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The State of Recovery

The economy will continue on a steady path to recovery in 2014 – with lending a noticeable bright 
spot – but the mounting burden of compliance will challenge growth and innovation at financial 
institutions. That’s the consensus from the 2014 Fiserv Boardroom Series Outlook Survey, a poll 

of Boardroom Series members that included responses from more than 900 senior level leaders at banks, 
credit unions and other financial institutions. 

More than 46 percent of respondents were somewhat optimistic for the overall economy in 2014, with 
another 42 percent expecting the year to play out about the same as 2013. Only 9 percent were somewhat 
or very pessimistic, signaling that, in the opinions of a majority of surveyed financial professionals, the 
worst of the economic malaise is over. 

Recurring macro themes in the survey comments provided by participants were focused on: dysfunction 
in Washington, D.C., persistent long-term unemployment, uncertainty from Fed policies and the potential 
for a stock market correction. However, many participants cited more positive fundamentals, such as 
strengthening home prices, and institution-specific metrics like increased mortgage and auto lending that 
have shown increased consumer confidence in their markets. 

Virginia Heyburn, vice president for Insights and Advocacy at Fiserv, says these findings, together with 
broadly positive indicators from the FDIC Quarterly Banking Report and other sources, are confirmation 
that financial institutions are feeling better about prospects for the future.

“Much of the distress has worked its way out of the banking system, and [financial professionals] can 
finally look forward instead of in the rearview mirror,” says Heyburn. “Banks and credit unions have done 
a remarkable job of cleaning up their balance sheets. Institutions are more nimble and efficient than they 
were six years ago when the crisis hit, so they’re in a much more advantageous position to leap forward 
to start growing.”

And where do financial services executives see opportunities for growth? It depends on asset size. For 
institutions with less than $1 billion in assets, Consumer Lending was rated highest, followed closely 
by Consumer Banking. For institutions with $1 billion or more in assets, corporate and small business 
customers are seen as most important to growth: Business/Corporate Lending was rated first, followed by 
Corporate/Small Business Banking. 

With loan-to-deposit ratios still substantially off pre-crisis levels, Heyburn says it’s no surprise that 
financial institutions are prioritizing lending. However, the data also indicate the need to grow across all 
categories. 

In terms of technology investments, Lending, Compliance, and Mobile/Tablet and Online Channels 
were rated as the most anticipated for institutions. When segmented for asset size, Lending was slightly 
less important for larger institutions, while CRM and Integration/Technology Infrastructure were rated as 
higher priorities. For institutions with less than $1 billion in assets, Core Banking was a higher technology 
priority than at larger institutions.  

EDITOR’S NOTES
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Recovery Tips

A great deal has been written lately on 
how Fannie Mae and Freddie Mac 
have somehow been transformed into 

profitable entities. Of course, it is not all that 
difficult to turn a profit when you have almost 
no competition – we are still in a Godot-style 
wait for something resembling the return of 
the private-label securitization market, which 
allows the government-sponsored enterprises 
(GSEs) to enjoy dominant control of the sec-
ondary market. 

And, lest we forget, our friends at the Fed 
became the most enthusiastic buyers of mort-
gage-backed securities during the QE-Years, 
thus ensuring an endless demand for the GSEs’ 
output. With these circumstances, how could 
Fannie and Freddie fail again?

But now that the GSEs are supposedly 
profitable (and I use the word “supposedly” 
simply because of the unusual circumstances 
surrounding their new wash in black ink), 
the obvious question is what happens next to 
Fannie and Freddie. At the moment, there is no 
answer. But that’s no surprise, because there’s 
been no answer since the GSEs were placed in 
federal conservatorship in September 2008.

GSE reform was never a priority of the 
Obama administration during its first term. 
Following the president’s re-election in 2012, 
the White House belatedly began to acknowl-
edge the problem existed. The fact that the 
GSEs’ regulatory agency was run by an interim 
director for four-and-a-half years is a sorry 
statement of what little interest the president 
invested in the subject.

Across the aisle, the Capitol Hill Republicans 
wanted to include GSE reform in the Dodd-
Frank Act, but they were outmaneuvered by 
the Democrats that ran Congress back when 
that legislation was being addressed. The sub-
ject occasionally percolated in the Republican-
controlled House of Representatives in the 
years since the Democrats lost control of that 

congressional chamber, but the GOP’s obses-
sion with destroying Obamacare ensured the 
subject would have a comfortable home on the 
political back burner.

There was some glimmer of hope that this 
year might see a rare state of bipartisan coop-
eration in solving the dilemma of what to do 
with the GSEs, but that seems to have faded 
away. With election year campaigns aiming a 

wealth of somewhat more provocative issues, 
ranging from the lack of jobs to the acceptance 
of same-sex marriages, it would seem that 
politicians and the people that vote for them 
have little interest in wondering about Fannie 
and Freddie.

One possible solution is to follow the wis-
dom of a beloved old saying: if it ain’t broke, 
don’t fix it. By maintaining the status quo and 
keeping Fannie and Freddie in permanent con-
servatorship, the federal government would 
enjoy a decent profit stream via the GSEs.

In this scenario, the various legal and po-
litical squabbles that would inevitably arise in 

Fannie and Freddie: Act Two?
Now that the GSEs are supposedly profitable, the obvious 
question is what happens next to Fannie and Freddie.

By Phil Hall

The fact that the GSEs’ 
regulatory agency was run 
by an interim director for 
four-and-a-half years is 
a sorry statement of what 
little interest the president 
invested in the subject.
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winding down or reinventing these entities would 
never have a chance to take root. And in any event, 
it doesn’t appear that anyone is eager for change. 
There is no public or media clamoring for an im-

mediate solution to this situation, and Wall Street 
and the nation’s largest banks are too busy making 
record profits to give a hoot about reinventing the 
secondary market. 

Of course, this is the ultimate cop-out. Keeping 
Fannie and Freddie in indefinite conservatorship 
will ensure a permanent nationalization of the 
housing finance industry – which is not exactly the 
way a capitalist economy is supposed to function. 
There is also the question of what happens when 
the housing market starts to go into decline again – 
a question of “when,” not “if” – not to mention the 
fun that will ensue once the Fed finally gets serious 
about tapering. Can the GSEs continue to be profit-
able if their pillars of support begin to crack and 
crumble?

On January 29, following the president’s State of 
the Union address, Mortgage Bankers Association 
President and CEO David H. Stevens saw an op-
portunity for action to finally take place. “We be-

lieve that the time is now for Washington to take a 
more active role in housing reform,” he said. “Be it 
through legislation as President Obama suggested, 
or others measures that don’t require congressional 
action, strengthening the real estate finance system 
is good for borrowers and will only improve our 
recovering economy.”

That was back in January. Here we are in April 
and the curtain is nowhere near rising for the next 
act in the GSE drama. Quite frankly, I don’t think 
it will be worth the bother to wait for anything to 
happen. Outside of another catastrophe that will 
require an extraordinary response, I would be will-
ing to wager that Fannie and Freddie will remain 
in conservatorship for at least another decade, and 
possibly longer. Chalk one up for the status quo. 

One possible solution is to follow the wisdom of 
a beloved old saying: if it ain’t broke, don’t fix it.

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. Now he is a regular contributor to PROGRESS in Lending. Also, as you will discover, he is not shy 
about stating his views.

Follow Us On Twitter @engageprogress
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Your Voice

There are many traits that contribute to 
becoming a successful leader. If there 
is one characteristic, though, that plays 

the prominent role in making a leader more ef-
fective, it is probably confidence. When you 
believe in yourself, other people tend to be-
lieve in you as well. On the other hand, if you 
don’t believe in yourself, how can you expect 
others to believe in you? Confidence signals to 
others that you are someone worth following.

I hardly need to sell you on the impor-

tance of confidence in leadership. You prob-
ably already know that developing a sense of 
confidence will be good for both your career 
and your company. The question, then, isn’t, 
“Should I be more confident?” The question 
is, “How can I be more confident?”

There is no confidence pill. You can’t 
snap your fingers and suddenly be confident. 
Sure, you can pretend, but eventually faking 
it will catch up to you. Real confidence--true 
assurance in your ability to get things done—
takes some nurturing. There are a few things, 

however, that you can do to help it along. Here 
are some suggestions...

First, instilling a sense of confidence in 
yourself requires a dose of good old-fashioned 
positive thinking. Sometimes, as hard-nosed 
business people, we tend to scoff at anything 
that reeks of “self-help.” We just want the 
data—not the fluffy gobbledygook. But, as 
cynical as we may sometimes be toward inspi-
rational messaging, we are in the end human 
beings--and we need the encouragement. As 
the age-old saying goes, “Garbage in; garbage 
out.” What kind of content are you taking in? 
Are you absorbing negative material? Or, are 
you reading, listening to, and watching con-
tent that encourages you? You may not be 
able to snap your fingers and become more 
confident, but you can turn the page, adjust 
the dial, and push the button to become more 
confident. That is, you can decide what you’re 
reading in books, listening to on the radio, and 
watching on television. You choose the tone 
of the content that you take in. If you want to 
become more confident, expose yourself to 
positive messaging.

Second, you can become more confident by 
becoming more informed. As a leader in your 
organization, you will need to make many 
decisions. How can you make those decisions 
with confidence? By understanding the issues 
surrounding those decisions. Are you keep-
ing up on the news and trends in the indus-
try? Are you paying attention? As the saying 
goes, “Knowledge is power.” If you can be 
sure your decisions are informed decisions, 
you’ll be much more likely to make them with 
confidence.

One last suggestion might be to surround 
yourself with the right people. As a leader, you 
will likely do a lot of delegating. That is, you 
will rely on other people to do the work for 
which you are held accountable. If you want 

Be A Confident Leader
If there is one characteristic, though, that plays the prominent 
role in making a leader more effective, it is probably confidence.

By David Lykken

You can become more 
confident by becoming 
more informed. As a 
leader in your organization, 
you will need to make 
many decisions.
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to be more confident, you will hire people who can 
get the job done. Surround yourself with a team you 
can rely on. Competence breeds confidence.

In the end, confidence isn’t a single choice. It’s 

a result of the many choices you’ve already made. 
“The best time to plant a tree is twenty years ago,” 
it has been said, “but the second best time is now.” 
Start investing in your confidence today.  

David Lykken has garnered a national reputation as a visionary, entrepreneur and business leader within 
the mortgage industry. He has also become a regular guest on the FOX Business News with Neil Cavuto, 
Stuart Varney, Liz Claman, Dave Asman and others. Additionally, David has his own national weekly radio 
program called “Lykken On Lending” that can be heard each Monday at Noon Central time by going to 
www.LykkenOnLending.com. As co-founder and Managing Partner of KLS Consulting doing business as 
Mortgage Banking Solutions, David Lykken has over 37 years of management experience as an owner/
operator with in depth expertise in real estate finance and housing.
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One last suggestion might be to surround yourself 
with the right people. As a leader, you will likely do 

a lot of delegating.

Follow Us On Twitter @engageprogress

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

Get your free subscription at progressinlending.com/signup
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MARKET PULSE

Increase Your Name Recognition

The goal is to get your 
content everywhere. 
Don’t you want ev-

eryone to know who you are? 
Marketers can increase their 
content’s chances of going viral 
by making sure it includes the 
six drivers of contagious con-
tent: social currency, triggers, 
emotion, observability, practi-
cal value, and storytelling.

For example, emotions 
play an enormous role in viral 
content.

“People are more likely to 
share some content over others 
because the arousal—whether 
it be anger, awe, or humor—
evokes us to pass it on,” ac-
cording to the following info-
graphic by WhoIsHosting This.

Practical value, too, increases 
the shareability of content, ac-
cording to WhoIsHostingThis: 
“The more useful a piece of 
information is, the more it will 
be shared on social media.”

Moreover, the peer popu-
larity of an idea can boost its 
shareability. People like to 
share content that casts them 
in a good light or makes them 
look like someone in the know.

To learn more about the six 
features of viral content and the 
psychology of viral psychol-
ogy, check out the following 
infographic.

MORE
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Process Improvement

There’s always a hot topic that everyone is 
talking about. These days one of those hot topics 
is mobile technology. But what will truly hap-
pen with mobile technology this year? Forrester 
Research suggests that companies will need to 
re-engineer their processes, platforms, and orga-
nizations to accommodate the new business envi-
ronment. In 2014:

>> The intersection of mobile with the physical 
world will emerge as a top priority. Those profes-
sionals who are successful in their use of mobile 
will use it to enhance or transform existing cus-
tomer experiences within physical spaces. Mobile 
brings the Internet to the physical world and en-
hances, rather than displaces, other media. For ex-
ample, customers are bringing Internet prices and 
promotions into physical retail locations. In the 
past, many retailers ran their store operations and 
online businesses separately. While they operated 
some elements consistently, product selection, 
pricing, and promotions often vary across chan-
nels. These silos become harder to maintain due 
to the colocation of the channels.

Action: Expand the role that mobile plays 
throughout the organization. Mobile is changing 
your business — not just your digital business. If 
you haven’t already, it’s time for you, as a mar-
keting leader, to take mobile to the rest of your 
organization. Prioritize your efforts based on the 
impact both on customers and on your business. 
Mobile teams are often a subset of digital teams 
with digital goals (e.g., online revenue or number 
of visits). Work with cross-functional teams to 
understand and plan for how mobile can improve 
customer and employee processes by enhancing 
in-store, in-airport, and on-premises experiences. 
You must make sure the brand experience is con-
sistent and relevant across all touchpoints. As 
Johanna Marcus, Sephora’s director of mobile and 
digital store marketing, summed it up: “The big 
thing is not to think of mobile as just shopping on 
the go. Mobile is a tool for in-store. It’s a tool for 
research and consideration.”

>> Competitive advantage in mobile will shift 

from experience design to big data and analytics. 
Most companies have focused on designing the 
first version of their apps and mobile websites. 
Few are delivering the differentiated experiences 
that are possible with smart apps connected to 
customer relationship management (CRM) and IT 
systems. Mobile has the ability to transform your 
business but only if you can engage your con-
sumers in their exact moment of need, or mobile 
moment, with the right services, content, or infor-
mation. In 2014, companies will release refreshed 
mobile apps, gather data from usage, develop 
insights, and then use those insights both to create 
relevance for their customers and to improve upon 

mobile services, from core apps to messaging.
Action: Leverage analytics to engage consum-

ers in their mobile moments. Companies are iter-
ating on apps based on a perception of customer 
needs or keeping pace with a competitor rather 
than on analytics, including A/B testing. Only 
49% of interactive marketing professionals sur-
veyed in 2013 used mobile analytics. Mobile is 
transformative but only if you can engage your 
consumers in their exact moment of need, which 
we refer to as a “mobile moment,” with the right 
services, content, or information. Not only do you 
need to understand their context (e.g., situation, 
preferences, or emotions) in that moment but you 
also need insights gleaned from data over time 
to know how to best serve them in that moment. 

Mobile Trends To Watch
Everyone in the mortgage space is talking about mobile 
technology, but nobody knows how to use it properly.

By Tony Garritano

Expand the role that 
mobile plays throughout 
the organization. Mobile is 
changing your business — 
not just your digital business.
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Understanding when and where people want to 
interact with your brand and the actions they want 
to take within your app can drastically help you de-
liver an optimized experience. Combining real-time 
analytics with push notifications or in app messages 
can be even more powerful to deliver contextualized 
experiences.

>> Mobile contextual data will offer deep cus-
tomer insights — beyond mobile. Companies will 
move beyond using mobile analytics to understand 
consumers in digital environments to understand 

them in physical environments as well. Mobile is a 
key driver of big data. Two billion smartphones gen-
erate raw data from onboard accelerometers, cam-
eras, and GPS chipsets. Attachments and wearables 
generate even more. Information layered on top of 
this data, such as location, creates phenomenal in-
sights about a customer’s environment. Doctors in 
Africa are linking malaria medication supplies to 
location while Waze Mobile determines congestion 
on roads. This combination of information opens up 
the opportunity to anticipate their needs à la Google 
Now, predicting future behaviors of consumers via 
powerful algorithms bridging offline and online 
behaviors, external open data, and third-party data 
sources.

Action: Evaluate mobile’s impact on other chan-
nels. Mobile’s value as a marketing tool will be mea-
sured by more than just the effectiveness of market-
ing to people on mobile websites or apps. Retrieving 
more-granular mobile data can help you analyze 
the value of investing in offline marketing efforts at 
specific locations. In 2014, you must use this data 
to enrich what you know about specific customer 
segments to better target them via other marketing 
tactics, both online and off. For example, the U.S. 
fashion brand Kate Spade partnered with eBay to 

develop a solution, leveraging mobile engagement 
data to decide where to open a new flagship store.

>> Audience size in Asia will elevate the re-
gion’s role in mobile services innovation. During 
2014, China will pass the 500 million smartphones 
mark — almost as many smartphones as the U.S. 
and Western Europe combined. Moreover, like most 
Southeast Asian and emerging countries, China 
doesn’t have the established infrastructure within 
the enterprise that chains too many companies to 
their legacy policies, processes, or platforms. The 
combined newness of the Internet and mobile makes 
everyone an entrepreneur. All of these elements tak-
en together will enable businesses in China — and, 
to a lesser extent, in India — to learn more quickly 
what customers want and to evolve their services 
faster to meet those desires.

Action: Look at Asia to learn how to combine 
scale and innovation. Even if you’re not a global 
brand investing in the region, you should care 
about the likes of Jingdong (JD.com), QQ, QZone, 
Taobao.com, WeChat, and Weibo to learn from 
more-saturated markets and anticipate the impact 
of mobile on business. These markets give you the 
opportunity to test out new campaigns and tactics 
on a larger scale with fewer enterprise technology 
hurdles, allowing you to quickly learn and iterate. 
Chinese consumers, for example, are the highest 
adopters in the world for mobile couponing, which 
gives you a unique opportunity to test a tactic that 
would likely fall flat in Western markets. Atul Satija, 
InMobi’s VP and managing director for Japan and 
Asia-Pacific, told us, “We see much more appetite 
for rich media mobile campaigns in India than in the 
more mature Japanese market.”

>> Mobile will sit at the epicenter of mind-
blowing exit events. The kernels of activity we saw 
in 2013 around mobile transactions will explode in 
2014. Those media companies that can’t build au-
diences fast enough to capture spend of the Global 
1000 will also look to acquisitions (think $3B for 
Snapchat). What is mind-blowing is that neither 
Snapchat nor Instagram had a revenue stream when 
the bid or acquisition was announced. In 2014, mo-
bile companies with real revenue streams will go 
public.

Action: Define a plan to hire mobile talent and 
technology expertise. As a marketer, acquiring a 
whole company just for its mobile marketing talent 
will be cost prohibitive, but you must have a plan 
for how you’ll staff up to support your company’s 
long-term strategic shift to mobile. 
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Mobile’s value as a 
marketing tool will be 
measured by more than 
just the effectiveness of 
marketing to people on 
mobile websites or apps.

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

In the introduction of her book, Design 
Works, Heather Fraser describes the early days 
of design thinking. “In the summer of 2004, 
a team gathered in the Dean’s conference 
room at the Rotman School of Management 
to explore a game-changing opportunity for 
education and industry. In the room were Roger 
Martin, visionary Dean of the Rotman School 
of Management at University of Toronto; 
David Kelley, co-founder of innovation con-
sultancy IDEO, who later went on to establish 
Stanford’s d.school; Patrick Whitney, now 
Dean of the Institute of Design at the Illinois 
Institute of Technology; and Heather Fraser, 
a career-long business innovator who had just 

joined Roger Martin in his quest to transform 
business education. Their goal was “to fuse to-
gether the complementary pieces of the puzzle 
provided by design education and business 
education in order to create the discipline of 
Business Design. Together and independently, 
these academic institutions would become part-
ners with leading companies to enhance and 
transform the ways in which they compete.” 
Currently, Heather Fraser is Co-Founder and 
Executive Director of Rotman Design Works 
and adjunct professor at the Rotman School of 
Management, University of Toronto. 

In the foreword of her book, Roger Martin, 
stated, “It is pretty clear that in the twenty-first 
century many organizations are moving beyond 

analytics. These companies have come to real-
ize that more analysis generally means more 
of the same – at a time when they are longing 
for something different. Often something dif-
ferent means being more like the companies 
that are the very best in their industries. As 
Heather Fraser says in her book: “If a big idea 
isn’t translated into a clear strategy to guide 
your efforts and investments, it may never be 
realized.” Conversely, if the focus is entirely 
on traditional processes – on what is currently 
doable and provable – then nothing creative 
will influence the business strategy. A balance 
is required.”

“This is where Business Design comes in. 
Its origin lies in the challenges that Proctor & 
Gamble faced in 2005. In 2001 the company 
started investing heavily in design initiatives. 
After several years of effort, it was clear that 
design needed to be utilized throughout the 
organization. They turned to Roger Martin. 
The framework they created for bringing about 
that integration was the 3 Gears of Business 
Design.” Following is the definition from the 
book. 

Gear 1: Empathy & Deep Human 
Understanding – What’s the opportunity? 
Business Design starts with a deep and mean-
ingful understanding of the people who matter 
and what matters to them. Stakeholder mapping 
and ethnographic techniques for need-finding 
process leads to a valuable reframe of the op-
portunity to better serve unmet needs.

For some time the mortgage loan origina-
tion process has been a mystery to the majority 
of borrowers. Is it because at one point it was 
probably an once-in-a-lifetime event? Or is it 
because it possibly occurs many times today 
due to a family’s mobility created by job op-
portunities or the desire to upgrade/downgrade 
their residence? Maybe some of the confusion 
is caused by the plethora of complex loan prod-
ucts? Whatever the reason, the industry needs 

Innovation 101 
How can you innovate? You open new paths to innovation by 
changing the way you think.

By Roger Gudobba

Rather than select Option A 
or Option B, organizations 
are building Option C that 
will contain elements of each, 
but will be superior to both. 
In short, design thinking 
converts need into demand.
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to take a step back and look at the process from a 
borrower’s perspective. We need to think: What can 
we do to help the 
borrower become 
more attuned and 
informative? 

Gear 2: Concept 
Visualization – 
What’s the break-
through solution? 
Generating break-
through ideas calls 
for open exploration 
of new possibilities, 
including those that 
are outside your cur-
rent set of consider-
ations. Visualizing 
a richer and more 
distinct customer experience through iterative proto-
typing methods and co-creation with users; results in 
a powerful and concrete refresh of your vision.

Certainly the work of the Consumer Financial 
Protection Bureau (CFPB) in analyzing the confu-
sion and concerns from consumers and collaborating 
with lenders and technology vendors in creating the 
new disclosures could be considered a breakthrough 
solution. When I think of the mortgage industry this 
quote comes to mind: “Existing processes tend to en-

sure that the organization keeps doing the same thing 
that it has been doing all along.” – Roger Martin. I 
think we as an industry need to think: What more can 
we do different and better today?

Gear 3: Strategic Business Design – What’s the 
strategy to deliver and win? Gear 3 is an essential 
extension of the innovation process – defining your 
strategy to make big ideas valuable and viable to 
both the market and to the enterprise. Visualization 
and system-mapping techniques equip you to design 
a winning strategy for all stakeholders and refocus 

your enterprise resources to set you on a path for 
long-term, market-inspired value-creation.

In the mortgage 
industry we have 
used documents to 
drive and control the 
process. The collec-
tion and management 
of information from 
the Residential Loan 
Application to the 
Verifications to the 
Settlement Statement 
has dictated the flow. 
The work at MISMO 
has standardized 
the definition and 
exchange of informa-
tion, but the process 

has not significantly changed for decades. Is it time 
to consider a whole new approach to the mortgage 
process? 

Business Design is best practiced collaboratively 
across disciplines – having many sharp minds on the 
project, working openly and iteratively through ev-
ery gear, and using the most appropriate tools to get 
the most out of each gear.

The flyleaf in the book states it best “Design 
Works uses compelling case studies and inspiring 
interviews to show how high-profile international 
organizations are strategically using the principles 
of design thinking to their advantage. You will learn 
how to:

• Foster a stronger “human” focus and sensitiv-
ity within your organization.

• Harness your team’s collective ingenuity to 
get bigger ideas faster without compromising 
analytical business rigor.

• Engage your organization in a common ambi-
tion that allows you to create alignment and 
build traction in achieving important goals in 
a strategically focused manner.”

What am I trying to get at when I share this with 
all of you? I realize that some of these concepts 
may be high-minded and conceptual, but I believe 
that’s where innovation starts. If you never dare to 
think differently. I worry that the mortgage indus-
try is too caught up in the same-old/same-old. That 
philosophy never works in my opinion. Hopefully, 
this series of articles have prompted you to reflect on 
your organization, your product or solution and your 
people. We all need some quiet time to daydream.  

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 modern enterprise needs 
to be dynamic, adaptive and 
market driven to navigate 
the choppy waters of the 
present environment while 
simultaneously creating value for 
the future, says Heather Fraser.
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I recently read an article entitled “Why the 
Best Marketing Teams Embrace Process” by 
Wade Foster that’s worth sharing. In the article 
he talks about how marketing experts love to 
create new ideas and concepts, but many have 
difficulty creating on demand. As a result, he 
contends that the best marketing teams embrace 
process as a way to continually execute great 
marketing campaigns. Here’s what he means:
THE SCIENCE BEHIND PROCESS

Process has been around for a long time. 
Perhaps the most popular, modern example 
of using process effectively to drive results in 
business comes from Toyota in the 20th cen-
tury. Under the guidance of American statistician 
William Edwards Deming, Toyota transformed 
the way its manufacturing facilities built cars. 
This system is what led to Toyota’s dominance in 
car markets and even put American car compa-
nies in severe jeopardy in the late 2000s.

So what was the key to Toyota’s success? Now 
popularly referenced as “The Toyota Way,” the 
company focused on continuous improvement. 
While the end result was certainly important, 
it knew that following the right process would 
produce the right results. With that in mind, the 
company’s management focused on measuring 
its process as closely as possible.

Some key points that drove The Toyota Way 
include:

• Continuous improvement
• Respect for people
• Belief that the right process will produce 

the right results
• Focus on treating root problems rather 

than symptoms
While this process works well for Toyota, pro-

cess in general isn’t just something for reducing 
costs in a car company. Great process can make 
any department in any company more effective 
— including marketing.
GREAT PROCESS, GREAT COMPANIES, 
AND GREAT MARKETING

To give you an idea of just how certain pro-
cesses can be applied to different parts of mar-
keting, here are a few companies with unique 
processes and how they grow and improve 
through implementing them.

KISSMETRICS’ WEBINAR 
MARKETING PROCESS

Marketing analytics firm KISSmetrics does a 
fantastic job with its content marketing. The rea-
son behind its success with content hasn’t hap-
pened by chance, though. Instead, the company 
uses a very specific webinar marketing process to 
make sure that webinars produce the results it’s 
aiming to achieve. Here are KISSmetrics’ steps 
for putting together a webinar:

CHOOSE THE GOAL OF THE WEBI-
NAR: This could be to increase sales and leads 
or to get some good press for the company.

Identify content that converts: The company 
finds old content that has resulted in the goal 
chosen for the webinar, and then it builds the 
webinar around that goal.

BUILD THE FUNNEL: Typically, this means 
driving traffic to a landing page, getting those 
visitors to register for the webinar, and following 
up with those attendees after the webinar.

REHEARSE AND CONDUCT A PRO-
FESSIONAL WEBINAR: This means doing 
a pre-run of the webinar to ensure everything 
is prepared accordingly and then executing the 
actual webinar.

UPDATE THE WEBINAR LANDING 

Business Strategies
Be A Better Marketer
The social media trend is here to stay, but how do you take 
advantage of this trend to grow your business?

By Michael Hammond

The best marketing teams 
embrace process as a way 
to continually execute great 
marketing campaigns.
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PAGE: Once the webinar ends, the company can 
easily update its landing page to include a record-
ing of the webinar so that its hard work continually 
generates leads in the future.

OPTIMIZE THE PROCESS FOR LEARN-
ING: The company makes sure to track everything 
and learn from the process. That way, it gets better 

each time.
By using this process (and tools like Unbounce), 

KISSmetrics was able to increase its webinar sign-
up conversion rates 40-80%. And the best part of 
KISSmetrics’ method is that everything is reusable 
from webinar to webinar. This means each new 
webinar requires less work since its system dictates 
how the repetitive parts of the process should work.
WORDPRESS, ABOUT.ME, AND 
WEALTHFRONT’S PUBLIC 
RELATIONS PROCESS

How do notable startups, like WordPress, About.
me, and Wealthfront, continue to score big wins 
in the press? Hint: It’s not about a one-off funding 
announcement or product launch. At its simplest 
level, it’s about building a relationship with report-
ers and having a steady drumbeat of story pitches 
that fit the message the company wants to portray.
PANDORA’S PRODUCT 
DEVELOPMENT PROCESS

Content marketing and public relations aren’t 
the only marketing areas that can benefit from pro-
cess. Pandora uses a product prioritization system 
that helps its entire company plan new features. 
Pandora’s product development process got it more 
than 70 million active users with a tiny, but produc-
tive team of 40 engineers.

What’s the secret sauce? Pandora has no long-
term road map. Instead, every 90 days, its manage-
ment team sits down and develops a list of all the 
potential features they’d like to ship that quarter. 
Then, with the help of an internal fake money sys-
tem, the management team is able to narrow the list 
down to just a handful of shippable features that 
will have the biggest impact on the company. Each 
quarter, Pandora rinses, washes, and repeats.

EXPERIMENTING WITH TOOLS 
TO BUILD GREAT PROCESS

Just as important to the management and mar-
keting process you put in place are the tools that 
enable you to work quickly and execute a process 
as a marketer.

A great marketing tool can allow you to build 

a landing page in no time, run A/B tests to figure 
out the best converting page, and send segmented 
e-mails to the right leads based on activity — all 
without having to interact with your programming 
team. Those tools are invaluable as a marketer, be-
cause you can execute on your marketing plan as 
quickly and effectively as possible with little error.

HubSpot customers know they have tools to help 
marketers attract visitors to your website, convert 
those to leads, and then close them as custom-
ers. But they also know it’s important to integrate 
any other tools they’re using with their marketing 
software for a seamless experience. In fact, they re-
cently announced the Zapier-HubSpot partnership.

If you’re unfamiliar with Zapier, it’s a tool that 
makes it easy to connect and integrate hundreds of 
web services in just a few minutes. Zapier is great 
for a marketer because you can easily connect 
HubSpot to any form of software, CRM, project 
management app, or any other tool you might be 
using.

If you’re a HubSpot customer, you can take 
advantage of this right away by logging into your 
HubSpot portal. The ultimate goal of this partner-
ship is to make mutual customers the most produc-
tive they can be by tying together all of the tools 
that they use without ever having to leave HubSpot.

Users can enjoy using HubSpot and Zapier to-
gether to create a process that makes their market-
ing faster and more efficient. And after dedicating 
a little time to implementing your process, you’ll 
be able to save enough time and money to spend 
some more time with your family or take that extra 
vacation you’ve been planning.

So, think about it: How does your marketing 
team go about creating an effective process? 

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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Just as important to the management and marketing process 
you put in place are the tools that enable you to work 

quickly and execute a process as a marketer.
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By Barbara Perino and Rebecca Walzak

Over the past ten years, the mortgage industry has under-
gone the turmoil associated with being a small boat in rough 
water. We are either riding a crest of originations or down in 

a trough of few loans to be found. While this is not that unusual in 
the industry, the frequency of each wave seems to become more 
severe. In the past two years an improving housing market spurred 
a modest recovery in the real estate industry while interest rates 
were low enough to entice borrowers to refinance. As a result, 
loan officers and seasoned underwriters were especially hard to 
find. However, in recent months, mortgage companies have laid 
off hundreds of workers as rising interest rates, diminished refi-
nancing activity and declining delinquencies reduced the need for 
specialized servicing.

Right-Sizing 
the Industry

So what does it mean for a company to be right-sized? How 
can anyone in this industry be confident that they will continue 
to be employed for the long term? 
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As Odell Murry, president of the 
California Mortgage Association 
stated in the Orange County Register 
back in November, “When mortgage 
interest rates creep up even slightly, 
foreclosures and delinquencies go 
down and refinancing demand drops 
accordingly. When demand falls, the 
industry has no choice but to lay off 
people if it is to survive.” Mortgage 
lending is by no means the only 
industry that has experienced these 
ups and downs. In the late 1970s 
and through-out the 1980s numerous 
companies, such as AT&T, had to 
deal with this problem as they strove 
to become “right-sized”. 

So what does it mean for a com-
pany to be right-sized? How can 
anyone in this industry be confident 
that they will continue to be em-
ployed for the long term? Are we 
totally dependent on the rise and fall 
of the economy? Is the economy the 
only cause of these ups and downs 

or is there something else at work 
that is an underlying cause of all the 
layoffs and reductions in force that 
is going on?

Getting right-sized. Wikipedia 
says that right-sizing is a euphemism 
for down-sizing a work force. While 
it may be a down-sizing in some 
sense it is often more focused on 
ensuring that the employees in place 
are doing jobs that need to be done. 
In the 1980s, the advent of tech-
nological processes eliminated the 

need for many manual labor posi-
tions and as a result many companies 
reduced their manual labor force. 
Many others were shifted to new 
positions that required a different 
type of knowledge that was techni-
cal in nature while many companies 
actually created new positions that 
reflected the new reality of how their 
organization produced products and 
services. In other words, a company 
that is ‘right-sized” is one where the 
combination of technology and man 
power result in the production of the 
company’s product and/or service 
in a way that produces a profitable 
organization. 

Drivers of right-sizing: While 
many believe that the economic ups 
and downs is the overall driver of the 
succession hirings and firings that 
we have and continue to experience, 
it may not be so. Without a doubt if 
no one is buying a home or refinanc-
ing their existing property, there 

would be no need for mortgage lend-
ers. Many times this cycle of buying 
and not buying is often blamed on 
interest rate fluctuations. However, 
in the 1980s interest rates were 18% 
or higher and houses continued to be 
bought and sold and mortgages con-
tinued to be made. Surely a move-
ment of interest rates from 3% to 4% 
or 4.5% cannot have driven lenders 
to lay off thousands of people. So 
what then is behind this latest reduc-
tion in force? 

Technology: When looking at past 
experiences we find that when other 
industries went through this process, 
one of the underlying causes was 
the advancement of technology. 
While we have had technology in 
the industry for years could this be 
the underlying cause of the current 
downsizing we are experiencing? 
The technologies we use today are 
much more sophisticated than what 
we had before. While we had various 
origination systems, many of them 
still required that somebody input 
the information manually. Loan of-
ficers often resisted the change from 
partially completing a 1003 and hav-
ing the processor do the rest of the 
work to being responsible for getting 
the information, giving the disclo-
sures and obtaining documentation. 
Now with the loan officers doing 
this on their own, do we really need 
a position called processor?

In the past many underwriters were 
hesitant to rely on the data within the 
system and wanted to have the paper 
to back it up so there was an embed-
ded need for manual validation. It 
also took time and an influx of appli-
cations to convince them that auto-
mated underwriting had some value. 
So if we have little manual labor in 
the underwriting process do we need 
as many underwriters? 

Closers now have electronic com-
munication with closing agents, 
documentation that can be sent 
electronically to be printed out in 
the closing agents’ office as well as 
the electronic transfer of recordation 
information and electronic payment 
coupons. While ensuring the title is 
acceptable and removing exceptions 
to the title policy is still critical, a 
lot of what used to be done manually 
is done electronically. So why do we 
need as many closers?   

In addition, we used to gather all 
that paper. Verifications of employ-
ment, assets, rent, and liabilities 
along with paper credit reports and 
appraisals took lots of man hours 
and clerical staff just to track it. 
Now the information is all sent elec-
tronically. No paper to track or lose 
which ultimately means less staff to 

When looking at past experiences 
we find that when other industries 
went through this process, one of 
the underlying causes was the 
advancement of technology.
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look after it.  
Global Economy: While we may 

want to believe that the U.S. econ-
omy is the influence on whether or 
not interest rates are low or high, 
the reality is that we are now part of 
a global economy. This means that 
private investors around the world 

may or may not be seeking ways 
to improve return on investments. 
Many times, at least in the past, this 
meant investing in mortgage securi-
tizations. We are all aware that many 
of these investors no longer have an 
appetite for this product. This is not 
just that they no longer have faith in 
the mortgage backed security, but it 
also reflects that the global economy 
is also recovering from the Great 
Recession brought on by the poor 
quality products that were produced 
in the 2000s. 

Government Influence: While the 
economy was slow, the Federal Re-
serve stepped in to keep rates low. 
They also helped stabilize the econ-
omy through the purchase of bonds. 
In addition there were various refi-
nance options offered through the 
government to assist “underwater” 
homeowners in getting out from un-
der those onerous mortgages. These 
influences restored some confidence 
in the market and helped deeply de-
pressed markets rebound.  

Of course, government action was 
not all positive, at least in the eyes 
of lenders. The CFPB also stepped 
in to make more regulations and 
require more scrutiny. We are now 
dealing with the issue of Qualified 
Mortgages, Ability to Repay, the cap 

on points and fees and the HPML. 
All of these requirements left lend-
ers vulnerable. So, to ensure their 
compliance to these requirements, 
they have looked to technology for 
assistance. Now these calculations 
are done without the interference or 
assistance of staff. 

Of course, this right-sizing is also 
occurring within industry vendors as 
well. For example, AMCs are being 
impacted for various reasons. One 
of the most visible impacts to them 
and other vendors is the new CFPB 
regulations regarding business af-
filiates. Affiliated relationships are 
being affected primarily if their 
work came solely from a particular 
lender. As a result we are starting to 
see some of these vendors merging 
together or just closing up shop. 

So why didn’t all this downsizing 

happen before? Well, there are sev-
eral answers. The most important is 
that during the time that all of these 
technological advances were occur-
ring, the industry was experiencing 
loan level volumes that it had never 
reached before. Because of the pres-
sure to speed up the overall origi-

nation process, lenders, instead of 
redesigning new technology based 
processes, just used outdated manu-
al processes and patched in the new 
technologies to try and deal with is-
sues and opportunities.  

Now, the high-flying days are 
gone along with the blip in interest 
rates that kept production generat-
ing more revenue. Lenders are faced 
with integrating these new technolo-
gies into their processes and while 
doing so are realizing that they don’t 
need staff in the numbers that they 

While we may want to believe that the U.S. 
economy is the influence on whether or not interest 
rates are low or high, the reality is that we are now 
part of a global economy.
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did before. And in many ways it is 
not that they didn’t on some level 
recognize this before, but when vol-
umes covered the ills of too many 
people, it was not as urgent an issue.  

In addition, technology has not 
stood still and waited for us to 
catch up. The technologists have 
developed new methodologies and 
programs to cover the necessary 
manual overrides and stopgaps that 
were found previously in the indus-
try’s technology programs. So, now 
we are faced with figuring out what 
we can accomplish with this tech-
nology alone, without the use of the 
numerous processors, underwriters, 
closers, servicing specialists, etc.     

But if you are one of the many 
processors, underwriters, closers or 
clerical staff how does one prepare 
to survive this right-sizing? If you 
want to stay in the industry, what do 
you need to do to make sure you are 
not part of the right-sizing that is oc-
curring? You do have options other 
than giving up.  

Learn new industry jobs: While 
many of the “old” jobs are going 
away, there are new ones emerging. 
The expansion of risk management, 
from an isolated secondary market-
ing function that keeps its eye on in-
terest rates, to a full blown enterprise 
wide management function is one of 
the most recent outgrowths of these 
changing times. And most likely it 
will not be a passing phase for the 
industry but rather an enduring addi-
tion to the mortgage industry. How-
ever, there are very few individuals 
in the industry with the education 
and experience in managing credit, 
operational, regulatory and reputa-
tional risk.  

Learn to use the technology: Sur-
prisingly many individuals in the 
industry today do not know how to 
use technology. Of course they can 
sign on to the system and enter data, 
run an AUS system, prepare clos-
ing documents or input information 
into a servicing system, but many of 
these same individuals can’t work 
in Word, Excel or any of the other 
standard business programs. If you 
can’t work in these programs you 

will have a difficult time transfer-
ring your skill set to another position 
and that makes you more likely to be 
downsized onto the street. Consider 
taking a class in these programs or 
just begin working on them yourself.

Analytics: Another area where 
jobs in the industry are growing 
is in the on-going loan reviews 
and analysis. Quality Control and 
Regulatory reviews have expanded 
tremendously; not just for individual 
lenders but as due diligence reviews 
for the secondary market. However, 
the ability to conduct these reviews 
is not just another underwriting 
function. An individual who special-
izes in these areas has the training 
and back ground to know not only 
credit policy, but regulatory require-
ments, closing transaction speci-
fications and fraud identification. 
They are also specifically trained in 
understanding how to produce and 
collect data as well as have the abil-
ity to analyze the results for senior 
management that is meaningful and 
directive. 

Learn how to use data: While we 
spend most of our day collecting 
data and reviewing individual data 
elements, very few people can actu-
ally analyze large amounts of data. 

While most staff are certainly able 
to provide a data dump, but giving 
management real information is just 
not our forte. The majority of people 
in the industry are still in the DRIP 
mode- Data rich but information 
poor. People in this arena also need 
to have a familiarity with statistics 
and know how to calculate and de-
scribe how confident they are in the 
material being provided.

There is no getting around it. The 
reductions in force we are seeing to-
day are more than just the traditional 
ups and downs of interest rates and 
volumes. What other industries have 
experienced before is now coming 
home to roost in our offices. How-
ever, this is not doom and gloom. 
This transition will help us be more 
efficient and better lenders. Our staff 
will be more technologically able to 
produce products that are marketable 
and lenders will have a much deeper 
understanding of how their processes 
function and interact. For those con-
cerned about lay-offs it is a chance 
to expand your knowledge and find 
a better, more rewarding and upward 
moving job in an industry that you 
know. For management it is an excit-
ing opportunity to realize what we 
always knew could be done.  
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Can a Qualified Mortgage Really Stop a 
Borrower Lawsuit In Its Tracks? Not So Fast … 

By Jonathan M. Herman and Charles W. Hill
THE LEGAL IMPLICATIONS OF QM

I. Introduction. On January 10, 2014, the qualified 
mortgage rule went into effect with the goal of 
reducing risk in the marketplace. In particular, 

lenders were given a means to defend themselves in 
lawsuits brought by borrowers in default. Presumably, 
the rule also extended to the defense of lawsuits seek-
ing the repurchase of a pool of loans, or an individual 
loan. This article explores how the defense might be 
used and viewed by the judiciary.
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II. The Qualified Mortgage. The 
Dodd-Frank Wall Street Reform and 
Consumer Protection Act (“Dodd-
Frank”) is the federal statute enacted in 
response to the housing crisis with the 
intent “to promote the financial stabil-
ity of the United States by improving 
accountability and transparency in the 
financial system, to end ‘too big to fail’, 
to protect the American taxpayer by 
ending bailouts, to protect consumers 
from abusive financial services prac-
tices, and for other purposes.”  Among 
other things, Dodd-Frank established 
the Consumer Financial Protection 
Bureau (“CFPB”) to “conduct rule-
making, supervision, and enforcement 
for Federal consumer protection laws.”

Under the CFPB regulations, lend-
ers on most closed-end mortgage loans 
must determine the borrower’s repay-
ment ability before consummating the 
loan. This ability-to-repay (“ATR”) 
rule requires the lender to consider a 
number of factors, such as borrower 
income, assets, and employment sta-
tus.  

To simplify compliance with the 
ATR rule, the CFPB promulgated the 
qualified mortgage (“QM”) rule, which 
offers lenders either “safe harbor” or 
“rebuttable presumption” protection 
from liability for failure to comply 
with the ATR rule. The level of protec-
tion is determined by the QM rule’s 
“higher-priced” standard.

Higher-priced loans are those with 
an annual percentage rate (“APR”) that 
exceeds the average prime offer rate 
by a defined margin, which is based on 
lien priority. Conversely, non-higher-
priced loans have an APR below this 
threshold. Both higher-priced and non-
higher-priced loans must still satisfy 
the other QM rule requirements—such 
as no negative amortization, balloon 
payments, or terms longer than thirty 
years—to qualify for protection.

Higher-priced QM loans provide the 
lender with a “rebuttable presumption” 
of ATR rule compliance. To defeat this 
presumption, a borrower must prove 
that the lender did not make a reason-
able, good-faith determination of the 
borrower’s repayment ability when 
the loan was consummated. According 
to the CFPB, the borrower must show 

that based on information available 
to the lender at the time of consum-
mation, the borrower had insufficient 
residual income to meet his or her liv-
ing expenses after paying the mortgage 
and other debt and family obligations. 
The QM rule provides no specific 
degree of proof required to defeat the 
presumption, but the CFPB noted in its 

rule commentary that the presumption 
grows stronger the longer that the bor-
rower demonstrates repayment ability 
by making timely payments without 
modification or accommodation.

In contrast, non-higher-priced QM 
loans receive “safe harbor” protec-
tion that conclusively establishes the 
lender’s compliance with the ATR rule. 
Although a borrower may attempt to 
defeat this conclusion by showing that 
the loan was not a QM loan, once the 
loan’s QM status is proven, the CFPB 
says that the borrower has no recourse 
against the lender on an ATR basis.

III. The judicial definition of 
a “safe harbor” and “rebuttable 
presumption.” In the context of pre-
sumptions, a “safe harbor” is treated 
by courts as a conclusive presumption. 
Stated differently, a “safe harbor” pre-
vents an opponent from showing any 
evidence that the presumed fact does 
not exist. The CFPB developed the 
QM “safe harbor” rule with this very 
goal in mind. According to the CFPB’s 
October 17, 2013 compliance guide, “a 
court will conclusively presume that 
[the lender] complied with the ATR 
rule” if the loan is a non-higher-priced 
QM loan.

A “rebuttable presumption,” in con-
trast, merely places a burden on the 

opponent to produce evidence that the 
presumed fact does not exist despite 
the presumption. In the case of the 
QM rule, the lender of a higher-priced 
QM loan is presumed to have fulfilled 
its duty to determine the borrower’s 
repayment ability. To rebut this pre-
sumption, the borrower must produce 
some evidence that the lender failed 

this duty.  In federal court, once the 
opponent produces evidence to rebut 
a presumption, the presumption dis-
appears and the fact-finder must then 
determine whether the previously pre-
sumed fact did indeed exist (i.e. Did 
the lender in fact make a reasonable, 
good-faith determination of the bor-
rower’s repayment ability?).

Although agencies such as the 
CFPB are empowered to create rules, 
these rules do not carry the same legal 
weight as statutes and must reason-
ably represent their supporting statute. 
Importantly, the “safe harbor” and “re-
buttable presumption” rules, promul-
gated by the CFPB, are not specified in 
Dodd-Frank. Dodd-Frank states only 
that lenders “may presume” ATR rule 
compliance for QM loans. What is yet 
to be determined by a court is whether 
these rules reasonably represent their 
supporting statute, Dodd-Frank.

In additional, courts require pre-
sumptions to have a “sound factual 
connection” between facts presumed 
and the facts established (e.g., pre-
sumed compliance with the ATR rule 
based on the existence of a QM loan). 
The QM rule, however, is predicated 
primarily upon quantifiable elements 
of the subject loan (i.e. APR, loan 
term, point and fees, etc.), while the 

Higher-priced QM loans provide 
the lender with a “rebuttable 
presumption” of ATR rule 
compliance..
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ATR rule is predicated solely upon 
facts related to the borrower’s financial 
condition. Thus, a court may find no 
“sound factual connection” between 
both the factual existence of a QM loan 
and presumed compliance with the 
ATR rule sufficient to justify a lender’s 
reliance on the “safe harbor” or “rebut-
table presumption.”

IV. How the “safe harbor” and 
“rebuttable presumption” defenses 
work over the life of a lawsuit. Bor-
rower lawsuits of late have gener-
ally sought to void loans because of 
Truth-in-Lending violations and a 
non-compliance with service rules, all 
of which may be a defense to a fore-
closure proceeding. Investor lawsuits 
generally claim that lenders must 
re-purchase loan pools or individu-
ally purchased loans because of alleged 
lender misstatements of loan quality. 
As discussed above, the “safe harbor” 
and “rebuttable presumption” rules are 
designed to eliminate those claims. Yet 

“safe harbor” and “rebuttable presump-
tion” do not necessarily equate to a 
“free pass” or “get out of jail free” card 
in the court system.

A plaintiff borrower or investor 
initiates a lawsuit by filing a Petition 
or Complaint in the appropriate court, 
generally presenting a defendant lender 
with two options: move to dismiss the 

case at the outset, or defend the case 
and seek dismissal before trial. The 
former is generally predicated upon 
some reason or reasons that, even if 
everything the plaintiff says in the Peti-
tion or Complaint is true, the plaintiff 
can’t recover. The latter requires the 
parties to go through “discovery,” a 
judicially-sanctioned process in which 
each party looks at the other’s e-mails 
and documents, takes depositions, 
and otherwise labors through a fairly 
expensive, time-consuming ordeal to 
prepare for trial.

The logistical problem with the 
“safe harbor” and “rebuttable presump-
tion” rules is that they are considered 
“affirmative defenses,” or a reason 
why the plaintiff cannot prevail. They 
are simply not suited for an early effort 
to dismiss the borrower or investor’s 
claim, and there is a fair amount of 
case law that intones just that. Rather, 

the “safe harbor” and “rebuttable pre-
sumption” rules will require laborious 
efforts on the part of defendant lender 
to demonstrate that the loan at issue is 
a QM loan, thus entitling it to either 1) 
the “safe harbor” defense and warrant-
ing dismissal of the plaintiff’s claim; 
or 2) the “rebuttable presumption” de-
fense putting the plaintiff to the task of 
proving that the lender failed its duty 
under the ATR rule. 

V. Conclusion. The intent behind 
the QM rule and its “safe harbor” 
and “rebuttable presumption” rules is 

sound—create a mortgage wrapped 
with a government Seal of Approval 
of sorts that would otherwise ward off 
legal claims. Yet the drafters of the 
rules may not have fully appreciated 
that those affirmative defenses will 
still require arduous litigation defense 
efforts—lenders must still prove, 
through the costly “discovery process,” 
that the loan is a QM loan such that the 
borrower is incapable of recovery.

A QM loan remains valuable and 
lenders should still, as a prudent mat-
ter, validate the borrower’s ability to 
repay according to the rules. But “safe 
harbor” and “rebuttable presumption” 
rules are not “get out of jail free” cards 
and astute lawyers may still be able to 
extract settlement dollars from lenders, 
even on Qualified Mortgages. 

Although agencies such as the CFPB are empowered 
to create rules, these rules do not carry the same 

legal weight as statutes.
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January is behind us, but more changes are planned for this year. 
Here’s a look forward at what to expect…

A dizzying array of new rules and regulations for consumer lending went into effect at the start of this year, many of 
them focused on the mortgage sector. The Dodd-Frank Wall Street Reform Act is the legal backing for these rules, 
and the Consumer Financial Protection Bureau is the main instrument for implementing this new, complex and at 

times contradictory regulatory regime. More rules will be taking effect over the next year and more. Let’s take a look at 
some of the more significant changes in practice and operational standards that are coming down the road over the next 
year when it comes to such issues as truth-in-lending, good faith estimates (“GFEs”) and other legal concerns.

By Ray Brousseau
Tomorrow’s Mortgage Executive Tomorrow’s Mortgage Executive41 42



In terms of GSEs, the CFBP now 
requires that borrowers must receive 
the GFE and indicate that they intend 
to proceed with the loan before they are 
charged any fees except a credit report 
fee. However, if the lender denies an 
application within three business days 
of its receipt, it does not have to pro-
vide a GFE. The lender does have to 
tell the borrower within 30 days either 
why the application was denied or that 
they have 60 days to request the reason 
why it was denied.  

On the other hand, receiving a GFE 
does not require the consumer to take 
the loan. Providing a GFE also does not 
commit the lender to making the loan. 
Instead, the GFE provides the borrower 
with basic information about the loan, 
which will help consumers to compare 
offers, understand the real cost of the 
loan, and make an informed decision 
about the choices available. Karen 
Morgan of Ballard Spahr wrote in No-
vember about the new rules that will 
take effect in the middle of this year:

The final rule mandates the use of 
two disclosures, the three-page Loan 
Estimate (which replaces the Good 
Faith Estimate (GFE) and the initial 
Truth in Lending Disclosure) and the 
five-page Closing Disclosure (which 
replaces the HUD-1 and final Truth in 
Lending Disclosure). In addition, the 
rule requires that the Closing Disclo-
sure in most cases be received by the 
borrower at least three business days 
before closing. The rule also includes 
a number of substantive changes and 
additions to RESPA and TILA.

One of the most significant changes 
put in place by the CFPB are the 
amendments to Regulation Z, which 
implements the Truth in Lending Act 
and the official interpretation to the 
regulation. These final rules implement 
provisions of the Dodd-Frank Act re-
garding mortgage loan servicing.  

For example, the Regulation Z final 
rule implements the Dodd-Frank Act 
sections addressing initial rate adjust-
ment notices for adjustable-rate mort-
gages, periodic statements for residen-
tial mortgage loans, prompt crediting 
of mortgage payments, and responses 
to requests for payoff amounts. This fi-
nal rule also amends current guidelines 

governing the scope, timing, content, 
and format of disclosures to consumers 

regarding the interest rate adjustments 
of their variable-rate transactions.

Sections 1098 and 1100A of Dodd-
Frank direct the CFPB to publish 
rules and forms that combine certain 
disclosures that consumers receive in 
connection with applying for and clos-
ing on a mortgage loan under the Truth 
in Lending Act (Regulation Z) and the 
Real Estate Settlement Procedures Act 
(Regulation X).  This rule is effective 
August 1, 2015 and applies to transac-
tions for which the creditor or mort-
gage broker receives an application on 
or after that date.  The objectives of the 
rule, according to the CFPB, include:
• Combining several forms and addi-

tional statutory disclosure require-
ments into two forms. It is hoped 
that this will reduce paperwork and 
consumer confusion.

• Using clear language and a design 
that will help consumers understand 
complicated mortgage loan and real 
estate transactions. 

• Highlighting the information that 
has proven to be most important to 
consumers. On the new forms, the 
interest rate, monthly payments, 
and the total closing costs must be 
clearly presented on the first page. 
CFPB believes that this will make 
it easier for consumers to compare 
mortgage loans and choose the one 
that is right for them. 

• The documents must provide more 

One of the 
most significant 
changes put in 
place by the 
CFPB are the 
amendments 
to Regulation 
Z, which 
implements 
the Truth in 
Lending Act 
and the official 
interpretation to 
the regulation.
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information about the costs of taxes 
and insurance and how the interest 
rate and payments may change in 
the future. This information, it is 
hoped, will help consumers decide 
whether they can afford the mort-

gage loan and the home, now and in 
the future.

• Loan documents must warn con-
sumers about features they may 
want to avoid, like penalties for pay-
ing off the loan early or increases to 
the mortgage loan balance even if 
payments are made on time.

• •enders must also make the cost 
estimates consumers receive for ser-
vices required to close a mortgage 
loan more reliable, for example, ap-
praisal or pest inspection fees. The 
rule prohibits increases in charges 
from lenders, their affiliates, and for 
services for which the lender does 
not permit the consumer to shop, 
unless a specific exception applies. 
Examples of the specific exceptions 
include when information provided 
by a consumer at application was 
inaccurate or becomes inaccurate, 
or when the consumer asks for a 
change in the services.
Most important, the CFPB rule re-

quires that consumers receive the Clos-
ing Disclosure at least three business 
days before closing on the mortgage 
loan.  Historically, consumers have 
received this information at closing or 
shortly before closing. This additional 
time, it is hoped, will allow consumers 
to compare the final terms and costs to 

the terms and costs they received in the 
estimate. And hopefully, that will better 
equip consumers to raise any questions 
before they go to the closing table.  
The implications of this rule change 
are very significant, both for lenders 

and investors in mortgage notes.  Noel 
Bishop of Halloran & Sage LLP noted 
in the New England Real Estate Jour-
nal in January 2014:

TILA provides that for certain trans-
actions secured by the borrower’s pri-
mary residence, a borrower has three 

business days after becoming obligated 
on the debt to rescind the transaction 
- if the lender has made the necessary 
disclosures. Regulation Z provides that 
if the required notice or material dis-
closures are not delivered by a lender, 
the borrower will have three years to 
rescind. A rescission voids a lender’s 
security interest if the lender does not 
contest the rescission or when the court 
finds in favor of the borrower.

The notice and documentation rules 
promulgated by the CFPB make it 
absolutely essential for lenders to pro-
vide clear and complete information 
to borrowers.  At Carrington, we have 
been working for months to prepare 
to implement new processes and to 
fine tune new documentation and bor-
rower attestation systems to address 
GFE, TILA and other issues raised by 
Dodd-Frank as well as new state laws 
enacted since the start of the subprime 
crisis.

Bishop notes that the CFPB amend-
ments to TILA seek to improve issues 
related to: (1) lender’s Notice of the 
Right to Rescind to borrowers at clos-
ing; (2) the list of “material disclosures” 
that can trigger the extended right to 
rescind period; and (3) the parties’ 
obligations when the extended right to 
rescind is asserted by, hopefully, reduc-
ing uncertainty and litigation costs. 
“However, whether these amendments 
will have their intended consequences, 
or merely result in increased confusion 
surrounding disclosures and the right 
to rescind, remains to be seen,” she 
concludes.

In the end, only one thing is certain; 
those lenders ill prepared to meet the 

increasing compliance and operational 
oversight demands brought about by 
markedly increasing regulations, will 
continue to struggle to survive hence 
providing opportunity for those bank-
ers who have invested prudently within 
their operations!  Yet to be seen is the 
net effect on the borrowers and whether 
these new rules really achieve the level 
of consumer protection that is ostensi-
bly the goal of Dodd-Frank! 

About the Author
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In the end, only one thing is 
certain; those lenders ill prepared 
to meet the increasing compliance 
and operational oversight demands 
brought about by markedly 
increasing regulations, will 
continue to struggle.
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Executive Interview

The Future 
    of Lending

It’s been a turbulent 2014, and the road ahead looks just as turbulent. 
Times are changing. Your grandfather’s mortgage process is not just 

outdated, now in some cases it’s non-compliant. In the midst of this 
change mortgage technology vendors have gathered to help lenders 
adjust. To this end, larger companies have merged and acquired smaller 
companies to better serve the needs of their lender clients. One prime 
example is the recent acquisition of Mortgage Cadence by Accenture. 
Nine months removed, how is the acquisition going? How is the com-
pany better equipped to serve the mortgage market? And what’s ahead 
for this new company and our industry? Trevor Gauthier, Chief Sales & 
Marketing Officer at Accenture Mortgage Cadence, sat down with us to 
discuss all of this and much more. Here’s what he said:

TREVOR GAUTHIER OF ACCENTURE 
MORTGAGE CADENCE DETAILS HIS VISION 
FOR THE FUTURE OF MORTGAGE LENDING.
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Q: Mortgage Cadence was acquired by 
Accenture nine months ago. How is it 
going?

TREVOR GAUTHIER: Very well. We say 
it all the time: we cannot think of a 
better company in the world to have 
joined. Accenture is a global manage-
ment consulting, business process 
outsourcing and technology company 
with a solid reputation for helping 
clients improve their operations and 
providing better service to their cus-
tomers. Those have always been our 
goals, too.

Accenture Mortgage Cadence, our 
new name, joins Accenture Software’s 
other software product lines, which 
span numerous industries including 
insurance, consumer goods, freight and 
logistics, digital services and health 
and public service. We fit nicely within 
Accenture Software for many reasons, 
especially our emphasis on SaaS deliv-
ery of all our technologies. In addition, 
Accenture Mortgage Cadence’s soft-
ware serves as the core loan origination 
platform for Accenture Credit Services, 
a business service within Accenture’s 
financial services operating group that 
provides consulting, technology and 
outsourcing services to financial insti-
tutions. We are most certainly in good 
company — Accenture’s financial 
services group does business with 88 
percent of the top 50 banks worldwide. 

Another concrete reason things are 
going very well: we are developing 
new solutions as well as continuing to 
do all of the things we’ve always done 
best for our clients. It is truly an oppor-
tunity to build upon our success.

Q: What are Accenture’s plans for Ac-
centure Mortgage Cadence?

TREVOR GAUTHIER: We’re moving 
forward even more aggressively to 
improve our technology and our ser-
vices. Our end goal is to ensure we 
are providing our customers with 
true, measurable competitive advan-
tage through our technology and our 
people.

Q: How do you see these plans chang-

ing Accenture Mortgage Cadence?

TREVOR GAUTHIER: Our plans are to 
continue doing what we have always 
done well. A great deal of work re-
mains to be done within the mortgage 
industry. Costs need to be driven back 
down. Regulations need to be com-
plied with. Borrower demands for 
a better, more transparent financing 
experience must be met. Accenture 
Mortgage Cadence is extremely well 
positioned to help the industry solve 
these challenges.

Q: It’s been an interesting ten years in 
the mortgage industry. What have you 
learned?

TREVOR GAUTHIER: Ignore hyperbole. 
Seems everything in the mortgage 
industry is the highest, the lowest, the 
biggest, the smallest, the new begin-
ning or the end of times. The most 
important lesson I’ve learned in my 
career is to focus on the essentials for 
long-term success. Three things sum 
it up: create a better financing expe-
rience for borrowers — faster, more 
convenient and more efficient; help 
lenders lower their origination costs; 

and do both with a focus on rigorous 
compliance and risk management 
principles. It’s easy to get caught up 
in the drama.  It is hard to maintain the 
long view, but, to be successful, that is 
exactly what it takes.

Q: What has the industry learned?

TREVOR GAUTHIER: It’s all about the 
homeowner and their home. During 
the boom years of the 2000s many 
lost sight of this, including many 
homeowners. Homes became tempo-
rary dwellings rather than long-term 
residences, getting flipped whenever 
profit could be had. Financing prod-
ucts emerged regularly to support the 
sport of house flipping, with little or 
no thought to the loan’s long-term 
viability. No one remembered the 
old game of musical chairs: the mu-
sic stops and all but one person is 
left without a place to sit. The music 
stopped; many homeowners were left 
standing with unsustainable financing, 
and the industry came to a halt in a 
shocking way.

If the plethora of new mortgage 
regulations are not enough of a re-
minder that homebuyer mindsets have 
changed, we can count on them for 
extra admonishment. With some of the 
lowest rate mortgages since the 1940s 
and memories of the housing crisis 
fresh in their minds, homeowners once 
again see their homes as long-term 
shelter rather than an investment to be 
traded. They are choosing homes and 
financing partners carefully and acting 
more deliberately than ever in making 
what is, for most, the biggest invest-
ment of their lives.

Thriving in this new environment 
means playing a different game. Old 
strategies for managing through the re-
finance boom and bust cycles no longer 
apply. We need to learn to successfully 
navigate long-term purchase markets, 
something not seen since the 1950s. 
Some of the strategies from those days 
might actually work again, though 
both volumes and customer expecta-
tions were much lower, and regulations 
weren’t as stringent. What is clear is the 
focus must be squarely placed on pro-

Industry 
Predictions
Trevor Gauthier  thinks:

1. Market players need to 
be agile and innovative, 
anticipating and rapidly 
adapting to market trends 
and customer needs.

2. Lenders will leverage 
more online and mobile 
technologies that enable 
quick, easy interaction 
with customers, investors 
and other business 
constituencies.

3. Lenders will be more 
focused on the customer 
experience, proactively 
meeting their needs 
and exceeding their 
expectations.
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viding a positive customer experience.

Q: Your organization has written ex-
tensively about how this changeover 
to purchase lending is different and 
that you see remarkable opportunity 
ahead. What’s your take on this?

TREVOR GAUTHIER: It is, or is about to 
be, very different. There’s broad con-
sensus that rates are going to continue 
to rise, which means most of the home-
owners who secured low mortgage 
rates during the last refinance boom 
are likely to hang on to those loans for 
as long as they possibly can. The pe-
rennial rush to refinance appears to be 
over, setting the stage for a potentially 
long-term purchase market.

This is why the rate environment is 
important and why the shift to purchase 
is different this time. We have spent 
the last thirty years schussing down the 
declining rate curve. Like good skiers 
and slope stylers, we enjoyed it. Mak-
ing loans in a falling rate environment 
is easier — more profitable, too. We 
spent the last thirty years developing 
habits that will not necessarily serve us 
well in the next thirty years. 

Rising rates are a very good example 
of what I mean by ignoring hyperbole. 
Rates have risen from 3.5 percent to 4.5 
percent. To hear some people discuss 
this, you would think the sky is falling. 
It’s not even a bit lower. Rates remain 
at historic lows, even if they reach the 
mid to low 5 percent range later this 
year. The last time mortgage rates were 
in the 5s was the 1950s and 60s.

Housing affordability, though not at 
the peaks it reached just a few years 
ago, is still quite good. Low rates and 
affordable homes are a good recipe for 
a purchase market. Another ingredient 
is demand for homeownership. The 
2013 State of the Nation’s Housing Re-
port from the Joint Center for Housing 
Studies at Harvard University stated 
that household formation will return 
to pre-recession levels of 1.2 million 
per year for the remainder of this de-
cade. While not every new household 
formation immediately equals a new 
homeowner, this will be true for ap-
proximately 65 percent, the national 

long-run homeownership rate. After a 
few years this should translate to over 
750,000 first-time homebuyers enter-
ing the market annually. Employment 
also appears to be picking up steam, 
which is helpful to housing, though 
the new student loan debt variable may 
prove a deterrent for would-be first-
timers as well as a drag on the overall 
homeownership rate.

We are optimistic for the purchase 
market and the opportunities for lend-
ers. For the first time, the mortgage 
loan has the potential to truly become 
the relationship product. Home-buying 
consumers have many, many financial 
service needs both immediately and in 
the future. Mortgages will be longer in 
duration, which means borrower rela-
tionships have a chance to mature and 
to do so profitably. The mortgage is the 
door opener. Thriving lenders will seize 

the opportunity and sell into it today 
and tomorrow right through to when it 
is time for the next mortgage, be that a 
first, second or HELOC.

Q: You have been around the mortgage 
technology industry for a long time. 

How has it changed in the years you 
have been involved?

TREVOR GAUTHIER: The mortgage 
technology industry has divided into 
two camps. Those in the first camp 
began consolidating right before the 
recession or during the housing crisis. 
This is the camp we put ourselves in. 
Accenture Mortgage Cadence is the 
result of five companies combining to 
become what we are now. Several oth-
ers have done the same thing. Those 
in the second camp remain largely as 
they have always been.

Q: Interesting observation, a market 
bifurcation. What differentiates the 
camps?

TREVOR GAUTHIER: It is a bifurcation. 
The companies in camp one came to 
an early understanding that massive 
change was afoot. I am not talking 
about the usual industry schizophrenia 
of purchase one year, refinance the 
next. What I am talking about are the 
significant shifts mentioned earlier. 
This is not the mortgage industry in 
which any of us grew up.

Recognizing the sea change, camp 
one looked at their existing portfolios, 
technologies, market positions, and 
expertise and made strategic decisions 
to be market leaders. They took the 
steps required to make that happen, in-
cluding consolidation and investment, 
talent acquisition and lots of technol-
ogy enhancements. It takes a long-term 
commitment on all fronts to become a 
market leader, but it takes even more to 
remain a leader. 

Q: What about Camp Two?

TREVOR GAUTHIER: Camp two is also 
adapting, albeit at a slower pace. 
Given the enormity and scope of the 
market changes, however, the required 
investment and effort is tremendous. 
Even with strong backing it is hard to 
keep up.

Q: How does the mortgage technology 
market bifurcation benefit lenders?  
Consumers?

Gone are the 
days when a 
lender spends 
ten cents, gets 
the dime’s 
worth of 
technology, 
and is able to 
get by. 
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TREVOR GAUTHIER: The benefit to 
lenders and consumers alike is im-
mense.  

Lenders first. What is the single larg-
est influence in housing finance today? 
Regulation and compliance. Loans 
that put some homeowners in peril of 
losing their homes and to potentially 
place them in financial ruin lead to a 
legitimate housing crisis. All industry-
related regulations since, as well as 
those to come, are intended to prevent a 
similar situation in the future. The end 
result: it is a great deal harder, and more 
expensive, to produce mortgage loans. 
Sophisticated technologies designed 
to guide loans compliantly through 
the manufacturing process are now 
required. Camp one recognized this 
early on. In this market, lenders need 
financially able full-line generalists like 
Accenture Mortgage Cadence that can 
support increasingly complex require-
ments. The stakes are simply too high 
to risk errors. Nor can lenders rely on 
human effort alone to ensure rules are 
followed. At any volume, today’s regu-
lations are simply too intricate to rely 
on people for error-free results.  

Assistance with compliance is one 
lender benefit. Tackling the high cost 
of lending is another. Cost-to-originate 
has reached all-time highs. What we 
tackled in the previous decade has to be 
wrestled to the ground yet again reduc-
ing costs is another area in which com-
prehensive, purpose-built technologies 
are essential. Technology creates a con-
sistent objective: an automated system 
for producing loans. When technology 
can manage processes that handle all 
but lending exceptions, we once again 
attain low-cost production. The long-
term trouble with mortgage lending 
is it is far too subjective. Technology 
morphs the process from subjective to 
objective, the path to cost reduction. 

Greater compliance and a lower 
cost to produce. We could stop there 
and proclaim victory except for this: 
consumers naturally assume these as 
givens. So while important to lend-
ers, consumers cannot get as excited 
as lenders about either. What they can 
get enthused about is having the same, 
painless online mortgage shopping 

experience they have elsewhere on the 
Internet. They want it on their terms, 
wherever and from whatever device, 
from start to finish. To ensure this hap-
pens, an approval at the point-of-sale 
along with disclosures is a good start. 
Panoramic visibility during the entire 
process through closing makes for a 
good ending and memorable experi-
ence, one on which relationships can 
be built. This is entirely possible and 
available today, using the same com-
prehensive technologies that help with 
compliance and lower costs.  

Q: Sounds expensive. With the cost of 
origination as high as it is can lenders 
afford such technologies?

TREVOR GAUTHIER: Lenders can’t af-
ford not to have these technologies. 
Gone are the days when a lender 
spends ten cents, gets the dime’s worth 
of technology, and is able to get by. 
For the reasons I mentioned earlier, 
minimal investments in technology 
cannot support mortgage companies.  

Lenders ask a tremendous amount of 
their mortgage technology providers. 
Yet meeting present and future require-
ments demands regular, ongoing prod-
uct investment that so-called “inexpen-
sive technologies” cannot make. The 
Qualified Mortgage (QM) and Ability 
to Repay (ATR) Rules provide a timely 
example. Just as borrowers expect a 
transparent, online financing experi-
ence, lenders would expect their tech-
nology providers to help with QM/ATR 
compliance. Some providers met these 

expectations, others did not. Accenture 
Mortgage Cadence spent the better part 
of a year understanding the regula-
tions, talking with regulators, working 
with clients, educating the industry and 
adapting our software so QM and ATR 
are as natural a part of the mortgage 
cycle as submitting loans to Desktop 
Underwriter or Loan Prospector. Doing 
less, in our minds, means our custom-
ers become less efficient, their costs 
increase and their compliance suffers. 
Their customer experience suffers and 
risks increase too. Our customers spent 
a bit more than ten cents on technology 
and got five times their investment. 
On the other hand, lenders handling 
QM and ATR off-system or through a 
combination of off- and on-system got 
a nickel’s worth or less for their dime.

Know Before You Owe (KBYO) 
will be the next major compliance/tech-
nology hurdle. Likely bigger than the 
Qualified Mortgage Rules, we expect 
it will take more time, more effort and 
more customer and industry involve-
ment to be ready. And we will be ready 

— our customers expect nothing less.
Technology that aids compliance 

and drives costs down while creating a 
better, more transparent and convenient 
borrower experience does not have 
to be expensive. We know from past 
benchmarking work we have done that 
comprehensive technologies, when 
used as designed by high-performance 
lenders, reduces the cost to originate by 
hundreds of dollars per loan. Looked at 
another way, the savings per loan pays 
for the technology several times over. 

InsIder ProfIle
Trevor Gauthier is Chief Sales & Marketing Officer at 
Accenture Mortgage Cadence. Trevor’s responsibilities 
include enterprise and mass-market software solutions 
sales, account management, the development and 
execution of marketing and communication strategies, 
building cohesive and recognizable brands, and recom-
mending strategic approaches and executable plans to 
maximize sales activity and returns on investment. He 
previously held an executive marketing position at 3t 
Systems, Inc.
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Roller coaster interest rates … expanding rules 
and regulations … heightened competition 

for borrowers … declining origination volumes 
... rising costs to meet compliance demands ... 
fewer internal resources to grow your business ... 
extreme pressure to produce results …
How will your company continue to thrive in 
such a demanding environment? How are you 
going to reach the diminished pool of potential 
borrowers more quickly and efficiently than 
other mortgage lenders (compliantly too)? 
  

By Judy Margrett

How will your company continue to thrive in such 
a demanding environment? How are you going to 
reach the diminished pool of potential borrowers?

CRM Alone 
Is No Longer Enough
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Many lenders are turning to CRM 
solutions for the answer. A CRM 
provides valuable functionality for 
individual loan officers which, if they 
use it, helps them be more effective 
— setting their priorities, organiz-
ing their time, scheduling follow-up 
actions, etc. — and it serves as a re-
pository for all activity related to each 
prospect and customer.

However, this leaves the company’s 
overall performance and profitability 
in the hands of busy loan officers who 
are by necessity focused on the deals 
they have in hand rather than consis-
tently marketing to fill their pipeline 
with qualified new leads. These days it 
also means relying on the loan officers 
to do everything they do compliantly.

What’s needed is game-changing 
technology that raises the productiv-
ity of all loan officers across the entire 
enterprise: a “set it and forget it” solu-
tion that drives high-quality business 
to the point-of-sale and accelerates 
corporate profitability. This technol-
ogy is here and it’s called Marketing 
Automation.

Identifying and acting on business 
opportunities via an intelligent full-
function Marketing Automation plat-
form has become essential in today’s 
highly competitive, highly regulated 
environment. It enables quick and ef-
ficient lead generation, conversion of 

the leads to customers, plus customer 
retention and lifetime value maximi-
zation through repeat business and 
referrals. Importantly, in a purchase 
market, Marketing Automation also 
supports the nourishment of strong 
relationships with referral partners.

MARKETING AUTOMATION 
CHANGES THE GAME

According to Gartner, Marketing 
Automation will be the highest growth 
sales and marketing software sector 
through 2016, outpacing the growth 
of CRM and reaching just under $4.7 
billion market value. 

Why this upsurge of interest in 
Marketing Automation? It’s because, 
for the first time, there’s robust tech-
nology that frees loan officers to focus 
on what they do best: originating and 
closing loans.

Forrester defines Marketing Au-
tomation as software that provides 
“tools and process that help generate 
new business opportunities, improve 
potential buyers’ propensity to pur-
chase, manage customer loyalty and 
increase alignment between market-
ing activity and revenue.”

In other words, Marketing Auto-
mation is the efficient, scalable and 
measurable way to enhance the pro-
ductivity of all loan originators. It’s 
impractical to take a sales-centric 
CRM and cause it to deliver Market-
ing Automation’s unique and com-
prehensive capabilities — including 
enterprise-wide execution of compli-
ant marketing, mission-critical analyt-
ics and management oversight.
HOW DOES MARKETING 
AUTOMATION WORK?

Marketing Automation is an en-
terprise-wide application. Driven by 
central marketing, the system does 
the work so that loan officers don’t 
have to. Outbound communications 
addressed to leads, applicants in-
process, closed customers and referral 

partners are precisely targeted, highly 
personalized and compliantly fulfilled 
via multiple media.

So what should lenders be looking 
for in a Marketing Automation solu-
tion? With the explosive growth of 
this segment there are dozens of op-
tions.

First, it’s important to select a plat-
form that has been specifically created 
for the mortgage industry. The sys-
tem’s rules engine will incorporate the 
many nuances and idiosyncrasies of 
the industry, including the burgeoning 
compliance requirements.

Second, even as it provides cor-
porate oversight and performance 
measurement, the platform needs 
to support the work of loan officers 
without inhibiting their autonomy. 
Their unique capabilities as sales 
people will be enhanced by Marketing 
Automation.
ROBUST CONTENT LIBRARY

In the Marketing Automation plat-
form’s content library you should 
find hundreds (even thousands) of 
professionally prepared ready-to-go 
mortgage-specific marketing materi-
als. Choose from postcards, letters, 
greeting cards, newsletters, emails, 
and much more. The materials should 
be categorized by format, purpose 
and audience for easy access to ex-
actly what you need. Content must be 

constantly refreshed to target current 
business opportunities and market 
conditions. In addition there will be 
holiday greetings, home maintenance 
tips, recipe cards … something for 
every occasion.

In addition to having easy access to 

Identifying and acting on business opportunities via 
an intelligent full-function Marketing Automation 

platform has become essential.
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professionally created materials, there 
is also the need to modify these ma-
terials to your specific needs. That’s 
why you should find a “copy” button 
against each item in the content li-
brary. Clicking the button allows you 
to make a copy of the piece in your 
company’s private library, where you 
can edit it at will. Ideally you can even 

limit access to a specific branch or 
branches: for example, allowing only 
reverse mortgage specialists to view 
reverse mortgage content.

Not only do you want profession-
ally created materials with the ability 
to edit and modify at will, but you also 
need the ability to create your own 
materials if you choose to. You should 
expect to find a simple wizard in your 
company library that enables you to 
design content from scratch, quickly 
turning your marketing ideas into ac-
tionable content.
AUTOMATED ACTIVITY SERIES

Your Marketing Automation plat-
form should make it easy to create 
fully automated “set it and forget it” 
marketing for all contact types: pros-
pects (leads), applicants (in-process), 

borrowers (closed customers) and 
business partners. An activity series 
setup wizard will guide you through 
the following simple steps:

• Make the series available to all 
or any subset of loan officers

• Define target audience criteria 
for the series 

• Select the marketing materi-

als you want from the content 
library

• Specify the trigger event or 
date for generating each activ-
ity

• Set the series to run for as many 
years as you want

• Implement an optional pause 
following activity fulfillment

• Enable system-generated e-
mail notification to loan of-
ficers

ON-DEMAND CAMPAIGNS
The ability to execute on-demand 

campaigns is another key element 
when selecting the right Marketing 
Automation solution. You should be 
able to run a campaign quickly and 
easily on demand to any mix of con-
tact databases: prospects, applicants, 

borrowers and partners. You’ll want 
to run a campaign whenever you 
spot a tactical sales opportunity – for 
example, a change in interest rates or 
other market conditions. On-demand 
campaigns are also an effective way 
of just staying in touch with your data-
base – for example, making announce-
ments about significant changes at 
your company.

Your Marketing Automation solu-
tion should empower central market-
ing to set up campaigns for all or any 
subset of loan officers, choose the 
marketing activity and specify the tar-
get audience. The system then needs to 
provide a range of execution options 
to satisfy all cultural and operational 
preferences:

• Run the campaign from the 
center

• Run the campaign from the 
center, but first allow loan of-
ficers to opt out

• Set up individual campaigns 
for loan officers to run if and 
when they wish

• Make the campaign available 
for loan officers to run from 
their Home page

Participating loan officers should 
be notified of the campaign details by 
system-generated e-mail and a follow-
up report provided containing each 
recipient’s contact details.
COMPLIANCE. COMPLIANCE. 
COMPLIANCE.

Regulation is everywhere these 
days. And on the marketing side of ev-
ery mortgage company’s operations, 
as much as any other, it means that 
management has to take an active role 
in ensuring its brand and its products 
are correctly and compliantly repre-
sented in the marketplace. Commu-
nications with prospects, customers 
and referral partners – whether driven 
from corporate or by loan origina-
tors – must be controlled, but without 
inhibiting genuine creativity and indi-
vidual initiative. 

Your Marketing Automation solu-
tion must understand the mortgage 
market by providing a controlled en-
vironment in which ingenuity and en-
terprise are encouraged and rewarded. 
For example, users at any level in the 

Forrester defines Marketing 
Automation as software that 
provides “tools and process 
that help generate new business 
opportunities, improve potential 
buyers’ propensity to purchase, 
manage customer loyalty and 
increase alignment between 
marketing activity and revenue.”
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corporate hierarchy might be permit-
ted to create or modify marketing 
content. The system needs a built-in 
authorization loop to ensure this con-
tent is approved by your nominated 
managers – for example: compliance 
officer, brand supervisor – before it’s 
made available for use in activity se-
ries and on-demand campaigns. The 
managers will be notified by system-
generated e-mail and, if necessary, 
will amend or even delete the item in 
order to minimize compliance risk.

In addition, leading Marketing 
Automation solutions should provide 
management with levels of control 
over the players in the marketing pro-
cess. All you have to do is decide what 
degree of control you want to exercise 
in relation to each of the system’s key 
functions. For example, you can make 
sure that loan officers are unable to 
edit company information or upload 
unacceptable graphics or run on-de-
mand campaigns that breach corporate 
guidelines. 

The levels of management control 
could include, working down from the 
most to the least restrictive:

1. Prohibition: Different types 
of users can be prevented from 

accessing a system function, or 
even an entire page, by means 
of the system’s “permissions” 
capability.

2. Authorization: Marketing 
materials created by users at 
lower levels in the corporate hi-
erarchy cannot be implemented 
until approved at the center.

3. Alerts: A defined set of fields 
is monitored and changes are 
reported via an online feed to 
management, enabling quick 
action to remedy any departure 
from company policy.

4. Oversight: Users at higher 
levels in the corporate hierar-
chy can “impersonate” users at 
lower levels, giving manage-
ment an instant window on the 

activities of loan officers.
5. Reporting: Management is 

presented with a range of indi-
cators that allow users at lower 
levels to be held accountable 
for their performance.

IN CONCLUSION …
CRM products alone no longer 

allow you to fully capitalize on mar-
ket conditions and stay competitive 
and compliant in today’s complex 
mortgage market. The right Market-
ing Automation solution will deliver 
end-to-end automated and on-demand 
marketing that incubates leads, sup-
ports applicants in-process, builds 
customer loyalty and nurtures referral 
partner relationships – ensuring an ef-
ficient flow of profitable business to 
the point-of-sale.  

About the Author
Judy Margrett is President of The Turning Point, Inc. The 
company’s flagship product is MACH3, a mortgage-
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