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Editor’s Note

A Slow Recovery
As usual our politicians let us down. The so-called Super Committee was anything but. Their inaction will no doubt hurt our
economy and add further strain to the mortgage market. Beyond the politician being, well politicians, Equifax put out some research that also leads me to believe that future market recovery will be slow. Their research showed that while total consumer debt
has nearly returned to pre-recession levels, the amount of total new credit issued still lags behind pre-recession levels by a full 45%,
according to the most recent Equifax National Credit Trends Report.
Bank credit card origination volumes continue to remain strong, with the total number of new bank credit cards opened from
January-August 2011 representing a 25% increase over the same period in 2010. Retail credit card origination growth continues to
rebound after bottoming out in 2010 and is up more than 7% during that period and headed into the holiday season when origination volume tends to spike even more.
Conversely, Home Equity Lending continues to retract. In 2006-2007, the number of total new home equity lines exceeded the
number of total new bank credit card originations. This has now reversed, with total new bank credit cards now exceeding total
new home equity lines for January-August 2011. Consumer Finance has been slow to recover to pre-recession levels as well, demonstrated by the average consumer finance amount for August 2011($2.902) at its lowest in 6 years (versus the highest in August
2006 of $4.133).
“On the whole, the lending industry is experiencing dramatically mixed results depending on sector,” said Michael Koukounas,
Senior Vice President of Special Client Services for Equifax. “Bank credit card and auto lending, in particular, have consistently
performed strongly this year, providing some ground for optimism, but the severe retraction within home equity lending continues
to underscore the level of impact that declining home values are having on the economy.”
As I read all this, it says to me that we’re not out of the woods. We’ve got a lot more pain ahead. When I’m in pain I go to the
doctor to get a cure. For mortgage lenders the cure is smart automation. You may not want to deal with new technology Mr. Lender,
but you need to get that Automation Injection to get past the pain. It might pinch at first, but a pain-free/profitable future is worth
it, wouldn’t you say? ❖

Tony Garritano
tony@progressinlending.com

PS. Your comments are welcome. Please E-mail letters to letters@progressinlending.com. Include your name, address and
a daytime telephone number. Letters are subject to editing and are presumed to be for publication unless the writer specifies
otherwise.
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Your Voice - By Stephen Margrett

Are
You
Cutting
Corners?
Compliant Marketing

While short cuts may save you lots of money upfront, in the end that approach
often just leads to some lost opportunities.

T

he battle for the borrower is intensifying once again. The MBA’s latest projection for 2012 shows
residential loan originations at their lowest level in living memory, with little improvement expected in 2013.
Competition for a worthwhile slice of this shrinking pie is sure to be fierce. So lenders will need to
use all the marketing tools at their disposal if they are to prosper.
There’s a new and serious challenge, however. A tidal wave of legislation and regulation is seriously
impacting how lenders are allowed to reach out for new business.
To disregard the requirements is dangerous. The newly established Consumer Financial Protection
Bureau (CFPB) has been given real teeth and all indications are that it intends to use them to enforce
the multitude of new laws.
The central mission of the CFPB is “to make markets for consumer financial products and
services work for Americans — whether they are applying for a mortgage, choosing among credit
cards, or using any number of other consumer financial products. Above all, this means ensuring
that consumers get the information they need to
make the financial decisions they believe are best
Competition for a worthwhile slice of
for themselves and their families—that prices
this shrinking pie is sure to be fierce. So
are clear up front, that risks are visible, and that
nothing is buried in fine print.”
lenders will need to use all the marketing
The bottom line is that lenders are operating
in
an
environment where mortgage marketing attools at their disposal.
tracts greater scrutiny than ever before – not only
by regulatory authorities, but also by trade associations and consumer groups.
The inescapable reality is that the days are gone when a mortgage lender could turn loan originators
loose to do their own marketing. In the new world order this model presents unacceptable risk.
So management has to take a much more active role in ensuring its company’s brands and products
are correctly and compliantly represented in the marketplace. Outbound communications with prospects, customers and even referral partners – whether driven from the center or by originators – must be
controlled, but without inhibiting genuine creativity and individual initiative.
How does a mortgage lender establish a controlled environment that ensures sales and marketing
people adhere to the new rules and regulations, but at the same time allows ingenuity and enterprise to
flourish? Oversight of all outbound marketing – including variable communication content, such as personalized copy and graphics – might be a good start, but it’s not enough. Nor is it enough to issue policy
statements to originators and/or require them to obtain approval before doing anything.
These approaches are cumbersome and inefficient. They are expensive to administer and wasteful
of human resources. They are also impractical inasmuch as speed to market is lost. New business opportunities come and go so quickly in today’s roller-coaster market that even a brief delay in addressing
them can be disastrous.
What’s needed is rules-driven technology – a compliance-centric marketing solution – that handles
the regulatory requirements, thereby minimizing reliance on human intelligence. In the writer’s view,
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this technology needs to provide graded levels of control over records that persons covered by the rule are required to retain.
the players in the marketing process. Management simply has to Specifically:
“For a period of 24 months from the last date the person made
decide what degree of control to exercise in relation to each of
or disseminated the applicable commercial communication rethe system’s key functions.
The levels of management control might follow the pattern garding any term of any mortgage credit product, covered persons must retain … copies of all materially different commercial
below, working down from the most to the least restrictive:
1. Prohibition: Different types of users can be prevented communications as well as sales scripts, training materials, and
marketing materials, regarding any term
from accessing specific system funcof any mortgage credit product, that the
tions by means of a customizable “perThe bottom line
person made or disseminated during the
missions” capability.
relevant time period.”
2. Authorization: Marketing mateis that lenders
A “person” is defined in section
rials created by users at lower levels in
are operating in
321.2(f) as “any individual, group, unthe corporate hierarchy cannot be impleincorporated association, limited or genmented until approved at the center.
an environment where
eral partnership, corporation, or other
3. Alerts: A defined set of fields is
monitored and changes reported via an mortgage marketing business entity” – in other words, everyone who’s reading this!
online feed, enabling quick action to
attracts greater scrutiny
In addition to MAP, there’s an array
remedy any departure from company
of
other
mortgage-specific regulations
policy.
than ever before.
that constrain marketing activity. Spe4. Oversight: Users at higher levels
cifically, the SAFE Act of 2008 led to
in the hierarchy can view users at lower
levels, giving management an instant window on the activities the establishment of the National Mortgage Licensing System
(NMLS) and Registry. An originator’s NMLS number must now
of originators.
5. Reporting: A dashboard of mission-critical metrics pro- be displayed in specific relationship to their name and contact
vides information that allows management to hold users at lower information on all outbound marketing communications. What’s
more, marketing communications must incorporate the relevant
levels accountable for their performance.
6. Audit trail: Providing online access to a real-time log of legal disclosure per jurisdiction in which the lender operates.
actions taken by users, including copies of all outbound market- How and where this information is displayed is typically specified in state law, down to details such as minimum point size.
ing communications.
Looking beyond the mortgage arena, yet more regulations
Finally, in order to close the circle, management should
implement a regime of regular instruction and training on cur- come into play (at both the federal and state level).
The Financial Services Modernization Act (commonly
rent law and how the company’s marketing technology enables
compliance – ensuring that everyone involved remains fully known as Gramm-Leach-Bliley, or simply GLB) became federal
conversant with their role and responsibilities in mitigating the law in 1999. Title V of the Act covers issues of data privacy, including giving consumers certain opt-out rights regarding their
inherent risks.
It’s the FTC’s “MAP – Final Rule” that has pushed market- personal information. It’s clear from the Act’s language that the
ing compliance to the top of every lender’s agenda. This became responsible party is deemed to be the financial institution rather
effective August 19, adding a new component (Part 321) to the than individual sales agents or marketing executives.
The Telephone Consumer Protection Act of 1991 was the
pre-existing MAP Rule. Of particular interest is section 321.3,
which “prohibits any material misrepresentation, whether made first to introduce controls on the unwelcome attentions of teleexpressly or by implication, in any commercial communication, marketing operators. Many states have introduced complementary measures, including Do Not Mail legislation that typically
regarding any term of any mortgage credit product.”
To support the rule’s enforceability, section 321.5 sets out creates a consumer registry at the state level.
So, it’s a big, complicated world that requires technology. ❖
“recordkeeping requirements” defining various categories of
Stephen Margrett is CEO of The Turning Point, Inc. The company’s flagship product, MACH3, is a unified CRM and
corporate marketing solution delivered as Software as a Service. With a master’s degree in consumer behavior from the
University of Minnesota, Stephen has been a leader in the field of technology-driven relationship marketing.
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The networked mortgage.
You need to collaborate with all the participants,
partners, and services that are involved in
processing your loans. Only eLynx gives you a
complete end-to-end data-driven workflow with
single-point connectivity to your entire
mortgage ecosystem.
The networked mortgage with eLynx delivers
on the promised benefits of the eMortgage.
Greater transparency. Better data quality.
Improved processing efficiency. Cost savings.
Ironclad compliance. Return on investment.

Transparent
Connected

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

Recovery Tips - By Brandon English

Are
You
Cutting
Corners?
Borrowers Look Online

While short cuts may save you lots of money upfront, in the end that approach
often just leads to some lost opportunities.

T

he mortgage market continues to change at an astonishing rate. Borrowers are looking for
the best products and services to meet their lending needs. No matter which type of loan: a
new home, refinance, home equity, or auto loans that people are trying to secure, the process
typically starts online. Lenders with a dynamic online presence will gain a significant share of these
borrowers' business.
The days of “dumb” web pages cutting it are over. It is not enough to have a cookie-cutter website
anymore. Borrowers want and deserve more. The issue for lenders that lag in this area is that borrowers
can get a rich Internet experience elsewhere. When a borrower tells you, “I want customized product
recommendations; competitive rates; live chat; detailed closing costs; and a fast, secure and easy-to-use
application process with instant decisioning,” they’re serious. We live in an on-demand world, which
means that we want everything on demand. Proactive lenders get this and understand that they have to
provide this level of what I’ll call Web Super Satisfaction.
In order to better serve our customers, F&C Bank made the decision to enhance its online
lending offerings by delivering a dynamic internet
lending experience through advanced mortgage
The days of “dumb” web pages cutting
lending technology and enhanced online lending
automation. Redefining the online lending experience
it are over. It is not enough to have a
with robust technology provides lenders with the
cookie-cutter website anymore.
best opportunity to face today's challenges head on
while focusing on strategies that will enhance the
customer’s online experience.
We were looking for a solution that was not only cost effective, but could deliver, online disclosures,
provide detailed audit trails and allow us to securely send our disclosures and closing documents
electronically. We researched a number of potential offerings in the marketplace. We selected DataVision’s LoanQuoter, which enables us the opportunity to easily build a comprehensive solution.
Unlike the other offerings, LoanQuoter was the only system to deliver a comprehensive administrative
management solution. This allows us to take control of our website with 24/7/365 access to make
changes and updates. Gone are the days of submitting a change request and waiting weeks or longer
for an update. With this advanced, yet easy to use tool, we have complete control over layout, content,
access and visibility of our site. At the end of the day, we needed to make our customers online lending
experience as comfortable and convenient for them as they would find by walking into a branch.
So what are “Internet savvy borrowers” looking for? The answer is simple, instant information. In
a post mortgage meltdown world there is a need for a fresh approach and more emphasis on customer
service, to boot. Today lenders are being pushed from a number of sources, namely regulators, investors
and the government, to be more transparent. Borrowers are no different. Lenders need to use technology
to not only be transparent to their trading partners, but to their borrowers as well. To this end, our
dynamic internet presence has also allowed us to drive additional business to other areas of the bank,
such and deposits, credit cards, etc. This delivers greater value and convenience to our customers. ❖
Brandon English is Vice Presidentat F&C Bank. He has more than 12 years of banking experience and a Business
Degree – University of Central Missouri. Brandon is also active in the Holden Optimist Club, specializing in
mortgage lending.
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Market Pulse

You
Cutting Corners?
Home Are
Prices
Rise
While short cuts may save you lots of money upfront, in the end that approach
often just leads to some lost opportunities.

I

ntegrated Asset Services, a provider of default
management and residential collateral valuations, has
released the latest IAS360 House Price Index (HPI).
Based upon the data available in the industry, the index
gained 4.0% across the third quarter of 2011. The jump
in this benchmark for housing prices follows a 2% gain in
the second quarter.
According to IAS data, all four of the nation’s census
regions registered gains for the three-month period. The
South, following a solid 3.1% jump in the second quarter,
added another 4.2% for the third, with the Midwest and
Northeast regions gaining 4.4% and 3.8% respectively.
The West, meanwhile, far and away the hardest-hit of the
four areas, managed a modest 0.3% rise.
With the second straight positive quarter, U.S. house
prices as measured by the IAS360 HPI are now up 0.4%
for 2011 and off 0.6% for the last 12 months. The big
benchmark is still down 22.7% from its high-water mark
set first-quarter 2007.
“I did a double-take when I saw the numbers,” said
Paul Sveen, chief executive officer of Integrated Asset
Services, provider of the IAS360. “The markets continue
to act as though we’ve seen a bottom and buyers should
be encouraged to go out and buy. Based on market volume
and demographics of homebuyers during the 3rd quarter,
there is a clear disconnect between the pricing indexes
and real market strength. A large volume of distressed
property still overhangs the market and it continues to
hold most markets hostage.”
While the number of distressed sales, which have been
estimated to account for one-third of home sales in 2010,
has been expected to rise, foreclosures were reportedly
down seven percent from June to July, and down 39 percent
from last July. So-called robo-signer litigation appears to
be a major factor discouraging eviction proceedings.
According to Sveen, the resulting false reading on the
housing market is really no reading at all.
“The action of the IAS360 over the last two quarters
seems to be a calm before the storm,” says Mr. Sveen.
“The reality is, lenders, for any number of reasons, are
increasingly unable to pursue foreclosure. That means
fewer foreclosure properties are coming to market and
prices are not truly reflecting the residential housing
market. The absence of distressed sales, in other words, is
artificially keeping prices from falling.”
The price change reported is the end result of thousands
of local transactions. ❖

SOURCE: IAS360
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Process Improvement - By Tony Garritano

Stretch Even Further
It’s no longer enough to just do what you do, you have to do what you do even
better to succeed today.

I

t’s no longer a winning strategy to just continue doing what you’re doing. You have to do more. You
have to step out of your comfort zone to be even better. And let’s face it, we can all be better. Those
lenders and vendors that take this time to innovate and stretch out will be the ultimate survivors
and winners.
For example, Blueberry Systems LLC developed a new, integrated point-of-sale (POS) solution,
Embark, which enables lenders using Blueberry Systems’ RELAY Loan Origination System to benefit
from a more end-to-end system from loan application through post-closing, shipping and insuring.
Blueberry Systems is creating Embark to meet the demand for a true, “one-stop shop” for mortgage
lenders, providing a complete solution that eliminates the need for multiple decisions and selection of
separate systems based on integration capabilities. The same data integrity and compliance tools that
Blueberry Systems provides for processing, underwriting and closing are available at the point-of-sale.
Blueberry Systems will continue to develop and maintain its Patent Pending integration technology,
Conductor, for those lenders who prefer a best-of-breed approach to their mortgage production platform and may choose a seamlessly integrated third party POS to do so.
Those that select Embark will have their POS solution, imaging platform, data audit framework
and universal data model working seamlessly in tandem through the entirety of the application process. “Blueberry Systems is dedicated to meeting the demands of mortgage lenders as they navigate a
constantly evolving business environment,” said Lloyd Booth, president and COO of Blueberry Systems. “Our company’s ‘mortgage DNA’ positions us
to truly understand the complexities of lending today
You have to step out of your comfort
and Embark is a result of that understanding. With the
zone to be even better. And let’s face addition of a fully integrated POS solution, mortgage
executives are no longer required to make multiple
it, we can all be better.
technology related decisions in managing their loan
production pipelines – this has direct positive impact
on their operations.”
And Blueberry is not alone in pushing the envelope to offer lenders more. Acris Technology, the
software development company behind Mortgage VCO, a full suite of cloud-based software applications and business support resources for mortgage bankers and lenders, has launched a new consulting
service designed to help lenders and other financial service companies build an entirely cloud-based
virtual corporate office. Named VCO Airlift, the new consulting program will identify the specific
steps a lender needs to undertake to run a compliant, scalable, paperless, virtualized mortgage office
without the expense and complexity of on-site servers, software, maintenance and upgrades, while taking into account the company’s existing software and business needs. Airlift will also pinpoint the savings in dollars that lenders will realize by freeing themselves from on-site servers and legacy systems
and migrating to a virtual environment.
Airlift specifically leverages lessons gained since Acris Technology has been managing and hosting virtualized platforms since its inception in 2005. Earlier this year, Acris Technology launched
VCO Desk, a virtual office platform tailored specifically for the mortgage industry. Through a secure
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intensified challenges … diminished resources … extraordinary pressure

LOOK ... THE SOLUTIONS ARE HERE

Mortgage-specific CRM – and so much more

Integrating all aspects of the marketing process in a rules-based
SaaS engine, MACH3 powers revenue growth, enhances operational
efficiency and facilitates compliance and control – creating the next
level of performance across the enterprise.

Print on-demand – fast, secure and affordable

Bringing together a sophisticated technology-driven print shop and
spacious warehouse, the Center specializes in full-color digital print to
support the production and fulfillment of value-added personalized
products across a wide range of formats.

Professional support – maximize your marketing

Drawing on its subject matter expertise in automated marketing,
The Turning Point offers a comprehensive range of support services
– including Design and Copy, Pre-press Services, Template Setup and
Data Preparation – to guarantee an unbeatable ROI.

Call 1.888.887.7880 or
visit www.turningpoint.com

The

TURNING
POINT

®

INTELLIGENT MARKETING SOLUTIONS

The Turning Point is recognized as “the first company to offer bankers, brokers and loan originators
technology-driven marketing solutions specifically designed for the needs of the mortgage industry”.

But it’s not enough for vendors to do more and offer more, lenders
have to do the same. They have to dare to be different.
Citrix environment, VCO Desk enables racks of servers to be
replaced by an array of hosted, load balanced virtual servers,
allowing desktop users remote access to all of a company’s
applications and data while providing greater IT power, scalability and security. Developed and refined over the course of
years, VCO Desk had been in use privately for years by Laguna Hills, California-based Millennia Mortgage to process over
$10 billion in funded loans.
“Everyone is talking about cloud computing, yet it is not
clearly understood by many small and mid-sized lenders in a
way that makes it actionable,” says Martin Williams, CEO of
Acris Technology. “Because we have ‘been there, done that’
with our own virtual office platform, VCO Desk, it occurred to
us that we can guide others who are weighing this transformation but aren’t sure how to get there. We’re calling it VCO Airlift
because it is designed to ‘lift’ companies into a cloud-based environment, where so much more is possible.”
“With mortgage rates at all-time lows, now is an opportune
time for many lenders to be considering a cloud-based future,”
says Richard Johnston, president of Acris Technology. “Right
away, they get greater data storage with automatic backups, better security and unlimited scalability to handle an increase in
business – all with lower overhead. But they also get the ability
to leverage mobile technology, add remote staff, and more easily
manage today’s tough compliance challenges through a single,
common platform.”
But it’s not enough for vendors to do more and offer more,
lenders have to do the same. They have to dare to be different.
For lenders like Mortgage Network, Inc. that means doing more
with paperless. “We have been paperless for 4+ years,” said
Brian Koss, EVP of National Production at Mortgage Network.
“The advantage is flexibility and efficiency in the workplace.
From point of origination to closing anyone in operations can
see that file and work on it. It expedites the loan process and
cuts down the days to close and days to purchase from our investors. It also allows us to find and leverage the best people
in the industry operationally instead of just who is close to a
major operations center. Empowering the best people is what

motivates them, while still protecting our risk with noninvasive
and persistent quality controls.”
Brian Koss joined Mortgage Network, Inc. of Danvers, MA
as an Executive Vice President of National Production. Mortgage Network is a national lender with a $2B annual retail business throughout the East Coast. Brian brings with him 24 years
in the business and has personally lent as a Loan Officer over
$1Billion in home loans. From 2002 to 2006 Brian was the SVP
of New England for Countrywide Home Loans.
He expanded on his paperless strategy when he noted,
“GlobalDocs, our document imaging system started in 2004,
was inspired by a Wells Fargo system used to exchange documents with correspondents. The Well’s system made use
of a single area where all documents uploaded by the correspondent would reside. The idea behind GlobalDocs was to
use a similar concept indexing documents by loan and type.
Sharing existing hardware and databases, it started as a very
simple system – a couple of options built directly into our
LOS. Due to its ease of use and accessibility, the system became very popular. As we realized the multiple benefits of
using GlobalDocs, we quickly expanded the system. As our
company’s needs have changed, it has evolved to include
the storage of several documents spanning multiple systems
(credit, underwriting, trading, pricing, servicing, closing
docs integrated with external doc prep provider). GlobalDocs now utilizes dedicated cutting edge EMC hardware
with offsite redundancy along with a number of document
manipulation features.”
The paperless structure at Mortgage Network allows files to
be transferred easily between offices ensuring efficient balancing
of workload between offices. Files are delivered electronically
to investors. Documents can be delivered outside the company
via Secure E-mail, a feature of GlobalDocs. Going forward, the
tool will soon have a feature which will allow borrowers to upload financial documents such as W-2, tax returns, pay stubs and
similar documents into their file.
See what I mean? It pays to think outside of the box and improve what you do in order to do it even better. ❖

Tony Garritano is Chairman and Founder of PROGRESS in Lending. As a speaker Tony has worked hard to inform
executives about how technology should be a tool used to further business objectives. For over 10 years he has worked
as a journalist, researcher and speaker. He can be reached via e-mail at tony@progressinlending.com.
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Future Trends - By Roger Gudobba

The Cognitive Computer
The ongoing evolution of making computers behave like humans has taken yet
another step forward.

“

The computers we have today are more like calculators” said Dharmendra Modha, the project
leader for IBM Research. “We want to make something like the brain. It is a sharp departure from
the past.”
For the past half-century, most computers run on what’s known as Von Neumann architecture. The
processing of information and the storage of information are kept separate. Data travels to and from the
processor and memory, but the computer can’t process and store at the same time. By the nature of the
architecture, it’s a linear process. That’s why software is written as a set of instructions for a computer
to follow - it’s a linear sequence of events, built for a linear process.
Dr. Modha’s team isn’t the first group trying to bypass Von Neumann architecture. But what makes
their approach unique is that they’re taking their inspiration from the way human neural architecture
works. Computers, like, humans, can learn. The challenge in training a computer to behave like a
human brain is technological and physiological, testing the limits of computer and brain science.
But researchers from IBM say they have made a key step toward combining the two worlds. A recent
press release stated that “to do this, IBM is combining principles from nano science, neuroscience
and supercomputing as part of a multi-year cognitive
computing initiative.
IBM’s Dr. Modha points out that: “Our
Last month we talked about how an intelligent
computer
system, WATSON, competed against two
achievements are humble but our
former record-holders, Ken Jennings and Brad Rutter
aspirations are lofty.”
in a human versus machine match up on Jeopardy.
David McQueeney, vice president of IBM Research
said that “Watson’s real applications are far more practical. The computer is actually intended to help
users get a handle on unstructured data such as text, e-mails and in-company mail messages.”
To take it one step further, IBM is working on a new class of computer chips that are designed
to imitate the human’s abilities for perception, action and cognition. IBM announced on August 18,
2011 that it has build two prototype chips it says will process data more like the way humans digest
information than the chips that now power PCs and super computer.
The chip is designed to imitate the human brain’s ability to understand its surroundings, act on things
that happen around it and make sense of complex data. Instead of requiring the type of programming
that computers have needed in the past half-century, the experimental chip will let a new generation of
computers, called “cognitive computers”, learn through their experiences and form their own theories
about what those experiences mean.
IBM’s interest in the chips lies in their ability to potentially help process real-world signals such
as temperature or sound or motion and make sense of them for computers. The chips may eventually
power devices that respond more fluidly to data and stimuli, allowing them to act outside of their
currently narrow, per-programmed functions. The possibilities of a more robust chip that enables them
to gather data, make sense of it and learn from their experiences are powerful and almost limitless.
It may be a decade or longer before the chips make their way out of the lab and into actual products. What’s important is the chips ability to adapt to types of information that it wasn’t specifically
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Consequently, they tend to falter in terms of breadth, but
programmed to expect is a key feature. The techniques explored
by IBM and other companies and university research labs around when they succeed they are very precise. Techniques for dealing
“cognitive computing” could lead to chips that are better able to with huge amounts of natural language text, such as Information
Retrieval, suffer from nearly the opposite problem is that they
adapt to unexpected information.
The chips represent a significant milestone in a six-year proj- can always find documents or passages containing some keyect that has involved some 100 researchers and some $41 million words in common with the query but lack the precision, depth,
in funding from the government’s Defense Advanced Research and understanding necessary to deliver correct answers with acProjects Agency. That’s the Pentagon arm that focuses on long- curate confidences.
QA technology takes a question expressed in natural language,
term research and also brought the world the Internet. IBM has
seeks to understand it in much greater detail, and returns a list
also committed an undisclosed amount of money.
The company and its university collaborators also announced of top answers along with supporting evidence, allowing the end
they have been awarded approximately $21 million in new fund- user to assist in the final step of selecting the best answer.
IBM’s DeepQA technology extends this paradigm further
ing from the Defense Advanced Research Projects Agency for
Phase 2 of the Systems of Neuromorphic Adaptive Plastic Scal- by introducing confidence as a key feature. By calculating a
meaningful confidence in its anable Electronics (SyNAPSE) project.
swers, IBM helps provide the end
“The goal of SyNAPSE is to creThe new chips
user with a significant, and often
ate a system that not only analyzes
missing, element of the result, givcomplex information from multiple
architecture is
ing the user a more complete picture
sensory modalities at once, but also
modeled on
about the information they are using
dynamically retires itself as it interfor their decision making.
acts with its environment - all while
human neural
DeepQA technology provides hurivaling the brain’s compact size and
mans
with a powerful tool for their
low power usage. The IBM team has
systems for
information gathering and decision
already successfully completed Phasperception and
support. A typical scenario is for
es 0 and 1.”
the end user to enter their question
But the techniques explored by
cognition.
in natural language form, much as
IBM and other companies and uniif they were asking another person,
versity research labs around “cognitive computing” could lead to chips that are better able to adapt and for the system to sift through vast amounts of potential
to unexpected information. The quest for building a computer evidence to return a ranked list of the most compelling, precise
system that can do open-domain Question Answering (QA) is answers. These answers include summaries of their justifying
untimely driven by a broader vision that sees computers oper- or supporting evidence, allowing the user to quickly assess the
ating more naturally in human terms rather than strictly com- evidence and select the correct answer.
The applications for the mortgage industry include: originaputer terms.
Classic knowledge-based AI approaches to QA try to logi- tion pipelines, regulatory compliance, underwriting, call centers
cally prove an answer is correct from a logical encoding of the and portfolio management.
In his book On Intelligence, Jeff Hawkins said “The true
question and all the domain knowledge required answering it.
Such approaches are stymied by two problems: the prohibitive benefit and excitement of a new technology is in finding uses
time and manual effort required to acquire massive volumes of for it that were inconceivable before.” The book, published
knowledge and formally encode it as logical formulas accessi- in 2004, develops a powerful theory on how the human brain
ble to computer algorithms; and the difficulty of understanding works and explains why computers are not intelligent. Next
natural language questions well enough to exploit such formal month, I will explore why I think this book was a precursor to
the work at IBM. ❖
encodings if available.
Roger Gudobba has over 25 years of mortgage experience. He is CEO at PROGRESS in Lending and Chief Strategy
Officer at technology vendor Compliance Systems. Roger is an advocate of data standardization and a more
data-driven approach to mortgage. Roger can be reached via e-mail at rgudobba@compliancesystems.com.
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Business Strategies - By Michael Hammond

Do People Like You?
Reputation matters. It’s important that you do everything possible to establish
and reinforce a positive brand.

A

re you a Coke person or a Pepsi person? Each brand carries weight and chances are everyone you talk to will have an opinion about which is better. The fact is, Coke and Pepsi
spend a lot of money and intellectual resources to reinforce their brands so that people
“like” them. Now, let’s talk about you and your company. What do people think of you? What’s the
industry perception of your company? It matters.
Now that you’re thinking about your brand, let’s look at how you can make it even better. In my
view, dynamic messaging plays a vital role in the development of a unique brand identity.
The challenge for companies to develop this dynamic messaging is magnified by the fact that
often times during challenging market conditions, marketing budgets are one of the first to be cut.
Therefore, when innovative product and service offerings are delivered to the marketplace, the proper positioning of the offering does not exist; creating more noise, less differentiation and even fewer
sales opportunities.
What people fail to recognize is that perception is often reality. A company’s prospective clients
should immediately recognize the value proposition
behind dealing with that vendor. You don’t just want
In my view, dynamic messaging plays to be one vendor among many; you want to be the No.
1 vendor in your space.
a vital role in the development of a
Brand/Product Positioning defines how companies
unique brand identity.
will differentiate themselves and their offerings in the
marketplace while building value for their specific
target audiences. This impacts how others view that company’s products and services. It is critical to
have a dynamic brand message that clearly differentiates your company and its products and services
from the competition – and one that portrays your company’s and your product’s unique identity.
Dynamic Brand/Product positioning sets the foundation for the messaging that will be used in all
interactions within the marketplace. This foundation enables companies to differentiate themselves
by delivering consistent messaging in all communications, whether it is on the company’s web site,
marketing material, sales presentations, press release, etc. This differentiation will help drive demand in the market for that company’s products and services.
When companies look to differentiate, they often focus on features and functions that they think
are cool. That’s a mistake. Why? The dynamic messaging should focus on what’s in it for the prospect not how great the vendor thinks it is. What business value is this product or service bringing to
the market and why is that the best solution for the prospect?
In an article entitled “8 Brand Strategies that Set You Apart from Competition” by Robert Marshall, he says, “The American Marketing Association (AMA) defines a brand as a “name, term, sign,
symbol or design, or a combination of them intended to identify the goods and services of one seller
or group of sellers and to differentiate them from those of other sellers”.
“Therefore, it is important to understand that branding is not just about getting your target customer to choose your product or service over your competitors, but it is also about convincing your
prospects that you are the only one that can provide the best solution to their problem.”
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It’s not easy to build a brand. Quite frankly, building a that satisfies not only their physical needs but their emotional
brand is an ongoing process where the main objective is to needs and their need to identify themselves to your brand.
Stay relevant and flexible - Successful brands don’t cling
emphasize the differences between your company, product or
to the old ways just because they worked in the past; instead,
service from your competitors.
It’s what you stand for, a promise you make, and the image they try to re-invent themselves to keep up with technology,
economy, and changing needs of the consumers.
you convey.
Get active in your community - Community is a powerful
But it’s also very important that you take this task seriously.
Whether you are a B2C or B2B company, good branding strat- and effective platform on which to engage customers and creegy helps you stand out from your competition. Your brand ate loyalty towards the brand.
Be aware of competition - Even if
must consistently and repeatedly tell
you have the most innovative, highly
your prospects and customers why
A company’s
desirable product, you can expect
they should buy from you.
competitors with a superior value
To circle back to my earlier
prospective clients new
proposition to enter your market down
thought, think of companies like Coke
should immediately
the road.
or McDonalds. Right away you envibrand strategy thinking – Do
sion their logo, but their branding will
recognize the value not Practice
just settle for the choices currently
take you way beyond that. When you
available, but try to think outside the box.
think of Coke, words like refreshing,
proposition behind
happy, fun, magical come to mind.
dealing with
The same with McDonalds; right
Bring Clarity
away you think of kids, fun, clown,
He goes even further to say that having an
that vendor.
happy, playground. How many times
effective brand strategy will bring clarity
when you need a tissue, do you find
and meaning to your brand so you can fothat you will ask for Kleenex? That is successful branding!
cus on making, creating, and selling things that people actually
Successful branding also creates “brand equity” – the amount care about.
of money that customers are willing to pay just because it’s your
You have competition. We all have competition. If you’re a
brand. In addition to generating revenue, brand equity makes vendor, lenders have less money to spend, that means you need
your company itself more valuable over the long term.
to prove that your technology is essential. You don’t want to be
By defining your brand strategy and using it in every in- just one out of 100 LOS systems, you want to be the LOS of
teraction with your market, you strengthen your messages and choice, for example. How do you do that?
relationships.
Develop a brand that means something to the market so
when lenders are looking into things like compliance, as they
all are, they know that your LOS offers the best, most autoTips To Use
Here are 8 brand strategy principles detailed by Marshall that mated compliance approach.
This advice doesn’t just apply to vendors. Lenders are comhe recommends to achieve business success:
Define your brand - Authenticity, core purpose, vision, mis- peting feverishly for every deal. Credit is tight and there are
fewer borrowers out there, we all know that. So, why should
sion, position, values and character.
Your brand is your business model - challenge your busi- a borrower work with you? If you can’t answer that question,
you have work to do.
ness model to maximize the potential within your brand.
So, let’s all think real hard about industry perception and
Stay consistent - Consistency in your message is the key to
what our brand means. Once you get that feedback from the
differentiate.
Connect on the emotional level – a brand is not a name, logo market, work to improve your brand. Good branding can be the
or a website; those are only the tools. Sell people something difference between getting and losing many deals. ❖
Michael Hammond is chief strategy officer at PROGRESS in Lending Association and the founder and president of
NexLevel Advisors. NexLevel provides solutions in business development, strategic selling, marketing, public relations
and social media. He can be reached at mhammond@nexleveladvisors.com.
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Improve

Empowered lenders
and their customers
will know more, have
enhanced data security,
and strengthen trust
in each other through
electronic adoption.

Consumer Relationships

F

or consumers, obtaining a mortgage is often
a complicated and difficult process – full of
requests for more information, forms, legal
documents, unfamiliar requirements, signatures,
and unknown parties. It’s not
By Sharon
just a transaction between
a home buyer and a seller. There are realtors,
banks, appraisal companies, inspectors, lawyers,
insurance companies, and settlement agents involved. Knowing who to trust and what to do is
hard. That’s why having a relationship, or devel-

oping a relationship, with a bank is so important.
If a consumer learns to trust the bank involved
in their mortgage transaction, because the bank
makes the process simple and clear, they can go
on to have a long-term relationMatthews
ship involving other products
and services.
The mortgage industry is stressed by constant
change and new legislation. Changes necessitated
by RESPA are in effect and new changes are
already on the horizon. The Dodd-Frank Act has
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led to the emergence of a new Consumer Financial Protection Bureau that will
shape new regulations and mandates. To
simplify the mortgage process for consumers, the bureau has already begun
consolidating the TIL and GFE disclosure
forms into a single document – something
that will affect every mortgage lender.
At the heart of these changes and
legislation is improving the information provided to, and therefore the experience of, consumers. Lenders that
embrace this philosophy and find ways
to gracefully deal with compliance, security, and efficiency issues will realize
a competitive advantage.
Ease Compliance Burdens

Non-compliance with regulations around
consumer interactions can result in delays,
penalties, and rework. According to an
article by Bloomberg, the time needed to
close a mortgage loan has nearly doubled
to 60 days. It’s critical that lenders find
ways to reduce this lag time and get to the
closing table in a quicker fashion. We’ve

“

Realizing that not all consumers have
e-mail addresses and that some chose to
not receive documents electronically, eLynx’s integrated print-and-mail services
provide a failsafe solution. If a borrower
fails to pick up the documents in the allotted timeframe, this service automatically takes over, delivering hardcopy disclosures within RESPA timeframes. The
model of “send it and forget it” is important to your compliance measures and ultimately your peace of mind. Regardless
of the circumstances after electronically
sending disclosures, you can be assured
that the intended party will receive them.
Studies show that implementing
electronic mortgage processes is a strong,
sustainable investment: Lenders who provide customers with web-based services
tend to promote customer retention and
increase their ROI, but most importantly,
the security enhancements that come with
electronic processes can’t be matched.
For consumers, knowing that sensitive
data is protected is critical. Since 1994,
eLynx has protected customer data and

At the heart of these changes and legislation
is improving the information provided to, and
therefore the experience of, consumers.

“

found that automated tools to manage document-intensive processes, with reporting
and compliance capabilities, are key.
eLynx’s electronic delivery, signature,
and print-and-mail fulfillment services
streamline processes and are compliant
with regulations like the Housing and
Economic Recovery Act (HERA), as well
as the Real Estate Settlement Procedures
Act (RESPA). In fact, these integrated
services ensure disclosure packages are
delivered securely and immediately, remaining in compliance with time-based
regulations and with ESIGN and UETA
regulations for electronic signatures.
Not all states, however, have adopted the
legislation, so we took things a step further, validating our compliance measures
through multi-state audits.
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has ensured that your customers’ data is
secure. Our electronic offerings are far
more secure than the average email, as
well as mail by post.
Before customers can access the
documents sent electronically, they must
first establish their identity. We offer
several methods for identify authentication including out of wallet questions,
Knowledge-Based authentication (KBA),
and username/password schemes. The
customizable security offering confirms
a borrower’s identity before they see the
contents of packages sent to them.
Furthermore, our robust audit trail
time-stamps documents and records every
event and action taken in the system. The
feature provides a level of transparency
for lenders so they can see where bor-

rowers are in the process, who has taken
action, and how documents are changing.
This is a much more secure method than
wondering if the mail was delivered to the
consumer, where the lost document is,
and trying to figure out who has the latest
copy of a mark-up document.
Efficiency & Empowerment

Speed and service are important, and lenders need tools and workflows to maximize
operational processes and profitability. A
recent eLynx analysis of workflows for
sending documents to consumers revealed
several best practices that affect efficiency. For example, having the generation of
disclosures disconnected from the application process, or performed by a different group, can lead to issues. Consumers
who had recently spoken to a loan officer
or someone at the call center had no reason to trust an email notification from an
unfamiliar person and email address. This
frequently led to staggering delays. Automating the mortgage workflow, so that
loan officers or call center staff were empowered to send documents immediately
had a measurable impact on the process.
Furthermore, the research showed that
getting a borrower to sign the upfront disclosures electronically has a significant
pull-thru effect. Additional analysis has
shown that electronic adoption can shave
up to 12 days off the average time to close
a loan. Direct involvement with consumers, use of electronic tools, and workflow
improvements empowers both parties to
know more and be active in the process.
The eLynx electronic delivery and
signature offerings were designed with
consumers in mind. The user interfaces
incorporate lender branding to provide
consumers with the familiarity needed to
move processes forward. Whether electronically, or paper-based, our services
will automatically meet the needs of consumers and get documents where they
need to be on-time. The enhanced visibility and transparency that is given to both
parties allows bi-directional communication. Everyone knows where documents
are in the process, who has them, and how

they have changed. Our tailored notification system lets each party know when
action is necessary to strengthen the trust
between lender and consumer, as well as
significantly shorten process time.
The Next Generation

eLynx is currently investing its energies in
a new offering that will provide a single
streamlined, integrated, and intuitive experience for the consumer. This offering,
aka Consumer Inbox, will automatically
include services such as integrated print
and mail. The Inbox will improve communication and document exchange between lenders and consumers. Consumers
will be able to receive documents electronically, then sign and return them using an intuitive interface. Consumers can
also use the system to respond to requests

for additional information from the lender
for documents such as W-2s and income
verification. Looking to the future, the
Inbox may be offered on mobile devices
to make consumer interactions as simple
and convenient as possible.
Using technology to improve interactions with consumers is an effective
strategy for a mortgage lender. The immediate benefits of process efficiency,

greater transparency, elimination of lost
documents, improved compliance, and
enhanced security are achievable. And
lenders that use technology effectively
will get a competitive advantage by cementing a solid relationship with their
borrowers. It’s no longer a question of if
you improve your customer experience,
but how you go about it and how fast you
can see results. ❖

A b o u t Th e A u t h o r

As President and CEO, Sharon Matthews oversees the overall operations
of the company and is responsible for the growth of eLynx’s market
leadership position providing data-driven document distribution,
collaboration, and connectivity services for the financial services,
mortgage banking, and real estate industries. Matthews came to
eLynx with more than 25 years of senior executive experience running
profitable large technology and software companies.
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Integrity:

The Biggest

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

By Barbara Perino and Rebecca Walzak

D

id 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?”

27

Tomorrow’s Mortgage Executive

Tomorrow’s Mortgage Executive

28

During the “happy times” of 20032007as these loans were being originated, some members of the profession
were heard to ask similar questions of
CEOs and production staffs. Unfortunately 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 origination practices began, another integrity
problem emerged. This time it was the
signing of necessary documents by individuals to complete foreclosures and
the surrounding practices that raised the
specter of “robo-signing”. Because individuals 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 continues because individuals who once
disparaged loan officers and production
staff for doing “anything for the money”

“

is not what our industry is all about.
The apparent lack of integrity seen
within many mortgage lenders, servicers, vendors, rating agencies and investment banks has come back to bite us
hard. Having emails read in Congressional hearings that described how little
concern there was about the probability
of these loans performing and the disregard 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 governmental 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

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.

“

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 testimony and written documentation that
have been produced by these individuals 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 industry “quality professionals”when others are trying to make the point that this
29
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us now. If we want to stop this, if we really 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 honesty 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 conforms 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 definitions lenders with integrity are looking
first at what their customers expect, what

they need and using the tools and knowledge at their fingertips to help make value-added decisions. Whether those decisions ultimately mean the business walks
away from a loan in the case of a consumer or doesn’t invest in a pool of loans
if the customer is looking for good investments for portfolios. 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
in the process if the process is never followed or there are no ramifications when
this oversight is discovered. For an industry to have integrity, the companies that
are part of the industry must have integrity. 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 regulatory environment will be viewed by those
we have most damaged as leading indicators of what to expect in the future. .
Of course, individually we have already taken the first difficult steps and
have come a long way in dealing with
this problem, particularly with loan officers, production staff, external vendors
and consumers who would focus on perpetrating fraud on lenders and banks. Investors now have exclusionary lists; individuals whose participation in fraudulent
activities and/or have demonstrated a
lack of integrity that has been so detrimental to the industry are no longer able
to practice the profession. The SAFE
Act, requires that those individuals who

are actively involved in making decisions
regarding loan applications be licensed
and have the education that comes with
obtaining it. The Mortgage Bankers Association has developed and posted a
Code of Conduct on their web-site and
are screening those companies and individuals 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 actively stop allowing any “slip” in conduct
that is not what we promote as the accepted standard of right and wrong. We
can all think of individuals who in the
past have positioned themselves as industry leaders but have only led us into

promoting destructive loan programs
anddetrimental lending practices. Yet after 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 control 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 findings 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 relationship between the process and its underlying 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 stretching 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 highest standards. Whether it is vendors that
produce appraisals and credit reports,
vendors who provide contract underwriters 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 importantly, we have to set higher standards
and hold ourselves accountable. Leadership sets the tone for the organization.
Industry Solutions

There is a common theme among experts
who have studied or written about modern leadership, that all leaders must act
with integrity at all times. The first reason
for acting with integrity is that employees are constantly observing the leadership 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
31
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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 endurance 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 accomplish 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 sophisticated financial transaction to someone 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 education of lenders by lenders can become a
practice of transmitting bad information.
These education programs need to be pro-
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fessionally developed, taught and result in
recognized and accredited degrees.
Finally, we need to educate our customers, both the consumers and investors 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 consumers and our investors. They need to understand 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 develop 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 beliefs 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. ❖

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 on practical experience in these organizations as well
having held numerous positions from top to bottom of the consumer
lending industry over the past 25 years.
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Ellie Mae’s Jonathan Corr
reflects on this year and talks
about what lenders need to do
to succeed going forward.

uccess

in the mortgage industry. Ellie Mae also
made some personnel changes. Jonathan
Corr was named chief operating officer.
Mr. Corr, who has been responsible for
corporate and product strategy for Ellie
Mae, now also oversees all sales, business
an a loan origination system
development, marketing, client services
actually complete a successful
and client support divisions.
IPO? It’s never
Executive Interview
He sat down with us to reflect
been done before, but Ellie
on what 2011 has meant to
Mae got it done this year.
Ellie Mae and the mortgage space. He
The company not only went public, it
also shared his vision for the future of
completed two high-profile acquisitions.
mortgage lending.
All this happened during a time of flux

C
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Executive Interview

Q: On a personal note, you’re an avid golfer. Why
do you like the sport so much and how has being a
good golfer influenced your business decisions?
JONATHAN CORR: I’ve been golfing since
business school. It’s an interesting sport
on a number of levels. It looks like such
an easy game, but it continually challenges you. There’s also an emphasis on precision. It’s amazing how good your stroke
can be if you’re precise about it, but if you
lose your focus causing you to be off by
even just a fraction, it can make a big difference. No matter how often you do it,
it’s always challenging.
Also, going off and spending a lot of
time on beautiful courses out in the fresh
air is relaxing. It can be frustrating, but
just being out there in nature puts everything into perspective. It’s very refreshing. You learn a lot about yourself.
From a business standpoint, unlike
other things that you might do that are
competitive, you have time to have good
conversation and get to know folks. You
get to go out of the office and live. It’s

Industry Predictions

think enough about their own processes and how
they can improve?

1
2
3

JONATHAN CORR: Yes and no. It depends on
the lender. I see a lot of lenders looking
to improve their processes. Lenders are
looking for fundamentally new ways to
deal with industry challenges. They are
also looking for new ways to get customers. Those folks are leading the way
and differentiating themselves. Those
folks will become the best companies in
the space. There are other folks that are
stuck in their ways. That’s a reflection of
what you see in every industry, especially
when it comes to embracing new technology. Everything goes through technology
adoption curves. We go through these
curves where you start with what I’ll call
the lunatic fringe. There were some companies doing e-mortgages early on. Some
would call them the lunatic fringe.
From there you move to early adopters. From there you talk about the early
majority, the late majority and the laggards. You are always going to have the
late majority and the laggards. Those are
the companies that follow. Those companies don’t become leaders because
they are not adopting new technology to
get the benefits of that technology, they
are doing it to survive. Our industry is
like that. Today we’re in that middle
period. New ideas like e-disclosures, esigning, automated compliance, investor delivery, you can map these ideas in
terms of adoption.

Jonathan Corr thinks:

There is a good chance that we’ll see
some benefits from HARP 2.0.
Rates will remain low and the economy
won’t change dramatically.

We will also see an accelerated
movement toward automation,
especially when it comes to SaaS.

also a game that shows the true nature of
people when it comes to their integrity.
There is no referee. You have to referee
yourself. It also gives you a sense of people in an environment with stressors. You
can see how people react to a poor shot
and that’s very telling as to how they will
react in business. I don’t play as much as
I’d like. It’s a great game.

Q: Speaking of introspection, do you think lenders

Follow us
on
Twitter

@engagep

rogress
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Q: In terms of conditions that may push those laggards along, there is a lot of emphasis on quality.
What does the need for greater loan quality mean
in terms of technology adoption?
JONATHAN CORR: We’re going to continue
to see increased demand from the regulatory side. There will be continued change.
Let’s look back at the RESPA changes,
that accelerated the use of e-disclosures.
Loan officer compensation accelerated
the use of product and pricing technology.
We’re going to see the Truth in Lending
and Good Faith come together. We’ll see

Executive Interview

a lot of Dodd-Frank pushed out through
the Consumer Finance Protection Bureau.
With all these demands and changes, in
many cases automation is being forced.
Also if you look at investor demands,
everyone is looking for verification, reverification and verification again. This is
not about productivity for the sake of productivity, it’s about being able to do all of
these things in a timely way, in a cost effective way, and still be profitable. These
changes have been an accelerator of the
use of technology and will continue to be
well into the future. Even if the regulation
pendulum goes back and becomes more
relaxed, which it will in time, there will be
no going back because lenders will have
experienced the benefits of automation
and they’ll want more.

Q: What specifically does the industry need to
deal with new regulation? Are there particular
technologies that lenders must adopt?
JONATHAN CORR: One of the technologies
that has shown it can carry a huge benefit and help lenders move to a truly automated process is the Software as a Service model. The fact that the technology
is readily available, storage is easy, your
data is managed for you, what you’re
seeing is the technology provider is doing what they’re good at while you focus
on what you’re good at. Another benefit
is that technology is no longer cost prohibitive so you can get that movement.
With the ongoing change in this industry,
lenders don’t want to install new technology every time there is a new rule.
The technology vendor should do that
for you. Not only is this model important and relevant for other markets, the
idea of doing things electronically over

the Web is happening today because of
SaaS. This technology enables lenders to
have both control and transparency.
Other technologies that we’ll see become more important are about customer
service. How do you do that? The key is
mobile technology. The key will be how
do you go mobile so the technology is
both valuable and useful to the loan officer and the consumer.
We’re also doing stuff around successbased pricing. We’re bringing different technologies together that were just
loosely connected prior.

Q: How is Ellie Mae promoting a more connected/
transparent process through its technology?
JONATHAN CORR: Our vision, our North Star
is the desire to be one of the drivers of
end-to-end automation. What do I mean
by that? Everything from the first consumer touch to the final investor delivery
should be electronic. There is $750 per
loan in just waste today. That’s money
thrown out the window. Why should it
take 30 to 45 days to close a loan? We are
always thinking about how to make our
clients more successful. If you can automate everything, and still offer the lender
complete control, and enable them to better serve the borrower, that’s our goal.
We have a broad platform of Software
as a Service solutions that amount to a
full enterprise offering. We’ve also been
very focused on compliance. The No. 1
priority for every lender that we talk to is
compliance. We’ve made the investment
in the area of compliance through acquisitions and internal innovation. We consider
that to be a big differentiator for us. We’ve
gone even further to work with both our
clients and investors like Wells Fargo to

Insider Profile
Jonathan Corr joined Ellie Mae in 2002 as senior vice president of
product strategy. He became the company’s executive vice president
and chief strategy officer in 2005. Just this year he was promoted to
Chief Operating Officer. Prior to his work with Ellie Mae, Mr. Corr
held executive level positions at PeopleSoft, Inc., Netscape and Kana/
Broadbase Software/Rubric.
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create a streamlined process that ensures
quality. We’re also in the midst of rolling
out more functionality around consumer
direct because that’s where our customers
are going.

Q: It’s been a big year for Ellie Mae. Your company went public, bought a pricing engine and
recently bought a competing LOS in DataTrac.
Reflect a little bit on what this year has meant
to Ellie Mae and what we can expect from you
guys next year?
JONATHAN CORR: As you said, it’s been a big
year for us. It’s been exciting. The IPO
has really allowed us to have additional
currency so we can invest to support our
customers both through acquisition and
organically. The acquisition of Mortgage
Pricing System added product and pricing
functionality. We added lots of customers
and executed on our strategy that product
and pricing is great as a standalone, but it
is better when it’s embedded in the fabric
of everything you do.
The DataTrac acquisition was fabulous for us. We could not have diagramed
a better acquisition in terms of picking up
loan share and volume. They also have a
fantastic team of leaders like Rob Katz
and great technologists, as well. DataTrac
might not have been the biggest innovator, but they had a large and loyal customer base because of how closely DataTrac
worked with their customers. Going forward we will be able to bring the capabilities of DataTrac and Encompass together
to offer a combined solution.
This year as a whole told us that the
success-based pricing model has been the
right bet. We’ve seen revenue grow steadily in that category. We set a great foundation going into next year. Is 2012 going
to be a tougher year? Most think so. Most
predictions say we’ll be down another
20% in terms of volume. I don’t know. In
spite of market origination declines we’ll
bring our products even closer. Lastly, I
think the idea of creating a total quality
loan through our partnership with Wells
Fargo will become astandard. I expect
other investors to do the same. ❖
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The good news is the loan level data collected in the servicing
of defaulted mortgages can provide key insights.

I

mprobably there is a positive side to the rough ride the mortgage market
has taken in the past few years. It’s not easy to find a silver lining in the
cloud of record defaults and foreclosures that have hung over the market
the past three to four years. The good news is
By Ravi Ramanathan
the loan level data collected in the servicing
of defaulted mortgages can provide key insights into foreclosures: notably,
how to predict the likelihood of foreclosures based on loan parameters,
the timelines involved and how to head them off in the future with safer
underwriting criteria.
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DecisionReady has collected activity
level information from more than three
million loan reviews by default servicing associates. The data we have can be
used by servicing organizations to identify intelligent metrics on loan performance by a variety of factors, including
loan characteristics such as geography,
and investor and property type.
What conclusions can be drawn from
the data we’ve assembled? How can this
data be used?
First, we’ve found the data on defaulted loan performance share some
common patterns, which can help pinpoint some of the top reasons that lead
to a loan default and foreclosure. We’re

“

sure that the subjectivity of decisions by
bank employees is replaced with more
objectivity. Thus, compliance has been
layered with a process-based component.
Much of the compliance process used
in the past was based on a snapshot of
loan file data. We’ve learned that process
compliance is just as important as document compliance in dealing with today’s
regulatory environment.
Servicing technology such as ours
collects data on each loan we review,
including all attempts by the servicer
to reach out to borrowers and the loan
decisions made throughout the default
servicing process. This transactional
activity level data can be mined and

The data we have collected provide critical
insights into how the past behavior of
homeowners is a leading indicator in predicting
future loan performance.

“

also able to determine some common
factors associated that lead to better
decisions on whether a foreclosure sale
date should be postponed. The data we
have collected provide critical insights
into how the past behavior of homeowners is a leading indicator in predicting
future loan performance.
The increased scrutiny of servicers
by both internal and external auditors
has resulted in an abundance of loan
level data that not only allow servicers
to identify and drive process and policy
changes, but also provide key insights
into the performance of loan portfolios.
All this has emerged from the development of managing policy and process compliance in mortgage servicing
through technology. The market dynamics provided the impetus to collecting
detailed data, and technology provided
the means to do so.
Prior to the subprime crisis, origination and servicing compliance was associated with document gathering and the
timely disclosure and execution of terms
and notices. Today, compliance must en41
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analyzed to identify intelligent metrics
on loan performance, using a variety of
parameters.
The data collected in the process of
servicing defaulted loans allows services to identify and drive process changes
through their organization. Importantly,
the data also provides key insights on
portfolio performance. Servicers can
combine third-party market and economic data with their own data, creating
powerful business intelligence for management’s future decision-making.
Investor guidelines concerning critical servicing decisions are often ambiguous, requiring a good deal of interpretation from servicers and servicing
associates. For example, guidelines requiring “sufficient customer outreach”
can be interpreted in many ways. Servicers need to formulate a process to effectively address the compliance rules.
Technology can break down these complex decisions into a series of simpler
steps and objective questions for servicing associates, thus eliminating any
ambiguity. It also can provide servicers

with opportunities to mine this data for
use in anticipating borrower behavior.
Servicers can review the performance and outcome of loans based on
their interpretation of policy from the
transactional data collected. They can
mine and use this invaluable data to
identify all available alternative options
to foreclosure when servicing delinquent mortgages. If foreclosure cannot
be avoided, the data can help servicers
establish foreclosure sale dates.
A New Era

Today, loan level electronic documentation is required to prove beyond a reasonable doubt that servicing associates followed the policy and process guidelines.
It is no longer possible to establish compliance with training guides and processing manuals. The scrutiny of servicer decisions by external and internal auditors
has led to the creation of the electronic
documentation of the servicing process
and the document trail. Therefore, opportunities to collect and interpret loan
level data will only increase.
Servicers have developed more stringent processes given the new regulatory
dynamics, enabling them to collect data
on associate productivity at the loan level. Servicers then can review and compare data between associates across different sites and different departments,
allowing for better capacity planning
for their operating units. Servicers can
gain more insight into the productivity
of their associates and into how geography, investors and loan types affect their
servicing costs. Servicers now can have
more meaningful conversations with investors on the cost of servicing, as well
as on portfolio performance.
One of the more significant challenges servicers face in managing delinquent loan and foreclosure timelines
is finding a balance that accommodates
the diverse views of borrowers, investors and regulators. The underlying data
can help manage this delicate balancing
act. How servicers interpret subjective
compliance decisions can have a signifi-

cant impact on portfolio performance.
For example, most investor guidelines allow a servicer, under delegated
authority, to postpone a foreclosure sale
date if the borrower is engaging in an
“active workout” of the delinquent loan.
But what constitutes the definition of an
“active workout,” including any exceptions that need to be noted for a waiver,
is critical in determining whether the
foreclosure sale date postponement will
be considered.
In several states, a foreclosure sale
date can only be postponed if the entire foreclosure process is stopped and
subsequently restarted. Such a move
not only is costly, but also results in
prolonged foreclosure timelines. Analytics based on the data mined from a
servicing portfolio can assist servicers
in making such important and consequential decisions.

Data collected from process compliance procedures during default servicing provide crucial information on
the true costs of default servicing. The
actual asset risk profile of the servicing
portfolio can be determined by applying
analytics to the data. This data can help
ascertain the key components for establishing accurate loan pricing on new
originations as well as provide a basis
for evaluating the threshold accuracy of
traditional underwriting criteria, such
as loan-to-value (LTV) and debt ratios.

Origination and servicing loan data can
be combined to validate and shape loan
underwriting rules and guidelines.
Technology has enabled servicers
to meticulously track their processes
and documents, which has yielded invaluable data on loans and loan performance during a very turbulent time for
servicers. This information has provided servicers with insights to delinquent
borrower behavior and helped them
fashion home retention and foreclosure
timeline procedures and strategies. ❖
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Ravi Ramanathan is president and CEO of DecisionReady Solutions of
Irvine, California. The company builds solutions that assist servicers,
investors, and regulators through process-based compliance.
DecisonReady’s technology helps restore general market confidence in
servicing processes and process conformance of delinquent assets. Ravi
can be reached at Ravi@DecisionReadySolutions.com.
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A World of

Opportunity
W

ith every crisis comes a potential opportunity. The 2008 financial crisis caused
professionals and many businesses in all industries to rethink the way they were doing
business across the board. Anytime that kind of shakedown occurs, changes are needed
to get back on track by boosting efficiency and restoring profitability. This has been especially
true of the mortgage industry. With the demand for change in the industry over the past three
years came the motivation to create and adopt new technology such as software as a service
(SaaS) to enhance business operations.
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With the demand for change in this industry over the past three years came
the motivation to create and adopt new technology.

By Sanjeev Malaney

Historically in the absence of solutions
that addressed not only the targeted
mortgage application needs but also the
high security and scalability requirements
of organizations, it was easier for a
mortgage company’s IT department
to create, run and maintain platforms
internally. For many of these companies, a
quick fix from the technology department
was the safe bet, but not necessarily the
best in the long term.
Advanced Tech

However, in recent years, there has been
a demand for more advanced technology that facilitates transparency, better
communication and process automation
across all sectors in the mortgage industry. The result has been the creation of
end-to-end Web-based systems, movement in mobile innovations and platforms
that control workflow at the touch of a
button. As technology vendors further
increased the security and scalability features of their SaaS solutions, larger lenders took notice. Although some lenders

“

form to their standards in the end. Eighty
percent of all IT projects fail due to the
uncertainty of the end result. SaaS guarantees a return on investment (ROI) by
reducing technology maintenance costs,
decreasing loan turnaround times and improving efficiency across organizations.
Use The Cloud

What you can do above and beyond in the
cloud:
SaaS creates possibilities that are only
achievable in the cloud. At this point you
may ask, “What can I do in the cloud
that I cannot do in my own data center?”
With SaaS, staff and strategic partners
can now collaborate seamlessly across
organizational boundaries. Networking
clients and partners together through the
cloud in a secure way is now a reality
with a neutral party acting as the network.
Lenders are constantly communicating
with third-party title insurance agents,
investors and accounting departments
and continually exchanging loan
documents through email and snail-mail.

In recent years, there has been a demand
for more advanced technology that facilitates
transparency, better communication and
process automation.

“

did implement SaaS prior to it becoming
mainstream, those that are now adopting,
have the advantage of more advanced offerings- thus gaining more process efficiencies required to be competitive. And,
with the constant technology cycle of innovation, now is the time for those early
adopters to revisit SaaS and recognize the
benefits delivered by vendors today.
For those that have yet to adopt SaaS
technology and are toying with the idea
of in-house development, it would be
wiser to work with a cloud-based solution
provider. Even by starting with packaged
applications and building and integrating
them into an internal system, the company
risks investing significant time and money
in developing a solution that may not per45
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But with the right SaaS application,
the information is housed in the cloud
and all loan transaction participants can
work on documents in real-time without
organizational constraints. The cloud
enables collaboration as if your partner is
part of your enterprise.
More ROI

There are additional benefits of a hosted
cloud-based system not commonly
considered. As mortgage companies
are adopting more advanced and mobile
technologies, those using SaaS systems
gain the agility to easily create new
mortgage products, enhance business
efficiency and differentiate themselves
with superior and responsive customer

service. Cloud-based solutions also
help companies alleviate the significant
compliance headaches. With building
a technology system internally comes
the heavy responsibility to adhere to
industry and government regulations and
requirements. With a hosted system, the
service provider is responsible for meeting
guidelines thus alleviating the compliance
burden. Lenders should thoroughly vet
service providers to ensure all necessary
data security and other compliance
certifications are in adherence.
Although software can be purchased
that is deemed compliant and allows lenders
to run compliance checks themselves, they
run the risk of overlooking additional data
center operating issues and underlying
subsystems (operating systems, databases
software, etc.) compliance issues.
Lenders should rely on a vendor who can
ensure systems, subsystems and operating
procedures meet compliance needs. But
many companies are missing out on this
level of innovation because they are hung
up on old ideologies that discourage them
from adopting SaaS.
Misperceptions

Myths preventing SaaS adoption:
There are several misconceptions
surrounding SaaS, including that the
platform is less secure than housing data
internally. This simply is not the case.
There are many challenges to housing
a system internally, such as making
sure that you have strict procedures
on how you manage the development,
deployment and operation of the
software, taking full responsibility for
maintaining data, physical and network
security, choosing the right data center
and ensuring regular audits.
Lenders housing their own internal
systems must also cope with a growing
variety of outdated legacy systems
that may not have up-to-date security
standards. These older systems are more
susceptible to hacking than companies
with modern technology and heighted
security measures. IT departments are
often required by budget and talent

constraints to maintain older systems
even though it is clear performance, key
features, security and compliance may
be lacking, while modern SaaS systems
make certain that a lender’s underlying
system are current with security patches
to ensure data protection, security and
compliance.
With security as a top concern, SaaS
providers’ standards and methods for
protecting valuable data are transparent
and can be easily evaluated and
scrutinized. It is essential for mortgage
companies to ensure standards of a
SaaS provider are higher than what they
are able to sustain internally, therefore
justifying the partnership. SaaS users
should look to verify that vendors are
compliant and choose those who hold
SAS70, SAASE 16 and OTC audit
certifications among others.
Yes, It Scales

A second myth is that SaaS is not scalable.
Hosted technology solutions are dynamic
and can typically be customized to meet
any business’ needs. Clearly, smaller
organizations do not have the same needs
as a top tier lender but SaaS technology
can be easily adjusted to handle fluctuating
volumes and can be modified much faster
than internal systems. Typically, if a lender
drastically increases or decreases volume
and outgrows its current technology,
significant time and money needs to be
dedicated to a system conversion. With
a hosted platform, the lender instead
can easily request its provider to control
capacity levels and features in order to
meet the growing demands. Unlike your
single organization, the vendor you are
working with is building the technology
needed to accommodate a wide-range of
mortgage companies’ needs consequently
designing highly customizable, scalable
systems.
Cost To Own

The final SaaS myth is that cost of ownership is greater than traditional solutions. Adopting SaaS technology enables users to forego costs associated
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with building and maintaining their own
system. Trying to reinvent the wheel is
unnecessary and quickly becomes costly. Lenders must rethink the decisions
made in terms of their IT investments.
The lender is also able to rely on the
expertise of its provider to quickly and
accurately make these changes instead
of pouring the capital into maintaining an in-house IT department. SaaS
solutions cover the range of IT and operations resources that go beyond the
simple provisioning of software and let
lenders reduce cost and expertise needs
for data center operations, subsystem
maintenance and the like. Therefore it
is a wise decision to put your resources
into readily available, extremely robust
SaaS technologies to enable your company to focus on the core competencies
that directly impact revenue.
SaaS is not just about ROI, but also
mitigating the likelihood of failure. SaaS
gives users the ability to try it out without a massive up-front investment with
minimal risk. SaaS also delivers peace
of mind, keeping users from constantly
wondering if in 12-18 months the company will experience a successful roll
out or be dealing with a failed attempt.
With a hosted platform, you can make
the changes as you go and continually
improve the system.
The reality is that security is actually enhanced when operating in the
cloud, technology models can be more
easily tailored to a mortgage company’s
changing size and unique needs and the
total cost of ownership is reduced. And,
a growing number of successful lenders
are leveraging SaaS technology to gain
strategic advantages while others are

stuck using their own internal systems or
falsely believing the myths. As the outlook for 2012 remains unclear, mortgage
companies should be prepared to manage
an ever-changing regulatory landscape
adapt to any changes that come their
way. Correctly chosen SaaS solutions
give lenders the tools to be agile in responding to marketplace needs, whether
they are technical, capacity, compliance
or feature driven. ❖
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