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In 1996, only twenty years ago, IBM’s Deep 
Blue became the first supercomputer to 
defeat a chess grandmaster. There wasn’t 

anything magical about this. It simply scanned 
200 million moves per second and determined 
the next logical move. 

After Deep Blue’s victory in 1997, IBM had 
been on the hunt for a new challenge. In 2004, 
IBM Research manager Charles Lickel, was at 
a restaurant with coworkers when everything 
went silent. The entire restaurant stopped mid 
meal to watch Jeopardy! as Ken Jennings 
was in the middle of his successful 74-game 
run. Seeing this as an opportunity, Lickel ap-
proached IBM Research executive Paul Horn 
to take on the challenge of playing Jeopardy 
with an IBM system. 

Watson, a computer system capable of an-
swering questions posed in natural language, 
was developed at IBM by a research team 
led by David Ferrucci, the senior manager of 
IBM’s Semantic Analysis and Integration de-
partment. Watson was named after IBM’s first 
CEO, Thomas J. Watson.

In competitions managed by the United 
States government, a system named Piquant, 
Watson’s predecessor, was usually able to 
respond correctly to only about 35% of clues 
and often required several minutes to respond. 
To compete successfully on Jeopardy!, Watson 
would need to respond in no more than a few 
seconds, and at that time, the problems posed 
by the game show were deemed to be impos-
sible to solve. In initial tests run during 2006, 
Watson was given 500 clues from past Jeopardy! 
programs. While the best real-life competitors 
buzzed in half the time and responded correctly 
to as many as 95% of clues, Watson’s first pass 
could get only about 15% correct. During 2007, 
the IBM team was given three to five years and 
a staff of 15 people to solve the problems. In 
2011, Watson competed on Jeopardy, against 
former winners Ken Jennings and Brad Rutter 

and received the first place prize of $1 million. 
Watson had access to 200 million pages of 
structured and unstructured content consuming 
four Terrabytes of disk storage.

We have all heard about Moore’s Law that 
predicts that computational power doubles 
roughly every two years. To put this in perspec-
tive, a Samsung Galaxy S5 can perform 140 
billion floating-point operations per second. 
That is more than 10 times the speed of IBM’s 
Deep Blue computer. Imagine what the capa-
bilities will be in the future. 

At a recent Gartner Symposium, Ginna 
Rometty, Chairman, President and CEO of 
IBM, stated, “She hopes that in the next 20 
years, people will have their first experience 
with IBM products in the form of Watson. IBM 
is making its big bet on what Ms. Rometty 
called the ‘cognitive era’, and the company an-
nounced on October 6, 2015 the formation of 
the Cognitive Business Solutions. 

Ms. Rometty went on to say, “IBM will 
stake its claim with Watson. This is our moon-
shot. You stake the claim, and you move fast. 
Watson is not a supercomputer, but rather a set 
of 28 systems underpinned by more than 50 
technologies.” Digital business + digital intelli-
gence = the cognitive era. So what’s significant 
about this?

First, the amount of information (data) that 
can be accessed is enormous. To quote from 
IBM “We produce over 2.5 quintillion bytes 
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Our machines should be 
nothing more than tools 
for extending the powers 
of the human beings that 
use them 
- Thomas Watson, Jr.



of data every day and 80% of it is unstructured. 
Therefore, it’s invisible to current technology. IBM 
Watson is a cognitive system that can understand that 
data, learn from it and reason through it. That’s how 
industries as diverse as healthcare, retail, banking 
and travel are using Watson to reshape their indus-
tries.” The key point here is that the majority of data 
is unstructured. This is one reason why MISMO’s ca-
pability to exchange information both internally and 
externally is so important to the mortgage industry.

Secondly, the power and speed of computers 
should empower the 
mortgage industry to 
develop new, intuitive 
ways to interact with 
consumers and busi-
ness partners. Let’s 
explore Watson’s 
capabilities a little 
further. “Watson is 
a question answer-
ing (QA) computing 
system that IBM built 
to apply advanced 
natural language pro-
cessing, information 
retrieval, knowledge 
representation, auto-
mated reasoning and 
machine learning 
technologies to the 
field of open domain 
question answering. 
The key difference between QA technology and doc-
ument search is that document search takes a key-
word query and returns a list of documents, ranked 
in order of relevance to the query (often based on 
popularity and page ranking), while QA technology 
takes a question expressed in natural language, seeks 
to understand it in much greater detail, and returns a 
precise answer to the question.”

Finally, Artificial Intelligence has been defined 
as the ability to create computers and computer 
software that are capable of intelligent behavior. 
It’s been around for decades but it hasn’t been un-
til recently that its power’s been unleashed. The 
Automated Underwriting Engines would be an early 

example. The field was founded on the claim that 
a central property of humans, human intelligence, 
can be so precisely described that a machine can 
be made to simulate it. However, today it is much 
more than that, primarily because of the proficiency 
in analyzing vast amounts of data at speeds beyond 
our comprehension.

All of this prompted me to think about the mort-
gage industry’s tendency to be comfortable with the 
status quo and slow to consider change. It’s time 
to change. “Instead of being disrupted, be the dis-

rupter. I do it inside 
my own business,” 
said Ginna Rometty. 
“You will be the dis-
rupter if you choose 
to do it.” 

I believe some in 
the mortgage indus-
try are beginning to 
think ‘outside the 
box’ and take a more 
holistic approach to 
development of a 
better process. If you 
are a small lender, 
community bank or 
credit union, you 
may be more nimble 
and agile to tackle 
the challenges today. 
Certainly, the time 
and expense involved 

is manageable. However, if you are a major lender or 
large bank, and your product line is everything from 
origination through servicing, chances are you have 
a number of disparate systems (some legacy) that are 
disconnected. In either case, it is time to take a step 
back and analyze your overall business process. 

The primary objective of any new or modified 
system should be an enhanced consumer-friendly 
interface, including online help and educational as-
sistance. Historical and predictive data analytics will 
also become a key component. The bottom line is 
that the mortgage industry has to do a better job of 
harnessing the power of the computer to genuinely 
improve the process for all parties involved. v
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Artificial Intelligence has been 
around for decades but it hasn’t 
been until recently that its power’s 
been unleashed.


