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Editor’s NoTeS
Now It’s Your Turn
What inspires you? Let me share a personal story with you. My 10-year-old son recently gave a presentation. His
class learned about 20th Century American History, and as a lover of American History myself, I was very excited
to see what he came up with. His class was broken up into small groups after they finished learning about this time
period and each group had to prepare a presentation based on one decade in the 20th century to be delivered in front
of all the parents. My son hit it out the park. Further, he got huge applause from the parents in attendance and three
of them came up to us that night to tell us how wonderful he did. In addition, both fifth grade teachers came up to me
afterwards to tell me that everyone agreed that my son was the star of the night. I was inspired.
Sometimes we are assigned with what may seem like a huge task, in my son’s case it was giving his presentation,
but that doesn’t mean that we cave under pressure. To the contrary, when we are faced with these huge tasks, we
should rise to the occasion and really show what we’re made of. Along these same lines, I’m reminded of one of my
favorite poems by Maya Angelou that goes like this:
Did you want to see me broken?
Bowed head and lowered eyes?
Shoulders falling down like teardrops,
Weakened by my soulful cries?
Does my haughtiness offend you?
Don’t you take it awful hard
’Cause I laugh like I’ve got gold mines
Diggin’ in my own backyard.
You may shoot me with your words,
You may cut me with your eyes,
You may kill me with your hatefulness,
But still, like air, I’ll rise.
The poem is about overcoming the odds and rising up in the face
of adversity. Today the mortgage industry faces a lot of adversity in
the form of new rules coming from investors and regulators that
require that we throw out the old mortgage process in favor of
something new and better. I know that the mortgage industry is up to this task. As you’ll see in this magazine, seven
companies stood up and really innovated to solve pressing
industry problems last year. I would encourage you to
learn from their example. Get inspired. It’s your turn to
be designated one of these:

rEcipiEnt

Brought to you by PRoGReSS in Lending
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Your Voice

Going “E” from End to End
If you’re looking to go electronic, starting with a point solution
only works with a good road map. Here’s why:

By Tim Anderson

F

or years a core group of us has been
telling the industry that it’s time to get
the paper out of our systems. We’ve
performed studies that show paper is more
expensive, that it takes more time to process,
is usually missing pages or signatures, or gets
lost. It took the foreclosure crisis to really bring
home to the industry the negative implications
of lost or incomplete documents. After billions
of dollars in settlements to federal regulators
and attorneys general, it looks like our industry
is finally ready to say goodbye to paper forever,
or at least a majority of it.
Anyone who has yet to be convinced will
get all the persuasion they need when the Consumer Financial Protection Bureau implements
the Three Business Day Rule for mortgage loan
closings. When lenders and their closing agents
are forced to deliver a correct settlement statement to the borrower three days before closing,
they’ll learn just how difficult it will be to get
everything right and on time in a paper world.
Taking their businesses fully electronic will be
the only way to ensure compliance.
The good news is that the vast majority of
lenders are already moving in that direction. In
January, the industry got a boost when the IRS
announced that it would finally be accepting
electronically signed documents for the ordering of 4506-T tax transcript orders. The FHA,
one of the very few remaining federal government holdouts, is expected to follow suit later
this year.
The worry now is how lenders will go about
making that important transition.
Pushing the point solution. For much of the
past decade or so, electronic lending advocates
like myself have been urging lenders to quit
worrying about their entire enterprise and just
pick a process and take it electronic. By taking
out the paper in a piecemeal fashion, lenders
would be at least moving in the right direction
and selling themselves on the benefits of paper-
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less lending in the process. That tactic worked
for a number of reasons.
First, it was cheap. When it comes to technology systems, it always costs less, in the short
run, to isolate your systems and concentrate on
one process. Without the need to worry about
the interconnections between various systems,
technologists can create workable solutions
more quickly. But if we’ve learned anything
from the foreclosure process, it’s that there are
no truly unconnected systems in our business.
Or at least there shouldn’t be.
The good news was that the lower price tag
enticed more lenders to take a step into the paperless world and that was a good thing in the
long run.

After billions of dollars
in settlements to federal
regulators and attorneys
general, it looks like our
industry is finally ready
to say goodbye to paper
forever.
Second, if you kept the project focused and
small enough, it didn’t take long to configure
and test a solution. For many of these same
reasons, technologists could finalize their work
faster on isolated processes, giving lenders
successful pilots more quickly. In the end, a
successful test is the only way to convince an
executive to move more deeply into a solution.
The biggest reason that partial solutions
were beneficial in the early days is that by
getting lenders to experience their business
without paper, the benefits that researchers
promised proved to be real. It became clear to
the industry that it really did make sense to do
everything electronically.

Your Voice

This prompted more lenders to take another step
into the digital world, and another one after that.
Because the industry was under no real pressure to
make this shift work, many lenders gently made the
transition to fully electronic systems and are today
enjoying the benefits.
The days of no pressure are over. Any lender that
hasn’t already waded into the ePool had better be
ready to jump. With immense regulatory pressure
looming, the old method of just doing something is
no longer sufficient. Now, we need a new tack and
approach.
The recent news about the IRS decision is an example of this. With all the buzz around this news,
we’re already hearing from lenders who are interested in a point solution that will allow them to take
advantage of this decision for doing business with
the IRS. This makes sense because this is front and
center in the news, but since these lenders are not
considering how this decision impacts the rest of
their business, it’s short sighted.

Choosing a vendor that
can only provide a point or
piecemeal solution, without
a plan for getting to the next
step, will put the institution
at risk.
The 4506-T is just one document and while it
makes good sense to make the ordering, accepting, processing, filing and storing that document all
electronic, what about all the other documents? The
e-signature part of this solution can and should be
applied elsewhere in the enterprise. When it is extended, it should be done the same way. If it’s good
enough for the goose, it’s good for the gander as
well.
Seeking a paperless map. Electronic signatures
are more than a digital picture of a signature; they
are a process, a ceremony. E-sign is a legal process that includes proof that the borrower actually
viewed every document, whether there’s a signature
or not. Auditors will demand to know if the borrower actually viewed every document. There are
also requirements around whether the signature is
embedded or an overlay. There are other requirements around how the lender provides the tamperevident seal. Investors have a lot to say about what

is actually involved.
Providing a common and consistent eSigning experience. These processes can vary by vendor, but

using different types of e-sign technology across
an enterprise can cause problems with investors, to
say nothing of confusing borrowers and degrading
the consumer’s experience. Remember, from the
consumer’s perspective, there are many other documents they would like to sign electronically. If the
lender hopes to get consumer adoption, the same
tools should be used across the entire process and
borrowers should not be asked to sign some documents electronically and others traditionally.
Lenders no longer have the luxury of gently
moving into the paperless world. They need to get
in soon and they need to take their entire lending
process with them. That means that institutions will
be seeking solutions that will get all of the paper
out. Lacking that, they will seek out partial solutions that already carry within them the map for the
future steps that will get them fully electronic.
The very best way to ensure that is to work with
a vendor who can take you down that road as fast
and as far as you want to go, but in no case slower
than the government requires. Choosing a vendor
that can only provide a point or piecemeal solution,
without a plan for getting to the next step, will put
the institution at risk.
An “e”nterprise solution, from application, to
closing, to servicing. A good RFP will go a long
way toward separating those players who cannot
provide a complete solution from those that can.
It will also reveal which vendors understand the
nuances—from application all the way to closing
and loss mitigation—that could impact the lender’s
ability to comply with investor and regulatory
guidelines. Moving into electronic lending is no
longer a simple, cheap or fast implementation. Like
everything else in this business, it requires careful
consideration. ❖

Tim Anderson, an industry leader with over 30 years of experience, is a well-known advocate of electronic
commerce and eMortgages who serves as the head of DocMagic’s eServices Division. He is a current
member of the Residential Technology Committee (ResTech) and MISMO eMortgage Workgroup. He was
the original founder of the eMortgage Alliance, which promoted MISMO standards for delivering legal
paperless processes. He can be reached at tim@docmagic.com.
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The Latest Mandate

In today’s lending environment, both the markets and the
regulators are demanding more, but …

By Andrew Weiss-Malik

T

he mortgage industry needs more innovation. There is simply too much inefficiency trapped in the process of originating, processing and closing mortgage loans.
This must be improved through the development and implementation of new technology.
But therein lies the problem—the major players
in the industry, the large traditional banks, are
not only unable to leverage the technologies
that already exist, but at times appear unwilling
to support the development of new innovation
that would improve the industry overall. Without the participation of the firms dominating the
industry in terms of loan aggregation market
share; there is little chance that needed innovations are actually realized.
On the origination side of the business, the
industry has witnessed startling innovations—
but not from the major players. Mid-tier mortgage bankers and leading online originators
have, in particular, leveraged technology to
increase productivity on a per-employee basis.
For them, with largely flexible software and
systems, implementing a time-saving, productivity enhancing innovation may involve a few
hours of a programmers time, while for the major banks it could mean a multi-million dollar
overhaul of a rigid, legacy system. In fact, while
adding an employee equipped with technology
can improve productivity in a mid-tier lender,
a new employee at a major bank, forced to operate inefficient systems, can actually reduce
productivity.
This restraint in innovation, by the major
banks, does impact the overall industry and
consumers. A case in point is the measurement
of the average days needed to close a mortgage
loan. In August of 2011, the average elapsed
time from loan application to closing was 40
days. While this is too high, and unnecessary
given the complexity of the task, it has only
gotten much worse over time. By this time a
12
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year ago, average closing time had risen to 44
days. In June of 2012 it grew to 47 days, and
finished the year with a 55 day average! During
this time the five largest banks had close to 50%
of the mortgage origination market, with the
single largest player accounting for 1/3 of the

There is simply too much
inefficiency trapped in
the process of originating,
processing and closing
mortgage loans. This must
be improved.
market by themself. While increasing refinancing, and even improving purchase loan volume
do account for some of the increase, the fact is
that inefficiencies in the systems used by the
market-dominating firms explain most of the
increase. Efficient, technologically flexible systems can handle increased volume with minimal
increases in processing time.
It is in loan delivery to the secondary market that we witness the biggest impact of the
large banks inability to support innovation.
The product of mortgage origination is in one
sense, simply data. But the quantity and the format of this data create innumerable challenges
for the industry and regulators alike. With the
new focus within the industry on transparency,
compliance, accountability and risk mitigation;
data about borrowers, mortgage applications
and properties becomes the coded-language that
ensures adherence to the new standards. Yet,
without the leadership of those who dominate
the industry currently, efforts to establish common data collection and delivery protocols have

Delivering the industry’s
most trusted online lending tools
LoanQuoter® delivers innovative web portal solutions to meet today’s “tech
savvy” borrower expectations. This dynamic solution provides customized
product selection with mortgage and consumer applications along with a
secure consumer portal for the delivery of two-way documentation.

RemoteDocs® delivering critical lending information where and when you

need it with full audit trails. Not only can the use of Data-Vision’s RemoteDocs
secure electronic delivery reduce costs, but when applied to initial disclosures
creates a better, more compliant process.
Point, Click, Delivered. It’s just that simple.

Call us today!
(888) 925-8625
info@d-vision.com
www.d-vision.com
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In order to create an environment that is pro-innovation,
the economic costs of failing to innovate must be
high enough to force a change in behavior.
little chance of developing. This slows the process
of positive change in the industry.
For example, let’s consider the two major efforts
prior to the housing/mortgage crash to establish and
share common data standards across the mortgage
industry: MERS and MISMO. MERS was an attempt to develop a common data set and repository
for mortgage servicing. It allows the efficient tracking of notes and servicing rights. Yet, as valuable as
that is within the industry, many lenders are failing
to report closed transactions in a timely fashion.
Should fraud occur in the process, the delay in reporting to MERS reduces the potential of identifying the problem quickly and can result in a massive
cost to the victim
lender.
MISMO on the
other hand, is a far
more ambitious effort to define a common data set for all of
the major aspects of
the mortgage manufacturing
process
from
application,
through underwriting
to delivery in the secondary market. With
the current emphasis
in the new regulatory framework on
increasing the quality
and transparency of
loans, the utilization
of common data sets
across the industry
is essential. Yet, the
voluntary nature of
MISMO adherence
has resulted in “common” standards that
aren’t quite so “common.” Many lenders, particularly the largest ones, have employed variations to
one degree or another, to the MISMO standards. The
reason for these variations is likely the limitation of
their current technology to effectively produce or
retrieve the data in accordance with the standards.
What can lead the big banks and the industry
toward increased innovation? The laws of economics teach us that a rational actor in the market will
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choose the action that is in its own best interest. In
order to create an environment that is pro-innovation, the economic costs of failing to innovate must
be high enough to force a change in behavior. Market and regulatory pressures can provide the necessary incentive to make such changes.
As 2012 gave way to 2013, there was already
evidence building that consumers were reacting to
the increased closing times to obtain a mortgage by
moving in meaningful numbers away from large
banks as the source for their new loan. The market
share of the major banks is now on the decline, while
the market share of online, mid-tier and even small
originators is on the ascent. This market pressure
will eventually be sufficient to force the bank
originators to improve
their service standards
(through innovation and
leveraged technology) or
rethink, yet again, their
commitment to mortgage
lending.
A regulatory impetus
for change is the recent
adoption of Uniform
Mortgage Data Program
(UMDP) by both Fannie
and Freddie under the
direction of their regulator, the Federal Housing
Finance Agency (FHFA).
The UMDP includes several initiatives including
the Uniform Loan Delivery Dataset (ULDD), the
Uniform Appraisal Dataset (UAD) and soon the
Uniform Mortgage Servicing Dataset (UMSD).
Freddie describes the
ULDD is this way:
The Uniform Loan Delivery Dataset (ULDD) supports the work to implement uniform loan delivery
data standards and defines the data that we require
at loan delivery based on loan type, loan feature or
other business requirements. The ULDD helps improve data accuracy, simplifies the exchange of data,
and increases confidence that loan data delivered to
Freddie Mac is complete and accurate.

Next
Generation
LOS
Architect, Mortgage Builder’s
next generation LOS, is an
all-inclusive residential lending

solution

that

manages

your loans from prequalification through interim servicing
and delivery.
latest

Built with the

technology,

Architect

offers browser based access in
the cloud and expanded application enhancement capabilities.
See how Architect is helping move
our clients and the industry forward.

Contact Mortgage Builder today and learn more about
our next generation LOS. 800.460.5040 • www.mortgagebuilder.com
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Until recently only 18 fields of information were
required when a loan was sold to these GSEs, but
under the current version of ULDD that number has
increased to over 100 fields. Phase two of ULDD, effective in August of 2014, will require even further
refinement of the data submitted with loans sold
into the secondary market. However, the GSEs and
aggregators still require manual data entry or a flat
file upload. Web service technology has existed for a
long time and provides a method of automating loan
delivery.
At 360 Mortgage we had to innovate to work
around the loan delivery barriers. Through our technology development company, On The Go Technology, we engineered a 90% automation method to loan
delivery. The results were astounding. Productivity in
our loan delivery department increased to just short of
600 units per employee per month. Another example
is in the results of our automated interface with our
document preparation provider. After implementa-

tion we saw an increase from 80 units per month per
employee, in the closing department, to just over 200
units per month per employee. The technology exists
to drastically improve process efficiency and increase
productivity across all departments but without industry support for innovation, most companies will find
themselves falling behind the technology curve.
These market and regulatory pressures will eventually force all lenders to innovate their origination,
underwriting, loan delivery and servicing processes
through leveraging available technologies. But the
process will take time through which mid-tier lenders will push for things to move faster, while the big
banks will push for things to slow down. Eventually,
however, all lenders with a desire to remain in the
industry, will be forced to be efficient and effective
in providing loans to consumers and reliable products
for investors. That is when we can truly say: Out
with the old mortgage industry and in with the new
mortgage industry. ❖

Andrew Weiss-Malik, chief operating officer at 360 Mortgage Group LLC, is recognized as an industry leader
in mortgage-technology innovation. Andrew utilizes his past experience in capital markets, mortgage-product
development and efficient operations to enhance the lending value chain at 360 Mortgage.

The Lender’s Digital Marketplace.
The industry’s first Solution Selection Engine. This offering
was designed to revolutionize how lenders find the right
technology solutions to get maximum return on investment.
LendersDigitalMarketplace.com
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In Tune With Today’s Mortgage Market
Active Innovation. Proven Results. Real Experts.
Innovating the mortgage process since the dawn of on-line, Mortgage Cadence delivers proven solutions in the form of
double-digit ROI in every phase of the mortgage cycle, from forward and reverse origination through loan servicing.
Our team of mortgage lending and technology experts is the best in the business. Let us help you maximize efficiencies,
increase profits and quicken the tempo of your mortgage operation.
Orchestrator.

Our highlyconfigurable
mortgage enterprise
lending system
is the all-channel
choice to maximize
lending efficiency.

Symphony.

Our cloud based
system is the
retail lending and
CUSO choice for
increasing the
tempo of your
lending operations.

Reprise.

Our default
servicing solution
is the answer for
quickly turning
troubled assets into
performing loans.

Finale.

Our document
services dynamically
renders and delivers
disclosures and
closing documents
in real-time, bringing
your borrowers to the
closing table quicker.

Opus.

Our imaging
solution moves
lenders everywhere
closer to the holy
grail of paper-free
mortgage finance.

888.462.2336

info@mortgagecadence.com
mortgagecadence.com

Market Pulse
Driving New Business Opportunities

t

he Turning Point has specialized in Intelligent marketing
solutions since 1995 and what
they are seeing is a trend in the growing
number of companies that are looking
to address the challenge of managing
insight and activities across an evergrowing variety of channels with marketing automation that goes beyond
CRM.
The next generation of marketing
technology allows for even greater efficiency to automate marketing programs
and to create marketing campaigns
on-demand to build and maximize
customer lifetime value. Marketing
automation systems can be utilized to
identify and nurture high quality leads,
manage databases and mine business
opportunities from them.
The value of marketing automation
is that it has the potential to impact
both the cost and revenue of an organization. Marketing management capabilities address operational efficiency,
productivity and cost savings. Customer engagement helps maximize lead
conversion and customer lifecycle.
According to the Aberdeen Group,
companies with Marketing Automation
systems achieve 107% better lead conversion rate than those without.
Consider an Automated Marketing
System designed specifically for the
mortgage industry allowing you to not
only maximize productivity through
scheduled activities but manage databases, marketing and activities at all
levels within the company. ❖

The Move To Marketing Automation

To Deliver High Quality Leads
To The Point Of Sale

Marketing automation is showing the
strongest growth in the CRM market
space where companies utilizing

76%
Generating and converting leads are
big challenges in todays hypercompetetive environment where
ﬂeeting customer loyalty is on the rise.

76% of Marketing Ofﬁcers consider
generation of high quality leads
their greatest challenge

marketing automation to
nurture prospects
experience a 451% increase
in qualiﬁed leads

451%

Top technology payoffs

SCHEDULED
CONTENT
DELIVERY

INTELLIGENT
LIST
SEGMENTATION

CAMPAIGN
CREATION AND
MANAGEMENT

STRATEGIC
CROSS
PROMOTION

REPORTING
/METRICS
AND ROI

Among marketing automation users

95%

63%

95% increased ability
to measure
sales lead quality

63% increased ability
to measure
effectiveness and ROI

A 2012 study by The
Lenskold Group showed
that companies using
marketing automation
report faster growth
than ones that don’t.
The Turning Point, Inc 2013
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Add a new dimension
to closing loans...

collaboration
Picture a Web-based “paperless office” that serves
as an end-to-end document management tool for
brokers and correspondents– actually reducing costs,
saving time, increasing efficiencies, and reducing
bottlenecks in the loan process.
Put DocVelocity in the picture and your
customers will thank you for helping them
take the work out of paperwork.
Visit docvelocity.com/info
or call (877) 362-8356.

The information provided here is for dissemination to and for the use of real estate and financial business entities only and is not an advertisement for the extension of credit to consumers.

Process Improvement
So, What’s Next?

PROGRESS in Lending is recognizing the top innovations to
happen in the past year, but I wonder what the top innovations
of this coming year will be.

By Tony Garritano

A

s we all know, PROGRESS in Lending
was developed to be the place for thought
leaders and visionaries to come together
and share their ideas about how to revolutionize
the mortgage industry. The Innovations Recognition Program is an extension of that goal. For the
third year in a row, the PROGRESS in Lending
Executive Team has come together to name the top
industry innovations of the past 12 months. However, I’m not one that likes to look back. I want to
look ahead. So, I began to wonder what the big
innovations for this year will be that PROGRESS
has the privilege of honoring next year.
To get some ideas, I turned to prominent industry experts to get their insight. First, I talked to
Randy Schmidt, President at point-of-sale vendor
Data-Vision, and he is very big on the impact
mobile technology can have on mortgage lending
over the course of the next year. “With the explosion of mobile computing, lenders really need
to make more of their information and systems
available online,” he said.
“Consumers now expect to be able to research,
apply, obtain loan information and communicate
with their lender from anywhere at any time. But
the benefits of moving online aren’t limited to
dealing only with consumers. With the ubiquity
of Wi-Fi and wireless data,” Schmidt continued,
“lenders are beginning to equip their staff with
laptops and tablets allowing them to work or meet
with customers remotely.”
In fact, research as spelled out in the 2013
“Bankers As Buyers” report put out by The William Mills Agency shows that mobile computing
is beginning to catch on. Mobile banking is on
the rise, now used by 33 percent of mobile consumers, up from 24 percent in 2011, the report
says. Of the top 25 U.S. financial institutions by
deposits, about half are offering mobile personto-person (P2P) transfers and mobile remote
deposit capabilities, a figure that has more than
doubled since 2011, according to Javelin Strategy
& Research. Javelin reported that mobile bank-

20

Tomorrow’s Mortgage Executive

ing added 10 million more U.S. adults in the
past year, as smartphone usage surpassed feature
phones and tablet adoption surged to 21 percent.
Beyond any one technology being named a top
innovation though, the biggest possible innovation may come in the form of a strategy that allows
lenders to more easily navigate off of one technology that is outdated in favor of a more modern
technology. “Just about every top 20 lender that
I talk to has an old origination system that they
are tied to,” said Scott Stein, President and CEO
at loan origination software (LOS) vendor Xetus.
“If there was a way to move these large lenders to
a new system in three or four quick and easy steps
in order to unload the old origination system, that
would be a huge innovation. Lenders want to do
modifications, subordination, credit cards, auto
lending, commercial, all in one system, but they
can’t seem to move off these older systems that
are holding them back.”
Simply put, as the mortgage industry and economy begin to recover, lenders are increasingly reevaluating their technology options. According to
a QuestSoft survey of 461 lenders nationwide last
year, 18.7 percent of mortgage lenders are considering changing their LOS in the next 12 months.
This is the highest percentage looking to switch
in the six years QuestSoft has been conducting its
annual survey.
“The biggest issue that lenders have is IT
resources,” said Stein. “The IT resources of the
average lender are so focused on maintaining old
systems in the face of new rules. Their IT folks
are just swamped. Lenders can’t even think about
the next big innovation because they are so focused on keeping older systems compliant.”
What is undeniable is that the need to maintain
compliance is going to be driving innovation in the
mortgage space literally for years to come. “The
regulatory and rising interest rate environments
will dictate how lenders will be investing their
resources during the next 12 months,” explained
Marsha L. Williams, an attorney with Middleberg
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Riddle & Gianna. “Lenders must invest in technology and resources to comply with the myriad of rules
being issued by the Consumer Financial Protection
Bureau. They must also implement guidelines and
techniques for underwriting loans quickly, while
determining the applicants’ ability to repay their
loans within regulatory restrictions in order to stay
ahead of the competition. A lender using technology
which results in expeditious processing of loan applications within the regulatory thresholds will be
successful.”
Another issue that lenders will be facing over the
course of the next 12 months is a rising purchase
market. The MBA predicts that refinance volume
will fall from $1.2 trillion in 2012 to $785 billion this year, while purchase activity is slated to
rise from $503 billion to $585 billion. What does
this mean when it comes to predicting the next big
industry innovation? It means that lenders are going to need technology to help them process a loan
much faster and much cheaper because purchase
business is more costly to originate as compared to
doing refinances.

loan compliantly and paperlessly through the entire
mortgage cycle is no longer optional and is essential
for the second activity, which is focusing on productivity, efficiency and profitability. Closing home
purchase loans takes longer and costs more than
their refinance counterparts, so the ability to be ef-

A lender using technology,
which results in expeditious
processing of loan
applications within the
regulatory thresholds will
be successful.
ficient is now the key to thriving in the years ahead.
The third has nothing to do with technology, since
buying a surfboard doesn’t mean you can hang ten;
instead, it has everything to do with strategy.
“We have to learn and re-learn how to make loans

Source: IDC Financial Insights
“Twelve months from now, we’ll be poised at the
very beginning of the longest sustained purchasemoney market those of us lending today have ever
experienced. No more periodic refinance waves,
just the flat, calm sea of purchase activity stretching out to the limitless horizon,” pointed out Dan
Green, Executive Vice President at Marketing at
Mortgage Cadence, LLC. “Knowing this, lenders
should spend their 2013 energies on three activities,
the first of which is updated lending technology.
“A single, comprehensive system that manages a
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to people who are buying homes by asking ourselves
who our target is, where will we find them, how will
we attract them, what products we will offer them,
and what will we do to ensure we close their loan
and retain them forever,” continued Green. “If we
think about it, 2014 and beyond is uncharted territory where opportunity abounds for those who are
prepared.”
Everyone I talked to agreed that lenders need to
use technology in an innovative fashion to turn any
uncertainty that the industry may face into solid

Origination and Servicing Systems

Mort

We ’ re l i s t e n i n g
MortgageFlex Systems became a market leader by listening to our clients. You told us what you wanted and
we delivered.
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Providing successful solutions takes more than just delivering a system in a new architecture. It takes experience,
knowledge, creativity, and commitment to be a long-term technology partner.
No one knows what the future will bring, but one thing is certain – MortgageFlex will be there with the solutions
you need. Call today to experience the MortgageFlex difference.
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success regardless. Dave Stricklen, Sales Direct at
LOS PowerLender, distributed by ASC, put it this
way when he said, “Most lenders agree that the
mortgage market is growing. But as usual, they
have no idea the rate, direction or duration of this
growth. They harbor fears of being unprepared from
both a technological and resource perspective and
they don’t know how regulatory factors will impact
this growth. Research by the Federal Reserve has
confirmed that the burden of regulations falls disproportionately on smaller banks so lenders must
invest in technology that provides them with great
flexibility, embraces integration with best-of-breed
providers and promotes efficiencies.

What is undeniable is
that the need to maintain
compliance is going to be
driving innovation in the
mortgage space literally for
years to come.
“Lenders who prepare their operations to maximize efficiencies while remaining agile will be the
ones best poised to take advantage of what may
come in the next year,” noted Stricklen. “These
technologies must be flexible enough to transition
their lending operations from reactive to proactive. These technologies must partner with the best
business, regulatory compliance and technology
providers in order to leverage their expertise while
minimizing costs. They need to be able to maximize
their limited resources by relying on technology to
do more and do it better.”
Interestingly, when you talk to lenders about future innovation, they agree with the various technology vendors that I talked to. For example, Churchill
Mortgages’ Vice President of IT, Dan Jones, said,
“Market conditions are still very good for refinances
right now, so the biggest change (besides compliance) over the next year or two will be the need to
shift new business to the emerging purchase market
in order to sustain lending levels most have enjoyed
over the last couple of years. There are some great
places to innovate such as mobile technology, customer retention marketing solutions and improving
business intelligence for a better look into the daily
processes.

“Each of these should yield good results if done
properly. The key over the next year is to invest in
the solutions that couple affordability with the development of purchase business as well as revamp
internal processes to support interaction with customers and Realtors in our ever-changing world
of new technologies. Once the customer is in the
pipeline, making sure your systems and processes
are ready to handle the time-sensitive purchase
business is going to be a major key to success.”
Daniel Jacobs, President of Retail Branching at
Residential Finance Corporation (RFC), added,
“Over the last five years, our industry’s technology
has been focused primarily on compliance. Over the
next year, originators need to focus keenly on what
will enable them to best compete in a purchaseoriented market. The two areas to focus on will be
CRM and consumer-facing electronic communications and interactions.
“Why do I say this? The CRM will help the
originator leverage relationships for more referrals
when the consumer-direct lead model wanes. And
consumers have become accustom to electronically
submitting documents, e-signature technology and
real-time status updates and communications online
and with mobile technology. Originators who refocus on their core referral and customer relationships
leveraging technology will be able to adapt to a
rising-rate, lean-margin, purchase-oriented market
far better than those who do not,” concluded Jacobs.
The underlying message here is that innovation
will happen because lenders are looking for smart
technology that solves real business problems. ❖

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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The networked mortgage.
You need to collaborate with all the participants,
partners, and services that are involved in
processing your loans. Only eLynx gives you a
complete end-to-end data-driven workflow with
single-point connectivity to your entire
mortgage ecosystem.
The networked mortgage with eLynx delivers
on the promised benefits of the eMortgage.
Greater transparency. Better data quality.
Improved processing efficiency. Cost savings.
Ironclad compliance. Return on investment.
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See why hundreds of banks – including
25 of the top 50 banks – trust eLynx to support
their data-centric document collaboration,
distribution, and connectivity needs, getting
them to a true eMortgage workflow. Since 1994,
eLynx has processed more than 50 million
loans, built the nation’s largest settlement
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electronic closing services.
For more, visit us online at www.elynx.com.

Future Trends

Creativity and Innovation
Creativity is having ideas, any new ideas, and innovation is
successfully implementing useful new ideas.

By Roger Gudobba

C

reativity is a crucial part of the innovation equation. Creativity is characterized by the ability to perceive the world
in new ways, to find hidden patterns, to make
connections between seemingly unrelated phenomena, and to generate solutions. Generating
fresh solutions to problems, and the ability to
create new products, processes or services for
a changing market, are part of the intellectual
capital that give a company its competitive edge.
To put it another way: “A product is creative
when it is (a) novel and (b) appropriate. A novel
product is original not predictable. The bigger
the concept and the more the product stimulates
further work and ideas, the more the product is
creative.” —Sternberg & Lubart, Defying the
Crowd
Creativity requires whole-brain thinking;
right-brain imagination, artistry and intuition,
plus left-brain logic and planning.
Creativity and Economic Development.
Daniel Pink expanding on this idea in A Whole
New Mind (2005), which defines Economic
Development as:
1.

Agriculture Age (farmers)

2.

Industrial Age (factory workers)

3.

Information Age (knowledge workers)

4.

Conceptual Age (creators and empathizers)

Pink argues that left-brain linear, analytical
computer-like thinking are being replaced by
right-brain empathy, inventiveness, and understanding as skills most needed by business. He
points to Asia, automation, and abundance as
the reasons behind the shift. Pink says “Logical and precise, left-brain thinking gave us the
Information Age. Now the Conceptual Age –
ruled by artistry, empathy, and emotion. What
does this mean for future jobs? Winners are designers, inventors, counselors, ethnographers,
social psychologists, and other right-brain
folks, while lawyers, engineers, accountants,
26
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and other left-brainers will see their jobs migrate to Asia.”
For innovation to flourish, organizations
must create an environment that fosters creativity; bringing together multi-talented groups of
people who work in close collaboration together- exchanging knowledge, ideas and shaping
the direction of the future.

Creativity is thinking up
new things. Innovation
is doing new things,
according to Thomas Levitt.
What do I mean by creativity? According to
Linda Naiman, founder of Creativity at Work,
“Creativity is the act of turning new and imaginative ideas into reality. Creativity involves
two processes: thinking, then producing. Innovation is the production or implementation
of an idea. If you have ideas, but don’t act on
them, you are imaginative but not creative.”
Developing Your Innovative Thinking Skills.
Ever wonder how “they” thought of that idea
or what it takes to be more innovative? Before
you begin, it is essential to shift to “right brain”
thinking. The right side of our brain is where
we do our imaginative, emotional and visual
thinking.
Here are some thoughts from an article by
Barry Roberts detailing how to be truly innovative:
“First of all believe that you are innovative!
Let me assure you that whether you believe that
you are or, that you are not, you’re probably
right. To help establish a real belief in your
ability, think back on some of the innovative
things you have done, said or created during
your career. Next, understand that when our
thinking takes on a definite form and structure
it becomes more effective. While I am suggest-

Experience the difference...
Our dedicated people are here for you,
every step of the way.

NMLS# 282701

(734) 432-0212

www.mycvf.org
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ing that all readers follow the same step-by-step format, you’ll find that because of your own uniqueness,
tastes and life experiences you will each develop
your own innovative solutions, even when the questions are the same.”
Here are some tips that Roberts suggests:
1. State the question, problem or dilemma clearly.
2. List all the possible answers to your
question or solutions to your problem.
3. Do not pre-judge or edit your ideas.
List everything (everything!).
4. Review your list and group your
ideas/answers into categories.
5. Take the best or most unique ideas/
answers and elaborate on them to
make them truly extraordinary.
You can do this by combining two ideas, consider
using or doing your idea in a totally new and different way, look at it upside down or backwards, and be
outrageous! Add to them, diminish them, change the
color or shape, turn it inside out (get the idea?). You
can make the shift by bringing humor to your mind
(read the funnies or listen to your favorite comic), try
some brain teasers (create your own: list all things
you can think of that are different shades of green or
what other uses are there for a wristwatch, other than
a time instrument?), listen to music, play with your
kids or play like a kid.
Don’t be afraid to take risks! New answers are
what lead to excellence and that is what Innovative
Thinking is all about. Don’t be afraid of failure either.
Failure is a sign that someone is doing something!
By learning from our failures we get them out of the
way and move towards success. Remember that by
simply approaching a problem, question or dilemma
in a new way, we will usually come up with answers
or solutions that are new as well. Giving ourselves
the opportunity to see a vast array of possible solutions or answers and then categorizing them to find the
most unique, enables us
to develop the innovations we seek.
Why don’t we
see more creative/
innovative thinking
in our workplace
today? Well, most
organizations cannot handle a steady
stream of creative people

running around with great ideas because they fear it
would cause complete chaos in the organization. As
a result, PROGRESS in Lending has chosen to push
our space along. That’s why for the third year in a
row PROGRESS in Lending is recognizing top mortgage industry innovation. I’m proud to be a judge for
the competition.
What sets the PROGRESS in Lending Innovations
Program apart is that it is not a subjective competition.
All applications are scored on a weighted scale. We
looked for the innovation’s overall industry significance, the originality of the innovation, the positive
change the innovation made possible, the intangible
efficiencies gained as a result of the innovation, and
the hard cost and time savings that the innovation enables industry participants to achieve. I can tell you,
every year the judging gets more difficult.
As we look at the mortgage space, innovation is
more important now then ever before, which is why
there is a real industry need for the PROGRESS in
Lending Innovations Program. We want to recognize true innovations, but we also hope to encourage future innovation. For example, it’s not enough
to just complain about new regulation; you have to
do something about it. As we all know by now the
Consumer Finance Protection Bureau has been very
busy. In one case, they determine the criteria that will
be used to determine a borrower’s ability to repay
by providing our industry will eight guidelines. The
CFPB said that “at a minimum, creditors generally
must consider eight underwriting factors: (1) current
or reasonably expected income or assets; (2) current
employment status; (3) the monthly payment on the
covered transaction; (4) the monthly payment on
any simultaneous loan; (5) the monthly payment for
mortgage-related obligations; (6) current debt obligations, alimony, and child support; (7) the monthly
debt-to-income ratio or residual income; and (8)
credit history.”
How should we comply with these eight guidelines as an industry? That’s where innovation comes
in. We have to think creatively and strategically
about how we can both reshape and automate the
lending process to ensure future success. It’s no
longer enough to just do the same-old, same-old. Essentially innovation is the process of implementing
new ideas, of turning creative concepts into realities.
That’s what I hope we’ll see more of over the next
12 months. So, get to work. I wonder: What will you
submit for consideration as part of the PROGRESS
in Lending Innovations Program next year because I
know that you’ll be innovating, right? ❖

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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Business Strategies
You Can Grow Faster

The mortgage market is moving a mile a minute so you have to
keep up. The smarter you are in how you keep up, the more you’ll
be able to grow.

By Michael Hammond

A

re you too busy to grow? Sounds crazy,
right? But for many service providers, it’s
true. You’re caught in a cycle of activity
that makes you feel like you’ll never get ahead.
Or perhaps your business is thriving, but you have
no time to think beyond the here and now.
The truth is that many service providers don’t
even realize they’re stuck. They’re simply overwhelmed. I recently read an article called “Are
You Too Busy to Grow?” by Joellyn Sargent
that challenges the reader to ask if either of these
statements rings true:

Getting from here to where
you want to be is not easy,
especially when the change
involves choosing among
several items you want or
even feel you need to do.
First, do you have a solid strategy, but you can’t
find time to implement it because you’re always
dealing with more pressing things?
Second, are you so busy with day-to-day, tactical activities that you can’t find time to plan?
If you answered yes to either of those questions, it’s time to get out of denial mode and do
something that will move your business forward.
Although the symptoms of the activity trap
appear in two opposing forms, the solution to
getting unstuck is the same. Here’s what Sargent
recommends:
1. You must commit to making a change. Getting from here to where you want to be is not easy,
especially when the change involves choosing
among several items you want or even feel you
need to do. If you’re going to break the bonds of
the activity trap, you need the fortitude to say no
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to some things in order to open up new possibilities. Be prepared to let go of activities, projects,
commitments, and customers that don’t add value
so you can focus on what is really important.
2. Give yourself breathing room. Many service providers equate busyness with productivity. They are not the same. I know activity can
feel like a safety net. It’s discomforting to some
people to stop doing things that have become routine. Seeing an empty inbox or a clean desk makes
some of us squirm. Get over it and take some time
(ideally a day, but a half-day or even an hour can
help) to step back and assess where you’re spending your time.
Is e-mail eating up hours every day? Are you
chatting on social media without getting results?
Some tasks can be delegated or outsourced, while
others should be dropped altogether.
3. Look at the big picture. Now that you have
the physical—and mental—space, take a deep
breath, step back, and take in the view. Whether
you have a strategy that hasn’t been executed or
you simply haven’t taken the time to create one,
you need to think about where you’re going.
Where do you really want your business to be
next month or next year? This step is not about
spending hours creating a new strategic vision or
writing up a long list of goals and priorities. It’s
simply a checkpoint. Can you see where you’re
going? If you can’t visualize your destination,
you’re not ready to move.
4. Get real. We all tend to kid ourselves about
how much we can accomplish and how fast we
can do it. Success requires realism as well as optimism, and you must be honest with yourself to
break the activity cycle. Once you know where
you want to go, you’ll see there are certain things
you absolutely must do to get there. We know
intuitively that hitting a big goal means completing these steps, like executing on the strategy we
mapped out for our business. But that doesn’t
guarantee we do it.

Business Strategies

5. Set priorities. What’s missing for many service
providers is the connection between the big goals
and the small choices that either move us closer to
where we want to be or take us off course. Establishing clear priorities gives us a lens through which we
can test our choices. Checking frequently to be sure
what we choose to do is also the activity we need to
do provides course correction and focus.
Here’s a simple way to balance your efforts:
Draw three columns on a piece of paper and make
a list of things that you: 1) must do, 2) should do,
and 3) want to do.
On the left, put the must-dos. These are non-negotiable. They might be paying bills and meeting new
clients, but this column should also include things
like building thought leadership through speaking
and writing. Most important, the list needs to incorporate the key tactical activities to support your
strategic vision.
The must-do items should be planned out in advance as firm commitments around which you’ll
build your schedule for should-dos and want-to-dos.
In the center, your should-do list will consist of
things that are important but not critical to reaching
your goals. Lots of these may be items someone else

placed on your list, and you’ll need to determine if
their priorities are really yours as well.
Finally, your want-to-do items on the right side
can be used to fill in the gaps and add a little fun to
your day. These might include updating the décor of
your office, creating an extra piece of collateral, or
sponsoring a charity event.
If this little exercise results in a page that is too
heavy on the left or has an endless list on the right,
that’s a sign your priorities are out of balance. Work
through each column and be sure you’re honest with
yourself. When you’re done, you should have a
much better perspective.
Simply put, in today’s society everyone is moving

a million miles a minute. Why? They have to get
the kids to school, pick-up their dry cleaning, get
the kids to their special events like ballet, gymnastics, football, or soccer. They have to update their
social networks on facebook, LinkedIn, etc. That’s
all before they get into the office and face a flood
of meetings, conference calls, internal meetings, etc.

When we focus on our
priorities and take care of
the things that matter most
there is still time in the day
to accomplish all of the
other things.
But you can translate being busy into being productive. Here’s how:
First, let’s start with a metaphor so you can picture what I’m really getting at. During a number of
our training sessions with clients we do an exercise
called: magic beans. We have a jar that will hold
1,000 beans. Those beans represent all the things we
do in life that make us busy (kids, work, travel time,
meetings, etc.). We also have five golf balls that represent the five most important (priorities) things that
you have to do.
Each bean that you drop into the jar represents
one of the things that makes your life so busy, filling
the jar with the 1,000 beans. What happens when
you allow life and all of these busy items to control
your day, is that when it comes time to focus on your
top priorities (i.e. the golf balls) they simply do not
fit into the jar. Much like never having enough time
to focus on what truly matters and produces results
in your life.
Next, we empty the jar and instead of letting the
busy items control our life we start by focusing and
prioritizing on those things that matter most. We
drop the five golf balls into the jar first and then we
proceed to drop all of the 1,000 beans (busy items)
into the jar. That’s when the magic takes place. All
of the golf balls and beans fit into the jar and we can
screw the lid on tight.
The point of the visual is to represent that when
we focus on our priorities and take care of the things
that matter most there is still time in the day to accomplish all of the other things. ❖

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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As The Mortgage Industry Evolves
How Will You Manage Change?

Where
are you
now?

Where
would you
like to be?

Is it
possible to
get there?

How do you
achieve this?

Is the plan
working?

Make
necessary
changes

Whether you are looking to update, optimize or replace a legacy loan
origination system Automated Solutions Inc. can help you bridge the
gap between where you are today and where you want to be.
For the past 10 years ASI has been recognized by the Mortgage Banking community as a reliable source for
technology change Management by virtue of experience, training, education, professionalism and strong “client
focused” project management skills. ASI can help you develop and deliver a business It plan that will streamline
your business by identifying and removing technology defects in the loan process which expose compliance
risks or lead to long turn times and manual work arounds. ASI’s mortgage industry knowledge combined with a
deep understanding of mortgage technology ensures efficiency in achieving change within your organization.

Automated Solutions Inc.
FA c I l I tAt I n g c h A n g e

contact claire hernandez, ItBMc - Mortgage technology Project Manager at:

(732) 735-0172 | asitechgroup.com

Clearing
The Compliance
roadblocks ahead
By Lisa M. Weaver

Today, a heavily burdened regulatory environment has emerged,
with more changes on the horizon that will impact lenders’
profitability, but there is a clear path to ensure success.
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In

today’s dynamically shifting
regulatory environment, ensuring loan compliance is essential. While the direction of the housing market remains unsettled in 2013,
one thing is certain: compliance will be
at the forefront of mortgage technology,
origination and servicing initiatives for
all lenders, and will have a palpable
impact on small and mid-tier non-banks,
community banks and credit unions, all
maneuvering to adhere to the Consumer

Financial Protection Bureau (CFPB)
and Dodd-Frank requirements.
Born out of necessity and as a result of
the housing crisis, mortgage processes,
products and technology are in a state of
transformation. Today, the typical loan
cost has increased, making the relevance
of technology exponentially important.
With the emergence of cloud technology
and Web-based applications, the ability
to improve efficiency and precision can
be key factors to reduce costs.

Furthermore, according to 2013
“Bankers As Buyers,” a report by William Mills Agency, the prevalence of
various Federal and State regulations
will mean that compliance-related
spending will—by necessity—be a priority for many financial institutions.
It is clear that lenders will face
complex issues in managing efficient
compliance management within their
organizations, but hiring more staff is
not always the answer.
Tomorrow’s Mortgage Executive
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A QuIck DrIve Down
MeMory LAne
To better understand the current
and future regulatory landscape, one
must look at recent history.
Five years ago in 2008, the Federal
Reserve Board proposed rules to prohibit unfair and deceptive practices.
In 2010, the Truth in Lending Act and
Real Estate Settlement Procedures

But the fact remains: ensuring
complete accuracy, despite the everchanging regulatory landscape, is a
critical priority.
To maintain regulatory compliance,
small and mid-sized lenders should
strongly consider partnering with an
experienced team, whose core competency is staying informed of regulatory changes. In addition, automation

Today, the typical loan cost has
increased, making the relevance of
technology exponentially important.
Act were amended to codify the 2008
changes and incorporate additional
requirements.
Adding to the complexity of the
current regulatory environment is the
overlap of different regulations via
Federal, state, CFPB, etc., which are
often difficult to interpret. As a result,
preparation for regulatory exams and
audits is increasingly daunting.
Today, a heavily burdened regulatory environment has emerged, with
more changes on the horizon that
will impact lenders’ profitability. The
cost to originate loans has increased
due to regulatory pressures, licensing
requirements and the return to fully
documented loans. This trend is expected to continue as the regulatory
infrastructure solidifies over the next
several years.
SoLvIng the coMpLIAnce
chALLenge wIth
DeDIcAteD expertS
So how do mortgage lenders not
only maintain compliance today, but
efficiently and effectively stay abreast
of potential changes tomorrow may
bring – and be profitable?
For many small and mid-sized
lenders, managing an efficient compliance management practice internally is simply not practical. Doing
so requires a significant investment
in resources and expertise, including
management, sourcing resources and
training.
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at every point in the process is key.
Lenders should invest in an automated
loan origination system that offers
complete functionality from point of
sale to closing and delivery of loans to
the secondary market.
To achieve this, institutions should
look for mortgage loan software built
with the latest web application technology to enable lenders to process
mortgages anywhere and anytime.
Such technology should enable business-level controls for all processing
decisions and effectively accommodate full compliance with regulatory
requirements.
When selecting a partner, institutions should look for a provider
dedicated to delivering regulatory
consulting to guide them through risk
evaluations and comprehensive loan
data analyses. An ideal partner should
have a thoughtfully designed and
customized compliance/risk advisory
service, utilizing contracted subject
matter experts dedicated to all things
compliance.
SAvIng coStS through
AutoMAtIon AnD
outSourcIng
Compliance costs will undoubtedly continue to grow due to regulatory pressures. In addition, the cost
of complying with other federal laws
will also likely continue to rise as regulators increasingly scrutinize institutions’ lending practices in an attempt

to avoid issues that led to widespread
institution failures.
According to Jeanne Capachin, a
senior consultant at Graber Associates, in the most recent “Bankers as
Buyers” report, “Engineering regulatory compliance and transparency
into corporate, trade and transaction,
customer servicing, and reporting
will be top priorities for North American banks and investment services
firms.” Capachin further advised that
institutions will need to leverage
compliance-aware data management
strategies that incorporate the needs of
risk, finance and legal/regulatory operating units at both line-of-business
and oversight levels to try to manage
compliance costs.
Capachin is dead on. By investing
in automated technology and leveraging a dedicated, outsourced team of
compliance-aware subject matter experts, small and mid-sized lenders can
not only better maintain regulatory
compliance today and in the future,
but also benefit from significant cost
savings.
Take, for instance, the cost to originate a typical loan, which increased
slightly in 2012 to $5,163 (previously
stated). This amount includes the total
loan production expenses – commissions, compensation, occupancy and
equipment, and other production expenses and corporate allocations.
By automating the process, lending institutions are able to shave off
approximately $200-$300 per loan,
according to our findings. That is a
potential annual industry cost savings
of nearly $905 million, based on the
number of 2012 home sales cited by
the United States Census Bureau.
StreAMLInIng proceSSeS
to IMprove profItAbILIty
In addition to cost savings and
improved quality, automating compliance and originations streamlines the
process to enable smaller lenders to
support increased loan volumes. By
ultimately outsourcing the operations
side of the business to a team of experts, lenders can better focus on the
core of their business – getting loans
through the door.

A case in point: Henderson, Ky.-based
The Bank Mortgage Network (TBMN),
a division of $130 million-asset Bank
Trust Financial Corp., formerly The
Bank of Henderson, Inc., originates
loans for a network of ten community
banks throughout Kentucky. In the years
following the mortgage crisis, TBMN—
like many institutions—found it challenging to grow its business. To ensure
it met regulatory guidelines, the lender
was forced to dedicate internal resources
to compliance tasks, which meant fewer
resources available to originate loans.
Tom Hughes, president of TBMN,
explained in a recent interview that to
employ all the people needed to perform
compliance checks, it would take about
six people to produce a single loan. That
translates to six salaries, plus benefits
and vacations, he added.
To improve operations, reduce costs
and free up resources to focus on its core
business, TBMN partnered with ISGN
to implement an outsourced workflow
by leveraging technology and a dedicated, outsourced team of experts. Mort-

gage applications are now processed
and loans are underwritten and closed
like cars on an assembly line, Hughes
explained in the interview.
Now, a diverse team of mortgage processing experts work around the clock
to check applications each night, significantly speeding the process and reducing costs. With outsourcing, the lender
is paying by the loan—a significant
improvement, according to Hughes.
TBMN is now closing loans within
15 days, and because the lender can better focus on bringing in applications, it
has rapidly grown since its initial implementation in 2012. TBMN expects to

continue to grow throughout 2013.
reMAInIng focuSeD on
core coMpetencIeS
key to SucceSS
Many lenders simply cannot afford the increased headcount but are
burdened with increasing regulatory
requirements. In response, these institutions must think strategically about
their operations. Institutions must determine what their core competencies
are and outsource their other business
components. In doing so, lenders and
servicers will be better equipped for
success. ❖
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How Do We
Deal with

The
CFPB?

We have to improve our performance under these
new rules and guidelines and earn back the right to
have more latitude. Are you with me fellow lenders?

By: Rick Sharga

M

y son, a high school sophomore, has been an Honors
Student since 6th grade. So it
was a bit of a concern when recently
his Chemistry and Algebra II grades
dropped below what the Sharga household views as acceptable. My wife and
I spoke with him about this and he
assured us that he would work toward
bringing his grades up. Considering his
good track record, and his diligence in
completing his homework and class assignments, we agreed to watch and wait
for him to make good on his promise.
While he likely had the right intentions, his approach wasn’t exactly …
promising. As he’d done for the past
few years, he completed all of his
homework before getting home, so
textbooks seldom made an appearance.
He passed his time playing games
on his X-box, surfing the Internet or
watching TV, while assuring us that he
was studying during his free period at
school. Remarkably, his grades inched
up, but unfortunately plateaued at a
level that required one of those dreaded
“Father and Son” discussions.
I laid out a pretty compelling argument for him: to get into a decent college, you need good grades; to get a
decent job in today’s market, you need
to get a degree from a decent college;
so unless you want to wind up like your
uncle, we need to get those grades up.
I’ll leave it to your imagination what
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“unless you want to wind up like your
uncle” means, but suffice it to say that
this was enough of a “Scared Straight”
moment for my son that he actually
asked for help. His way, he admitted,
simply wasn’t working.
So I’ve helped him establish some
new guidelines and implemented some
new rules. There’s a mandatory study
period after school (which includes
the use of textbooks), extra study time
added to prepare for upcoming tests
and quizzes, and a set cut-off time for
all electronic devices in the evening.
And, if there’s a need for more help,
we’ll bring in a tutor, since Chemistry
and Algebra II aren’t two subjects I
have any desire to re-learn at this stage
in my life.
Our son is actually okay with these
guidelines. He knew that he needed
help creating a more structured approach to studying, and is happy that
the program still gives him time for
baseball, volleyball and his electronics.
And he’s been assured that if his grades
get better, there may be some more latitude in the guidelines as time goes on.
We’ll see how this all works out, but
for now we’re optimistic.
Aesop’s FAbles
“So what,” you may be asking, “does
any of this have to do with the mortgage industry?” That’s a fair question.
If you’re at all familiar with Aesop’s

Tomorrow’s Mortgage Executive

39

Fables, you probably already know
the answer. Aesop’s Fables weren’t
really about lazy grasshoppers and
industrious ants; or disingenuous
foxes and hard-to-reach grapes; or
even about geese who were unfortunate enough to lay golden eggs in a

been exceptions—the Savings & Loan
crisis comes to mind—but the fact that
these exceptions have been so rare
simply strengthens the argument that
the industry has had a stellar performance record over the years.
A big reason for that excellent track

The world of lending has undergone
a metamorphosis since those
community-banking days, and those
changes accelerated during the late
1990’s and early 2000’s.
town filled with greedy, shortsighted
goose disembowelers. Aesop’s Fables
worked on multiple levels. On the
surface, they were nice little stories.
Just below the surface, they revealed
a fundamental truth—the moral of the
story. And at yet an even deeper level,
these stories might have spoken to issues of importance, which stated in a
more straightforward manner might
have landed our famous storyteller in
hot water with the Grecian authorities
of the day.
Similarly, the story about my son’s
issues with Chemistry and Algebra II
aren’t really about a high school student and his grades any more than the
story of the ants and the grasshopper
was about how insects go about feeding themselves over the winter. His
story was, at a deeper level, precisely
the story of what the mortgage industry has gone through over the past few
years.
FAiling grAdes
Historically, the mortgage industry
has not only been an Honor Student,
but an A+ student—mortgage loans
have failed at a rate of less than 1%.
When default rates increased, this was
usually caused by something beyond
the industry’s control—a lagging indicator that something catastrophic had
happened to the economy. There have
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record is the way that lenders used to
manage the process. You got your loan
from a community bank, where the
loan officer was someone who knew
you. Maybe you belonged to the same
church, or coached his son’s baseball team, or your daughters teamed
up to sell Girl Scout cookies to the
neighbors. There was a relationship
between the lender and the borrower,
and the lender knew with a great deal
of certainty that the borrower had the
ability and the intent to repay the loan.
Since the lender was probably going
to hold the loan in its portfolio, there

almost heresy.
The world of lending has undergone a metamorphosis since those
community-banking days, and those
changes accelerated during the late
1990’s and early 2000’s. Originators
took more risks and issued loans at
higher and higher volumes to borrowers they knew less and less about, and
sold off those loans to investors who
didn’t understand the nature of what
it was they were buying. Borrowers
took on more risky behavior as well,
trying to invest in the housing market
as prices soared, and sometimes gaming the system—or even committing
outright fraud—to get loans that they
should never have qualified for.
Default rates went from 1% to 4%
and delinquency rates hit double digits during a period when home ownership rates peaked at 68%—a brutal
combination of the highest number
and highest percentage of distressed
borrowers ever, and an industry that
hadn’t prepared itself for such an
eventuality.
new rules And guidelines
So we find ourselves with new
rules and guidelines, and a new uberregulator to make sure we comply
with them. But it speaks volumes that
the CFPB has issued its QM Rules,
Ability-to-Repay guidelines and its
National Servicing Standards, and the
industry’s overall response has been a

The CFPB reasonably noted that
lenders had already eliminated most
of the risk in lending, so its QM
Rules essentially codified practices
currently in place.
was no way that the loan would be
made if there was any inkling that the
borrower might default. And since the
borrower was likely to be a neighbor,
the thought of having to foreclose was

collective sigh of relief.
The CFPB reasonably noted that
lenders had already eliminated most
of the risk in lending, so its QM Rules
essentially codified practices cur-
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rently in place. While it seems bizarre
that a regulator would issue guidelines
aimed at making sure that lenders
don’t give loans to people who can’t
repay them, the guidelines issued
weren’t unreasonable, and actually
offered some extra legal protection
for lenders who followed them. The
National Servicing Standards, while
more prescriptive than many servicers
would have preferred, were basically
a replica of the guidelines issued last
year as part of the National Mortgage
Settlement, which virtually every special servicer in the industry is already
in compliance with.
Interestingly, while the charter of
the CFPB is to make sure that loans
are safe and available for consumers,
these rules—and the QRM rules yet
to come—will undoubtedly make it
harder for marginally qualified borrowers to get a loan. And this, in the
big picture, might not be the worst
thing in the world.

I’m certainly not a fan of extensive
regulation, but it does us no good as
an industry to bemoan the fact that
we now have a powerful regulator to
answer to. That’s simply where we
are now, and it isn’t likely to change
anytime soon.
A more productive use of our time
is to do what my son has to do—continue to improve our performance
under these new rules and guidelines
and earn back the right to have more
latitude in how we approach the busi-

ness. Whether we’re in agreement
with it or not, the CFPB has given us
a framework to build on, and to expand from. Now that we know what
the rules of engagement are, we can
use these guidelines to build new
products and new processes to safely
and effectively meet the needs of borrowers who may or may not fit exactly
within the new parameters, and create
a level of transparency and certainty
that makes the secondary market an
attractive opportunity for investors. ❖
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ExEcutivE RoundtablE

Lenders

speak Out …

The PrOGress in Lending Lender
Advisory Panel discusses the
opportunities and obstacles
that they face as lenders active
in the mortgage business today.

T

he PROGRESS in Lending E-Newsletter
goes out to over 8,000 lenders every day
and this magazine is read by over 10,000
lenders each month. However, PROGRESS decided in the summer of last year that having
lender readers wasn’t good enough. We wanted
more active involvement from the lending community. As a result, we went out to nine innovative, forward-thinking lenders and invited them
to join our newly formed Lender Advisory Panel.

The PROGRESS in Lending Lender Advisory Panel

(Front Row Left to Right) Joe Dahleen of Elevation Home Loans, Pete Bagazinski of Catholic Vantage Financial,
Claire Hernandez of Automated Solutions, Brian Koss of The Mortgage Network, and A.W. Pickel, III of LeaderOne Finacial.
(Back Row Left to Right) Chip Poli of Poli Mortgage Group, Inc., Owen Lee of Success Mortgage Partners,
Patrick Hartford of Quicken Loans, and Gellert Dornay of Axia Home Loans.
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Based on their feedback, we
launched the Lender’s Digital Marketplace, the industry’s first solution
selection engine, designed to make it
easier for innovative lenders to find
innovative technology vendors that
can help them navigate the current
mortgage market. Now we want to
give you, the readers of this magazine,
a glimpse into the insights that these
industry leaders have to offer. So, we
rounded up our entire Lender Advisory Panel to see what they think are
the biggest obstacles and opportunities
that they face every day in the mortgage business. Here’s what they said:
Q: As you see it, what are the biggest
obstacles that lenders face today?
PETE BAGAZINSKI: Today, lenders are
faced with a number of issues in their
business, especially in these areas:
Time – Mortgage companies in the
marketplace are using time to differentiate themselves. Time to process/
close is becoming a big deal, especially
when there are new requirements and
disclosures throughout the process.
Valuation/Inventory – In many
markets, the value of homes may have
finally bottomed out and are climbing.
However, there are a significant number of homes that are underwater and
inventory available for sale is declining, therefore valid comps may not be
available. Getting a “good” appraisal
in a particular market may be difficult.
Staffing – Many lenders have increased their staffing level to deal
with the increase in refinance volume.
However, there were lags in the time
that the firm was well staffed with
qualified employees to handle the increased volume. New regulations have
increased the requirements of employees, so training is not only important
but is a longer process too. What is not
known is if the purchase volume will
be able to keep up as the refinance volume declines and that will ultimately
decide future staffing levels.
Technology – This is a two-fold
issue. First is the inability for all systems/information to integrate into one
core system for the underwriter/loan
officer/processor/customer to be up
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to date and informed of the status of
a customer’s loan. The inputs come
from different sources and when one
isn’t talking to the other, not only
are there delays but from a customer
service perspective the mortgage company’s reputation suffers too. In addition, how do you integrate technology
into the customer experience from
electronic signatures, customer validation, etc? The second issue is mobile
technology. How do you integrate
mobile into the picture to connect with
today’s customer and the core system?
OWEN LEE: I think that the biggest
single obstacle facing lenders today is
deciphering what the regulatory landscape is going to look like in one, two
or three years. We ask ourselves: What
are lenders going to be responsible for
and for how long? What impact is QM,
QRM, the CFPB, and new regulations
going to have on the way lenders do
business? How will these new regulations impact our business models? I
think all lenders are spending more
time and resources on regulation and
compliance. But when will we feel
as if we have gained competence on
these new mandates? Beyond that, in
the short term, we are all concentrating on long-term purchase referral
business when refinance rates are so
low—striking that correct balance is
always a challenge.
BRIAN KOSS: One competitive obstacle is ensuring that your model is
compliant, yet competitive. In the
vacuum of reams of unclear and confusing legislation that is full of teeth,
we are faced with many competitors
who are aggressively interpreting the
regs and waiting to be told otherwise.
If CFPB doesn’t declare their findings
from their current audits you are left in
limbo; be compliant and be in the red.
A clear, firm, fair and fast enforcement
is needed to let investments and longterm decisions to be made.
GELLERT DORNAY: The greatest challenge lenders face today is creating a
business model that will be sustainable over the next few years. As the
mountains of regulatory directives

What Should Lenders
Be Doing Now To
Really Thrive?
There exists today the
opportunity for fast, affordable
and reliable income, employment
and asset verification that
is all done electronically.
Joe Dahleen
Executive Vice President

The opportunities lie in
making traditional origination
platforms more efficient by
modifying process flow.
Brian Koss
Executive Vice President
of National Production

If you build a superior
infrastructure, then in
today’s world you have an
opportunity for growth.
Chip Poli
President and CEO

How Critical Is
Maintaining Regulatory
Compliance?
The biggest single obstacle
facing lenders today is
deciphering what the regulatory
landscape is going to look like
in one, two or three years.
Owen Lee
Co-Owner

With added regulation and
the burden of the cost, more
and more lenders will choose
to exit the business.
A.W. Pickel, III
President, CEO, and Founder

As the mountains of regulatory
directives are disseminated
on the industry … we all need
to ask ourselves: What is
the best business model?
Gellert Dornay
Chief Executive Officer

are disseminated on the industry and
the impact of the federal government’s withdrawal from supporting
the secondary market, what is the best
business model? What will be the net
worth requirements? Will the definition of a Qualified Mortgage limit my
ability to fund enough loans to stay in
business? Is there enough purchase
business to go around when refinances
wane?
PATRICK HARTFORD: Compliance
with new regulations is at the top of
all lenders’ minds. Lenders are under
the microscope more than ever, so
companies need to understand what
is expected from them and make sure
their systems and processes are built
properly to pass oversight. Hence, IT’s
ability to work in lock-step with its
compliance teams is going to be vital.
CHIP POLI: Agreed. The biggest challenge today is definitely in regard to
compliance with CFPB, Dodd Frank,
and other rules that keep being applied
to the way we do business. You need
a larger staff to make sure you are
on top of this. Also, Fannie Mae and
Freddie Mac are using a much higher
standard of underwriting and pushing
back high quality loans for rules reasons vs. quality reasons. This makes
it very difficult to sell loans without
being perfect. There is no room for a
mistake.
A.W. PICKEL, III: Simply put, the biggest obstacle is, I believe, uncertainty
with regard to the regulations from
CFPB. It is hard to plan for the future
if you don’t know the playing field.
Secondly, along with that, you also
have the added cost of dealing with
these regulations.
CLAIRE HERNANDEZ: From a technology standpoint, most lenders have had
to replace their LOS systems in order
to maintain compliance and avoid
risks associated with their system’s
inability to flag and alert users that the
loan in process does not meet compliance requirements. Replacing an LOS
system that they have worked with
for many years is a big change, which

forces a company to have to slow
down. On average, a new systems rollout can take up to four months worth
of planning, setup and re-training of
staff. Employees go through an adjustment period and struggle with a new
systems rollout programmed with
“compliance hard stops” for loans not
meeting requirements. Companies
want and spend the money to do the
right thing, but find themselves challenged when it comes to making time
and resources available to make the
change happen.
JOE DAHLEEN: Very few really understand the power of all of the data
that can be captured in the mortgage
process. All of this data is not just the
fields that are captured in the LOS or
the loan documents, but rather all of
the data from the inspection, appraisal,
title report, chain of title, MLS, Collateral Analytics, Mortgage Fraud
Report, Credit report, Red Flags, tax
transcripts and verification of deposit
and assets.
Q: What are the biggest opportunities
for lenders to ensure success and
growth going forward?
OWEN LEE: The lenders that are able
to navigate the new regulatory landscape will benefit from the fallout of
the lenders who cannot. Much like
the contraction that took place in our
industry from 2006-2010, a second
contraction wave is coming. This new
wave will include those companies
that cannot or will not adapt to the
new regulations and mandates. Those
companies that can successfully adapt
to the new regulations will earn an additional dividend for their efforts at the
expense of the companies that could
not adapt.
GELLERT DORNAY: The best opportunity for independents is to outdo the
depository institutions on purchase
transactions and retain enough volume
to stay in business. And at the same
time, continue to build infrastructure
to better manage the increasing responsibilities of a lender in the new
environment.

PATRICK HARFTORD: Success in the
mortgage industry will hinge on a
company’s ability to integrate technology in every aspect of its business.
Whether it’s automating processes
internally or providing amazing client service through mobile apps and
online tools, investment in technology
will determine who excels and who
struggles. We’ve seen this first-hand
at Quicken Loans—our scalable,
technology-driven loan platform has
allowed us to handle a large surge in
loan applications while keeping closing times for the majority of our loans
at 30 days or less. This played a big
role in helping us become the nation’s
third largest lender by closing a company record $70 billion in home loans
in 2012, a 133 percent increase from
the $30 billion closed in 2011.
CLAIRE HERNANDEZ: The biggest opportunities for lenders to ensure success and growth moving forward from
a technology standpoint is to make
the time to plan for change and assign
resources from within the organization
to assist with implementation of new
technology. Partner up with Project
Management Consultants that can
guide your staff through the transition. However, don’t be tempted by
outsourced service providers promising packaged solutions with quick
turn times. Take the time to document,
communicate, configure and formalize
good practices so that your business
stays in compliance and continues to
grow.
CHIP POLI: If you build a superior
infrastructure, then in today's world
you have an opportunity for growth.
However, if you don't you'll probably
be out of business. We use the expression in today's business it is all about
rules over risk!
BRIAN KOSS: The opportunities lie in
making traditional origination platforms more efficient by modifying
process flow and tightening lead management; as well as spearheading new
initiatives with New Generation train-
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ees exploring less traditional methods.
A.W. PICKEL, III: The biggest opportunities for lenders today is the corollary
to what I mentioned earlier when I
talked about the CFPB being an obstacle. With added regulation and the
burden of the cost, more and more
lenders will choose to exit the business. This will then give an excellent
opportunity for efficient and effective
lenders to take more market share
without sacrificing any loan quality.

What Role Does
Technology Play In
Lending Today?
With technology the one
constant is change; and it comes
at a cost. But it is imperative
that we use technology.
Pete Bagazinski
Chief Executive Officer

JOE DAHLEEN: There exists today the
opportunity for fast, affordable and reliable income, employment and asset
verification that is all done electronically so that lenders can make better,
more comprehensive lending decision.
We’re looking to leverage this opportunity, but I’m not sure what other
lenders are doing in this area.
PETE BAGAZINSKI: I think the biggest
opportunities going forward have to
do with technology and the purchase
market for mortgages. Positioning
your firm to go after the purchase market will be important going forward.
As refinances slow down and the
housing market warms up, purchases
will enable us to engage a new group
of clients not seen in a while. Over the
past few years, the rental market has
been hot, but with rates being so low
and housing picking up it won’t be
long before this segment picks up.
In technology the one constant is
change; and it comes at a cost. But
it is imperative that we use technology to tackle the issues that we have
been facing. There is a big need to
integrate our systems so that they can
talk to each other and include mobilebased applications. The key is to keep
the customer informed and engaged
throughout the process. This will provide real-time access and updates to
keep everything flowing while being
convenient for the customer. Technology can reduce the time to close, make
operations more efficient without
adding staff and provide a seamless
customer experience. ❖

Lenders have to plan for
change and assign resources
from within the organization
to assist with implementation
of new technology.
Claire Hernandez
President

Automated Solutions Inc.
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Success in the mortgage industry
will hinge on a company’s
ability to integrate technology
in every aspect of its business.
Patrick Harford
Vice President, Emerging Technology
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It may just be one simple document
in the disclosure set, but how banks
choose to process electronically
signed 4506-Ts will determine
whether business as usual continues
or a seamlessly embedded process
that can dramatically impact the
bottom line emerges.

S

ometimes, small moves can produce a
huge impact, like the pebble that causes
ripples across a lake. Or, to modify the
metaphor, that same pebble can stop one cog
that prohibits an entire mechanism. The IRS’s
decision to begin accepting electronic signatures on Form 4506-T, Request for Transcript
of Tax Return, is like the pebble in mortgage
application processing—a simple move that
can trigger radical and significant benefit,
both in what it frees up (unsticking that cog),
and in what it impacts (creating ripples).

4506-T:

There’s More To It
Than You Think
By Laura VeneraBLe
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On the surface, electronically signing a
4506-T doesn’t sound very revolutionary, or
even evolutionary, for that matter. Legislation
recognizing the validity of electronic signatures has been in place since 2000 and many
consumer-oriented industries have been using them for years. Health care providers, for
example, have long been allowing patients to
electronically sign HIPAA forms. What the IRS
has put in place simply follows generally accepted best practices for electronically signed
documents, with the addition of an independent audit process. So how can this simple
move so dramatically benefit lenders?
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no remaining HurdLeS to
going aLL eLectronic
The IRS’s 4506-T form is an integral
part of the mortgage origination process, used almost universally to verify
a borrower’s income. Until the IRS’s
recent decision to accept an electronically signed 4506-T, it was the one remaining form in a mortgage disclosure
package that had to be signed on paper.
In this environment, it was natural for
lenders to split up their documents—
those that were sent electronically,
and then the 4506-T, which had to be
mailed or faxed. To handle this process,
most lenders segregated their 4506-T
processing into a separate group. The
end result was a disjointed experience
for the borrower and a lengthier cycle
time for lenders.
We all recognize how filling out a
paper form, putting it in an envelope
and mailing it to someone, then waiting
for them to return it, can add days to
the process. Thus, the IRS’s decision to
accept an electronically signed 4506-T,
though not groundbreaking unto itself,
has been welcome news in our industry. On a recent webinar conducted by
eLynx, 76 percent of the respondents
indicated they were currently evaluating options for getting their 4506-Ts
electronically signed. Clearly, this has
lenders thinking about ways to improve
their business.
Going electronic with your documents has an obvious and measurable
impact on key processes. Independent
studies by eLynx of several top 20
lenders show loan cycle times can be
reduced by almost six days. Also measurable is a two percent to six percent
positive impact on loan conversion or
pull through. Getting documents to
borrowers quickly allows them to commit earlier, ultimately increasing the
likelihood that the loan will go to the
closing table.
Here’s something you probably
didn’t know, though: an environment
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of mixed mediums, where some documents are electronic, some are paper,
and others are faxed may actually hurt
your cycle times and pull through rates.
Any progress on going electronic must
be a positive step, so how could it have
negative results?
First, consider that split processes almost always cause confusion with the
customer. Which copy did they need to
sign? The one they got electronically
or the one that came in the mail? And
even if they understand what needs to
be done, the hassle of having to take
multiple, different actions engenders
delay. “I’ve already returned the disclosures and my lender seems to be
proceeding—do I really need to rush to
get that paper 4506-T signed and sent
in today?” goes the thinking.
The other reason is that these split
processes also cause inefficiency for
you as the lender. To achieve the benefits of going electronic, you have to
look at your entire workflow and not
just individual documents. Here is
where the 4506-T going electronic really matters, because it is now possible
to take that comprehensive look. The
final hurdle to going all electronic is
now gone. Let’s look at how the 4506T currently fits into your process and
how to leverage the most out of going
electronic.
capitaLize on tHe
WorkfLoW rippLe
By itself, an electronically signed
4506-T has benefit. But what do you do
with it? In today’s environment, after
you collect it electronically you have to
stop and pass it to your IVES vendor.
That may mean creating an online order
and uploading the document, or worse,
faxing it in. Either way, it’s a manual
step that takes time and resources. It
also means you have to establish some
sort of tracking mechanism to know
what you’ve sent in, what you’ve received, and what you are waiting for.

And when the results are returned, you
have to manually extract them and put
them in your loan folder. Translation:
labor and time.
Lenders with vision are going to use
the change to an electronic 4506-T as
an opportunity to completely streamline and automate this process. Solutions are emerging, either from single
vendors or from tightly integrated partnerships, that allow the electronically
signed 4506-T to flow seamlessly into
the IRS verification process without
manual intervention.
Imagine this scenario. A borrower
applies for a home mortgage. You generate the disclosure documents, which
include the 4506-T. The documents are
sent to the borrower and signed electronically. As soon as the documents
are signed, you get a copy in your loan
folder, and the 4506-T is extracted and
forwarded to the IRS. With the right
process setup, all of this can actually
happen in the same day. When the results come back from the IRS, four to
48 hours later, they are automatically
put in your loan folder and you receive
a notification.
too good to Be true?
It’s not, and it can be done today. As
an IVES vendor, eLynx can interact
with the IRS to get income verification
results and incorporate the entire process into the same workflows used for
all other disclosures and documents.
Savvy lenders will want to use an integrated disclosure/income verification
process to potentially go from application to underwriting in the same day.
If such a solution exists today, what
is holding lenders back? That was also
a question raised on the eLynx webinar. Over 60 percent of the respondents
cited concerns either about regulatory compliance or the scarcity of IT
resources in implementing a change.
Both of these are valid constraints that
can be addressed through the technol-

Lenders with vision are going to use the change to
an electronic 4506-T as an opportunity to completely
streamline and automate this process.
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ogy utilized in an effective solution.
What does that take? For one, it takes a
vendor who can integrate electronic document
delivery and signature with IVES responsibilities. The entire process can be automated and
lenders have one integration point to both send
documents out and receive results back. This
limits the effort and time investment from your
IT staff. The system must provide notifications
of all events along the way so you always
know the most current status. For compliance
reasons, a full audit trail, which includes all the
appropriate e-signature events as well as IRS
interactions, is also required.
But that’s not all. It also takes a vendor or
solution that can handle your paper documents
as well as your electronic ones. And treat them
equally. After all, even with our best efforts,
we’re never going to completely eliminate
paper from the process. There’s always that
borrower who doesn’t have, or won’t check,
email.
And lenders still have RESPA compliance
concerns. So being able to take an electronic
document set, convert it to paper when needed,
ingest that paper when it’s returned, and have
it flow back into the electronic path for downstream processing is key to success. As an
industry, we cannot focus solely on a “happy
path” where everything stays electronic. We
have to recognize that paper is going to be inserted into the process, and gracefully accommodate it when it happens. And it has to be an
integrated part of any solution that touches the
4506-T.
So the next time a vendor approaches you
about electronically signing the 4506-T, ask
them the tough questions. Can I implement
your solution quickly and easily without a lot
of investment on my part? Can you ensure I
meet my RESPA and compliance timelines?
What happens when the 4506-T isn’t signed
electronically and has to be managed on paper? Make sure their solution addresses your
concerns and doesn’t relegate the tough parts,
like paper, onto your staff.
Then, ask yourself some tough questions,
too. How will you approach the electronic signing of a 4506-T? Will you take the road that
has obvious benefits from an electronic perspective but is limited by the current workflow
and vendor situation? Is better good enough?
Or will you try to leapfrog your competition by
going with a solution that completely integrates
disclosures processing and income verification
both electronically and on paper? ❖
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And THE WInnERS ARE …

We

can all agree that 2012 was a year of flux for the mortgage industry. We went through a Presidential Election, refinances surged and the CFPB was gearing up
to become the watchdog that it was intended to be, just to name a
few highlights of the past twelve months. Regardless, several new innovations arose to help aide the industry in its efforts to become more
automated. And that’s really what the Innovations Program is all about.
We are the Good Housekeeping Seal of Approval, the Gold Seal when
it comes to recognizing true industry innovation.
What were we looking for specifically? We are recognizing innovations that were introduced into the mortgage market between January
of 2012 and December of 2012 that truly changed the mortgage market for the better. As part of this competition, we not only looked to
recognize a new release, although we certainly didn’t want to discourage the entry of innovative new releases that hit the market in 2012. We
also wanted to reward companies and groups for doing creative things
that made a positive difference.
Understand that this is not a subjective competition. All applications
were scored on a weighted scale. We looked for the innovation’s overall industry significance, the originality of the innovation, the positive
change the innovation made possible, the intangible efficiencies gained
as a result of the innovation, and the hard cost and time savings that
the innovation enables industry participants to achieve.
Also, understand that this recognition was not decided by mere industry onlookers, as all six industry experts that make up the PROGRESS in Lending Association Executive Team acted as judges and all
were given an equal say in how applications were evaluated. In short,
the winners were judged by industry peers who know the space inside
and out.
We encourage everyone to apply online to get recognized next year.
But for now, in alphabetical order, the top innovations of the past
twelve months are:
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that enhance human review rather than try to replace it.
There will always be a need for the trained, expert human.
AQM enhances that by directing human attention to the
issues that need it, while triaging the issues that don’t. It
will save underwriters and processors tremendous time in
file review. Second, it’s a holistic system that also deploys
a powerful automated revision request system that is tied
to the appraiser’s desktop PC for seamless communication. Third, as opposed to 15-20 page analytic reports that
are difficult for any intelligent person to fish any actionable
recommendations from, AQM is easily understandable with
clear recommendations and explanations that are transparent
enough to supply even to a borrower.

a la mode, inc.
www.alamode.com
PROGRESS in Lending has named a la mode, inc.’s Appraisal Quality Management (AQM) system a top innovation
because in a risk-averse market, the AQM service guides underwriters to the issues in each appraisal that require human
attention, includes actionable recommendations for improving quality and compliance, an end-to-end audit trail to satisfy examiners and investors, and produces investor-ready
loan files, dramatically reducing repurchase risk. AQM is the
result of lengthy collaboration between a la mode and MasterServ Financial and AXIS Appraisal Management Solutions. With AQM, risk assessment and investor preparation
is transparently integrated with standard collateral valuation
workflow. This is important because essential results are returned along with an overall Appraisal Quality Index (AQI)
score compiled from analysis of five intelligently weighted
risk categories in the appraisal report, consisting of property
risk, market issues, completeness of the appraisal report, accuracy of the findings, and the risk associated with the collateral value, making it a true innovation.

Industry significance
AQM’s impact on the industry is significant because of its
results, and also because of its accessibility to lenders and
AMCs nationwide. The industry reach with this innovation
is exponentially larger than any other appraisal-related innovation, and all industry participants are paying such close
attention to appraisal quality and compliance in preparation
for the CFPB exams, AQM is needed. Simply put, this innovation provides higher quality appraisals, faster underwriting and critical compliance. Due to lenders’ universal concerns about collateral valuation quality, AQM was launched
to help lenders and AMCs provide transparency to the due
diligence employed with every appraisal, and document that
due diligence so it travels with the loan file.

Overall uniqueness
First, there are no other similar products on the market
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Positive change
AQM has definitely changed the mortgage process for
the better in several ways, and for all parties involved. For
appraisers, it reduces time-consuming revision requests
and redundant questions from lenders and AMCs that have
already been addressed in the report itself. For the lender,
it provides vital guidance on collateral risk, as well as intelligent recommendations for additional due diligence if
needed. For example, many lenders require two appraisals
for any jumbo, but one appraisal with a solid AQM included
will satisfy those conditions and save the lender/borrower
several hundred dollars by negating the need for that second
appraisal.

Intangible rOI
Lenders and AMCs will save at least 15 minutes per report
in underwriting with AQM, as well as provide due diligence
documentation for investors. It documents compliance for
exams with an end-to-end audit trail that travels with the
loan file. Also, borrowers benefit from a more clear understanding of the particular issues regarding their property, as
well as a more transparent report.

hard savings rOI
The system improves underwriting since reports that need
special attention can be automatically routed to senior staff,
eliminating wasted time and delays. AQM also enables lenders to avoid buy backs because of due diligence documentation. The hard cost savings on that alone can be astronomical. In addition, AQM equals faster workflow for appraisers.
Lastly, the compliance documentation in AQM mitigates the
risk of stiff penalties that can easily exceed $10,000 per day,
per incident. ❖

Configurability is a vital new solution in the industry because
when it comes to loan documentation the problem being solved
for is mitigation of the applicable risks of the transaction for
which the documentation is being produced.

Overall uniqueness
CSi’s Configurability is the only solution that equips and
empowers lenders to act, react and adapt quickly and frequently to the rapid and extensive changes that are necessary for a transaction level risk management documentation
solution to remain compliant and to meet lender product
and policy needs. This application makes being data driven,
transparent and fully compliant easy.

compliance systems Inc.
www.compliancesystems.com
PROGRESS in Lending has named CSi’s Configurability tool a top innovation because this product addresses a
clear and rising industry problem. With the rapid, extensive
and frequent regulatory changes that are hitting mortgage
lenders as a result of the 2008 market upheaval, lenders will
not be able to maintain libraries of modified standard and
custom documents without introducing unacceptable levels
of risks. To address this Configurability includes the functionality for lenders to (a) add/append to standard provisions
within documents (e.g., a Mortgage/Deed of Trust, Construction Loan Agreement, etc.), (b) replace standard provisions within such a document or (c) suppress/exclude certain
standard provisions (“Configurations”); the functionality for
lenders to make and manage Configurations internally (i.e.,
without reliance on a third-party entity for making or maintaining changes); the functionality for lenders to maintain
and adapt those Configurations as market, business, policy
and regulatory needs change (which is generally frequent,
rapid and extensive); the functionality for a lender to create and maintain those Configurations while maintaining
the Compliance Warranty of the underlying transaction; and
the functionality for lenders to define the business rules/
conditions under which the Configurations are to be used in
specific transactions.

Industry significance
Because of Dodd-Frank…, because of the rules that will
arise from Dodd-Frank…, because of ever-changing product
needs in the market…, because of expanding and contracting
borrower demand…, etc., it is difficult to overstate the importance of lenders becoming and remaining more nimble than
ever. Nimble, that is, as it relates to gathering, processing, disclosing, retaining, re-gathering, re-processing, re-disclosing
and updating data – and adopting new methods and solutions
for doing so. CSi’s Configurability innovation is specifically
designed to allow for this nimbleness by delivering to and supporting lenders with the first ever and the only configurable
transaction-level risk management documentation solution.
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Positive change
While there were many causes of the 2008 market upheaval and there has not been a sole remedy, the failure
to identify and manage transaction risks was a significant
factor. In 2012, CSi’s Configurability has already changed
and is continuing to change the way lenders do business by
equipping them to continue to both offer “standard” products and to make modifications (i.e., Configurations) based
on each lender’s unique risks and requirements. Rather than
having documents that define the types of business they are
able to do, lenders now use CSi’s innovation to have their
products and their risk tolerances define the content of their
documents.

Intangible rOI
There are thousands of static forms used in the mortgage
industry. When there is a change to one of those forms, it
generally means there are changes to every version of the
form. By contrast, with using Configurability, lenders have
the ability (within their own four walls) to make Configurations that are then automatically made to/included with every
rendering of that document because both the document itself
and the Configurations are driven by the transaction data.

hard savings rOI
In a time when margins are thin and the future is uncertain, Configurability allows lenders to redeploy hundreds of
thousands of dollars in FTE hard costs to other functions
within their institutions. With Configurability, when a lender
has configured a provision, this Configuration of the standard document is automatically (i.e., based entirely on the
data for the transaction) included in every appropriate instance of the document. ❖

customer experience and satisfaction are increasingly looking at “customer effort” as a stronger indicator of true customer experience success. Traditional satisfaction scores can
be influenced by factors beyond the interaction itself; operational metrics such as resolution on first attempt can be hard
to measure if the problem re-occurs much later. Customer effort is a more effective measure of how easy you have made
it for the customer to take action, find an answer or respond
to a request. Expedite Inbox was designed with this principle
in mind – simplify the effort borrowers go through during
loan application lifecycle.

elynx
www.elynx.com
PROGRESS in Lending has named the eLynx Expedite
Inbox a top innovation because this solution provides a
central portal for all consumer documentation. Consumers establish a single account that can manage documents
across all loan products, providing a consistent and easily
identifiable touchpoint for the bank. The solution is truly innovative because it is the first of its kind to enable borrower
access to all manner of loan documents through a single,
bank-branded portal. Instead of borrowers having to search
through e-mails for the link to a document, they can simply
log in to their secure account on Expedite Inbox and see a
visual display of all the document sets sent from their lender,
with the current completion status (as well as the status of associated signers, if applicable) and due date provided. These
visual displays enable consumers to know, at a glance, how
close they are to completing actions and what tasks must
take priority.

Industry significance
Expedite Inbox is significant because it is the first solution in our industry that combines all of the best elements
of electronic delivery and signature – pay as you go SaaS
platform, simple pricing that delivers cost savings, advanced
functionality, integrated print fallback, compliance – but
in a way that enables banks to present a single face to the
borrower across all loan areas, and that consumers will find
is easy to consume. Banks have understood for some time
now that the user experience in retail banking is important
and have invested heavily to create systems and processes
to make banking as effortless as possible. Now, the same
can be done on the lending side. This will be a significant
evolution in the industry.

Positive change
The benefits of Inbox are easily grasped by the customers
and prospects that eLynx talks to. Anecdotally, one lender
signed up for Inbox because they have a lot of document
deliveries, most of which are disclosures and then subsets of
those disclosures as redraws. Because of their high priority
on delivering a good customer experience, they did not want
“10 different documents generating 10 different emails.”
Expedite Inbox solves that challenge for them. Additionally,
they valued the ability of the solution to automatically and
electronically capture documents that borrowers are asked
to submit.

Intangible rOI
In terms of compliance and risk, the design of Expedite
Inbox reflects both eLynx’s deep expertise in loan document
workflow and industry regulations, as well as the guidance
of key customers who contributed input through a product
advisory panel. A primary illustration of this is the inclusion
of automatic print and mail fulfillment as a fallback on all
documents. Getting documents to customers within the allowable time frames is critical to remaining RESPA compliant. While the goal of doing that electronically is important,
it doesn’t work in all situations.

hard savings rOI
Lenders can see 75% cost savings and shorten the workflow time by 3-5 days by managing loan documents electronically. elynx has data that shows that the sooner in the
loan process you can get a borrower to interact electronically, the more likely you are to keep that borrower electronic throughout the whole process. Expedite Inbox enables
a much more engaging user experience from the start, not
only for the borrower, but for the loan officer who has to be
open to adopting electronic delivery processes into his or her
daily workflow. ❖

Overall uniqueness
Inbox is innovative because it is the first solution to approach the electronic delivery and signature of documents
from a user experience standpoint. Experts in the field of
Tomorrow’s Mortgage Executive
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through refinancing, which meant more originators needed a
system to manage the flow of information to ensure a smooth
process. With this in mind, IndiSoft expanded its technology, which has been successful in the loss mitigation and
default management space into originations. RxOffice has
been adapted to meet the requirements of Dodd-Frank and
other quality control and regulatory requirements.

Positive change
Indisoft
www.indisoft.us
PROGRESS in Lending has named IndiSoft a top innovation because the company has consistently improved
business processes in the financial industry, and its RxOffice platform is an innovative technology that is continually
enhanced to benefit all stakeholders. From originations, to
default management to foreclosure, IndiSoft’s technology
has transformed communications and workflow processing.
In turn, customers have experienced strong returns on their
investments and consumers have been able to work through
their financial challenges more quickly, which is greatly
helping the financial industry gain stable footing for the future. This year, IndiSoft added a mobile feature and engaged
a national law firm to provide users the additional assurance
that they will remain up-to-date with all regulatory changes.
IndiSoft truly understands the issues surrounding regulatory
compliance and the growing need for mortgage companies
to implement strong quality control initiatives.

Industry significance
RxOffice gives all of the stakeholders in the loss mitigation process access to one, centralized system, whenever they
wish and with the mobile application, wherever they want.
This kind of flexibility promotes accelerated processing.
With constant regulatory changes on the minds of everyone
in the mortgage industry, the additional assurance of having immediate legislation updates gives RxOffice users the
opportunity to truly focus on their core business. Mortgage
companies are not trying to fight regulatory compliance;
they simply want an effective way of managing it while still
servicing their clients and growing their businesses – and
RxOffice lets them do just that.

Overall uniqueness
No other company brings together consumers, counselors, servicers, mortgage insurance companies, lawyers and
any other industry stakeholders with technology. IndiSoft’s
unique approach to building a network creates an atmosphere of transparency and removes the barriers of lost communication. Last year as more servicers helped consumers
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Last year a top five mortgage servicer selected IndiSoft’s
technology to help in the loss mitigation process. In addition,
more servicers have access to RxOffice through Home LoanPort, which was named in the National Mortgage Servicing
Settlement, issued in February 2012, as a model system that
servicers need to allow homeowners to submit and check
the status of their foreclosure-alternative applications. The
settlement also mandates that other stakeholders including
counselors working with homeowners have access to a similar portal in order to submit applications and communicate
with servicers. Through Hope LoanPort, IndiSoft’s technology serves 17 of the country’s top banks, including Bank of
America, Suntrust Mortgage, Citi, Chase, PNC, GMAC and
Ocwen Loan Servicing - representing 85 percent of residential mortgages. More than 4,000 non-profit HUD certified
housing counselors at more than 950 agencies nationwide
use IndiSoft’s technology along with 1,700 for-profit agencies. By providing the technology that powers HLP’s efforts,
IndiSoft will continue to play a pivotal role in the loss mitigation process for years to come.

Intangible rOI
IndiSoft continues to enable its clients to succeed. For example, Wingspan Portfolio Advisors, has run approximately
30,000 to 35,000 assets through the RxOffice platform thus
far. It has gained considerable time and cost savings in the
amount of time needed to gather information from homeowners, which has dropped from 45 to 60 minutes down to
just 10 to 15 minutes. Wingspan also reduced the number of
days for it short sales process, which it attributes to RxOffice
Short Sales Service; the decisioning process is down to 40
to 50 days, which is much quicker than the industry norm.

hard savings rOI
As they say, the proof is in the pudding. RxOffice portals enabled one department in a Maryland-based law firm
to experience a total cost savings of $847,780 and a time
savings of 37,506 hours in six (out of more than 12) major
service areas, according to the firm’s internal audit. This is
the equivalent of 18 FTEs savings on annual basis. ❖

in the minds of its listeners and what great things they will
go on to do for our industry as a result?

Positive change

lykken on lending
www.lykkenonlending.com
PROGRESS in Lending has named the Lykken on Lending Radio Program a top innovation because David Lykken
saw a need to create a new way for mortgage executives to
stay abreast of the latest industry events. With that, the radio
show was launched. The radio show is innovative because
it takes an old concept (the idea of doing a specialized radio broadcast) and brings that concept into the mortgage
space, which has never been done before. Today the radio
program averages 30,000 unique downloads of the broadcast
every month. In 2012 the industry saw the culmination of
and launching of a lot of new rules. Realizing that mortgage
lending is quickly becoming a highly-regulated space, the
radio program quickly moved to innovate this past year by
filling that need.

Industry significance
The broadcast makes digesting everything that’s going on
in the industry much easier. Lykken on Lending provides
the 30,000-foot view of this space. As a result, the broadcast
is adding more advertisers, listeners and speakers each and
every week. The industry reception speaks volumes to the
significance of Lykken on Lending. The content is also being
shared socially, which proves that the listeners think its significant. That action alone tells the PROGRESS Executive
Team that what the Lykken on Lending Radio Program is
doing is significant because high-powered executives in the
mortgage space are not just tuning in to listen each week,
they’re also taking the time to share the broadcast.

If the broadcast was not a source for positive industry
change it wouldn’t have an audience. Simply put, nobody
would tune in. To the contrary, the program touts 141,000
professionals downloading it. But demonstrating positive
change isn’t just about numbers, it’s about impacting listeners in a very profound way. In one case the head of Reuters
walked said of Lykken on Lending, “Dave I listen to your
broadcast every week multiple times. It is the most interesting and comprehensive source.” That’s positive change.
He went on to say that he is adapting his business based on
the contents of the broadcast. Also, Think Big Work Small
monitors the broadcast. They say that they are looking to the
Lykken on Lending Radio Program to get ideas on how they
can become more mainstream. Now, that’s positive change.

Intangible rOI
What’s the cost of compliance? It’s priceless. Someone
can spend an hour listening to this broadcast and get compliance updates, rate updates, legislative news, technology tips,
etc. Lykken on Lending is one central place to go to for all of
your mortgage information. If you take compliance alone we
are informing people every week about the latest rules that
they may or may not know. As a result, lenders are improving their business as a result of this broadcast.

hard savings rOI
How do you put a premium on someone’s time? The radio program is a one-of-a-kind outlet for someone to digest
all the relevant industry news. In this market the news is
happening so fast you have to stay on top of it. Lykken on
Lending changes the content of the radio broadcast sometimes literally on the fly to analyze the latest new stories.
The radio program is innovating every week to put out the
freshest broadcast possible to give its listeners a maximum
return on their one-hour time investment. ❖

Overall uniqueness
This is a one-of-a-kind service. But Lykken on Lending
doesn’t take that for granted. This year the show introduced
the Hot Topics Section as well as many other new content
areas. Simply put, the broadcast is continuing to innovate in
order to help lenders meet the challenges of today’s market
with every broadcast. Surely we can all agree that a more
informed and educated mortgage professional is a plus for
our industry. Who knows what ideas the broadcast will spark
Tomorrow’s Mortgage Executive
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significant. Though we’ve been able to electronically file
our income tax forms with the IRS for years, the IRS had
not developed a modern electronic infrastructure for the processing of tax return verification forms. To convince the IRS
that a secure and sound electronic signature system was possible has to be considered a breakthrough. IVES participants
like NCS have developed the infrastructure for processing
4506-T forms electronically.

Positive change
national credit-reporting
system, Inc.
www.ncstrv.com
PROGRESS in Lending has named National Creditreporting System, Inc. (NCS) a top innovation because for
the past three years, NCS has been a driving force behind
the mortgage industry’s IRS electronic signature initiative
for the income verification IRS Form 4506-T. These efforts
came to fruition on January 7, 2013, the day the IRS began
accepting e-signatures for Form 4506-T. The e-signature of
Form 4506-T will lead to rising consumer satisfaction and
mortgage processing efficiencies, while significantly advancing the protection of consumer information and lessening the opportunities for mortgage fraud. Through its work,
leadership and influence, NCS was the undisputed leader
behind this innovation. Only the NCS team—led by Cecil
Bowman, senior vice president for government and industry
relations for NCS and a former top administrator at the IRS
for 35 years—had the know-how and experience to successfully navigate the IRS bureaucracy and develop trust with
the agency.

Industry significance
NCS has been able to accomplish what the big players
have not: revolutionary change in income validation for the
mortgage and financial services industries. The leadership
and work of NCS has benefitted the entire mortgage industry as the IRS e-signature program will reduce production
costs and risks, and speed up originations and loan closings.
NCS had the IRS expertise to bring together MBA and top
industry players to fashion an e-signature Proof of Concept
that worked, paving the way for rapid IRS acceptance of the
program. NCS helped the IRS develop a workable design
for the industry with plenty of safeguards in order to achieve
maximum use.

Overall uniqueness
There is nothing new about electronic signatures in general. But for the IRS, the e-signature for Form 4506-T is
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NCS’ lead in bringing the IRS e-signature to Form 4506-T
benefits all mortgage market participants, including borrowers, lenders, servicers, Fannie Mae and Freddie Mac, FHA
and GNMA among others. It is a transformational moment
for the industry as it culminates the nearly 20-year journey to
creating an entirely electronic mortgage process. By allowing for the verification of income and identity at the time of
application, the IRS e-signature program also creates a more
safe and secure lending process, helping to ensure secondary
market investors and mortgage regulators of the soundness
of loans.

Intangible rOI
The IRS e-signature creates many intangible benefits for
the entire industry and investors in the secondary market.
For one, consumer satisfaction will increase. Financing
a home purchase in the best of times can be a wrenching
process. Today, with tighter underwriting consumers want
to know at the earliest possible stage if they pass the test on
ability to pay and learn which mortgage product best suits
them. Being able to access tax transcripts at the beginning of
the mortgage process brings transparency to the process and
cuts down on agonizing delays.

hard savings rOI
By shortening the mortgage application process, the IRS
e-signature for Form 4506-T offers significant cost and timesavings to lenders and consumers. With borrowers electronically signing Form 4506-T and sending it online to the IRS,
lenders can now receive near-instant income verification in
minutes instead of waiting several days. As a result, the IRS
e-signature process lowers origination costs and speeds loan
closings. Lenders now know right away at the time of application whether the consumer has the ability to pay, before
they commence with the expensive and time-consuming
steps of underwriting and processing the loan. Multiply
these costs by thousands of loans, and real cost savings add
up quickly. ❖

dresses the marketing challenges presented by today’s highly
competitive and highly regulated environment. Yet continuing
to drive new business is the lifeblood of the mortgage industry
and critical to its long-term viability. MACH3 – The Turning
Point’s SaaS-based “Business Opportunity Engine” – is the industry’s only compliance-centric corporate marketing solution,
powering superior performance along two key dimensions.

Positive change
the turning Point
www.turningpoint.com
PROGRESS in Lending has named the work of The
Turning Point a top innovation because the company stepped
up in 2012 to champion compliance-centric marketing. The
FTC’s “Mortgage Acts and Practices – Advertising Final
Rule” (that became effective in late 2011) was instrumental
in pushing marketing compliance to the top of every lender’s
agenda, although this is only one component in an expanding array of mortgage-specific regulations that now seriously
constrain marketing activity. Of particular interest is section
321.3 of MAP, which outlines 19 areas where mortgage advertising misrepresentations have been prevalent – including
loan terms, fees and costs, and the consumer’s potential for
savings or approval – and which “prohibits any material misrepresentation, whether made expressly or by implication, in
any commercial communication, regarding any term of any
mortgage credit product.” The Turning Point’s SaaS-based
MACH3 platform rose to the challenge, introducing “Corporate Control” and confirming MACH3’s status as the mortgage industry’s only compliance-centric corporate CRM and
marketing automation solution.

Industry significance
The mortgage industry has been overwhelmed with a
flood of new rules and regulations while dealing with unpredictable origination volumes. This combination has put
intense pressure on mortgage lenders to maintain corporate
control and compliance while driving in new business. Violation can carry severe financial penalties or possible civil
actions. What’s more, responsibility now falls squarely on
the lenders’ shoulders. Since the introduction of MACH3’s
“Corporate Control” in early 2012, The Turning Point has
experienced significant growth in the numbers of lenders
implementing MACH3 (more than a four-fold increase) and
in the number of transactions (six-fold increase) running
through the MACH3 solution. This innovation is significant
to the mortgage industry in that it specifically addressed
pressing industry issues in 2012.

Overall uniqueness
No other solution in the mortgage industry specifically ad-

The Turning Point’s MACH3 with “Corporate Control”
has contributed to positive change in the industry by preventing serious compliance infractions, dramatically reducing manual marketing tasks to increase speed to market of
new product offerings, and creating a compliant marketing
solution for all lenders to help them avoid very serious compliance violations while driving new business. In addition,
MACH3 with “Corporate Control” delivers a level playing
field for lenders of all sizes. This powerful tool is affordable
for all lenders and provides a compliant marketing solution
that is not dependent on the size of the organization.

Intangible rOI
The intangible efficiencies gained as a result of implementing MACH3 are significant: from ensuring marketing
compliance, to the avoidance of compliance violations, to
improving the marketing process by compliantly fostering creative programs, driving new business and providing
corporate control for the organization. This eliminates not
only numerous headaches, but also tremendous amounts of
time and overhead expense. Keith Tibbles, President and cofounder of Cobalt Mortgage, noted, “By putting MACH3 to
good use, we have been able to develop sophisticated, legally
compliant marketing campaigns that help foster long-term
relationships and drive business.”

hard savings rOI
The hard costs of implementing MACH3 saves and drives
millions of dollars of business for lenders. Those savings and
new opportunities are realized through minimizing manual
marketing tasks, providing checks and balances for corporate
control, and the ability to compliantly drive new business for
lenders of all sizes. In discussing the solution, Hank Cunningham, President and founder of Cunningham & Company, said,
“Our marketing programs and campaigns experience a 10% to
40% success rate due to our ability to strategically market to
each individual originator’s database with razor-sharp focus
through MACH3. This significantly reduces our costs while
improving our originators’ success rates.” ❖

The
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®

INTELLIGENT MARKETING SOLUTIONS
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The Long
Way Home
to a Better
Origination
Business
In order to succeed in 2013, this industry will have to remember
the long way home and relearn the purchase money business.

By Don Kracl
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When
Supertramp
first sang
about The
Long Way
Home, I thought
it was a great song.
Later, when my company
was providing millions of
mortgage leads to lenders all
across the country, I realized that
most loan officers weren’t whistling the
same tune. Very few of the LOs we were providing lead management technology for were taking the long
way; they had found a shortcut to building their home loan businesses.
Traditionally, homeowners trade up every seven years or so into larger homes,
opening up the market for first time homebuyers by putting their starter homes up for sale. But during the
historic refinance boom that defined the early years of this century, many homeowners came back to the closing table many times, not to trade up, but to refinance their obligations into more affordable loans.
Tomorrow’s Mortgage Executive
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As their home equity grew and interest rates fell, consumers were finding
it easier to go back to the lender, get
more money and, in some cases, build
out their starter homes into their next

Why Refi Will Die
I realize I’m not the first executive
to claim to see the end of the refinance
business coming, though I may be the
first to have the numbers to back it up.

With their phones ringing off the
hook with existing homeowners
looking for a lower rate, lenders took
the shortcut and never looked back.
step up. In the process, most loan origination shops forgot all about the long
way home and built their businesses
around this refinance shortcut, and they
were well rewarded for doing so. It was
faster and easier to hire and train loan
officers to handle refi business and the
money was often just as good as purchase business. Leads weren’t hard to
come by either, as most loan officers
just waited for the phone to ring.
Lenders forgot about the business relationships required to attract purchase
money business. They forgot how to
prospect for first time homebuyers and
how to nurture leads that weren’t ready
to close yet. With their phones ringing
off the hook with existing homeowners
looking for a lower rate, lenders took
the shortcut and never looked back.
Well, that’s all about to change again.
As interest rates rise, as they are certain
to do in 2013 with an economy on the
mend and a robust home construction
industry, it will be like a wrought iron
fence rising up in the middle of their
shortcut. The refinance business will be
fenced off and originators who count
on refi business will find themselves
in dangerous territory and a long way
from home.
In order to succeed in 2013, this industry will have to remember the long
way home and relearn the purchase
money business. There are three reasons I feel certain this will happen this
year and three things lenders should
focus on now in order to get ahead of
this trend.
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Because we manage and price leads for
some of the nation’s hottest real estate
websites, like that operated by our parent company Zillow, we have a very
accurate gauge of consumer demand

for mortgage products. An analysis of
consumer requests for mortgage loan
information over 2012 indicates that
refinances have been slowly losing
share all year long, with the exception
of spikes whenever the federal government stepped in with a new refinance
program.
As long as the Fed holds rates down,
we can expect borrower demand to be
high enough to continue to feed refinance business into the pipeline, but an
interest rate rise of just a couple points
will effectively shut off the spigot
completely. And that’s exactly what we
many see happening in 2013.
Secondly, with the fiscal cliff resolving into the fiscal mudslide, the
government is very likely to step away
from further housing industry incentives. The Fed is already talking about
discontinuing its quantitative easing

More Evidence for the Return of the Purchase Market
A sign professional real estate investors watch for is evidence that a community has
hit the bottom in terms of home values. This often means they’re primed to bounce
back. Buying into these communities when they hit bottom and then selling them off
later when home values rise is a favorite tactic of investors and may explain why so
much of the inventory the industry expected to see still on the market at this time has
already been sold.
Home inventories that were measured in years just a few months ago are now being
measured in a more conventional manner as investors move back into the market,
buying up homes that some feared would remain unsold for a long time. A look at the
Zillow Home Value Index provides some insight into why this is happening.
The spike in home values is clearly visible on the graph. All data, save the overall
US home value index, represent the Zillow Home Value Index for cities that were hit
hard by the financial crash and the foreclosure crisis that followed. These trendlines
closely resemble those for most American cities, according to the Zillow data. This
indicates a modest rise for home values across the board.
While there are still some exceptions, cities that are still working through the recovery, most homeowners and asset managers are seeing better prices for their real estate. The result is more demand for purchase money mortgage loans as homeowners
move back into the market for the first time in years and buyers cash in on properties
before their values rise too high

program—through which it has been
buying billions of dollars worth of
mortgage-backed and other securities
monthly—which will have a profound
impact on the rates borrowers will be
asked to pay.

“To boost first-time sales, lawmakers should focus on promoting a culture
of savings among future homeowners.
Homeowners who come to the table
with larger down payments have more
options in homes and choices in financ-

If the MBA is right and overall
loan volume does decline next year,
lenders stuck on the path to a refionly business will suffer the most.
While all of this will effectively
choke off refinances, it won’t be
enough to kill the purchase money
business. In fact, as the economy
continues to improve this year and as
consumer confidence rises, I expect to
see homeowners’ desire to trade up into
larger homes return. Housing, like just
about everything else in life, falls along
a bell-shaped continuum, with starter
homes at the far left and jumbo mansions at the far right. The vast majority
of homes fall into the center, well away
from the little houses that first time
homebuyers are most likely to buy. It’s
human nature to want to move up when
the deal is good and there will be plenty
of good deals remaining in 2013, even
with investors snapping up 3-4 years
worth of shadow inventory in just a
few months at the end of 2012.
As these borrowers move up, it
will clear the way for more first time
homebuyers, and while there is currently a lot of discussion about where
these new buyers will get their funding,
given the problems the FHA is having,
something tells me they’ll find someone willing to give them that first loan.
Experts are already providing solutions to the problem. Recently, Jason
R. Gold, director of the Progressive
Policy Institute’s “Rethinking U.S.
Housing Policy Project” and senior fellow for financial services policy, told
readers of US News and World Report
that first-time homebuyers are the vital first rung on the home ownership
ladder.

ing, which will result in lower monthly
mortgage payments and higher levels
of home equity. Stable housing markets, with reasonable levels of appreciation, will nurture economic growth
and encourage private lending,” Gold
said.
Maybe. I think it’s just as likely that
a new breed of non-prime lender will
step into the game and make loans to
these buyers. They may not be as cheap
as an FHA loan, but it will get people
who want to buy a home into one.
The Mortgage Bankers Association
also expects purchase money lending
to be the best opportunity for lenders in
2013. According to MBA projections,
overall mortgage volumes will fall by
almost a quarter in 2013 (24%), but
purchase money loans are expected to
increase by 16%. And let’s not forget
that the MBA revised their 2012 projection upward part way through last
year.
finDing a Path Back to
PuRchase Money lenDing
If the MBA is right and overall loan

volume does decline next year, lenders
stuck on the path to a refi-only business
will suffer the most. So what should
lenders be doing now to prepare for the
opportunities that 2013 will offer?
First, resolve to prepare now to take
advantage of the biggest source of new
mortgage business in the coming year
and re-direct your marketing in order to
start generating purchase money leads.
Generating this type of business is different than refi business. You have to
do more than send out a postcard every
time the rates drop another quarter of
a point. Even so, it’s not that difficult
if you have a good marketing database.
And that leads us to the second thing
you should do now: make sure you
have the right technology in-house. It
should allow you to gather and manage
leads, price loans, start the underwriting process and then hand off the app
to the traditional LOS.
The LOS alone is not sufficient as it
does not have functionality to ensure
that only good loans move into the
origination process. Plus, it doesn’t do
anything for those consumers that are
close to qualifying but not quite there
yet. Desire will come first and then
homeowners will embark on the work
required to qualify.
Finally, start training in earnest.
Your loan officers need to know more
and be better educated if they hope
to write purchase money loans in a
compliant manner. There are plenty of
resources out there to help you provide
this level of training, but failure to do
so is not an option. The nation’s best
companies make training a near-constant activity. Lenders who embark on
the long way to build their home loan
businesses through purchase money
transactions would be wise to follow
that example. ❖

About the Author

Don Kracl is the founder and vice president of
mortgage products for Mortech, Inc., a Zillow
company. He is the visionary behind the company’s
flagship product, MarksmanLMP. Kracl has worked
to make mortgage lending easier for the industry
and homeowners for more than 30 years. He can be
reached at don.kracl@mortech-inc.com.
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New ServiciNg
StaNdardS: ObStacle
Or OppOrtuNity?
By Barbara Perino and Rebecca Walzak
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“If you can’t describe what you are doing as a process, you
don’t know what you’re doing,” said W. Edwards Deming.

E

veryone knows what “standards” are. In fact, we have all
grown up with standards. There are standards for when you
can begin attending school and when you are able to graduate
from school. There are standards for getting your driver’s license
and voting. Even as kids there were standards for how tall you
must be to ride the fun rides and get into certain movies. So,
when the CFPB presented their long-awaited servicing standards
there was concern about what they included, but no one seemed
overly worried about implementing them into their organization.
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Servicing standards have never really
been a regulated concept in the industry.
While individual members may have developed internal standards that were used
for measuring performance, they were
not required as part of regulatory oversight. That approach has now gone by the
wayside as the regulators and investors
have announced their new requirements
and monitoring methods. So, what do
these standards mean to servicers? Are
these arbitrary measurements that are
in place to punish those who don’t meet
them or are they goals to strive for? How
will they be measured and will each entity have the ability to determine how that
measurement will be conducted?

These new standards can mean the difference between success and failure; profitability and loss and that means we need to
get the implementation of these standards
correct.
Historically the measurements used
were either the result of something that
was already available, delinquency rates
for example, or were implemented over
time. These new standards are not quite
as easy. They require a methodology to
implement them correctly and a common
way of calculating the results in order to
provide the ability to measure effectiveness. After all, if the height line changed
for every child that wanted to ride the
“big” roller coaster, everyone could ride.

•

Being able to say we really don’t
have any industry standards
amounted to a safe harbor if issues
of non-compliance to guidelines
and regulatory requirements
should arise.

•

The one external “standard” servicers
have used in the past is the delinquency
rate. They have used these numbers to
determine everything from quality of
origination to the basis of risk-based pricing. Costs were always important as well.
Information about the cost of each activity is collected by various companies and
offered for sale. Information on various
other measures were also collected and
distributed. Unfortunately, these measurements were always designed by the
owner of the data without understanding
how each participant collected the information. There was never any implied uniformity between various issuers of this
information and most mortgage bankers
were satisfied that they could reconcile
their results to one of these options.
Now however, things are changing.
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So, how are standards implemented to
get the desired results? The most efficient
and effective way to implement any type
of standard is to incorporate the elements
that comprise operational risk; people,
process and technology.
The methodology for implementing
standards is consistent with how you measure the risks associated with failing to
the expectations of those standards. Each
element; people, process and technology
are involved in one way or another. But
in order to make sure it is done correctly
these steps are recommended.
The first step is to define the process.
To do that, ask yourself:
• What process is involved; Loan
boarding, collections, payment
processing, escrows?

•

•

•

What output is expected of this
process and what how is success
determined? What is the measurement to be used? It is a number, a
percentage or some other quantifiable result?
Is it a matter of changing the
expected output of the process,
changing the entire process or
adding a step or a measurement?
For example, if today I rely on the
student’s grade to determine if
they have learned what I expected
them to learn but now I must show
that they meet a quantified standard, what must I do differently?
Do I need to change the education
process or simply add a measurement step at the end?
Once that has been determined,
establish what new activities have
to be added or what existing activities have to be changed. Using the
example above, servicers would
have to determine what other activities could measure the results
for us, or as in this case, servicers
may be told what to use.
These new activities may involve
creating a coding system to track
the types of complaints received
so that we have an objective way
to count them.
Once it is determine what the process will be it needs to be documented and added to the policies
and procedures manuals as part of
the implementation plan.

Next we need to determine how they
are going to be implemented.
• Are they going to be done manually by the staff or will there be a
technology fix?
• Maybe there is already a way to
collect the data using the technology that can be used.
• Next servicers have to involve the
people involved in this activity. Is
this an additional step that must be
taken as part of their function or is
it already taking place? Will it be
change from the current process
that makes it easier for them to do
their job or is it more difficult? If it
is decided that rather than adding
notes to the “note screen,” a code

•

is used to identify the type of complaint received from a borrower,
the change may in fact make the
job easier to perform and more
consistent in the result. Always
assuming that changes create
complexity is wrong. Instead look
for the easy and efficient way to
accomplish the task.
Once the technology changes, if
required, the personnel involved
in the activities must be trained.
This should be formalized rather
than “on-the job” training. Making sure the staff is involved and
understand why the work has to
be done and what is expected of
them will typically make them
more accepting of the change.

The last step is developing the measurement and monitoring process.
• Understanding what the expected
output is does necessarily mean
the changes will automatically
produce the desired result. Making sure you know what to measure is critical to your success.
Furthermore, don’t expect to immediately see exceptional results.
The implementation of the change
takes times. What you will most
likely see is a gradually improving
process.
• Some of these measurement standards will require consistency
across the industry if they are to
be meaningful. If every servicer
decides what is to be measured
and how it will be measured, there
will be no meaningful standard.
Fortunately, most of the standards
involve uniform processes and
data which lend them easily to
measurement and reporting.
• Once you have determined what
the measurement method for this
standard is you will need to begin
collecting the data. Who collects
this data can be determined by the
organization, but it should be an
entity that can conduct a thorough
analysis of the results. While some
of the settlement agreements call
for a specialized “internal review
group (IRG)” others may wish
to rely on their servicing quality
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•

control function. While this approach is more cost effective, the
organization may have to deal
with questions from agencies that
dictate current QC requirements.
Another issue that may have to
be addressed is a lack of analytic
ability within the QC staff.
Part of the measurement process
is to develop an on-going monitoring process. This involves ensuring that the measurement results
are communicated to senior management as well as the process
manager. These measurements
must be incorporated into a continuous monitoring program in
order to evaluate the effectiveness
of the changes that were imple-

•

While this works internally, it does
not address how well the company
is performing against the standard
set by regulators. In order to accomplish that these results must
be set against the performance
expectations of the regulators. If
the rate of variation between the
regulatory standard is equal to
lower then the company has no
regulatory risk. However, if it is
greater on a continuous basis, then
management needs to investigate
why this is occurring and change
the process to achieve better performance.
Is this approach to achieving the
regulatory goals of Dodd-Frank, the
CFPB and the State Attorney Generals

These new standards can mean
the difference between success
and failure; profitability and loss.

•

•

mented. This will allow management to determine what level of
risk is involved with the process
and determine if it is acceptable.
One mistake that many management teams make is expecting
perfection. This is not going to
happen. Operational risk studies
show that more a process involves
humans the greater the likelihood of error. Most frequently
these errors occur randomly; humans sometimes make mistakes.
Spending time trying to eliminate
random errors is a waste of both
time and money.
Instead management must understand the level of random errors
that will most likely occur in the
process. What is the expected error rate? Once this is known, each
measurement result can be compared to that level to determine if
the process is working normally
or if there are improvements or
problems.

effective? Compare this to the approach
that many states have taken to improve
their educational systems. They have
developed standards for achievement in
various levels throughout the educational
process and measure them through a testing process. These results are then used to
determine what schools are successful in
meeting the educational expectations and
which are not. And since school funding is
typically based on these results, management of the school systems are focused on
those that don’t do well. In fact, the results
of each school is compared to all other
schools to inform parents which schools
are best and let them decide where they
want to send their children.
Unfortunately, our industry does not
have the ability to conduct such a comparison, only the regulators have that data
and ability. This problem has the potential to cause significant risk to servicers
without them even being aware of it or
giving them the opportunity to mitigate
the risk. It is not impossible to imagine a
CFPB servicing review in which the ser-

vicer can demonstrate that they have met
the standards on a consistent basis and yet
have the regulators tell them that they have
a problem because the majority of other
servicers have better results. Or suppose
that one servicer informs rating agencies
and investors that they have exceeded all
the regulatory standards. It is possible that
they will be able to garner more value for
their servicing operation that others.
The only way to prevent these problems
from occurring is to develop an industry
database that is available to all servicers. It
has to be independent of all servicers, subservicers and related technology platforms
if it is be accepted by everyone. Such a database would allow every member to evaluate the results of their standards against
the industry as a whole, determine if their
results are acceptable or contain regulatory or competitive risk. If desired, they can
identify what level of expense would be
needed to improve those areas with which
they unsatisfied and proactively begin
to improve. Fortunately for servicers the
development of such a database is underway and being beta tested. For those with
the foresight to recognize the tremendous

benefits that can be achieved through the
use of such a tool, the opportunities are
unlimited.
While the forced placement of standards on servicers is seen by many as a
punishment for the consumer-based prob-

lems that we recently experienced, they
may turn out to be a blessing in disguise.
Servicers now have a way to differentiate
themselves from the crowd and turn their
efforts into greater rewards. All it takes is
a few standards. ❖
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