est standards. Whether it is vendors that 
produce appraisals and credit reports, 
vendors who provide contract underwrit-
ers or “quality” reviews or realtors who 
want to “help” clients with the sale of 
their property, we can no longer afford 
to be seen as tolerating relationships that 
harm us or our customers.  

Finally, and probably most impor-
tantly, we have to set higher standards 
and hold ourselves accountable. Leader-
ship sets the tone for the organization. 

 
Industry solutIons

There is a common theme among experts 
who have studied or written about mod-
ern leadership, that all leaders must act 
with integrity at all times. The first reason 
for acting with integrity is that employ-
ees are constantly observing the leader-
ship team. A leader is the role model by 
which the employees are most influenced. 
Eventually this will lead to a modeling 
of the group’s behavior. This is why a 
leader must have and maintain the highest 

standard of character and integrity in all 
company decisions. Without integrity the 
leader can never garner the respect and 
confidence of the employees.

Individual integrity is never easy, 
and is never suppose to be. At most it 
may be the most difficult of all personal 
qualities to hold intact because of its 
complicated nature and the multiplicity 
of it dimensions.

One part of integrity is virtue; this can 
be considered the courage that a leader 
must possess as part of their integrity. 
This represents one’s focus and the en-
durance required to stand up against 
something that is deemed to be wrong, 
unjust or corrupt. Succumbing to these 
types of pressures will eventually cause 
the leader to take shortcuts in order to ac-
complish a goal and then, history repeats 
itself. Loyalty and trust by the leadership 
team and the staff must be the ultimate 
goal for continued success.

"No one can be happy who has been 
thrust outside the pale of truth. And there 
are two ways that one can be removed 
from this realm: by lying, or by being lied 
to." Seneca Roman philosopher and writer 

We must also consider educational 
requirements for mortgage lenders. We 
would never use an unlicensed doctor, 
dentist, accountant or financial planner. 
Yet borrowers have to trust the most so-
phisticated financial transaction to some-
one whose knowledge is unknown to 
them.  Even realtors are licensed!  

Today’s educational and certification 
programs leave a lot to be desired in terms 
of value and completeness. The educa-
tion of lenders by lenders can become a 
practice of transmitting bad information. 
These education programs need to be pro-

fessionally developed, taught and result in 
recognized and accredited degrees.  

Finally, we need to educate our cus-
tomers, both the consumers and inves-
tors as to what a lender with integrity 
does, how they do it and have some 
accepted measure to substantiate these 
claims. A well-known and accepted 
consumer advisory company that can 
evaluate and rank any lender’s ability 
to fulfill the commitments they make to 
consumers would go a long way toward 
overcoming the perception of mortgage 
lenders held today. But in order to do 
this we must first educate our consum-
ers and our investors. They need to un-
derstand what those critical processes 
are, how they work and how companies 
ensure that they are done properly. This 
education process can only occur once 
we make that determination and devel-
op and/or strongly support those who 
undertake this task.  

Once all of this is in place we can 
begin the communication process. With 
the emergence of social media as a 
mainstay of the generations looking to 
finance homes in the future, we have 
multiple resources to convey a strong 
message about the trustworthiness of 
our industry and eliminate the distrust 
that threatens to destroy the American 
home financing system. 

Taking this journey will not be easy. 
We have to give up some long hold be-
liefs and reject assumptions that have 
been the foundation of some careers. 
However, at the end of this journey we 
will have a well-respected profession that 
is recognized for its integrity and honesty 
in dealing with consumers, investors and 
each other. ❖
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