2013 Mortgage Industry Shifts
“In the business world, the rearview mirror
is always clearer than the windshield,”
said Warren Buffett.
By Paul Anastos

U

ndeniably, in present day markets the customer is the
economy. Economists have reported that consumer
spending accounts for 70% of our nation’s GDP. Moreover,
many previous studies of the U.S. economy demonstrate
an undeniable linkage between housing values and consumer spending. The degree to which Americans believe
homes are stable and growing depositories of wealth is
determined by job security, which also directly correlates
to the amount of consumer spending. Therefore, “happy
homeowners’ are ‘happy consumers,” and they continue to
impact the strength of the U.S. economy, and vice versa.

The mortgage industry, like many
others, depends on consumer confidence to thrive. Over the past four-plus
years, our economy has endured the
pain of consumers who felt uncertain
about their jobs, incomes, and wealth.
The reasons for this “crisis of confidence” were the direct and indirect
impacts of the housing crash. There
was a loss of trust in homeownership
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as the foundation for our American
Dream of financial security.
But this article is about 2013 – the
future - not the past.
The two tenets that have been welllearned in our industry are: 1) We can
never fail to put the customer’s best
interest first among our priorities; and
2) Businesses must exhibit a comprehensive commitment to quality lending standards. When we accomplish
these two objectives, we serve the
customer, all mortgage and housing
markets stakeholders, as well as the

broader interests of society. By putting these principles into practice, day
in and day out, we acknowledge that
the “customer is the economy” and
we build trust in homeownership as
the foundation.
We do not expect radical change
in the mortgage industry in 2013, but
rather a continuation of shifts that
have already begun to develop.
Below are the shifts that we believe
will accelerate in the mortgage industry in 2013.
Shift from
Macro to Micro
An overall focus in the industry will
begin to shift from macro issues, such
as regulatory reform, secondary-market structure, and foreclosure activity
to more micro-level issues, such as
customer education and development,
internal productivity, efficiency, quality control, and local market conditions.
We could also look at this shift as a
change of focus from external drivers
to internal drivers. Mortgage lenders must continue to develop internal
corporate capabilities and become
financially stronger and more tolerant
of business cycles. Operational effectiveness in producing quality loans
cannot be sacrificed, regardless of
external conditions. The risks are too
high and the competition too great.
For example one way in which we
are making this shift from macro to
micro and from external to internal is
through the strategic decision to grow
branch offices “deeper rather than
wider.” Our firm has experienced
great success by growing our presence
over time in markets that surround
major urban centers. We are investing resources to strengthen existing
teams, conduct community outreach
and build referral relationships. Yes,
we will open new offices periodically,
but only when the conditions are right
to extend our current model. We
intend to continue this strategic approach, rather than grow through the
opening of small branches scattered
all across the country – a strategy that
could be called “3,000 miles wide and
an inch deep.”

Shift in Origination
Market Share
The dominance of bank mortgage
origination operations will continue
to diminish as consumers move away
from the “bunker mentality” following the housing crash, and recognize
that their best interests may be better
served by regional retail mortgage
bankers, community banks, credit
unions, and brokers. Locally focused
mortgage firms will have a growing
advantage in the years ahead. The
bottom-line - there is room for all
types of participants in the mortgage
origination space. Big banks, smaller
mortgage bankers, and brokers alike
will find their appropriate niche that
best capitalizes on their strengths.
Overall, we expect normalization
in market share rates for the various
types of mortgage providers.
Shift from
Sales to Advice
Originators will move from a sales
culture to an advisor culture. In a sales
culture, the focus has predominately
been to attract refinance customers
through low rates. In an advisor culture, the focus is to develop relationships with prospective homeowners
and complimentary advisors such
as realtors and financial advisors. In
2013, low rates may continue to be
prevalent for some time, but the strategic originator will always maintain
the perspective of an advisor with customers in order to deliver the best possible service. By listening to the needs
of the customer, they can provide the
right solutions. This guiding principle
is not new, but it becomes increasingly important as market conditions
change.
The demographic shifts occurring in our society today necessitate
this approach. The aging of America
is leading to the need for far more
sophisticated decision-making by
consumers. They must now balance
housing security in an accessible,
care-friendly design for varying levels
of multi-generational co-habitation
with financial realities. Additionally,
as mortgage interest rates rise, this
will place home purchases, in general,
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and first-time home purchases, in particular, at the top of the target list for
originators. Purchase borrowers and
first-time borrowers require more time
and a more consultative approach to
origination than do refinance borrowers.
The mortgage industry in 2013
will be defined more by shifts
in focus than global change. But
sometimes shifts in focus can be
more difficult to navigate than
macro changes that occur for all
participants at the same time.
Adjusting to shifting operational

demands, market share realities, and
demographic waves takes finesse. The
firms that manage these shifts successfully will be those that never lose
focus on the fact that in our industry,

and in this country, “the customer is
the economy,” and our first priority
is building and maintaining trust in
homeownership as the path to a better
life and society. ❖
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