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Lenders

Speak Out …
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.

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.

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

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
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Be Doing Now To
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There exists today the
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modifying process flow.
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If you build a superior
infrastructure, then in
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President and CEO

How Critical Is
Maintaining Regulatory
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With added regulation and
the burden of the cost, more
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As the mountains of regulatory
directives are disseminated
on the industry … we all need
to ask ourselves: What is
the best business model?
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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-

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.
FA C I L I TAT I N G C H A N G E

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

