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Let’s Get Perspective

Last year one of the big stories was that rates are going up. Why was this 
a big story? Because with rising rates, refinance activity will slow. With 
refinances slowing, that means that lenders will have to work harder to 

get more purchase money in the door. How much harder will lenders have to 
work? That depends.

“Mortgage rates have settled over the last few days in January, as we’re in-be-
tween market-moving events,” said HSH.com vice president Keith Gumbinger. 
“The soft December employment report is behind us; the next Fed meeting, 
where we may or may not get another cut in Treasury and MBS purchases is 
coming up. Investors are watching the incoming data closely for signals that the 
Fed will or won’t make a move, so interest rates are holding fairly steady at the 
moment.”

The Federal Reserve trimmed QE purchases by $10 billion at its December 
meeting, and outgoing Fed Chairman Ben Bernanke left a strong impression that 
the Fed would like to reduce purchases of MBS and Treasuries at a like amount 
over the next seven Fed meetings. However, the Fed has noted that the decision 
to do so is dependent upon whether the economy is performing satisfactorily, 
that the risks to inflation aren’t rising, and perhaps most important, that the pro-
gram is still having the desired impact. With interest rates already well off their 
bottoms, it just may be that the program is no longer generating the economic 
heat that it once was, and there may not be much additional upward impact on 
mortgage rates if the taper continues at a measured pace.

“The Fed’s QE program certainly provided key and needed support for the 
housing markets, fostering sales, firming prices and reducing the number of 
underwater homeowners,” adds Gumbinger. “However, the economy may no 
longer need as much of this unusual support. Aside from refinancing, the hous-
ing market has done fairly well in the last half of 2013, even with mortgage rates 
a full percentage point or more above last May’s lows.”

So, let’s take a deep breath and put things into perspective. Rates are going to 
rise. Refinance activity is going to lessen. Purchase business lenders will be suc-
cessful. All of this is just our current and future reality. What confuses me is why 
this intimidates some lenders. Is it that they forgot how to do purchase loans? Of 
course not, even lenders that were heavy in refinances did some purchase lend-
ing. Doing purchase loans may not be as quick and easy as doing a refinance, 
but quick and easy isn’t going to work anymore. As the old saying goes, slow 
and steady wins the race. 

EDITOR’S NOTES
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Appraisal issues?  With Mercury Network, you can leverage 
the same software used by a fast-growing list of the nation’s 
largest lenders, AMCs,  and leading mortgage technology 
companies.  Our SaaS-based web tools minimize risk, reduce 
operating expenses, and streamline compliance — all 

while increasing appraisal quality and underwriting speed.   
Today, Mercury Network powers over half the nation’s residential 
transactions, with more appraisal deliveries than any other 
platform by far.  If you have appraisal issues, get peace of mind 
with the industry leader.  Call 1-800-434-7260 today.

1-800-434-7260  •  www.MercuryVMP.com
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Recovery Tips

There are apps – as in mortgage applica-
tions – and then there are apps – as in 
application software designed to help 

perform specific tasks. And the real estate space 
abounds in new apps, the latter kind anyway.

The latest newsmaker is Zillow’s Digs, the 
site’s new remodeling estimator. The tool al-
lows users to click through thousands of images 
of remodeled spaces and then provides a ball-
park estimate of what it would cost to reproduce 
the project in their own homes. The photos are 
taken from the 110-million homes in Zillow’s 
vast database, while the estimates are generated 
by contractors and designers.

Outfits like the seven-year-old Zillow, which 
has three other popular online tools, including 
one that focuses on the mortgage market, get all 
the buzz because of their sheer size. But there 
are many others that, though just as useful, 
never get any “ink”

Here’s a few that haven’t received much pub-
licity but may prove to be handy. Many were 
previewed at the recent Real Estate Connect 

conference in New York:
>> Hubzu – This online residential market-

place makes it easy for consumers, investors 
and brokers to buy and sell houses. From start 
to finish – that is, from searching and bidding to 
financing and closing – the app provides a to-
tally online experience. Hubzu, from Altisource 
Portfolio Solutions in Atlanta, isn’t entirely 
new, having replaced the firm’s GoHoming 
platform more than a year ago.

>> Clipix – The brainchild of New Jersey’s 
own Oded Berkowitz, a former Wall Street 
exec, this free online tool allows shoppers to 
bookmark any link they find on the web to cre-
ate a single destination for the short list of prop-
erties to their liking. The list can be viewed, 
edited and shared at any time, plus you can ask 
for price drop alerts to monitor price reductions. 
Beyond saving web links, Clipix can upload 
any document, creating a complete paperless 
real estate organizer.

>> HomeZada – This tool is a Daytimer for 
the home, tying together everything needed to 
manage the property. The flexible system runs 
from basic to complete, including an inven-
tory of all your possessions, plans for home 
improvement projects, various home-centric 
spending categories, checklists for home main-
tenance and news and alerts. If you have more 
than one property, HomeZada can manage them 
all.

>> REESIO – With this app, there should be 
no more piles of paperwork. REESIO takes the 

pain out of the real estate transaction by sim-
plifying the experience every step of the way. 
You can upload and save all documents, e-sign 
those which require a signature, and remind 
participants of what needs to be done next. The 
tool also allows agents to schedule showings 
and transmit offers for the seller’s approval or 
rejection.

>> Contactuality – This tool automatically 
and tactically manage the users’ contacts by 

‘Dig’ These New Apps
The world of mobile apps keeps getting bigger and 
bigger. Here are a few real estate apps that you might 
want to check out:

By Lew Sichelman

Billed as the “new way” to hunt for real estate, this 
patent-pending, “next generation” search engine allows 
investors and others to seek properties based on their 
highest return rates.
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promoting actions that help you remain relevant and 
top-of-mind. It will tell you who’s most important on 
your list of previous contacts and those you haven’t 

contacted in a specific amount of time. The system 
will prompt you when to reconnect and, using such 
clues as social updates and recent conversations, 

when it matters most to reach out.
>> BlockAvenue – Moving? Search neighbor-

hoods, block by block, to find out what it’s really 
like to live there. Data will include amenities, win-
ing and dining, schools, transit and crime. Using this 
neighborhood platform, you also can communicate 
directly with folks who already live in the area for 
their assessments, good or bad.

>> Sensopia – No longer the purview of just 
crime scene investigators and archeologists, this 
app measures and draws floor plans. Simply snap 
a shot of the corners of each room and MagicPlan 
measures walls and doors, identifies the shape of the 
room and draws a plan for each one. Then you can 
assembles rooms with your fingers and even add in 
some furniture for placement purposes.

>> Revestor – Billed as the “new way” to hunt 
for real estate, this patent-pending, “next genera-
tion” search engine allows investors and others to 
seek properties based on their highest return rates. 
Enter the location, price range and how you want to 
search, by either capitalization rate or cash flow. 

Outfits like the seven-year-
old Zillow, which has three 
other popular online tools, 
including one that focuses 
on the mortgage market, 
get all the buzz because of 
their sheer size.

Lew Sichelman has been covering the housing and mortgage markets for more years then he cares to 
remember, starting as real estate editor at the long defunct Washington Daily News and Washington Star 
newspapers and finishing with a three-decade stint with National Mortgage News. His weekly column, The 
Housing Scene, is syndicated to newspapers throughout the country.

A NEW Way to Get News & Analysis 
To Grow Your Business

Get your free subscription at progressinlending.com/signup
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One Place
Consumers and regulators alike 
are demanding more transparency 
into financial transactions. As a 
single portal for documents across 
products, the Inbox provides a 
more personalized approach to 
your consumer interactions.

One Relationship
You need to build trust with 
consumers. The Inbox can be 
branded and integrated with your 
existing web portal, providing a 
seamless experience for 
consumers. It’s your brand they 
see and learn to trust.

One Solution
You don't need to develop separate 
solutions to support the array of devices 
your customers use. The Inbox works 
with your existing infrastructure and 
gives your consumers a modern web and 
mobile experience they can access from 
their computer, tablet, or SmartPhone. 

For more information visit www.elynx.com or call 800.466.5969
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20% Performance
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Customers receive and return documents 
instantly, reducing the loan cycle by four 
or more days and improving quality.

75% Cost Savings
Electronic document exchange eliminates 
paper, handling, and postage costs, while 
providing a complete record.

100% Compliance
A hands-off print and mail feature reduces 
risk and ensures that customers always 
receive the document.

Get more than just eSignatures
Get results

Expedite Inbox



Your Voice

Over the past several years, a small 
army of self-proclaimed marketing 
experts flooded the Internet with an 

infinite amount of tips on how companies can 
secure golden results via social media market-
ing. But looking back on this endless stream of 
social media marketing suggestions, it is hard 
not to notice a surplus of advice but a deficit 
of results.

If you don’t believe me, let me ask you: 
how many sales can you directly attribute to 
Facebook, Twitter and the other social media 
sites? If you try to count the number on your 
hands and still wind up with 10 fingers, don’t 
feel bad – you’re not alone, and it is not really 
your fault.

Part of the problem is that social media was 
never intended as a B2B marketing vehicle. 
Systems and set-ups designed to entertain a 
select number of college dorm denizens some-
how morphed into digital monsters that took 
over the communications world, with nary a 
consideration on how a corporate chief market-
ing officer could monetize the experience. And 
another part of the problem is that social media 
is game where the rules seem to change every 
few days. Websites that once reigned supreme 
are now entombed in oblivion under layers of 
digital dust, while new sites with peculiar pro-
tocol – most notably, Vine with its six-second 
video presentation – emerge with the speed and 
irritation of a skin rash.

Anyone in charge of marketing could easily 
spend their entire workday and most of their 
free time posting, following, tweeting, liking 
and monitoring the multitude of social media 
sites. And those with a propensity for soul-
crushing self-doubt could easily spend hours 
pondering whether it is a mistake to ignore 
Flickr in lieu of Tumblr or to bypass Google+ 
in favor of Reddit. Indeed, many marketers 
find themselves running faster and faster out 
of fear of permanently falling behind their 

competitors.
While tools exist to measure hits and clicks 

and web traffic on social media sites, the abil-
ity to justify a meaty ROI via social media 
marketing still remains elusive. One problem 
might be that hype has overtaken reality in 

regard to this sector. For example, many mar-
keting experts can bloviate endlessly on the 
importance of Twitter as a B2B tool. Yet a 2012 
study by the Pew Internet and American Life 
Project found only 15% of Americans ever use 
Twitter, while only 8% use it on a daily basis. 
Thus, one needs to question whether the ex-
cessive amount of focus on Twitter is justified 
when the overwhelming majority of Americans 
never bother to look at the site, let alone use it.

For the real estate finance world, this issue 
becomes thorny due to ominous projections of 
a lethal drop in home loan originations for this 
year. The obvious response to this dilemma, 
according to the marketing gurus, would be 
a more aggressive approach to the potential 
demographics lurking on social media sites. 
But, at the end of the day, how many Facebook 
postings will it take to drive up sales volume 

Is Social Media Marketing a 
Waste of Time?
How many sales can you directly attribute to Facebook, Twitter 
and the other social media sites?

By Phil Hall

Anyone in charge of 
marketing could easily 
spend their entire workday 
and most of their free 
time posting, following, 
tweeting, liking and 
monitoring the multitude 
of social media sites.
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LoanQuoter® delivers innovative web portal solutions to meet today’s “tech 
savvy” borrower expectations.  This dynamic solution provides customized 
product selection with mortgage and consumer applications along with a 
secure consumer portal for the delivery of two-way documentation.   

RemoteDocs® delivering critical lending information where and when you 
need it with full audit trails. Not only can the use of Data-Vision’s RemoteDocs 
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to the point where a company can stay profitable in 
this challenging environment?

My two-cent deposit: I believe that social media 
marketing serves some purpose for the real estate 
finance world – and, in many cases, for other seg-
ments of the B2B sphere. But it should not be a ma-
jor aspect of the sales and marketing strategy, and it 
would be wrong to place too much emphasis on the 
power of Facebook, Twitter, LinkedIn, Pinterest, 
Stumbleupon and the rest of those sites.

Instead, I firmly believe that the real power in 
today’s marketing is not online, but in the people 
who are tasked to reinforce the bottom line. In 
today’s economy, the primary focus should be on 
assembling a team of professionals that take their 
work seriously and are able to deliver results that 
are above and beyond their requirements.

Companies do not stumble and fail because of 

wobbly and inadequate marketing. They meet their 
fate because of wobbly and inadequate people that 
do not handle their tasks with competence. And 
those individuals can only stay in a job if they 
work for managers and employers that make lame 
excuses for their bumbling and delude themselves 
into believing that subpar work is acceptable.

I am not suggesting that social media market-
ing should be ignored. My main concern is that 
no amount of intensive promotional messaging 
can possibly compensate for the damage that will 
be done by employing dum-dums. The companies 
that will emerge at the end of this year with healthy 
returns will be those that appreciate the value of 
high-quality people. 

Remember, folks, the secret to winning is not 
what you have online, but who you have on your 
staff.  

Phil Hall has been (among other things) a United Nations-based radio journalist, the president of a public 
relations and marketing agency, a financial magazine editor, the author of six books and a horror movie 
actor. Also, as you will discover, he is not shy about stating his views.
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ce While tools exist to measure hits and clicks and web 
traffic on social media sites, the ability to justify a meaty 

ROI via social media marketing still remains elusive.

The Lender’s Digital Marketplace. 
The industry’s first Solution Selection Engine. This offering 
was designed to revolutionize how lenders find the right 

technology solutions to get maximum return on investment. 
LendersDigitalMarketplace.com
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MARKET PULSE

Looking Back A Bit

We can all agree that 2013 will go down in the record books as an interesting year. With so many memorable mo-
ments on social networks in 2013, you may have a hard time remembering them all.

Fortunately, the following infographic by Infographic Promotion captured many of them for you. Here’s a look 
at the major events in social media in 2013.
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MARKET PULSE
The year started with big news:
• Vine, a social network dedicated solely to looping 

six-second videos, was launched.
• Facebook announced its Graph Search, so us-

ers could search Facebook for specific questions, 
people, places, photos, and interests.

• Google+ became the No. 2 social network site (in 
active users).

In February, 38% of Super Bowl ads had hashtags, up 
from the previous year’s 31%. Also, the original Harlem 
Shake resulted in more than 1.7 million other Harlem 
Shake videos being posted on YouTube.

Why is all of this important to you? Because it should 
show that this technology has gone mainstream. Everyone 
is social online these days. So, why not get that trend to 
pay off for your business? In the B2B world Facebook 
may not be the best outlet but Twitter and LinkedIn are 
very widely accepted and used in the B2B sector.

And if you still doubt the coming of age of social media, 

just look back at some of the high points last. Why is it 
important to do this? Because if you see what happened 
last year you’ll realize that you yourself know about a few 
of these events, and if you know about them that means 
that social media’s influence is growing and your peers 
probably are catching on, too.

Here are some highlights from last year’s posts on social 
networks. I bet a few will be very familiar. Check out the 
following infographic: 

Tomorrow’s Mortgage Executive17
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to closing loans... 

collaboration
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customers will thank you for helping them  
take the work out of paperwork.



Process Improvement

Let me tell you a story. I’m a married man 
with two sons. If you read this column 
regularly, you might feel like you know 

my family because I talk about them often. Guess 
what, I have another family story to share with 
you.

Right now we have a little Yorkshire Terrier. 
He’s little in stature and big in personality. He 
rules over the house demanding everything from 
food, to teats, to regular belly rubs. My wife and 
my youngest son have decided that having one 
dog isn’t enough. Being that I’m the one that is 
saddled with doing most of the work associated 
with the dog we have, I wasn’t easily swayed. I 
had to be convinced.

However, in the end, I caved to popular demand. 
As of this writing, the dog is on the way. He’s an 
11-week old Maltese. I have to confess, he’s pretty 
cute. Now I’m prepping the house and getting as 
much sleep as possible in preparation for the new 
edition. Why am I telling you this story? Getting a 
new dog, especially a puppy, is a big transition. At 
first I wasn’t open to the idea, but after seeing how 
much my family wanted this puppy, I’m now very 
excited to welcome him to the family. 

Looking back, I wasn’t too happy to get our 
current dog. I thought to myself, this is going to be 
an added burden. Now, I can’t imagine the house 
without him. I know this new dog will bring just 
as much joy. I think lenders often feel the same 
way about leaving behind paper processes in fa-
vor of automation. They see the paper processes 
as comfortable and the new technology needed to 
eliminate them as a burden. In the end, though, 
once you get that new technology you find that it 
brings huge benefits.

“Automation in general is going to create the 
opportunity to do more,” said Brian D. Lynch, 
the founder and president of Irvine, Calif. -based 
Advantage Systems. “In our world, which is the 
accounting world, if people are bogged down do-
ing transactions just to get month-end work done, 
they really don’t have the time to analyze those 
transactions. With the automation capability in 

our system we’re importing transactions and we 
relieve the burden from people. People shouldn’t 
have to go through each file. In the end, automa-
tion gives them a chance to do more in terms of 
analyzing the data, looking at profitability by loan, 
by loan type, by loan officer. It just opens the door 
to do a lot more.”

Advantage Systems is a provider of accounting 
and contract management tools for the mortgage 
banking and real estate development industries. In 
this position Lynch is responsible for managing 
the company’s day-to-day operations, and guid-
ing the company’s strategic direction. Lynch has 
more than 30 years of experience in the account-
ing industry. 

Prior to founding Advantage Systems, he 
worked as an auditor for Arthur Young & Co., an 
international public accounting firm, and as a se-
nior internal auditor with SmithKline Beckman, a 
multi-national pharmaceutical firm. After joining 
a consulting firm that provides computer software 
and hardware solutions, Lynch became involved 
with the CONTRACK software package to handle 
project management and accounting needs of 
real estate developers. Lynch formed Advantage 
Systems in 1986 to market CONTRACK. The 
solution was tailored in 1991 to meet the loan-
level accounting needs of the mortgage banking 
industry, thus creating Accounting for Mortgage 
Bankers (AMB).

“If you have a systematic and automated ap-
proach then you have a degree of consistency that 
you can rely on,” Lynch argues. “I think as a busi-
ness manager, having the competence that those 
areas are taken care of is a huge relief, then you 
have a lot more confidence in the system. On the 
cost side, again for the accounting world that I live 
in, without automation you’d be looking at much 
increased audit costs. The cost it takes to audit 
with the labor-intensive approach where you’re 
using a spreadsheet is much greater than if you 
had a systematic approach.”

“When I think about automation, I think about 
the obvious pick up and efficiency and compliance 

You Have To Just Do It
I know that most lenders are reluctant to embrace new ideas 
and concepts, but some times you just have no choice.

By Tony Garritano
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Flexibility That Drives Lending

Envision a technology partner that can deliver an advanced platform for all your unique lending 
needs.  A solution that is so flexible it drives consumer and mortgage lending that goes beyond 
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benefits,” added Sanjeev Malaney, co-founder and 
chief executive officer for Capsilon. “Technology 
standardizes your processes and makes more pre-
dictable output and a more predictable result for 
your business. We speak often to the operational ef-
ficiencies that we can create. But I think in today’s 
market, with more lenders chasing fewer deals, I 
think the opportunity cost is really where they need 
to focus on. If somebody can fund a loan in an hour 
versus two days, you are never going to be able to 
garner any market share.”

Capsilon is a provider of cloud-based document 
sharing, imaging and collaboration solutions for 
businesses. Capsilon’s technology facilitates both 
internal and external collaboration by connecting 
virtual workspaces and enabling transaction par-
ticipants to work together in real-time, reducing the 
time and cost associated with paper and electronic 
alternatives.

In January 2013, Capsilon acquired DocVelocity, 
a document imaging distributor of Capsilon’s 
technology, from Flagstar Bancorp. Following the 
acquisition, the company adopted the DocVelocity 
name for its imaging system. Capsilon has contin-
ued to update DocVelocity to provide increased 
productivity and flexible access for customers. The 
updates offered throughout last year included batch 
delivery of loan packages to investors and service 
providers, improved performance and automatic 
updates for the Desktop App and camera capture for 
the DocVelocity Mobile App. In addition, Capsilon 
now offers users of DocVelocity access to a variety 
of educational classes designed to train them how to 
more successfully manage and process their mort-
gage documents.

Capsilon introduced new Network Delivery 
capabilities that enable DocVelocity users to de-
liver secure and compliant loan packages to leading 
GSEs and financial institutions in December 2013. 
Lenders can deliver a single loan package or a group 

for batch delivery to Chase, Citibank, Flagstar Bank, 
Wells Fargo Bank, Fannie Mae, Freddie Mac and 
the Federal Housing Authority according to their 
prescribed formats and protocols. The company also 
opened new offices in Troy, Mich. and Irvine, Calif. 
to better manage growth.

The reason why good vendors are growing is 
because they are introducing new forms of automa-
tion that lenders are adopting with huge success. For 
example, lenders are finding huge ROI associated 
with mobile computing, says Brad Durrer, mortgage 
operations manager at Wipro Gallagher Solutions, 
which provides end-to-end lending solutions to fi-
nancial institutions.

“We find more and more mobility access is pay-
ing off for lenders. We’re working that into secure 
connections within the loan origination process,” re-
ported Durrer. “Providing our customers the ability 
to have mobility solutions that they can funnel out 
either through their loan officers, or through to their 
customers in general is one area where we’re finding 
automation is an advantage for our customers today.

“Lenders need consistency across the entire value 
chain, whether that’s with buys backs and second-
ary marketing or whether it’s just in your operations. 
You just have to automate.”

And if lenders don’t automate, they’re losing out 
during a time in the history of the mortgage business 
where you just can’t afford to lose out.

“If lenders choose not to automate, they’re losing 
out on the efficiency,” noted Walt Thomasson, the 
managing director of College Station, Texas-based 
Rentsys Recovery Services. “Lenders are limited in 
resources, so the more efficient that you can become 
using technology and software to automate these 
processes, the company just becomes better.”

Rentsys Recovery Services is a provider of a pro-
vider of disaster recovery services for banks, credit 
unions, mortgage lenders and other organizations. In 
his position, Thomasson is responsible for providing 
the strategic direction of the company. Thomasson 
has more than 21 years of experience in the informa-
tion technology industry, and founded the company 
in 1995 to offer organizations with a complete range 
of disaster recovery solutions.

“You need to take a step back and really think about 
your process,” concluded Thomasson. “Leadership 
really has to step up and let the experts that are there 
run through their processes and training to look for 
improvement. If you don’t have that culture in place, 
you probably don’t’ have the tools in place to handle 
the problems that will undoubtedly arise.” 
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In the end, automation gives 
lenders a chance to do more 
in terms of analyzing the 
data, looking at profitability 
by loan, by loan type, by 
loan officer.

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

Organizations are facing a multitude of 
challenges forcing them into making 
more decisions, and faster, every day. 

The ability to recognize complex situations and 
resolve them is a critical skill. The best deci-
sion makers accept the challenge and face it 
head on rather than avoid it. Most of us believe 
we are capable and impartial decision makers. 
Unfortunately, the research indicates otherwise. 

In ‘The Design of Business’, Roger Martin 
offers a compelling and provocative answer: we 
rely far too exclusively on analytical thinking, 
which merely refines current knowledge, pro-
ducing small improvements to the status quo. 
To innovate and win, companies need design 
thinking. Roger Martin unveils a new way of 
thinking that balances the exploration of current 
knowledge (innovation) with the exploitation 
of current knowledge (efficiency) to regularly 
generate breakthroughs and create value for 
companies. 

The Four Stages of Design Thinking: In 
‘Designing for Growth’, Jeanne Liedtka and 
Tim Oglivielaid out a simple process for using 
Design Thinking. Whether your focus is growth, 
redesigning internal processes, launching new 
products or expanding into new markets, the ba-
sic methodology remains the same. The design 
thinking process examines four basic questions, 
which correspond to the four stages of Design 
Thinking. What is? Explores the current reality. 
What if? Envisions multiple options for a new 

and better future. What wows? Makes some 
choices about where to focus first and What 
works? Moves into the real world to interact 
with actual users through experiences.

Five Contributions Design Thinking has 
made to business. In the Fall, 2013 issue of 
Rotman Magazine, Jeanne Liedtka listed the 
following.
1. The Power of Re-framing: Design Thinking 

helps us ask better, deeper questions that ex-
pand the boundaries of the search itself. One 
of the most serious challenges we fac in our 
quest for innovation is our own impatience, 
which makes us rush to solve instead of tak-
ing the time to understand. Spending time at 
the front end of the process to explore the 
question and it’s context can pay big divi-
dends in producing more effective solutions.

2. Collaboration. How many of us have 
been trapped in seemingly endless debates 
between ‘quant jocks’ and ‘intuitives’ or 
between those advocating the ‘customer 
case’ versus those insisting on the ‘business 
case’? Design thinking refuses to get caught 
up in debates and either/or thinking. Instead, 
it insists that we develop shared insights and 
ambitions before generating ideas, and that 
we use data from experiments (rather than 
theoritcal debates) to determine the most ef-
fective course of action.

3. Curation. Design thinking helps us to drill 
down to the essence of an issue and see what 
really matters. This is an increasingly im-
portant role in today’s environment. Wired 
magazine has announced that we have en-
tered the “age of curation,” where we are 
“surrounded by too much music, too much 
software, too many websites, too many 
feeds,too many people, too many of their 
opinions and so on...” The problem: research 
demonstrates that too much information 
actually degrades the quality if our deci-
sions. But it is unlikely that this information 

Change The Way You Think 
How can you innovate? You open new paths to innovation by 
changing the way you think.

By Roger Gudobba

The vast majority of the 
value created today comes 
from not applying analytical 
techniques to choose from 
existing options, but from 
creating options that do not 
yet exist. - Roger Martin
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bombardment is going to let up. We predict that 
the future will place even more value on the abil-
ity of the design process to cut through complex-
ity to find nuggets of wisdom.

4. Comfort with Emphasis. Design is comfortable 
with ‘emptiness’ - with leaving space in the emer-
gence of a solution so that many can contribute 
to it. Managers are often taught the importance 
of finishing something, making it complete; but 
artists and philosophers know better. “To finish a 
work?” Picasso said; “What nonsense! To finish 
it means to be through with it, to kill it, to rid it 
of its soul.” In organizations, employees want to 
be pa of works in progress, too, to feel the sense 
of discovery as it unfolds. Design thinking builds 
these possibilities into every step of the process.

5. Speed. The final contribution is an outcome of 
the previous three: when you combine the en-
gagement and alinement that design’s affinity for 
collaboration and emptiness makes possible with 
skilled curation, you get another invaluable asset 
for any organization trying to move innovative 
ideas through bureaucracies: speed. Design’s abil-
ity to deliver engagement, alignment nd curation 
greatly enhances speed by removing the friction 
and subsequent drag created by trying to unite 
people with different views of the world around 
a new idea.

Design Thinking: Whatever label it goes by, this 
approach to problem solving is distinguished by a 
few key attributes:
•  It emphasizes the importance of discovery in 

advance of solution generalization using market 
research methodologies that are empathic and 
user-driven.

• It works to expand the boundaries of both our 
problem definitions and our solutions.

• It is enthusiastic about engaging partners in 
co-creation.

• It is committed to conducting real-world experi-
ments rather then running analyses using histori-
cal data.
Let’s explore this further by looking at a recent 

RFI (https://federalregister.gov/a/2013-31436). 
Specifically, the Consumer Financial Protection 
Bureau (CFPB) seeks information on key consumer 
“pain points” associated with mortgage closing and 
how those pain points might be addressed by market 
innovations and technology.
CONSUMERS AND CLOSING 
1.)What are common problems or issues consumers 
face at closing? What parts of the closing process do 
consumers find confusing or overwhelming?

2.)Are there specific parts of the closing process that 
borrowers find particularly helpful?
3.)What do consumers remember about closing as re-
lated to the overall mortgage/home-buying process? 
What do consumers remember about closing?
4.)How long does the closing process usually take? 
Do borrowers feel that the time at the closing table 
was an appropriate amount of time? Is it too long? 
Too short? Just right?
5.)How empowered do consumers seem to feel at 
closing? Did they come to closing with questions? 
Did they review the forms beforehand? Did they 
know that they can request their documents in ad-
vance? Did they negotiate?
6.)What, if anything, have you found helps consum-
ers understand the terms of the loan?
ERRORS AND CHANGES AT CLOSING 
7.)What are some common errors you have seen at 
closing? How are these errors detected, if at all? Tell 
us about errors that were detected after closing.
8.)What changes, diverging from what was originally 
presented at closing, often surprise consumers at clos-
ing? How do consumers react to changes at closing?
OTHER PARTIES AT CLOSING 
9.)How, if at all, do consumers typically seek advice 
during closing? In person? By phone? Online?
10.)Where and to whom do consumers turn for ad-
vice during closing? Whom do they typically trust?
CLOSING DOCUMENTS 
11.)What documents do borrowers usually remember 
seeing? What documents they remember signing?
12.)What documents do consumers find particularly 
confusing?
13.)What resources do borrowers use to define unfa-
miliar terms of the loan?
IMPROVING CLOSING 
14.)What, if anything, would you change about the 
closing process to make it a better experience for 
consumers?
15.)What questions should consumers ask at closing? 
What are the most important pieces of information/
documents for them to review?
16.)What is the single most important question a con-
sumer should ask at closing?
17.)What is the single most important thing a con-
sumer should do before coming to the closing table?

The CFPB has been very open and shows a strong 
willingness to collaborate with the mortgage industry 
in addressing consumer’s concerns. I encourage and 
challenge everyone to consider the Design Thinking 
concepts when formulating your response to the RFI. 
This is the time for some progressive ‘thinking out-
side the box’. 

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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The return on investment of social media has 
been called into question. Some say that it 
doesn’t work in a B2B fashion. To them I 

say: You’re not using it right. I know personally 
of technology vendors that have gotten calls from 
lenders because of their strategic tweets. Yes, it’s 
possible.

So, how do you get results from using social 
media? In the article entitled, “Social Media 
Branding: 16 Tips to Create a Consistent, Relevant 
& Trusted Social Brand” clear strategies are de-
fined. In brief, the article suggests:
KNOW YOUR AUDIENCE.

Who is your audience? What are their demo-
graphics? What problems do they have that you 
can help solve? How can you bring value to their 
life and/or business? The better you know your 
audience, the better you can create content and a 
social platform that provides relevancy and value 
for them. 
KNOW YOURSELF (COMPANY).

Who are you? What do you have to offer that 
is unique? How can you provide unique value 
to your target audiences, stakeholders and larger 
community?
KNOW YOUR GOALS.

It does not matter how small or large your busi-
ness is, how many customers you have or how 
much cash you have in the bank. You must set 
goals and objectives. Who are you now and who 
do you want to be when you grow up? 
BRANDING STARTS FROM 
THE INSIDE OUT.

Your brand is who you are when people are 
watching and when they are not watching. Your 
brand is what your employees say and do when 
they are working and even when they are not 
working. The key here is to focus on inspiring and 
empowering your internal employees and advo-
cates as a top priority.
CREATE A BRAND  
MESSAGE ARCHITECTURE.

Your brand is not simply your logo, colors and 

tagline. Your brand is everything you tweet, pin, 
post, do, say, and do. How you represent yourself 
to the outside world is going to determine your 
success. Don’t just think logo or colors. Think 
brand and message architecture.

LEVERAGE WHAT YOU GOT.
It is important that you leverage what you al-

ready have. If you have already invested in content 
marketing assets such as videos, podcasts, white 
papers etc., be sure to leverage them.  Nothing 
should go to waste.
CREATE AN EDITORIAL CALENDAR. 

Once you have an idea of where you are go-
ing it is important to create an editorial calendar 
so you develop a healthy rhythm for your com-
munication with your priority audiences. Use this 
editorial calendar template to get started.
REFRESH DOES A BRAND GOOD. 
DIGITAL BRAND EXECUTION DOES 
NOT ALWAYS = SAME AS OFFLINE.

Don’t simply take your 1999 corporate collat-
eral and split it into 2000 tweets to be auto sched-
uled for publication over the next year. Instead, 
leverage what you have but start fresh. Keep the 
focus on your audience, their needs and how you 
can provide the highest value possible to them.
STAKE YOUR TERRITORY.

As you make progress in determining how your 
social digital brand is going to be executed, start 
staking your territory. Grab your brand name and 
relevant product names as appropriate on the so-
cial networks. If you find that someone or another 
brand has grabbed it before you and now has your 
brand name Twitter handle or YouTube account, 

Business Strategies
Making Social Media Pay Off
The social media trend is here to stay, but how do you take 
advantage of this trend to grow your business?

By Michael Hammond

Your brand is not simply 
your logo, colors and 
tagline. Your brand is 
everything you tweet, pin, 
post, do, say, and do.
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you will need to negotiate each social network ac-
count individually.
CHOOSE A CONSISTENT SOCIAL NET-
WORK BRAND NAME IF POSSIBLE.

If possible, choose a consistent social network 
brand name. Even if your favorite one is taken on 
some networks it may be good to select a different 
one that you can have across 
more of the platforms. 
When you see a new social 
network launch that looks 
like it might gain quick trac-
tion, be sure to grab your 
account and name so you 
won’t have to worry about it 
later should someone else or 
another brand grab it. 
USE THE SAME 
PHOTO OR LOGO.

For personal branding, it 
is important to get professional photographs taken. 
Remember your smiling face is likely the first im-
pression you are going to make when people see you 
on Twitter, Facebook, Instagram and the numerous 
other social networks. Select 2-3 top photographs 
to use consistently across the social networks. This 
will help you build your brand and consistency. You 
want people to be able to recognize you regardless 
what platform they see you on. If they trust you on 
one platform this will help build trust further by con-
necting with you on additional networks.
LESS IS MORE. FOCUS ON 
DEPTH AND CONNECTION, NOT 
JUST PRETTY PICTURES.

Less is truly more when it comes to social brand-
ing. You don’t have to spend tens of thousands to 
create a social brand. If you are new to this, it is 
more important you focus on your audience first and 
your brand and message architecture second.

Creating a fancy Twitter background and 
Facebook cover image is going to do very little for 
you if you don’t know your audience and how you 
are going to provide value to them, inspire them and 
connect with them in a genuine way. Focus more on 
content and connection than you do on pretty pic-
tures. The pretty images will come in time and they 
will mean so much more to the audience once the 
words behind them have meaning.
BE HUMAN. 

Remember you are communicating with human 
beings. Just as you want to connect with the human 
beings within your social communities, they also 

want to connect with you as a human being. People 
buy from people. They also communicate better with 
people than they do with only logos. Share the inside 
of your organization with your network. Share the 
human aspect, the events, parties, conversations.
DON’T FAKE IT UNTIL YOU MAKE IT. 

Yes, you should be confident and be who you want 

to be tomorrow, today. However, this does not mean 
that you should focus on fake social proof, over spin 
on social vanity metrics to fake people out. I have 
written much about this topic.
DON’T BE AFRAID TO ASK FOR HELP.

If you don’t know how to work in Photoshop, 
don’t waste the next year learning Photoshop so you 
can simply create a new or refreshed logo. Delegate 
the tasks and work that does not align with your core 
competencies or where you want to grow your busi-
ness. When working with outside partners, agencies 
and consultants, take your time. Don’t settle on 
the first one you find. Look behind the social glass 
curtain. There are many who are “faking and try-
ing to make it” and if you only look at their pretty 
Facebook cover image you are likely to waste a lot 
of money.
TAKE THEM ON YOUR JOURNEY.

Becoming a social brand is a journey, not a des-
tination. You are going to learn, grow, and evolve. 
You are going to fall down and hit your head, hard. 
How you stand up, wipe off your knees and keep 
moving will determine your success. Use video, 
photos and podcasts to tell your story. Take your 
clients, partners, and social community members on 
your journey as you grow. If you share your ups and 
downs, the members of your community will also 
celebrate with you when you win. Why you ask? 
Because they will know they were part of what built 
you. Be humble.

So start using these tips to grow your business 
through social media. 

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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Becoming a social 
brand is a journey, 
not a destination.
You are going to 
learn, grow, and 
evolve.
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Financial institutions must now determine how 
to both streamline and safeguard compliance.

Mortgage lenders are now operating in an 
altered lending environment, thanks to an on-
slaught of new regulatory requirements that 
mandate audit trails for virtually all lending 
decisions, complaint resolutions and life-of-
loan interactions. These increasingly complex 
requirements are not adequately supported by 
traditional lend-
ing processes and 
business models. 
Financial institutions must now determine how 
to both streamline and safeguard compliance, 
and those that place loan quality and risk man-
agement at the center of their operations using 
an automated loan completion approach will 
be the ones to achieve a winning outcome.

 Safeguarding 
Loan Quality 

By Gregg Lehman

LOAN 
QUALITY
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Loan completion, the final process 
step to confidently creating a saleable 
loan unit, can be viewed as a new 
discipline in lending that leverages 
automation to track and control qual-
ity through continuous life-of-loan 
management. This approach includes 
the data transparency and audit trails 
necessary to support loan quality, 
loan servicing and loss mitigation. 
Many financial institutions are using 
technology to bring disparate systems 
manually tied together ever-larger ex-
cel spreadsheets and complicated pro-
cess flows to manage data quality and 
secure access loan data and documents 
through origination, servicing and sale 
on the secondary market. What is 
required is a strategic focus on loan 
completion to reduce processing steps, 
costs and ensure quality throughout a 
loan’s lifecycle.

Traditional Lending Practices ended 
in 2010. Why won’t traditional lend-
ing practices work now? Lending has 
traditionally followed a linear model, 
which means there is a different team 
managing each operational step and 
little back-office integration. As a re-

sult, lending operations must cobble 
together information from a variety of 
systems and technology silos to prove 
that loan information is accurate, loan 
decisions have been fair, lender ac-
tions have been compliant and that all 
documentation is in place to sell the 
loan asset on the secondary market. 
Evidence that a lender is attempting 
to follow outmoded processes are 
the hiring of more FTE’s, temporary 
workers, more meetings and more 
spreadsheets and checklists. This ap-
proach increases lending costs to the 

point where many wonder why they 
are still in the business.

The biggest impact on lending prac-
tices has been new consumer protec-
tion and non-performing loan regula-

tions, which were enacted in the last 
two years to track loans in foreclosure 
or near-default. Dodd Frank reform 
has tasked lenders with performing 
additional institutional examinations 
and the Consumer Financial Protec-
tion Bureau (CFPB) now requires 
lenders to document every complaint 
and resolution.

To keep pace, lenders have had to 
increase staff and functionality, adding 
to the complexity of systems and pro-
cesses that lenders need to be compli-
ant. Compliance is exponentially more 

difficult when different technology 
platforms or third-party systems are 
factored in. This complex concept of 
technology, process and compliance is 
codified by the CFPB in its discussion 
of the “Compliance Management Sys-
tem” mandate for January 2014.

When it comes to acquiring and 
selling assets on the secondary mar-
ket, transparency is the most critical 
piece of the puzzle. The Private Mort-
gage Investment Act protects inves-
tors by requiring standardization and 
uniformity of mortgage securitization, 
transparency into all aspects of the se-
curitization, and adherence to the rule 
of law.

The act encourages robust private 
investment in the U.S. mortgage mar-
ket and as a result, has exerted added 
pressure on lenders’ Post-Closing 
area. These time-consuming processes 
are typically not automated, which 
forces lenders to use reams of paper 
and piece together workflows.

Asset quality begins with the loan 
origination process. To ensure loans 
are compliant from the start, lend-
ers should focus on efficient data 

processing, automated task routing 
and process tracking. This stage is all 
about cost, time-to-close, collabora-
tion, transparency, error discovery and 
correction, and overall data accuracy 
− drivers that affect the lender’s abil-
ity to originate “clean” sales to the 
secondary mortgage markets.

Secondary market demand is forc-
ing lenders to seek out quality as-
surance processes that speed time to 
market. However, in today’s multi-
platform and manual processing en-
vironments – where quality control is 

Automating 
loan quality 
ensures that 
individual 
steps within 
the life-of-loan 
process are 
definable and 
traceable.
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challenged by data discrepancies and 
compounded by human error – speed-
ing up the process may only exacer-
bate the situation.

Some lenders continue to struggle 
with the reality of loan buybacks in 
the secondary market, often a result 
of poor loan quality due to lax under-
writing and document management. 
To improve the quality of mortgage 
portfolios, many lenders establish 
strong quality review workflows that 
identify problems sooner, and reduce 
risk and exposure. Multiple technol-
ogy platforms, disjointed processes 
and multiple lending systems make 
this process much more difficult.

Loan servicers may struggle with 
integration and support, especially 
those that rely on systems beyond 
their servicing system of record or 
use add-on systems. Today, it’s criti-
cal to have transparency into reviews 
for acquisition/sale, early default, 
pre-foreclosure and payoff, as well 
as loan modification document rout-
ing. Tracking workflows and loan-
level events across multiple systems is 
more challenging, but each step – loan 
origination, processing, post-close, 
delivery and servicing – must be scru-
tinized. 

The right technology approach can 
mitigate risk, offset expenses, and 
improve quality control and customer 
satisfaction. A loan completion system 
automates loan quality processes into 
origination, servicing, loss mitigation 
and secondary marketing workflows. 

Lenders need an effective loan 
completion system that goes beyond 

enterprise content management to 
capture point-in-time origination, re-
lated loan documents, and servicing 
and loan disposition events. A quality, 

auditable system also facilitates infor-
mation sharing by making it possible 
to view and compare multiple loan 
documents and records from a single 
view.

Automating loan quality ensures 
that individual steps within the life-
of-loan process are definable and 
traceable, and that loan data meets 
all quality standards and regulatory 
requirements. The loan completion 
system should be flexible and configu-
rable so that lenders can design their 

loan completion processes to meet 
ever-changing regulatory demands 
and specific institutional needs.

There are five vital components of 
automated loan completion:

1. Contextual Capture: Key-
word data is extracted from 
scanned documents utilizing 
zonal OCR, intelligent tem-
plates, automated indexing and 
full document recognition

2. Track: Automation tracks and 
reacts to maximize the con-
sumer experience and mini-
mize timelines

3. Review: Processes support 
compliance and provide loan 
level data, remotely view-
able documents, standardized 
packaging, pool reviews and 
electronic delivery

4. Confirm: Quality controls are 
integrated into the pre-close 
audit, post-close audit, data 
validation and overall docu-
ment readiness

5. Deliver: Final validation and 
documentation are provided, 
including delivery of the com-
pleted loan document(s) to the 
correct destinations

Thriving in today’s lending space 
requires a centralized approach for 
managing loan quality and risk. Fi-
nancial institutions that implement 
loan completion solutions will fortify 
overall lending and be positioned as 
industry leaders. Strategically using 
technology for loan quality assurance 
tool will help organizations overcome 
systems limitations, leverage second-
ary market opportunity, avoid compli-
ance issues and enhance the life-of-
loan experience for borrowers. 

About the Author
Gregg Lehman (Gregg.lehman@fiserv.com) is the 
product manager for Global Payment Solutions at 
Fiserv, a leading global provider of financial services 
technology solutions. Fiserv drives innovations that 
transform experiences for more than 16,000 clients 
worldwide, including banks, credit unions and thrifts, 
billers, mortgage lenders and leasing companies, 
brokerage and investment firms and other business 
clients.

Thriving in today’s lending 
space requires a centralized 
approach for managing loan 
quality and risk.
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UNLOCKING 
THE VALUE OF 
DOCUMENTS 
AND DATA

Ever since the ESIGN Commerce Act of  2000, 
the mortgage industry has gradually ad-
opted electronic signatures as a way to 

improve the efficiency of  the mortgage transac-
tion and to speed up the pace of  commerce. No 
more waiting for mortgage documents to be sent 
via courier for paper signature. No more faxing 

of  signed documents while originals 
followed in the mail. With the grow-

ing acceptance of  electronic 
delivery and signature of  

documents, workflow has 
become more efficient, 
more secure and easier 
to monitor for status.

The automation and simplification of these checks – QM, RESPA, anti-predatory lending, 
etc. – can considerably speed up the time it takes for a lender to complete its processing. 
Faster processing means faster time to loan sale.

By 
Alec Cheung
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The mortgage industry has not yet 
completed its journey though. We still 
have not transitioned to a completely 
electronic workflow and the vision of 
a totally electronic mortgage has not 
been realized. There have been many 
real external barriers to progress. Not 
until last year did the IRS officially ac-
cept electronically signed documents 
for the request of tax transcripts; and 
as of this writing, the FHA has STILL 
not issued their formal guidance on 
the acceptance of electronically signed 
documents, though that is expected 
very soon.

Other impediments that are more 
industry-related remain as well. There 
is the matter of needing paper print-
outs for many county recordings and 
for investors. Because state laws vary 
so widely, legal experts will still often 
advise that it is safer to have the actual 
mortgage note in hard copy rather than 
in an electronically signed format. 
These obstacles will eventually fall as 
technology continues to improve, as 
early adopter banks prove that elec-
tronic formats are viable, and perhaps 
most importantly, as the Consumer 
Financial Protection Bureau takes up 
the mantle in 2014 of championing the 
eMortgage and forcing the necessary 
changes to make that a reality.

But there is also an additional hin-
drance, a more subtle one that if not 
recognized may in the end prove to 
be the most persistent because it is not 
caused by a lack of technology or an 
external constraint, but by the very way 
the mortgage industry has incremen-
tally adopted electronic fulfillment. 
This hindrance has to do with the way 
banks deploy electronic delivery and 
signature as a series of add-on projects 
rather than as a holistic system that ties 
together the entire mortgage process.

Why does this matter? Because 
the mortgage workflow is a complex, 
multi-step process that involves many 
participants, is very document centric, 
and heavily reliant on the data within 
those documents to ensure quality, 
compliance and a positive customer 
experience.

When the delivery of documents 
and the exchange of crucial data within 
those documents is implemented mere-

ly as a feature to be added to process 
support systems, it results in a frag-
mented approach that is constrained by 
the very activities it was meant to sup-
port. There is in fact a sizable missed 
opportunity to leverage documents and 
data across the mortgage lifecycle from 
one participant to the next in order to 
better monitor compliance, to mitigate 

fraud, to enhance quality and to deliver 
a truly superior customer experience.

SILOED APPROACH 
TO DELIVERY

To understand why this has hap-
pened, you have to look at how we ar-
rived at our current state.  The adoption 
of electronic delivery and signature in 
mortgage has frequently been driven 
by a series of loosely related but none-
theless individual triggers.

The first of these is compliance. 
Banks often end up adopting electronic 
delivery and signature only when trig-
gered by new regulations. Appraisal 
deliveries are a good example of this. 
When the CFPB stated that lenders 
would have to provide borrowers with 
copies of appraisals for all mortgages 
and not just higher-priced ones, it 
forced banks to prioritize the electronic 
delivery of appraisals as a high priority 
initiative in order to be able to meet the 
3-day delivery time period mandated 
by regulation.

Overcoming legacy processes and a 
“the way it’s always been done” men-
tality is a second factor. Just because 

something is legal doesn’t always 
mean that businesses will change their 
processes right away. When they do 
change, it often comes one step at a 
time. It took the IRS till just last year to 
finally begin accepting electronically 
signed tax transcript request forms. 
This was just ONE form and though 
glad for the progress, it’s yet another 

example of how the migration to elec-
tronic delivery and signature has un-
folded in a piecemeal fashion.

A third contributing factor is that 
there are multiple actors involved in 
transacting a mortgage, and each has 
its own systems. Lenders rely on loan 
origination systems. Title agents have 
their settlement software. Underwriters 
utilize title systems. Appraisers have 
appraisal systems and appraisal valua-
tion models. Even income verification 
vendors for the IRS have their own 
proprietary systems. These are separate 
parties, with their own systems, their 
own buying behaviors and, therefore, 
they look at the adoption of electronic 
delivery and signature in their own 
way.

The last contributing factor is indus-
try standards. This has more to do with 
data that documents, but it is equally 
important. It has taken many years 
for MISMO to achieve a broad level 
of acceptance as the de facto standard 
for exchanging mortgage data. Prior 
to MISMO, two parties that needed to 
pass data back and forth had to agree 
on a data exchange format themselves. 

When the delivery of documents and 
the exchange of crucial data within 
those documents is implemented 
merely as a feature to be added to 
process support systems, it results in 
a fragmented approach.
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It was much simpler to do so for very 
specifically defined data sets in relation 
to certain documents. With MISMO’s 
latest v3.1 standard, we now have a 
commonly accepted standard that will 
simplify and normalize data exchange 
for the benefit of all.

Put together, these various factors 
have resulted in electronic delivery and 
signature as a technology added onto 
to (or perhaps integrated into) existing 
systems. This assessment is not meant 
as a criticism. If anything, our industry 
deserves credit for recognizing prob-
lems and them methodically tackling 
them. We have been pragmatic about 
our approach if nothing else. It just so 
happens that as we look back, we can 
see that the end result is a mortgage 
process that is rather stitched together 
in terms of workflow and data ex-
change between multiple participants.

SINGLE DELIVERY PLATFORM
This uneven approach where elec-

tronic delivery is tied to individual sys-
tems means we have no opportunity to 

leverage delivery as an underlying pro-
cess that can bring the entire mortgage 
lifecycle together in a more efficient 
and effective way. After all, the deliv-
ery of documents and the exchange of 
data within those documents is the one 
process that touches every participant 
in the mortgage lifecycle. That simple 

but fundamental insight bears repeat-
ing. From application to processing to 
underwriting to closing to post-close, 
documents and data are central to ev-
ery step along the way. They are used 
to demonstrate compliance. They are 
analyzed to uncover risk. They are 
carefully designed to ensure an effec-
tive customer experience.

As a mortgage progresses through 
each phase, the value of the data that 
accompanies documents grows. Dur-
ing the application and processing 
phase, the lender sends the initial dis-
closure so the borrower can review and 
understand the loan she has applied for 
– how much she will pay in interest, 
her rights as a borrower, etc.

At closing, the lender sends the final 
approved loan package to the settle-
ment agent. A common delivery plat-
form is in the optimal position to com-
pare the data from initial disclosures 
to final approved loan to corroborate 
that the loan the customer is getting 
matches the loan initially applied for 
and quoted to the borrower. This is an 
example of how documents and data 
from one loan phase can be valuable in 
the next loan phase.

Likewise, after close, the settlement 
agent can send a copy of the signed 
loan for delivery back to the lender. 
Again, with a common delivery plat-
form for document and data exchange, 
the signed loan can be immediately 
compared to the approved loan to en-
sure discrepancies are within quality 
and regulatory tolerance. The automa-
tion and simplification of these checks 
– QM, RESPA, anti-predatory lending, 
etc. – can considerably speed up the 
time it takes for a lender to complete 
its processing. Faster processing means 
faster time to loan sale to investors, 

which directly and positively impacts 
bank revenue.

* * * * *
It is easy to think of the electronic 

delivery and signature of documents 
as an efficiency driver. E-signature 
vendors are partly to blame for this. It 
is much simpler to tout the advantages 
of e-signature independent of the kind 
of document or workflow you are sup-
porting. Faster transactions. Better 
audit trails. Simple to use. These are 
all benefits that vendors typically ad-
vertise.

But the actual workflow process 
being supported is fundamentally im-
portant to the value proposition of elec-
tronic document delivery and signature. 
For complex, multi-step processes like 
mortgage lending that involve many 
participants, document delivery is the 
common component that ties many of 
the activities together.

Furthermore, the data that is ac-
cessed via document delivery can help 
a lender demonstrate compliance, bet-
ter manage risk and deliver a superior 
customer experience. Full access to 
documents and document-related data 
puts lenders in a position to be able to 
substantiate that the loan the borrower 
applied for is consistent with the loan 
that was approved, with the loan that 
was actually signed at the closing table, 
and with the loan that was ultimately 
sold to investors.

You can achieve this by building 
numerous custom connections and in-
tegrations with the various systems that 
support the mortgage process, or you 
can choose a single delivery platform 
that already has the connectivity in 
place. One way or another, this will be 
needed, and it is something that lenders 
should begin to think about. 

Banks often 
end up adopting 
electronic 
delivery and 
signature only 
when triggered 
by new 
regulations.

About the Author
Alec Cheung is Vice President of Marketing at eLynx 
where he is responsible for product management, 
corporate marketing and corporate communications. 
Alec is a seasoned B2B marketer with 14 years 
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The Consumer Federal Protection Agency 
has as its primary purpose protecting the 
consumer from high risk and unfair prac-

tices in consumer lending. In other words they are 
issuing rules and regulations to lenders that pro-
tect the consumer from economic loss or other in-
jury as a result of a violation of Federal consumer 
financial law. As a result mortgage lenders have 
been inundated with new consumer disclosures, 
requirements and calculations. As of January 10th, 
lenders and all related entities involved in the loan 
origination process must meet certain parameters 
in order to ensure that the loan underwriting and 
fees meet the CFPB requirements. While the con-
cern in protecting the consumers is an admirable 
one, there is no one that was in the business from 
the late 1990s to 2008 who does not understand 
that the consumers were also part of the problem. 
So if lenders and related entities are dealing with 
the ramifications, isn’t it fair that we ask what is 
being addressed with the consumers?

In looking back there were three major prob-
lems that were the primary consumer involvement 
issues. The first of these was the general run-up in 

housing prices. Consumers were frenzied at this 
time with the opportunities associated with selling 
their properties. Since home values had escalated 
so much homeowners saw this as time to sell and 
then use the proceeds to buy the next, bigger and 
better house. Most never worried about paying the 
mortgage since with housing prices rising so fast, 
they could always refinance or sell. Many consum-
ers also became enamored of the idea of becoming 
a rich real estate investor and were seeking out 
properties which they could buy, fix-up or not, 
wait 6 months and sell for a nice profit.  

Then there were those consumers who just didn’t 
really understand the process and didn’t take the 
time to read the documents or ask questions. These 
individuals, whether it their first foray into the 
world of mortgages or their tenth, just wanted to 
get a house where the mortgage payments were 
affordable. They really didn’t understand negative 
amortization or other financial language, nor did 
they read any of the disclosures that were provided 
over and over to them. All they wanted was to get 
into the homeownership arena. The rest would 
work itself out. 

BORROWERS 
And The CFPB Requirements

At the end of the day, being the lender means that we have voluntarily 
taken on the responsibility of ensuring that our customers, the 
consumers understand their loans and their responsibilities.

By Barbara Perino and Rebecca Walzak
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Finally, there were those consumers 
who took advantage of the products 
that were being offered and basically 
used the stated income application 
process to secure loans on false in-
formation. While there is controversy 
over who all was involved in the de-
ception, there is no doubt that many 
of these borrowers were aware of and 
had agreed to submit the false infor-
mation.  

Addressing these issues is not nec-
essarily the role or the responsibility 
of the CFPB, but they have included 
in the new regulations requirements 
that address the need for borrower 
awareness and education. The new re-
quirements are primarily for first time 
homebuyers who are using high cost 
financing to obtain a mortgage. For 
these loans a High Cost Mortgage Cer-
tification of Homeownership counsel-
ing is required. The counseling cannot 
begin until after the applicants have 
received their RESPA disclosures and 
the counseling cannot be performed 
by an affiliate of the creditor.  

If the loan is subject to RESPA then 

the lender must supply a list of home-
ownership counseling organizations 
to the borrower within three days of 
application. In other words, this new 
document must be considered one of 
the initial disclosures provided at time 
of application.  

Other than these requirements, the 
consumer issues are left to loan origi-
nators to handle. In order to gather 
information on how to make sure the 
consumer understands the loan pro-
gram they are entering into as well as 
ensuring the consequences of supply-
ing fraudulent information, we asked 
several loan officers to give us some 

of the tips and techniques they use in 
their day to day meetings with poten-
tial borrowers. 

Bob Clinton, a Senior Mortgage 
Banker at Group One Mortgage in 
South Florida willingly shared how 
he builds trusting, strong relation-
ships with his borrowers. “It’s all 
about transparency and open, clear 
communication”, he offered. He also 
advised that the loan officer should 
“ask questions, questions and more 
questions.” Bob believes that the rela-
tionship between the borrower and the 
lender should be one of trust, building 
a strong relationship, being honest and 
clear on communication. He sees the 
role as an advisor/guide to the borrow-
er. “It’s the responsibility of the loan 
officer to compile a list of questions 
to ask of the borrower as the loan pro-
cess moves along. The expectations 
of the borrower and the expectations 
of the loan officer need to match.  
People want to be informed and like 
to do business with people they like 
and they trust. The best customers are 
referrals who are expecting the same 

level of professionalism and trust they 
have with who referred them,” sum-
marizes his overall thoughts on the 
subject.   

Other loan officers shared that mak-
ing the consumer aware that complete 
information for the pre-approval 
process has to be provided by the bor-
rower and is best done as soon as pos-
sible. Knowing that they will need to 
provide complete tax documents and/
or income documents for all their em-
ployment precludes surprises later on 
in the process.  Stressing the impor-
tance of providing accurate and com-
plete information when discussing 

this with applicants was reiterated by 
several loan officers we talked to.   If 
a borrower is self-employed they need 
to explain exactly what it is that their 
company does; in other words what 
are their products and services. They 
have to disclose any side businesses 
they are involved in as well, even if it 
is not their primary business.  Letting 
self-employed borrowers know how 
they are evaluated and how their in-
come will be calculated will go a long 
way in helping them understand why 
so much information is needed. 

Borrowers also need to understand 
what they are obligating themselves 
to by thoroughly reviewing the loan 
documents. It is especially important 
that they read the initial disclosures 
including the revised TIL/GFE docu-
ment. They should make notes of 
items they do not understand or lan-
guage they are not familiar with and 
either get the loan officer to explain it 
or hire an attorney familiar with mort-
gage lending.  

Realtors have a responsibility in the 
transaction as well. They must focus 
on giving the borrower feedback on 
their qualifications and helping them 
with a plan that can get them approved 
for a loan. Steering buyers to homes 
in which they are not qualified just 
for a bigger commission is not ap-
propriate or helpful to the borrower 
or lender. The Realtor can’t just be a 
listing agent or buyer’s representative. 
They too have responsibility in help-
ing the borrower get into the residence 
they want and can afford to buy see-
ing themselves as a partner with the 
mortgage company and ensuring the 
borrower is educated and aware of the 
obligation they are undertaking.

The loan officers we talked to 
strongly emphasized that surprises 
later on in the loan process have to be 
avoided. Loan files having to be re-
submitted, delays in the closing pro-
cess, lost deposits and additional scru-
tiny on the loan file are consequences 
of not doing the job right in the first 
place. The homebuyer needs to under-
stand their contract. To understand the 
contract, they need to read it through 
thoroughly and hire a quality, trusted 
attorney who will represent them. 

It’s the responsibility of the 
loan officer to compile a list of 
questions to ask of the borrower as 
the loan process moves along.
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Signing the documents before hiring 
an attorney is too late. They need to 
have a relationship with an attorney 
to get good advice before the closing.

Loan officer Bob Clinton also 

shared that loan officers need to probe 
the borrower with questions and help 
them through the process by consult-
ing and educating them. “It is critical 
that the loan officer sees him or herself 
as an advisor and not just someone 
selling them a loan,” he offered.   

One of the more recent issues 
faced by many loan officers is deal-
ing with buyers who are part of the 
millennial generation. These Gen Y 
borrowers tend to rely on communi-
cation through text messaging which 
can also be a problem if the loan of-
ficer isn’t use to texting. To address 
this Bob asks his borrowers what 
method of communication they pre-
fer. This way he knows upfront how 
best to reach out to them. One issue 
that may make the communication 
and education process more complex 
is that the millennial generation are 
very confident buyers, very busy in 
their day-to-day lives and want the 
information sent the fastest method 
possible. In response they want to 
provide information as quickly as pos-
sible even if it isn’t what was needed. 
A good example is bank statements. 

When asked for these, they typically 
send bank transaction pages. It is only 
after the requirement and need for full 
bank statements is explained to them 
that they finally send the statements. 

The loan officers we talked to also 
go beyond just the specifics of the loan 
application. Most of the time they ex-
plain other aspects of the process as 
well. For example, they may explain 
the need for a loan preapproval and 
how it impacts the buyers’ ability to 
get the home they want. Another area 
that has always been left out of these 
conversations is the reason behind 
title work and how it can protect them 
as well as the lender if they choose. 
Understanding how  and why the sur-
vey is done, the need for homeowners 
insurance and the impact of escrows 
on their overall payment is important 
information, especially for first time 
borrowers. Good loan officers also 
go over the appraisal report answer-
ing questions and helping the bor-
rowers understand what that number 
really means. Of course, the need for 
explaining what cash is needed for 
the closing and the fees charged is of 
vital importance and can be wrapped 
into the explanation of the TILA/GFE 
disclosure. Helping applicants under-
stand the responsibilities of the lender 
and the realtor and what part each 

plays in the process is often confus-
ing and a good loan officer fills in that 
information as well.  

 Overall, the loan officer provides 
a tremendous amount of information 
and is the applicants’ best source of 
knowledge for the borrowers. To sum 
it up, Bob stated, “if borrowers want 
a happy experience, they need to find 
a loan officer who is going to build a 
long-term relationship and offer them 
good advice.”

At the end of the day, being the 
lender means that we have voluntarily 
taken on the responsibility of ensur-
ing that our customers, the consum-
ers understand their loans and their 
responsibilities as well as monitoring 
their information to ensure its accu-
racy. While some may see this as a 
burden, there is a huge opportunity for 
the lenders. They can become partners 
with borrowers and realtors while 
educating them on all aspects of good 
quality lending practices as well as en-
sure that the regulation requirements 
take hold in all facets of the industry. 
There are huge business opportunities 
for the lending community to be in-
volved in the education process for the 
borrowers and realtors; a value-added 
service that will increase business and 
relationships for the lenders who em-
brace this opportunity. 

About the Author
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It is critical that 
the loan officer 
sees him or 
herself as an 
advisor and not 
just someone 
selling them a 
loan.
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Executive Interview

Mortgage
Industry
Advancement

For years PaperClip has been helping the securities and insurance industries go 
paperless. PaperClip follows the paper filing metaphor of Cabinet, Drawer, 
Folder, Document, Page and Annotations. Replacing the paper filing system with 

an electronic mirror version, training and adoption comes quickly. Projects involving 
elaborate workflow rules are lengthy deployments, hard to follow especially in the fi-
nancial services industry and simply the wrong place to focus; workflow belongs in the 
data system, why, because that’s where all the data is. Now Mike Bridges, President 
of PaperClip, speaks out about how the mortgage industry can adopt straight through 
processing in a quick and easy way.

Q: You’ve spent the last 20 years in the electronic document manage business across Life 
Insurance, Securities and Mortgage industries. How are they the same and how are they 
different?

MIKE BRIDGES: They are the same because everyone wants to reduce or eliminate paper 
within their process and company. If paper is your choice to receive, process and store, 
it’s costing $1.30 per page cradle to grave. The financial services industries in the early 
nineties knew they wanted to get rid of the paper and those who had the staff and the 
budgets implemented enterprise wide workflow and document management solutions. 
Institutions implemented expensive solutions with the promise to stop paper at the mail-
room and gain efficiencies by elaborate document workflows. By the early 2000s, the 
majority of those systems were pushed out of the workflow and took on the role of 
document archiving. Now in 2014, the trend is overwhelmingly outsourcing to an online 
provider. SaaS vendors offer application expertise, economy of scale, code maintenance, 
DR&BC and a path of innovation.

Their differences are not that great. They all have either a captive or independent 
distribution channels; ninety plus percent execute their process with paper, receive pa-
per from their trading partners and close with paper. Mortgage transactions have the 
most documents and third-party interactions compared to Life Insurance or Securities. 
Securities as an industry really solved their problem in the early 1970s with the creation 
of the “Depository Trust & Clearing Corporation.” New York City before the DTCC 
would literally messenger around town, stock certificates and checks. The DTCC did 
two things, stored all the paper certificates securely around warehouses; not much dif-
ferent than how the county maintains the property title, and through computer trading, 
allowed one net settlement account transfer at the end of the trading day. The Securities 
industry has made and continues to make progress in transactional business, but when 
you step outside of trading, they’re right back to paper.

The Mortgage industry over the past few years has found a new respect for electronic 
documents and their budgets are reflecting it. Still dominated by paper, the new flood 
of compliance and litigation collecting documentation and using it effectively requires 
document management.

MIKE BRIDGES OF PAPERCLIP SOFTWARE SHARES 
WHAT HE THINKS THE MORTGAGE INDUSTRY 
NEEDS TO DO IN ORDER TO PROGRESS.
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Q: We hear all the time that it’s not about 
the technology; it’s about how fast 
people can change. Over the last decade, 
what have you seen as some of the most 
significant adoption or change? 

MIKE BRIDGES: In the past 10 years 
one of the most significant adoptions is 
probably the fact that we’ve reached the 
point where organizations will accept 
an imaged page of paper and allow the 
shredding of the original paper, clearly 
making the image page the archived 
exact copy of record. Working with 
over 500 financial services companies, 
electronic document management is a 
staple. These players understand you 
convert paper as early as possible and 
manage image files.  

Another example of imaging use is 
Check21. The Life Insurance industry 
started accepting check images for 
payment processing five years ago. 
Producers have been sending check 
images for years with the application, 
which carriers would accept to start the 
underwriting, but they still required the 
paper check to be mailed. Today, many 
carriers will accept the front and back 
scans of a check and will process the 
check image as an ACH transaction 
into their bank account; the sender 
then returns the check marked void or 
shreds it.  

Technology compliance has dra-
matically changed the industries. With 
the movement of computing resources 
to the cloud or SaaS hosting, this data 
move has placed more pressure on 
that Service Provider. In the past the 
ISV (Independent Software Vendor) 
developed software and the customer 
would deploy it (i.e. the data was their 
responsibility). Now, the data is the 
Service Providers’ responsibility. Most 
recent are the new HIPAA regulations 
clearly defining the Service Provider as 
a “Business Associate.” This means the 
Service Provider could be subject to 
HHS/OCR fining authority. This type 
of thinking is beginning to show up in 
new government regulations and will 
continue.

E-Sign Point-of-Sale solutions have 
been the big focus for the last decade. 
The end goal was “Straight Through 
Processing” (STP), the complete elimi-

nation of paper or the need of paper to 
complete a business transaction. Some 
have found success when they apply 
STP to a slice of the process, in other 
words, just taking a bite of the elephant. 
Weak adoption continues to plague the 
effort for several good reasons. Data 
collection, who’s keying in all the data 
into an application or worse, a browser, 
is the main problem. I’m not refer-
ring to contact info; I’m talking about 
the data models (MISMO, LBTC, 
ACORD, etc.) which require over 200 
fields of information to be captured 
for the most basic transaction. Some 
of these transactions can require thou-
sands of fields to be completed; let’s 
remember MISMO has over 3,000 de-
fined terms and ACORD is not that far 
behind. The fact that this data is typi-
cally collected from diverse sources 
(Appraisals, Credit, Lender, LOS, etc.) 
which causes their challenge to flip to 
integration with trading partners. This 
has suffered because the ISV commu-
nity could not wait for the Technology 
Standards groups to produce the best 
road map. Many times these standards 
discussions where dominated by the 
800-pound gorilla in the room and 
politics ensued; and the end result was 
flawed standards.

Q: Given the progress of imaging and 

STP, why does the use of paper con-
tinue to grow every year? 
 
MIKE BRIDGES: It is funny that the use 
of paper continues to grow given the 
impact of the Internet. I recently read 
that the overall growth is one percent 
every year through 2017- much bet-
ter than the 6% growth of the 90s. 
Some experts contribute the increase 
to the practice of “TransPromo.” This 
refers to a transaction document that 
consists of a promotional message 
that is positioned alongside essential 
transactional information. I think the 
financial services industries are see-
ing the growth in new compliance 
standards. Remember, each new rule 
requires some documentation of evi-
dence, more paper.  

Q: Will we ever see STP work end to end?

MIKE BRIDGES: No, back to the num-
ber one problem. Where is all the data 
coming from? The Life Insurance in-
dustry five years ago turned to “Call 
Centers.” These centers would call the 
applicant and ask many reflexive ques-
tions to complete term applications and 
produce an ACORD 103 message and 
filled in forms. These are not simple 
solutions, Carriers maintain over 1,000 
reflexive questions for call center ac-
tivity. Again, any sophisticated prod-
ucts that require professional guidance 
typically end up on paper applications.  

The Mortgage industry leverages an 
ISV community and a process called 
“Scatter/Gather,” let the subject mat-
ter experts collect the data and send it 
back to the requestor. This of course re-
quires data exchange standards. Today 
the standards process is fundamentally 
flawed. This is why successful ISVs 
continue to develop or acquire technol-
ogy that builds out the STP or End-to-
End process. This approach removes 
the needs for standards and integration 
since the ISV is in total control. An 
effective standards model or vendor 
can only grow the ISV community 
and the opposite will produce several 
large ISVs. Ultimately, the market will 
choose the winners but unless we get 
an effective way to exchange data, it’s 
no contest. 

Industry 
Predictions
Mike Bridges thinks:

1. Processing paper cost 
$1.30 per page, going 

electronic cost $0.30 per page. 
We can process electrons 
better, faster and cheaper 
than we can process atoms.

2. A vibrant vendor community 
is directly related to the 

quality of their standards.

3. If you ignore Technology 
Compliance, either the bad 

guys or the good guys will find 
out; either way you’ll regret it.
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Q: If current standards are flawed, what 
could be an alternative?

MIKE BRIDGES: What I really mean is 
that the exercise of Standard Organi-
zations to send everyone home with 
a standard to develop themselves will 
result in many different implementa-
tions. Twenty five percent of ISV staffs 
do nothing but work on customer stan-
dards integration.  

What I learned many years ago in 
the Power Plant Generation industry is 
that their data model was the most ef-
fective way to exchange and use data. I 
first introduced this model at an AIIM 
conference (Association of Image and 
Information Management) in 1996. 
Members of NAILBA heard the speech 
and we began to introduce the con-
cepts into their technology meetings. 
Their work produced the Electronic 
Document eXchange (EDX) Standard 
1997. Their real work focused on a data 
dictionary of defined terms. Several 
vendors implemented EDX and today 
LBTC Surveys report 80% of their 
documents exchange as images. My 
company moves over 4 million docu-
ments per month between 500 plus 
companies.  

NAILBA Tech’s next project was to 
create a data dictionary for their current 
data messages and end the resource 
drain of integrating with all the non-
standard standards. Before that effort 
started, NAILBA outsourced its stan-
dards to ACORD. Currently, ACORD 
has started working groups to design a 
data dictionary model.

Since 2010, MISMO has been fo-
cused on building a business Logical 
Data Dictionary (LDD) and Reference 
Model to ensure semantic clarity and 
promote interoperability. If done well, 
this could be the break ISV’s needed-fi-
nally everyone is calling the same thing, 
the same thing. I know we’re watching 
this closely. Exchanging data and docu-
ments is one of our core businesses.

Q: With great adoption of STP, how will 
that impact imaging?

MIKE BRIDGES: Demand for imaging, 
Electronic Document Management 
(EDM), will continue to grow. Only 

EDM can accomplish the goal of be-
ing paperless. LOS or AMS solutions 
may store electronic documents com-
monly called vaulting. The truth is that 
EDM users need to service all their 
business operations (e.g. Accounting, 
Human Resources, Compliance, Legal, 
Commissions, Marketing, etc.). EDM 
(SaaS) must meet the requirements to 
be accepted as their books and records. 
E-Signed transactions or XML files 
are just another electronic document to 
EDM. EDM SaaS providers function 
as a Disinterested Third Party (D3P), 
which provides safe harbor from those 
involved in the transactions, including 
the point of sale vendor. The Securities 
industry requires it; one of their many 

regulations says “if the electronic docu-
ment is the exclusive document, a copy 
shall be stored with a D3P.” In addition, 
the D3P signs an agreement allowing ac-
cess to the documents and data without 
the custom’s consent. EDM is more than 
a vault by an order of magnitude but 
there is no question, EDM integration 
and communications are a requirement. 
EDM SaaS provides the best practices 
married with technology compliance, 
disaster recovery and business continu-
ation requirements as well.

Q: Since you mentioned it, how do you 
see technology compliance changing in 
the near future?

MIKE BRIDGES: Enforcement is the only 
thing that’s really going to impact tech-
nology compliance. I do know we have 
the tools today to secure our systems, 
but unless organizations like FINRA, 
HHS/OCR, CFPB and State Regulators 

put it on their checklist, identity thief 
will continue to grow. The most vulner-
able are those DIY people storing elec-
tronic documents on their internal file 
servers to people using free websites 
for storage or secure their emails and 
file transfers. When the enforcement 
arm gets going, it will be quick and the 
collection of fines will be welcomed by 
their respective treasuries.   

Two-factor authentication is be-
coming popular for granting access 
to Non Public Information (NPI), 
but I don’t think the public will find 
it user friendly. Many of the regula-
tions today allow the consumer to 
opt-out of secure transmissions when 
putting their NPI on the Internet; this 

waiver does not relieve third parties. 
The business community storing and 
exchanging third-party NPI must 
comply, “vendors must remain above 
reproach.”

Internet Protocol Lockout Service is 
another trend some companies are pur-
suing. This lockout or isolation service 
provides public access from within 
a distinct geographic location. I’m a 
company that only conducts business 
in the United States or a given State 
and isolate my inbound/outbound traf-
fic to only the US or my State.  Stop all 
other traffic before it reaches my fire-
wall. This approach greatly reduces the 
risk of outsiders trying to do mischief 
or Denial of Service attacks or worst, a 
desktop takeover.   

Apathy remains our largest chal-
lenge. We have the tools and until 
enforcement arrives, systems will sit 
there like stacks of money on a park 
bench with nobody watching. 

InsIder ProfIle
Since 1995, Mike Bridges has served as President, Vice 
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PaperClip Software, Mike was the Executive Vice Presi-
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Bachelor of Science from Rowan University and served 
as a Captain in the United States Marine Corps.
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AVMs: Ignorance is not 
bliss —especially 
when it comes 

to business and the 
bottom line. Yet day in 
and day out, lenders 
are operating in the 
dark and losing dollars 
in the process. Last 
month, I wrote about 
the most common 
misconceptions about 
AVMs, also known as 
automated valuation 
models, the most 
commonly used 
collateral evaluation 
tools. AVM are being 
used over one billion 
times each month, 
and I estimate that 
hundreds of millions of 
those billions of AVMs 
are being used by 
lenders and servicers in 
the mortgage industry. 
But even considering 
these gargantuan 
proportions, most 
mortgage folks are 
surprisingly unaware 
of how big an impact 
AVMs can have on 
their bottom lines. 
  

By Phil Huff

It’s easy to underestimate the role that 
AVMs can play in a company’s profits and loss.

What You Don’t Know Can Cost You
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This month I’m going to cover three 
of the most common ways AVMs are 
being used today. And for those of you 
concerned with your bottom lines, I’ll 
get into the concrete details about how 
lenders and servicers are saving — or 
wasting — thousands of dollars or 
more each month, simply by the way 
they approach AVM suitability.  
ACCURACY MATTERS

One of the biggest misconceptions 
about AVMs is that they are inac-
curate. Last month, we revealed the 
fact that standard error rates of AVMs 
are actually lower than those of tradi-
tional appraisals. While my aim is not 
to rank one form of evaluation above 
another, it is to point out that AVMs 
can be quite reliable and highly ap-
propriate for lower risk activities and 
transactions. I’d also like to remind 
you that there is no benefit to using 
an unreliable tool, not where data and 
decisions are concerned. Accuracy 
matters.  

This is a key point. When financial 
decisions are being made based on a 
reported dollar value, businesses need 
to ensure that the evaluation tools 
being used are producing the most 
accurate value possible. While this 
may seem like common sense, this is 
not the general practice being exer-
cised in the mortgage industry when 
it comes to AVMs. Hundreds of mil-
lions of times each year, lenders and 
servicers are running AVMs without 

much thought as to the accuracy of the 
reported figures, and this haphazard 
approach is likely costing them more 
than they imagine. 

The following are three of the most 
common ways that AVMs are being 
used by lenders and servicers today: 

1) MORTGAGE PRE-
QUALIFICATIONS

A lot of smart lenders are using 
AVMs in the pre-qualification pro-
cess. As they’re taking a quick, cur-
sory look at borrowers, they’re also 
taking a quick review of a property, to 
see if a deal is worth pursuing. AVMs 
are well-suited for this review. It takes 
just minutes to run an AVM, and if 
the right one is used, the results can 
be surprisingly accurate. However, if 
the AVM is not accurate, lenders are 
likely wasting money and missing 
valuable opportunities. 

If an AVM comes in significantly 
below the property’s actual current 
value, lenders are missing opportuni-
ties in loans that can’t be made. Let’s 
say your average gross profit per loan 
is $4,000; even one lost customer a 
month can amount to nearly $50,000 
in missed opportunities per year. If, 
however, the value comes in too high, 
lenders can invest valuable man-hours 
taking a loan through the process until 
an appraisal reveals that the transac-
tion won’t go. Even at a pay rate of 
$25 per hour, a processor spending a 
mere four hours on a loan that will 
never fund is costing the company 
$100 on lost labor.

This situation might be under-
standable if an AVM returns a value 
of $200,000 and an appraisal comes 
in at $194,000, and it’s just enough 
to kill the deal. In cases like these, 

hopefully the loan officer informs the 
borrower that the value is tight and 
may not come in as needed. If, on the 
other hand, the appraised value comes 
in at $186,000, and there was clearly 
no reason to even run a full appraisal, 
chances are, you’re going to have a 

very upset borrower on your hands. 
Incidentally, in case you’re wonder-
ing, yes, there is a way to make sure 
that you have significantly fewer of 
those $200,000/$186,000 scenarios. 
That is absolutely within a lender’s 
control.  I’ll get to the details of how 
in a moment. 
THE COST OF LOSING TRUST

Back to the $200,000/$186,00 
situation. There’s a more significant, 
long-term financial issue at hand here. 
Borrowers traditionally cover the cost 
of the appraisal, which is roughly 
$350 for the average non-FHA loan. 
From what I hear, borrowers don’t 
take very kindly to paying fees for a 
loan that has no possibility of being 
funded. While this is important for 
any lender to remember, credit unions, 
being the member-driven organiza-
tions that they are, might want to be 
particularly attuned to this. 

There have been numerous stud-
ies of the costs of losing trust, and 
consequently losing a customer who 
feels he or she has been wronged.  
Anecdotal evidence shows that a dis-
gruntled customer will tell between 
eight and 16 people, with 10 percent 
telling more than 20. When you fac-
tor in the ease of communication and 
the viral nature of social media, the 
number increases exponentially. Even 
if they tell no one, 9 out of 10 unhappy 
customers will never purchase goods 
and services from you again. Not a 

good consequence when, according to 
Gartner Research, the cost of acquir-
ing a customer is five times the rate of 
retaining existing ones.  
2) HOME EQUITY LENDING

There are two ways that lenders 
use AVMs with home equity lending. 

When financial decisions are being made based on a 
reported dollar value, businesses need to ensure that  

the evaluation tools being used are producing the  
most accurate value possible.
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The first is to value the property for a 
home equity loan or line of credit. The 
second is to evaluate the line after it 
has been issued to determine whether 
or not the property has enough value to 
support it. In other words, lenders often 
determine whether or not to increase, 
decrease or shut down a line of credit 
based on the borrower’s home equity.  

Home equity lending requires that 
an evaluation must include a physical 
inspection of the subject property, but 
it does not require a full appraisal, so 
a lot of lenders opt to use AVMs in 
conjunction with a property inspection 
report. As with mortgage pre-qualifi-
cations, lenders can lose home equity 
business when they use AVMs that er-
roneously under-report the true value 
of a property. That can add up to losing 
literally thousands of dollars each year 
over the course of several years, since 
home equity lending brings a steady in-
come stream for lenders. With variable 
rates that range from three or four per-
cent to 11 or more percent, and a loan 
amount of $100,000, the lender stands 
to lose $2,000 to $10,000 or more each 
year, over the course of years, for ev-
ery lost customer. Lose one customer a 
month and that number can jump up to 
$100,000 or more each year. 

If the lender is using AVMs to evalu-
ate its home equity portfolio, and that 
AVM erroneously over-values proper-
ties, that lender is at risk of losing the 
additional income generated by higher 
interest rates charged to borrowers for 
higher loan to value ratios. However, 
if an AVM erroneously under-values 
properties and the lender reduces or 

revokes a credit line, it could be losing 
out on the additional income from the 
increased line. What’s more, if a lender 
was negligent in selecting the AVM, 
and revoked a line without just cause 
— meaning it can’t prove how and why 
an AVM was deemed suitable — it puts 
itself at risk of not only noncompli-
ance, but also litigation.    
A PUBLIC RELATIONS 
NIGHTMARE

According to numerous news sourc-
es, including CBS, Bloomberg, ABC, 
and the Los Angeles Times, at least two 
of the country’s top lenders have been 
named in class action lawsuits for ille-
gally freezing borrowers’ home equity 
lines, which according to some sources 
essentially violates part of the banks’ 
agreement for the bailout. Plaintiffs’ 
attorneys cite numerous experts who 
have stated that erroneous AVMs are at 
the root of the allegedly illegal actions. 

While I am not here to deem an or-
ganization guilty or not guilty, I would 
like to point out the repercussions of 
this type of debacle. In addition to 
the hundreds of thousands of dollars 
in legal costs of defending a class ac-
tion lawsuit, and the tens—if not hun-
dreds—of millions of dollars a settle-
ment could cost, there is the issue of the 

public relations nightmare that follows 
a disaster like this. While the big banks 
have legal teams and large PR firms 
to handle these types of issues, small 
shops, midsize lenders, community 
banks and credit unions do not. A class 
action lawsuit may or may not drag a 
lender into failure. At the very least, it 
can play a major role in the shortened 

lifespan and immediate profitability of 
an organization. 
3) PORTFOLIO ANALYSIS  

Lenders and servicers are required 
by law to analyze their portfolios at 
least once per year. Most servicers 
conduct this analysis every six months, 
and most use AVMs for this type of 
analysis because they’re so cost- and 
time-efficient. However, there’s more 
to the story. Any business entity with 
a servicing portfolio is required by law 
to hold back anywhere from 20 to 50 
– or in the case of home equity loans, 
100 – percent of the value of their port-
folios in liquid reserves. That figure is 
traditionally based on values derived 
from AVMs.

If a company values its portfolio too 
high, it is unnecessarily tying up valu-
able liquidity. To put a dollar figure on 
this, let’s say that the AVM you’re using 
returns values that are, on average, 15 
percent higher than the properties’ ac-
tual value. For a portfolio valued at $50 
million, you could be tying up an ad-
ditional $7.5 million of funds that you 
are perfectly entitled to keep liquid. On 
the flip side of that coin, if the AVMs 
you’ve selected undervalue the proper-
ties in your portfolio, you are exposing 
yourself to the fees and fines associated 
with violating Basel III requirements. 
Portfolio analysis is a fine line with po-
tentially severe financial consequences 
on either side. Your AVMs’ accuracy 
can tip the scale one way or the other, 
to the tune of anywhere from thousands 
to millions of dollars. 
ACCURACY TESTING PITFALLS 

As these dollar figures indicate, it’s 
critical to use the most suitable AVM if 
you want to reduce loss, maximize rev-
enue and maintain existing customers. 
Most lenders and servicers do some 
type of accuracy testing, but chances 
are, they’re not using the most cost ef-
ficient means.

Some companies put AVM selection 
in the hands of the individual ordering 
the AVM. That’s not a good idea, be-
cause it’s virtually impossible for a hu-
man to be able to analyze AVMs well 
enough to rank each AVM sufficiently 
to build the most suitable cascade for 
a property. Others rely on their AVM 
providers to advise them in building 

As these dollar figures indicate, 
it’s critical to use the most suitable 
AVM if you want to reduce loss, 
maximize revenue and maintain 
existing customers.
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their cascades, which is probably a 
slightly better solution, unless your 
AVM provider has an interest in one 
or more of the solutions it provides. 
Still others opt to use analysis com-
panies that conduct in-depth research 
and accuracy testing for each of the 
AVMs that the lender or servicer uses. 
While this is certainly a better option 
than a staff member or AVM provider, 
it can be expensive and time con-
suming. These reports cost $50,000 
to $60,000 a piece and are generally 
done quarterly, which brings the an-
nual cost to $200,000 to $240,000 or 
more per year. And because they’re 
generally produced by actual humans, 
you can expect a wait time of roughly 
six weeks.  

Your best choice is to use a technol-
ogy designed specifically to be flexible 
in determining AVM suitability, like 
Platinum’s OptiVal, which can deter-
mine the most suitable AVM cascade 
in minutes. Whichever technology 
you choose, make sure to use a flex-
ible technology, one that can factor 
in risk factors like loan to value, type 
of transaction, and borrower’s credit 
score. Each AVM is going to function 
differently for different properties.  
There’s no such thing as a one size 
fits all AVM. The difference between 

using the most suitable AVM and the 
least could be vast, as can the differ-
ence between using the most and least 
suitable appraiser. An appraiser that 
specializes in Des Moines properties 
couldn’t produce an accurate value for 
a property in Brooklyn the way one 
who specializes in the area could.  
STOP THE LOSS

It’s easy to underestimate the role 
that AVMs can play in a company’s 
profits and loss. With their low cost and 
speed, a lot of folks jump to the conclu-
sion that AVMs couldn’t possibly have 
much impact on the bottom line. But 
they can and they do. It’s time to get 
out of the dark. AVMs are the mortgage 
industry’s most commonly used collat-
eral valuation tools, bar none. But, used 
improperly, AVMs can do more harm 
than good. In fact, I believe AVMs are 
slowly, methodically draining profits 
for virtually every lender and servicer 

in our industry, to the tune of thousands 
of dollars each year. And that’s simply 
because lenders and servicers have a 
haphazard approach to AVM suitability 
and selection.   

Accuracy certainly matters when 
using AVMs. In the mortgage indus-
try, virtually every lending decision is 
hinged on collateral value. We can’t 
fool ourselves into thinking there are 
any cases where accuracy is not an 
issue, when in fact, inaccurate AVMs 
can lead to losses as subtle as missed 
opportunities or as dramatic as compli-
ance violations, lawsuits and tied up 
liquidity.  Public relations disasters and 
reputational risk are harder to measure, 
but can end up being extremely expen-
sive for lenders and servicers. 

It’s time to stop the loss and start tak-
ing AVMs seriously. Unless of course, 
your organization has tens of thousands 
of dollars to waste each year.  
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Do You Know How to Cut Through the
Challenges Limi  ng Your Business?

If you listened to Lykken on Lending, you would!
Lykken on Lending is a weekly, 60-minute radio program hosted by David Lykken – 
mortgage veteran of nearly 40 years, along with regular guests Alice Alvey – President 
of Mortgage-U.com, Joe Farr – of MBSquoteline.com and Andy Schell a.k.a. “The Pro t 
Doctor” - Managing Partner of MBS.

Covering Topics from Main Street 
to Wall Street and Capitol Hill

Listen LIVE Coast to Coast
Mondays at 1:00pm Eastern/10:00am Paci c, 

or dial in and listen at (646) 716-4972 or (877) 666-9318

Download the Podcasts of previous episodes any  me at
h  p://www.LykkenOnLending.com

Presented by:

Mortgage Banking Solu  ons Can Help You With:
Strategic Direc  on
• Loan Produc  on Strategies
• Marke  ng / Social Media
• Business /Growth Strategie
• Branch Expansion 

Agency Approval Support
• Ginnie Mae
• Fannie Mae/Freddie Mac
• Becoming Opera  onal

Mergers & Acquisi  ons
• Buy, Sell or Hold
• Company Valua  on
• Due Diligence

Financial Strategies
• LO Compensa  on Strategies
• Strategies to Increase Capital
• Hedge Model Valida  on
• Accoun  ng/Bookkeeping Support

Opera  onal Reviews
• Best Prac  ces Assessment
• Produc  vity & Pro tability 
• Warehouse Lending Audits 

Bank-Owned Mtg Opera  ons
• Create/Expand Mtg Pla  orm
• Cross-Sale/Customer Reten  on
• Regulatory Compliance/Audits

h  p://www.mbs-team.com · (512) 977-9900 · sales@mbs-team.com


