Future Trends
Data is in the Eye of the Beholder
Let’s paraphrase an age-old saying and draw some corollaries to the
perception of data in the mortgage industry.

By Roger Gudobba

O

ne deﬁnition of “Beauty is in the eye
of the beholder” is that it means each
person has their own opinion about
what or who is beautiful. It is not intrinsic to
that person or thing, but is determined by the
person who views it. It also implies that ‘to
each its own.’ Many of you know that data has
been my major focus for some time.
The deﬁnition of good data differs from one
organization to another and, more importantly,
is based on how the data is going to be used.
Generally, the more sophisticated the use, the
higher the required quality of data. It’s not the
data per se; but rather what it represents and
what you can do with it. “Data are of high quality if they are ﬁt for their intended uses in operations, decision making and planning.” (J. M.
Juran) Like beauty, everyone has an opinion or
perception of what data is and how it impacts
their business.

Problems with data
quality don’t only arise
from incorrect data.
Inconsistent data is a
problem as well.
The Importance of Data Quality. The Data
Warehouse Institute estimates that poor data
quality costs U.S. businesses $600 billion dollars annually. That was back in 2002. What
do you think that number would be today?
Though that sum is spread across all businesses, the number is astounding. It tells us that
data quality is critical to all businesses. The
mortgage industry is no exception. In the recently released results of its investigation into
the mortgage meltdown, virtually all of the 14
items identiﬁed by the Financial Crisis Inquiry
Commission as being probable causes of the

crisis boiled down to poor data quality. Ted
Friedman, Research VP at the Gartner Group
stated, “If you look at any business function in
your company, you’re going to ﬁnd some direct
cost there attributed to poor data quality.” The
quality of information serves as the cornerstone
of virtually every critical business process.
For example: In 2002, the United States
Postal Service and PricewaterhouseCoopers
released a report stating that 23.6 percent of
all U.S. mail sent is incorrectly addressed.
According to the USPS, every year there are
over 47 million change-of-addresses ﬁled by
individuals, families and businesses, as well as
the creation of almost 2 million new addresses.
Add in the keystroke errors and omissions in
new addresses collected on a daily basis, and
it’s easy to see how your address data deteriorates quickly over time.
It’s a digital world after all. A recent article
in USA Today stated that “David Williams, Inspector General at the USPS, the chief watchdog of an enterprise that loses $ 15.9 billion a
year, that in addition to the traditional function
of rooting out waste, fraud and abuse, his ofﬁce
has been churning out a series of ideas about
what the mail might look like in the next decade
or two. For example, What if the Postal Service
completely revamped the street-city-state-zip
address into an all numeric zip code format?”
Some day you might mail it to David Williams
at 35602.1092.4393. In addition, more than 45
million Americans move every year and 15%
leave no forwarding address. The Postal Service has become so strapped for cash that it has
been slow to modernize. David Williams realized the biggest threat to the Postal Service was
that technology had overtaken it.
Key Steps to Data Quality. Mike Healy,
senior vice president of European operations
at Innovative Systems Inc., recently stated
achieving a high quality of data can be broken
down into four key steps:
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1.

Set accuracy deﬁnitions relevant to business
use.
2. Set thresholds for each of these deﬁnitions
based upon ﬁnancial justiﬁcation.
3. Measure your data quality levels - external
audits need to be performed against the deﬁnitions and thresholds.
4. Produce an information management plan to
include audits/periodic maintenance and data
enhancement.
Increasing the Value of Information. These are
some comments from David Proctor, senior director
of product development at Experian Decision Analytics in his article in Mortgage Banking Magazine,
December 2012.
“For the past several decades, great effort has been
spent to ﬁnd ways to accurately assess the true value
of information. Each information source ultimately
serves the same purpose: to make better decisions.
Knowing how to make informed decisions from
available data is what gives a company edge. Real
value is not in the information per se; it is the soundness of the conclusions reached and decisions made.
Having information is ﬁne, but knowing what to do
with it is inﬁnitely more valuable. The value of information has (for the most part) increased, yet so too
has its volume.”
The Acceptance of MISMO in setting Data Standards. Chief Executive Ofﬁcer Charles E. Haldeman, Jr. made the following statement in response

to the Federal Housing Finance Agency’s (FHFA)
announcement of the Uniform Mortgage Data Program:

If you look at any business
function in your company,
you’re going to find some
direct cost there attributed
to poor data quality.
“We applaud FHFA on this important effort to
improve appraisal and loan data quality. The importance of data quality to the mortgage market’s
long-term success makes this the right call at the
right time. The additional loan and appraisal data requirements, standard data deﬁnitions, and a common
framework for capturing these new data sets will
support the mortgage industry’s efforts to manage
risk, reduce costs, and respond more efﬁciently to
market changes. We look forward to working closely
with FHFA and Fannie Mae on this important effort
to improve appraisal and loan data quality and help
make homeownership opportunities more sustainable through various market cycles. We will keep our
customers well informed of our progress to ensure
that they have sufﬁcient time to adapt to the new data
standards.” ❖
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