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Do More With Data

The need to be more data driven is very clear these days. It’s a business 
imperative if you want to maintain compliance and keep your costs 
down. However, crafting a full electronic mortgage isn’t the only positive 

industry change that can be achieved by embracing data. Data can do so much 
more when it is actually used properly.

For example, MARKETrends Premium put out by CoreLogic combines pub-
lic records with local multiple listing data to create a unique market research 
tool. The application’s easy-to-use dashboard and interactive charts give real 
estate professionals a deeper knowledge of the markets they serve. Users can 
view activity trends and reports for the entire multiple listing region or their 
local neighborhood by comparing zip codes and segmenting results by a variety 
of home characteristics.

“MARKETrends Premium is truly configurable at the agent level, so our 
members can easily access market intelligence that matters most to them,” said 
Cantey Davis, President of First Multiple Listing Service, Inc. (FMLS). “By 
sharing up-to-date market trends via presentations, social media, email, blogs, 
newsletters, etc., our members can deepen their role as their clients’ trusted 
advisor.”

“With five years of statistical data available for comparison, MARKETrends 
Premium makes it easy for agents to evaluate and clearly communicate to clients 
what’s happening in the local real estate market,” said Chris Bennett, general 
manager of real estate solutions for CoreLogic. “The application presents its 
analyses using eye-catching, professionally designed formats that are simple to 
understand. MARKETrends Premium is a powerhouse resource that does a great 
job helping agents look their best.”

So, what’s my point in sharing this with you? As PROGRESS in Lending 
celebrates its fourth annual Innovations recipients in this issue, I challenge ev-
eryone reading this to embrace data in new and innovative ways to improve your 
business. Stagnation won’t help the mortgage industry in the long run. Now is 
the time to make that huge jump forward. In doing so, you shouldn’t fear data, 
you should use it to your advantage to get a competitive edge. I guess in the end 
lenders could maintain the status quo, but why give up on getting an edge? 

EDITOR’S NOTES
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Recovery Tips

In my last column I talked about how apathy 
enables cyber crimes. Cyber crimes are now 
larger than all property crimes combined. 

Unfortunately this apathy leads most lenders 
and service providers in the mortgage industry 
to still believe that cyber crime might hit Target 
and other well know retailers but not the mort-
gage industry. Well, I hope these recent events 
may change your thinking.

Last week Ellie Mae confirmed that its recent 
outages, which have forced lenders to delay 
loan closings, resulted from a flood of service 
requests “characteristic of a distributed denial 
of service” attack.

As reported in National Mortgage News, 
“loan closings delayed by the attack have 
forced lenders to pay for rate lock extensions 
and hedging losses. Home closings funded by 
purchase mortgages have been delayed, pre-
sumably inconveniencing consumers who need 
to move.”

So, do you still believe that cyber criminals 
are not going to hit the mortgage industry? 
In addition to this latest attack, “The U.S. 
Securities and Exchange Commission is exam-
ining the exposure of stock exchanges, broker-
ages and other Wall Street firms to cyber attacks 
that have been called a threat to financial sta-
bility,” according to a Bloomberg News report 
published on March 26, 2014.

The article went on to say that “The SEC and 
the Financial Industry Regulatory Authority, 
which oversees broker-dealers, identified 
cybersecurity as a priority for compliance ex-
aminations. Criminal hacking cost financial 
services companies, on average, about $18.8 
million in 2013, according to a study by the 

Ponemon Institute, a research and consulting 
firm. The report estimated an average cost for 
brokerages of $19 million and $21.9 million for 
investment advisers.”

“Hackers targeting broker-dealers may seek 
intellectual property such as trading algorithms 
or the source code of trading systems,” said 
Richard Bejtlich, chief security strategist at 
FireEye Inc., a Milipitas, California-based 
information-security consultant. “Manipulation 
of critical data systems probably poses the 
greatest risk to Wall Street companies whose 

buy-and-sell decisions and order routing are 
increasingly automated. Under a rule proposed 
last year, exchanges would be required to 
promptly disclose to their broker-dealer mem-
bers any breaches of critical systems. “

Given the Ellie Mae situation and the po-
tential threat of more attacks to come to the 
mortgage industry, isn’t it just a matter of time 
before the CFPB follows the SEC and FINRA 
in identifying cyber security as a priority for 
compliance examinations? The bottom line is 
that no longer can the mortgage industry allow 
apathy to enable cyber crimes. The time to act 
is now before the regulators force your hand. 

The CFPB’s Next Target
The U.S. Securities and Exchange Commission is 
examining the exposure of stock exchanges, brokerages 
and other Wall Street firms to cyber attacks.

By Mike Bridges

Isn’t it just a matter of 
time before the CFPB 
follows the SEC and 
FINRA in identifying cyber 
security as a priority for 
compliance examinations?

Since 1995, Mike has served as President, Vice President of Marketing & Sales, Director of 
Professional Services,and Consultant for PaperClip Software. In his current role, he is responsible for 
strategic direction, operations, and corporate communications. Prior to joining PaperClip Software, 
Mike was the Executive Vice President and co-founder of CMF Design System, a custom software 
and systems integration firm. Mike received a Bachelor of Science from Rowan University and 
served as a Captain in the United States Marine Corps.
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Your Voice

Back in February, Steve Antonakes, 
the deputy director of the Consumer 
Financial Protection Bureau (CFPB), 

shocked the attendees at a mortgage servicing 
trade conference with a speech that painted ser-
vicers as being hostile to the needs of distressed 
homeowners and detrimental to the recovery of 
the housing market.

“I remain deeply disappointed by the lack of 
progress the mortgage servicing industry has 
made,” said the CFPB’s second banana to the 
surprised servicers in his audience. “We mean 
to end a failed process in which too many strug-
gling homeowners have been kept in the dark 
about where they stand. American consumers 
deserve better; they are entitled to be treated 
with respect, dignity, and fairness.”

Well, guess what? American consumers 
that work with mortgage servicers are being 
“treated with respect, dignity, and fairness.” 
And how do I know this? Well, the CFPB it-
self confirmed this in its Consumer Response 
Annual Report, which was released last week.

Of course, the CFPB tried to spin this re-
port into yet another example of its tiresome 
squawking of how the big, bad mortgage in-
dustry is doing running amok over the lives of 
homeowners. The bureau highlighted that 37% 
of the 163,700 complaints it received last year 
were related to mortgage issues, mostly on the 
servicing side. Of course, the fact that nearly 
two-thirds of the complaints received by the 
CFPB were not related to housing would seem 
to confirm that the agency is spending most 
of its time chasing mischief makers in non-
housing industries.

Even more intriguing is that the approxi-
mately 59,000 complaints leveled against 
mortgage companies detail a very different pic-
ture than Antonakes’ bloviating over the “lack 
of progress the mortgage servicing industry 
has made.”

The CFPB found that 85% of the complaints 

it received last year were related to servicing 
issues – modifications, collections, escrow 
accounts. However, 77% of the complaints re-
ceived by the CFPB regarding mortgage com-
panies turned out to be without merit, and were 
closed with the consumer receiving a mere 
explanation of what was puzzling them. Only 
2% of the total mortgage-related complaints 

resulted with monetary compensation for the 
consumer.

If that’s not enough, the CFPB received 
31,000 debt collection complaints last year. 
Credit card loans made up 14% of the com-
plaints, medical loans took up 8%, and payday 
loans were the source of 6%. Mortgage loan 
collections, in comparison, were a mere 2% – 
not exactly the epidemic of reckless behavior 
that Antonakes insisted in his February speech. 
Oddly enough, we don’t know what the ma-
jority of debt collections were for 2013: the 
CFPB claimed 39% of complaints fell into the 
“Other” category while 25% were in the “I Do 
Not Know” category. Wow, one-quarter of debt 
collection complaints were from people who 
had no idea what they were complaining about!

Despite the data that seemed to exonerate 

A Message For The CFPB
The mortgage banking industry is being lectured on respect 
and dignity by the deputy director of an agency that has been 
charged by its own employees with racism within its personnel 
processes.

By Phil Hall

Guess what? American 
consumers that work 
with mortgage servicers 
are being “treated with 
respect, dignity, and 
fairness.” And how do I 
know this? Well, the CFPB 
itself confirmed it.
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servicers, Antonakes has yet to admit that his sneers 
and jeers were unjustified. Even more disgusting is 
the possibility that Antonakes knew he was blowing 
smoke when he made that speech two months ago.

“Our nation’s mortgage servicers manage a 
debt portfolio of nearly $10 trillion for millions 
of American homeowners,” he said at the servic-
ing conferencing, adding that the performance by 
mortgage servicers in charge of that portfolio repre-
sented a state of “continued sloppiness is difficult to 
comprehend and not acceptable.”

Unacceptable behavior that cannot be compre-
hended? Oh? This is coming from the number two 
person at a federal regulatory agency that refuses to 
make its meetings open to the public that finances 
its operations? This is coming from the second-in-
command at an agency where the top executives 
(including Antonakes) absorb annual salaries that 
are higher than the annual salaries paid to Vice 
President Joe Biden and Supreme Court Chief 
Justice John Roberts?

The mortgage banking industry is being lectured 
on respect and dignity by the deputy director of an 
agency that has been charged by its own employ-
ees with racism within its personnel processes – 
and which refuses to explain these actions when 
called to testify before a hearing of the House of 
Representatives? And the mortgage world is being 
badgered on responsible behavior by the number 

two guy at an agency that hired the architects behind 
Dubai’s uber-luxurious Burj Khalifa skyscraper to 
redesign its headquarters?

The mortgage servicing industry was not respon-
sible for the housing crisis that created the 2008 

crash. And the men and women in the servicing 
world have worked long and hard to help people 
stay in their homes – since 2007, 6.5 million people 
have received loan modifications from the mort-
gage servicers that Antonakes badmouthed in his 
vile speech.

My advice to Antonakes is brief but blunt: 
shut up. 

Phil Hall has been (among other things) a United Nations-based radio journalist, the president of a public 
relations and marketing agency, a financial magazine editor, the author of six books and a horror movie 
actor. Also, as you will discover, he is not shy about stating his views
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The mortgage servicing 
industry was not responsible 
for the housing crisis that 
created the 2008 crash. And 
the men and women in the 
servicing world have worked 
long and hard to help people 
stay in their homes.
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MARKET PULSE

Tracking Down Big Data

According to IBM, to gain the competitive advantage 
that big data holds, you need to infuse analytics ev-
erywhere, make speed a differentiator, and exploit 

value in all types of data. This requires an infrastructure that 
can manage and process exploding volumes of structured and 
unstructured data—in motion as well as at rest—and protect 
data privacy and security. Big data technology must support 
search, development, governance and analytics services for 
all data types—from transaction and application data to ma-
chine and sensor data to social, image and geospatial data, 
and more.

Your infrastructure must capitalize on real-time informa-
tion flowing through your organization. It must be optimized 
for analytics to respond dynamically—with automated busi-
ness processes, better agility and improved economics—to 
the increasing demands of big data. To protect 
your reputation and brand, your platform 
must comprise stringent policies and practices 
around privacy and data protection, safeguard-
ing all of the data and insights on which your 
business relies. The right platform instills trust, 
so you can act with confidence. It controls how 
information is created, shared, cleansed, con-
solidated, protected, maintained, retired and 
integrated within your enterprise.

To achieve economies and efficiencies, you 
must run certain analytics close to the data, 
while it is in motion. But for data you elect to 
store, your infrastructure must embody a de-
fensible disposal strategy that reduces the run 
rate of storage, legal expense and risk. As you 
infuse analytics into your organization, data se-
curity becomes more central to your competi-
tive advantage profile. Your infrastructure must 
have strong security measures built in to guard 
your organization against internal and external 
threats. To relieve the pressure that big data is 
placing on your IT infrastructure, you can host 
big data and analytics solutions on the cloud. 
Achieve the scalability, flexibility, expandabil-
ity and economics that will provide competi-
tive advantage into the future.

Do you know where to find the Big Data in 
your organization? The following infographic 

by Kapow can help you locate and identify the various types 
of Big Data in your organization.

Common categories of pools of data are archives, docu-
ments, media, business apps, social media, public Web, data 
storage, machine log data, and sensor data. The infographic 
also lists various data sources or types that make up those 
categories.

For example, archives might consist of scanned documents, 
statements, insurance forms, medical records, customer corre-
spondence, paper archives, and “print stream files that contain 
original systems of record between organizations and their 
customers,” states Kapow.

To find out more about the various kinds of Big Data that 
might be available to your organization, check out the follow-
ing infographic:
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Process Improvement

The mystery surrounding what exactly hap-
pened at Ellie Mae to cause its system to 
go down continues to unravel. What Ellie 

Mae initially labeled “a distributed denial of ser-
vice (DDoS) attack” is now being called an outage 
that was “triggered by a confluence of factors in-
volving network, hardware, software and demand 
for service.” Regardless of what happened, lend-
ers deserve better. So, I went out to another LOS 
to see how they would handle this situation if it 
happened to the.

“Ellie Mae is a strong competitor,” said Keven 
Smith, President and CEO at Mortgage Builder. 
“We compete with them in almost every deal. We 
feel badly for the impacted lenders, but we also 

want to reach out to talk about our strategy. These 
attacks are nothing new. We’ve had attacks in the 
past and we’ve prevented them from disrupting 
our clients’ business.”

In the wake of this disaster, Mortgage Builder 
decided to be proactive and inform their clients 
about what would happen if Mortgage Builder 
found itself in Ellie Mae’s shoes. Can Mortgage 
Builder fend off what Ellie Mae called a distribut-
ed denial of service (DDoS) attack? I obtained that 
letter. Here’s some of what Mortgage Builder said 
to explain to its clients what Mortgage Builder is 
doing to ensure their system doesn’t experience 
the same outage as Ellie Mae’s Encompass did:

“Based on this event we have had a handful of 
clients this week reach out to ask “can this happen 
to us” as a Mortgage Builder client. Although it 
does not entirely mitigate all the risks associated 

with doing Internet business, we already have in 
place system functionality and IT infrastructure 
that should put our customers at ease. We have 
two types of deployed LOS systems at Mortgage 
Builder:

>> Client Hosted – these are clients that host 
MB at their office locations or at a Co-Location 
facility of their choice. For these clients the soft-
ware and data would not be affected by a DDoS 
attack on our MB hosting facility. One important 
differentiator between MB and most other LOS’s 
is that document preparation is embedded into the 
MB system and all interfaces are built directly to 
the vendor or provider of service and do not route 
through any middleware product hosted by MB. 
So in short, an MB DDoS occurrence would not 
affect a self-hosted MB customer in any way.

>> Mortgage Builder Hosted – These clients 
are hosted in one of our MB Co-Location facili-
ties.  The Mortgage Builder environment provides 
multiple redundancies to provide constant uptime 
in the case of a DDoS attack. There are 5 Internet 
connections from multiple providers and an engi-
neered routing policy to analyze, react, and miti-
gate Internet traffic in the event of a DDoS attack. 
When our Co-Location detects an abnormal spike 
or malicious network traffic directed at the target 
host (MB server), the mitigation routing policy 
is deployed and automatically routes the target’s 
IP address upstream to prevent saturation of the 
MB connection. The network returns to normal 
when the network event is over and the malicious 
packet stream has subsided. This DDoS defense is 
protecting our entire network (all products). With 
its protection your network will remain up, even 
during a dangerous network event.”

Let’s face it, lenders have been so focused on 
lowering volume and increased regulation, lend-
ers don’t want to worry about technology. Lenders 
want to be on browser-based solutions in the cloud 
or fully Web-based systems and they don’t want to 
worry about it. That’s fine, but there are things that 
lenders have to look for in an LOS to make sure 
that their business is secure.

A New World
As we all see what happened at Ellie Mae, we begin to wonder: 
What do software companies need to do to secure sensitive data?

By Tony Garritano

In a Web-based environment 
the vendor has to work 
overtime to protect sensitive 
information and fend off all 
kinds of issues that may cause 
the system to go down.
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“We have clients paying per closed loan in a SaaS 
environment that opt to host the data themselves,” 
explained Smith. “We can also host the data on our 
servers as well. Our strategy is such that if our serv-
ers are down, the customer is still protected. Also, all 
of our interfaces go direct to the vendor, not through 
a platform like the Ellie Mae Network or another 
third party.”

Mortgage Builder touts that it can also transition 
clients from one model to another over just a week-
end. “We can transition clients to a hosted model 
or they can transition back to a client-server envi-
ronment if they feel more secure with that strategy 
given what happened with Ellie Mae. We can also 
offer disaster recovery solutions to those lenders that 
want to self host, but still want that security.”

And it’s not just LOS vendors that need to be pre-
pared to transact in an Internet-based world. As the 
industry moves to a Web-based, Software as a Service 
model, these situations will persist. In a Web-based 
environment the vendor has to work overtime to 
protect sensitive information and fend off all kinds 
of issues that may cause the system to go down. The 
strongest vendors have mastered this skill. In fact, 
DocMagic, Inc. has said that its customers are ex-
pressing concern with the reliability of their mission 
critical technology systems and are asking for more 
information about system uptime from their vendors. 
Here’s what DocMagic tells its clients:

DocMagic has maintained these stats for its own 
company for many years and publishes its status, in-
cluding uptime, processing time and bandwidth, in 
real time, on its website at: https://www.docmagic.
com/webservices/status/main.jsp.

“We’ve always shared our uptime record with 
our customers because it’s just so important,” said 
Dominic Iannitti, CEO of DocMagic. “With uptime 
typically between 99.99 and 99.999%, our clients 
never have to worry about having access to the 

documents and compliance tools they need to close 
their loans. This type of uptime is not only possible, 
it’s critical to the fundamentals of mortgage lending. 
Companies that take customer service seriously do a 
good job of achieving the 99.99%+ uptime metric”

Iannitti pointed out that guaranteeing reliability 
involves investment in infrastructure, superior staff 
training, constant monitoring and an unwavering 
commitment to the task. He adds than any lender 
who has suffered through a service interruption 
knows exactly how important it is.

At DocMagic, uptime means that all company ser-
vices are functional and available to its customers. 
It’s not just a measure of when the servers are turned 
on. To test this, DocMagic developed a proprietary 
system that sends complete transaction requests of 
all types through the system continuously, 24 hours 
a day, 7 days a week. As these requests flow through 
the system, company technicians monitor over 1,000 
data points that impact service delivery and quality. 
Any potential problems are identified and addressed 
before they can escalate and pose a risk to the entire 
system.

Measuring uptime with any method that does not 
include the actual delivery of the company’s service 

results in a meaningless metric that will not contrib-
ute to high service availability standards. Customers 
should require service providers to provide uptime 
information.

“Reliability is one of the most important qualities 
in a service provider,” Iannitti said. “DocMagic is 
fully transparent when it comes to service delivery 
uptime. Achieving the high level of uptime that we 
do is a major accomplishment, of which our entire 
organization is very proud. It means we are abso-
lutely the best at what we do and we prove it to our 
clients every day.”

In the end every vendor is vulnerable to DDoS 
attacks and other issues, but the better vendors do 
everything possible to make sure their clients are not 
impacted. 
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Measuring uptime with any 
method that does not include 
the actual delivery of the 
company’s service results in 
a meaningless metric that will 
not contribute to high service 
availability standards.

Tony Garritano is Chairman and Founder of PROGRESS in Lending. As a speaker Tony has worked hard 
to inform executives about how technology should be a tool used to further business objectives. For over 
10 years he has worked as a journalist, researcher and speaker. He can be reached via e-mail at tony@
progressinlending.com.
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Future Trends

The nature of business is to go through up 
and down cycles. This is certainly driven by the 
overall status of the economy in general, but 
also by some factors that are out of their control. 
Being from Detroit, it was only natural that I 
wrote some articles, about 5 years ago, compar-
ing the automobile and mortgage industries. I 
thought it was appropriate to re-visit this and 
see how each industry has responded.

The automotive industry has changed dra-
matically over the last 50 years. The big 3: 
GM, Ford and Chrysler faced difficulties in 
getting new products to market because of the 
long development lead time. In addition they 
had to master the skill of controlling costs and 
quality. Enter the foreign manufacturers! From 
there, the Big 3 and the foreign manufacturers 
got caught up in the same kind of euphoria that 
everything would only get better. They kept 
building new plants, adding new dealerships 
and generally saturating the marketplace. They 
all offered a large number of different models 
under multiple sub-brands. As the inventory 
grew, they were forced to offer huge discounts 
to entice buyers. This was certainly a short-term 
strategy, which haunts them still today. 

If you think about it, the mortgage industry 
faced similar challenges. The biggest mistake 
was the thought that real estate values would 
always appreciate. In an effort to offer loan 
products beyond the 30-year fixed, we created a 

conundrum where only a few borrowers under-
stood the intricacies of the different offerings. 
In the drive for more applications, we relaxed 
underwriting standards, created very exotic loan 
products and put borrowers in homes where 
they had no realistic chance of meeting that 
obligation. The borrower took this opportunity 
to buy a bigger house or to take out any existing 
equity. They treated their home as giant ATM 
machines. In the end, many lost their homes.

Reality hit hard. Both industries had a wake-
up call. Both required government assistance to 
continue. Both need to reinvent themselves. 

The automotive industry has re-focused. In 
operations, they eliminated brands, Plymouth 
and Pontiac for example, and reduced the num-
ber of models. They reuse a chassis and other 
components across models. The assembly line 
is now a series of lines to final assembly rather 
than a long continuous line. Robots now per-
form some of the tasks that human autoworkers 
formerly were asked to perform. All of these 
changes have significantly reduced costs and 
time to market. The use of technology has also 
increased dramatically. Today’s cars have more 
USB ports than cigarette lighter sockets, and 
full touch screens for navigation. Many of the 
new cars today have a type of “black box” in 
them, along with the dozens of computers that 
are onboard. That means the black box can 
know exactly where you are, how fast you’re 
driving, and many other details of your driv-
ing habits. Who owns that data? The insurance 
company? The auto manufacturer? The driver? 
This could have some serious legal ramifica-
tions. Just like the “black box” on a plane, this 
could possibly determine if the driver was im-
paired or the automobile malfunctioned in some 
manner. Finally, the concentration on the con-
sumer has been single-minded, to improve the 
safety, comfort and interaction with the driver. 
Let’s look at this further. 

I believe it all starts with the perceived 

It’s About The Consumer Pt. 1 
The mortgage industry can learn from the automotive industry in 
order to manufacture a perfect loan. 

By Roger Gudobba

Today’s cars have more 
USB ports than cigarette 
lighter sockets.
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quality of the product offering. Lemon laws provide 
a remedy for consumers in order to compensate for 
products that repeatedly fail to meet standards of 

quality and performance. Although there may be 
defective products for all sorts of products, the term 
“lemon” is generally thought of as applying to defec-
tive vehicles. Federal Motor Vehicle Safety Standards 
(FMVSS) are U.S. federal regulations specifying 
design, construction, performance, and durability 
requirements for motor vehicles and regulated safety-
related components, systems, and design features.

The “Corporate Average Fuel Economy,” or CAFE 
standards, will require automakers 
to nearly double the average gas 
mileage of all new cars and trucks 
they sell by 2025. Think of one of 
the safety enhancements in the au-
tomobile industry. In a 2010 report, 
the Department of Transportation’s 
(DOT) National Highway Traffic 
Safety Administration (NHTSA) 
said that each year 210 people die 
and 15,000 are injured in light-
vehicle backup incidents, with 
about 31% of the deaths among 
kids under age 5 and 26% adults 
over 70. Congress passed a law 
ordering the DOT to have a rule in 
place by 2011 to require cameras 
or other backup warning devices 
on all new cars and light trucks. 
The original goal was for them to 
be required on all light vehicles 
by the 2014 model year. Until this year, however, 
there have been multiple delays over the details. The 
National Highway Traffic Safety Administration is-
sued a proposed rule in March, 2014 requiring all 
new light vehicles — including cars, SUVs, trucks 
and vans — to have “rear-view visibility systems,” in 
effect, requiring backup cameras. The rule — which 
would be final in 60 days — would start phasing in on 
May 1, 2016 models and be at 100% by May 1, 2018. 

The rule follows an outcry from consumer groups and 
by families touched by tragic back-over accidents, es-
pecially those involving children. They have pushed 
hard against more delays in the rule. 

In the future, automobile sensors may usher in 
self-driving cars. Automobile sensors can be clas-
sified into three basic areas: drive-train and vehicle 
control, driver safety/comfort/information and emis-
sions. They are used to monitor temperature, gases, 
voltages/currents, vacuum and torque to name a few. 
Twenty years ago, the typical automobile had approx-
imately five sensors, today, it has over fifty. Motor-
vehicle accidents are the leading cause of death of 
13- to 29-year-olds in the United States. According to 
Sebastian Thrun, an engineer at Google and the direc-
tor of the Stanford Artificial Intelligence Laboratory, 
almost all of these accidents are the result of human 
error rather than machine error, and he believes that 
machines can prevent some of these accidents. 

“We could change the capacity of highways by a 
factor of two or three if we didn’t rely on human preci-
sion for staying in the lane and [instead] depended on 

robotic precision,” says Thrun. “[We could] thereby 
drive a little bit closer together in a little bit narrower 
lanes and do away with all traffic jams on highways.”  
Although we are not close yet to a fully autonomous 
vehicle, the technology, including the sensor platform 
of radar, ultrasonic sensors, and cameras, is available 
in today’s intelligent vehicle. (see car image)

Starting next month, we will look at how this con-
versation relates to the mortgage industry. 

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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In the future, automobile 
sensors may usher in  
self-driving cars.
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What kid doesn’t know of Mickey 
Mouse? What kid doesn’t love going 
to Disney World? Walt Disney has 

created so many good family memories for all of 
us, but we can learn even more from him. In the 
article “5 Magical Tips Walt Disney Can Teach 
Entrepreneurs About Marketing” by Adam Toren, 
I found out just how Disney can improve your 
ability to effectively market your company.

Think about it, while Disney recently made 
headlines with Frozen taking home the Oscar for 
best animated feature (a first for the 91-year-old 
Disney Animation Studios), the legacy left behind 
by Walt Disney goes far beyond the face value 
of his films, parks and stories. One of the things 
Disney was so great at was the art of marketing. 
His story is one of a true entrepreneur, a rags to 
riches tale, that lives on to inspire the generations 

of entrepreneurs and his own employees who have 
come after him. From creating the first full-length 
feature-animated film Snow White to inventing 
the multi-plane camera that helped him achieve 
his early film success, Disney had a brilliant mind.

Here are five of Disneyland’s best marketing 
tricks that every entrepreneur should study and 
apply to their own business.

1. IT’S ALL ABOUT PERSPECTIVE. Take 
a close look at Sleeping Beauty’s castle and you’ll 
start to realize that something a little strange is 
going on. Disney and his team used the concept 
of forced perspective to design the entire park to 
look bigger, including the castle. How did he do 
this? Just like a painting, you can adjust the size 
of things to make them appear closer or further 
away. Disney and his team carried this forced per-
spective throughout the park. For instance, they 

alternated the sizing of trees and boulders on the 
Matterhorn, so the mountain appears bigger and 
in the brickwork of Sleeping Beauty’s castle. For 
entrepreneurs, keep in mind it is all about percep-
tion. How can you use forced perspective to con-
vey a bigger, more impressive image to the world? 
You need to be a master at telling your story and 
putting it into a larger context. For example, 
talk about why your loan origination system is 
different.

2. EVERY DETAIL COUNTS. The next time 
you take a stroll down Main Street, notice the 

Business Strategies
Walt Disney And Your Business
Walt Disney is famous for creating content for children, but 
mortgage executives can learn a thing or two from this guy, too.

By Michael Hammond

For your business, 
remember the small details 
matter. Are you putting that 
much attention to detail 
in every aspect of your 
business?
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venting systems along the path by the candy shops. 
These machines pump out very delicate scents to 
help set the mood for the season. They’re reported to 
be vanilla candy goodness all year, except at the hol-
idays when scents of cinnamon fill the air. For your 
business, remember the small details matter. Are you 
putting that much attention to detail in every aspect 
of your business? Customers are constantly looking 
for companies to go above and beyond to meet their 
needs. Everything from handwritten cards to follow-
up phone calls or a top-notch return policy can make 
all the difference. 

What does this mean for you? Don’t rely on the 
latest buzzword to sell your product. You need to sell 
your product by accurately describing everything it 
does, and more importantly, how all of those details 
better the lender’s business.

3. ACCESSIBILITY WITH A TOUCH OF 
EXCLUSIVITY. Disney created Disneyland for 
the people. He wanted guests to have an incred-
ible experience that fostered the joyful and loving 
feelings he had for his hometown. However, even 
Disney knew that no matter how accessible the 
park was there should still be a slight air of exclu-
sivity. That’s why he created Club 33, the private 
speakeasy hidden in the New Orleans section of the 
park. Not only do you have to be a member to get a 
reservation here but the club requires that you pay 
significant dues (around $25,000 for initiation plus 
an annual $10,000 fee) coupled with incredible wait 
list times to join (averaging 10 years), makes this 
place a hot spot.

This strategy can help with entrepreneurs from 
all backgrounds. Think about offering your best 
customers a VIP treatment or community, offering 
them perks and incentives for being loyal to your 
company. Not only is it a way to say thank you, but it 
creates an exclusive club people want to join. If the 
value and allure is there, the people will be willing to 
pay for it. Not every mortgage technology company 
or product is created equal. Some lenders want an 
out-of-the-box solution for example, but find that 
when it’s implemented they need more. So, offer 

them more, but for a premium.
4. FAN ENGAGEMENT. Getting fans to in-

teract with brands is one of the most talked about 
strategies in marketing today. With all the buzz of 
social media, how do you really get your customers 
and more importantly, potential customers, active in 
what you’re doing?

Take a tip from Disney and start an organic buzz 
that makes the best “unkept” secret around. For years 
Disney fans have made the journey to Disneyland to 
enjoy the park, but there is also a subset of rabid 
fans who go back to the park for another “hidden” 
reason. All over Disneyland, the Disney team has 
planted “hidden Mickeys” throughout the park and 
for decades Disney fans have been going back to try 
to discover and share all the hidden Mickeys in the 
park.

How can you start a buzz and seed a movement 
for fans trying to discover your brand? Think about 
why your approach to Dodd-Frank compliance is 
better, for example. What are you doing that’s dif-
ferent that other companies aren’t when it comes to 
ensuring that lenders are fully compliant?

5. LESSONS IN OUTSOURCING. How ap-
pealing would Disneyland be if you were standing in 
a line to ride the Matterhorn and a cockroach scurried 
past your foot? What if you were in the dark tunnels 
of the Indiana Jones ride when a mouse suddenly 
squeaked and ran over your toes? Not only would 
this totally gross out park goers, but it could cause a 
panic that is potentially dangerous and would most 
definitely damage the company’s reputation. On the 
flip side, spraying down the park with heavy-duty 
pesticides doesn’t really seem like an appealing op-
tion. Disney understood this conundrum. 

Disney outsourced this dirty problem by having 
local felines roam the park at night and take care 
of the mice and bugs. That tradition continues today 
along with other creative pest control ideas like re-
leasing ladybugs at night.

Perhaps outsourcing could solve a common prob-
lem you’re facing and provide work for someone 
else better suited to handle your issue? Look at all 
the unique and unusual solutions in your set of re-
sources. From a marketing standpoint, this can be 
getting help pertaining to your campaign, social 
media strategy or how to approach publicity.

Is Disney going to solve all of your problems? Of 
course not, but learning from someone who built a 
successful empire out of nothing can be very telling. 
We should all take every opportunity to learn from 
others that we can.  

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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Take a tip from Disney and 
start an organic buzz that 
makes the best “unkept” 
secret around.
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 By John Levonick

There is simply 
too much at 
stake, given the 
complexity of 
the Rules and 
Know Before 
You Owe, to rely 
on subjective, 
manual 
processes.

Fifteen months from now three documents at the very core of the mortgage process 
are being supplanted by two completely new documents. Mandated by Dodd-Frank 

and designed by the Consumer Finance Protection Bureau (CFPB), these two seemingly 
innocuous disclosures bring monumental changes to every corner of the mortgage process 
as well as every participant.

KNOW 
BEFORE 
YOU OWE

LENDERS NEED TO KNOW: 
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Think August 1, 2015 is far in the fu-
ture? Think again. To be fully prepared 
for Know Before You Owe, the time to 
start is now. 
LESSONS LEARNED

The mortgage industry is no strang-
er to compliance-driven changes to 
lending processes. The Qualified 
Mortgage/Ability to Repay (QM/
ATR) Rules (Rules) are now five 
months old. While tangentially related 
to Know Before You Owe (KBYO) 
through Dodd-Frank, the lessons the 
industry learned in implementing QM/
ATR are instructive.

First, we found out that time was not 
on our side. QM/ATR changed the way 
lenders approach lending from the per-
spective of borrower eligibility as well 
as investor acceptability. Resolving 
this alone took months of individual 
policy debate.  

Another equally important lesson 
was the challenge of implementing the 
tests necessary to determine classifica-
tion and eligibility. A third lesson was 
the need for staff training and borrower 
education. And, fourth, the implemen-
tation of QM/ATR underscored the 
need for technology to unify compli-
ance initiatives. There is simply too 
much at stake, given the complexity of 
the Rules and Know Before You Owe, 
to rely on subjective, manual processes. 

Lenders who were prepared for the 
Qualified Mortgage/Ability to Repay 
Rules were those that addressed all 
four areas of concern long before Janu-
ary 10, 2014. Those that prepare for 
KBYO — starting now — have the 
best chance of being ready for it.
TECHNOLOGY: THE 
UNIFYING FACTOR

Lenders cannot afford to assume 
their current mortgage lending technol-
ogies will automatically meet KBYO 
demands. What looks like a simple 
change — substituting two disclosures 
for three — is actually far from easy. 
The problem is not the documents 
themselves but what they represent. 
New calculations combined with com-
pletely new presentations present ma-
jor technical challenges. Many systems 
were designed around the HUD-1, 
which is replaced under the regulation 
by the Closing Disclosure.  

This is no simple replacement, how-
ever. HUD line numbers, relied on by 
virtually all systems and lenders, are 
replaced throughout by new numbers 
and new terms. Retiring the HUD-1, 
therefore, presents time consuming, 
expensive, and for some, impossible 
technical challenges.

What’s a lender to do? Being ready 

on August 1, 2015 is not good enough 
for many reasons. The first step is to 
gain commitment now from mortgage 
technology providers for early deliv-
ery. Understand their detailed Know 
Before You Owe plans as well as their 
timelines for deployment. Lending 
teams must understand the plans of 
their technology providers since reli-
ance on them is essential to their own 
plans. Making sure KBYO capabilities 
are in place several months before the 
effective date is essential to a success-
ful, fully compliant roll-out.

A second step is investigating in new 
systems. Enhanced ease of compliance 
is a strong incentive for lenders that 
have been contemplating technology 
upgrades to take action. The disparate, 
quasi-integrated system model long 
employed by mortgage lenders pres-
ents data integrity challenges, especial-
ly where disclosures and documents 
are concerned. Know Before You Owe 
leaves no margin for error. Lenders 
may have been complacent about man-
aging multiple data sets for the same 
loan, but comprehensive systems that 
begin with the point of sale and end 
with closing documents deal with this 
problem once and for all. 
PEOPLE: EDUCATION 
IS ESSENTIAL

Change is hard. Wholesale changes 
that tamper with the very traditions 
upon which mortgage lending was 
founded are even harder. Know Before 
You Owe combines the initial Truth-
in-Lending (TIL) and Good Faith 
Estimate (GFE) disclosures into the 
Loan Estimate document. The Closing 
Disclosure replaces the final TIL and 

the HUD-1.  
The TIL, GFE and HUD-1 have 

been in continuous use for more than 
30 years. Known to everyone in the 
industry — lenders, borrowers, and 
investors — they are relied upon as 
they represent the very essence of the 
loan itself. With a quick glance at these 
three documents every lender in every 
lending discipline can quickly decipher 
a mortgage.

Lending teams must be ready to do 
the same using the Loan Estimate and 
the Closing Disclosure before August 
1, 2015. Developing training plans now 
that teach loan originators, processors, 
underwriters, closers and funders how 
to read these documents as quickly 
and as easily as they read the legacy 
packages is essential to maintaining 
an efficient, borrower friendly process. 
As with the other initiatives, now is the 
time to start developing these plans. 

Maintaining a borrower-friendly 
process is essential. The purchase 
market is heating up now in various 
geographies and is expected to be in 
full swing for the 2015 season. Pur-
chase loans cannot wait. Borrowers 
will not understand, nor tolerate, clos-
ing delays. 

Know Before You Owe affects bor-
rowers, too. First-time buyers will be 

Lenders cannot afford to assume 
their current mortgage lending 
technologies will automatically 
meet KBYO demands.
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relatively easy to educate since they are 
less likely to have expectations about 
the process or the forms they will en-
counter. Repeat borrowers, however, 
will expect the GFE, TIL and HUD-1. 
They, too, must be educated about the 
new forms and the changes in process 
they represent.

Maintaining an acceptable borrower 
experience is the paramount reason for 
educating lending teams now. There 
is another important reason to do so: 
Under the regulations, lenders have an 
affirmative obligation to educate con-
sumers. During examinations examin-
ing teams will likely want to review 
training materials and sales scripts, if 
your organization uses them. In the 

end, though, the best test of this obliga-
tion will be borrower satisfaction. After 
all, there’s no truer test of understand-
ing than being able to teach and train 
another. A well-educated borrower is a 
happy borrower.
PROCESS: DRIVEN BY 
REGULATION, ENABLED 
THROUGH TECHNOLOGY

Today’s lenders face a two-pronged 
process redesign conundrum. What 
may prove to have been the longest re-
finance cycle in the history of mortgage 
lending has come to a close. Refinance 
lending as a percentage of the overall 
market continues to decline, a trend 
that is expected to continue for some 
years to come.  

Meanwhile purchase money lend-
ing, a more complex, time-consuming 
and expensive form of lending, takes 

the place of refinance lending. Pur-
chase money lending requires different 
processes that effectively bring the real 
estate and the mortgage transaction 
to closure at precisely the same time. 
Redesigned processes that take these 

factors into account while maximiz-
ing efficiency are priorities for every 
lender; borrowers demand efficiency, 
and profitability requires it. 

Know Before You Owe requires 
process changes as well, starting with 
pre-qualification/pre-approval and 
continuing all the way through clos-
ing. As discussed earlier, the Loan 
Estimate replaces the initial TIL and 
the GFE in the initial disclosure pack-
age. Like the initial TIL and the GFE, 
it must be provided within three days 
of application. The Closing Disclosure, 
which replaces the HUD-1 and the 
final TIL, presents a new wrinkle. It 
must be provided to the borrower three 
business days prior to closing. This is a 
significant change since most HUD-1’s 
today are drawn just prior to closing; 
borrowers see them for the first time 

at the closing table. Under KBYO, all 
lending processes will have to be re-
designed and backed up at least three 
days to meet the Closing Disclosure 
timing requirement.  

Closing disclosure timing is one 
variable driving process change. 
Preparation of the disclosure itself is 
another. HUD-1’s are typically com-
pleted by the settlement agent. Closing 
disclosures can also be completed by 
the agent; however, they become the 
lender’s sole responsibility. While del-
egation of the duty is permissible under 
the regulation, careful thought must be 
given to the prudence of doing so.

The sweeping process changes nec-
essary as a result of Know Before You 
Owe and the purchase market switch 
emphasize the importance of technol-
ogy. Mortgage lending has never been 
as complex or expensive as it is today, 
or as it will become leading up to Au-
gust 1, 2015. Comprehensive, inclu-
sive lending technologies are essential 
to needed process efficiency.
TIME IS OF THE ESSENCE

The phrase ‘Time is of the Essence’ 
is found in every real estate contract. 
The meaning is obvious: closing the 
contemplated transaction as soon as 
possible is in all parties’ best interests.  
Its very appearance is a reminder of the 
duty to act swiftly. The phrase is also 
applicable to the effort of being ready 
when Know Before You Owe takes 
effect on August 1, 2015. Technology 
upgrades, people education — for both 
mortgage personnel and consumers — 
and process modifications are the key 
items for every lender’s KBYO action 
plan. Those who realize that time is 
of the essence — and take action now 
— will be best prepared on August 1, 
2015.  

The sweeping process changes 
necessary as a result of Know 
Before You Owe and the purchase 
market switch emphasize the 
importance of technology.

About the Author
John Levonick is the Legal and Compliance Officer at Accenture 
Mortgage Cadence. In drawing from his advisory experience, John 
works closely with Accenture Mortgage Cadence clients to assist 
in interpreting compliance requirements, develop risk mitigation 
strategies and implement the requisite controls within the Accenture 
Mortgage Cadence platform(s) to best protect each client. Prior to 
joining Accenture Mortgage Cadence, John worked with creditors, 
servicers, secondary market participants and technology vendors in 
providing guidance on mortgage lending laws and was also responsible 
for overseeing the compliance content of vendor technology platforms, 
including policy tracking, interpretation and rule implementation.
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By Michael Simmons

LOST IN 
TRANSLATION
APPRAISALS: HOW A DEEPER 
UNDERSTANDING CAN SET  
LENDERS APART FROM THE CROWD.

In 2003, Francis Ford Coppola’s daughter 
Sophia Coppola directed her second film, 
Lost in Translation. It was a comedy-

drama starring Bill Murray and Scarlett 
Johansson. It received 4 Academy Award 
nominations, made a tidy little pile of money 
and was generally greeted favorably by those 
who like that particular genre.

I never saw it.
While there’s no direct connection to the 

movie, I would suggest that any relation-
ship—personal or business—suffers when 
communication is missing. Let’s start with 
something obvious; language. Have you ever 
noticed that, regardless of what part of the 
realm we occupy, all of us employ our own 
language. I sometimes think that this ‘secret 
language’ is designed to create and protect 
the power of our respective roles. We build 
it around a kaleidoscope of acronyms: TILA, 
GFE, OCC, FHFA, FDIC, SARS, UAD, 
XML, FNMA, MAI, NMLS … and a thou-
sand more just as jaw tightening. They serve 
to erect walls between lenders, investors, reg-
ulators, mortgage brokers, real estate agents, 
AMCs and their appraisers, and consumers. 
The net result can inhibit real understanding. 
And that’s important, because it’s the ‘know-
ing’ that we’re all really after.

I Speak 
Your 

LANGUAGE
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YOUR MOST IMPORTANT 
ROLE:  DELIVERING 
INFORMATION

Early on in my own career, first 
in real estate and then in lending, I 
learned an important truth; that my role 
was to deliver information. As a real 
estate agent, it wasn’t to sell homes, it 
was to help my clients understand the 
market and to guide them through the 
process of buying a home. As a lender, 
I never sold rates; I provided informa-
tion and solutions to my clients so they 
were able to make informed decisions. 
In both instances it was still the noble 
and important profession of sales, but 
it was always oriented to serve the con-
sumer by helping them to understand. 
It’s what most successful loan officers 
and Realtors do, they deliver informa-
tion and help their clients understand 
how things worked.

Why is all this “understanding” so 
important? Isn’t it sufficient that all of 
us simply perform our appointed func-
tions? That’s a very good question. By 
way of an answer, let’s look at a not so 
atypical transaction as a case in point.
A REAL WORLD, VERY 
COMMON EXAMPLE

Take a young family buying their 
first home. They get a referral from 
friends for a real estate agent who loves 
to work with first time homebuyers. 
She in turn refers them to a mortgage 
banker she’s worked with and sends 
them to get pre-approved. They get 
thoroughly prequalified, understand 
their borrowing capacity and even have 
some gift funds to get to that magical 
20% down payment. Armed with all 
that information, the couple venture 
forth into the world of open houses. 
They encounter a market with limited 
inventory, but their Realtor reassures 
them there’s something wonderful 
waiting out there just for them.

So far, so good. Informed and pre-
pared, they visit open houses and pe-
ruse the new listings that their Realtor 
provides them. And then it happens; 
the house they’ve been looking for 
shows up on their agent’s MLS. They 
schedule an appointment that evening 
to write an offer. Their agent knows 
there will be multiple offers—and 
surely over the asking price given the 

limited inventory—so they’ll have to 
make their highest and strongest offer 
if they hope to prevail.

Lo and behold, the offer’s accepted 
and everyone is ecstatic. The Realtor 
feels validated that her advice on price 
won the day. The loan officer springs 
into action and immediately requests 
updated paystubs and bank statements, 

warns his borrowers not to use their 
credit cards, checks to insure that rates 
are still good (they are) and says ‘clos-
ing in 30 days is do-able’. The only 
thing left is to order an appraisal. Once 
that’s completed, it’s on to the closing 
table.

The lender orders the appraisal 
through one of their AMCs and an 
experienced local appraiser schedules 
an appointment to meet the Realtor at 
the property to perform the inspection. 
Because the Agent knows how quickly 
the market is moving, she brings closed 
sales and listings for the appraiser and 
makes sure he knows that there were 
5 offers over asking. The appraiser 
thanks her for her professionalism and 
suggests the report should be done in 
about 3 to 4 days.

And then it happens. The appraisal 
comes in and it doesn’t support the 
contract price! The Realtor explodes at 
the loan officer. Obviously the lender 
engaged an appraiser who didn’t un-
derstand the market and who ignored 
the fact that 5 other people made offers 
in excess of the list price. How could 
the value not come in? The Realtor 
warns the loan officer that he’d better 
get this fixed right now or there won’t 
be any future referrals.

The loan officer is angry and embar-
rassed. He tells his borrowers that he 
doesn’t have any control over whom 
his company selects as an AMC and 
nobody can choose the appraiser, so 
sometimes they get stuck with a bad 

one who brings in a low value. Mean-
while, the borrowers are devastated 
and confused. Their Realtor told them 
this was what the house was worth, yet 
it didn’t appraise. Their loan officer is 
blaming his company for making him 
use that AMC, and the best the lender 
can do is suggest the borrowers appeal 
the value decision or try to find some 

material error in the appraisal so they 
can declare it flawed and safely order a 
new appraisal.

Before we get to the end of this story, 
let me play a recent, actual interchange 
with a seasoned mortgage banker that 
addresses the underlying issue here.
Banker: Hi Michael, what percentage 
of appraisals come in low? Refis vs 
Purchases?
AMC: Interesting questions. The smart 
aleck answer is none. But here are 
some additional thoughts:

What’s the basis for determining an 
appraisal coming in ‘low’ on a refi-
nance? Good appraisals come at value; 
sometimes expectations don’t match 
up with that. That doesn’t indicate that 
the value is wrong or low or anything 
else. There is a process to reconsider an 
appraiser’s conclusion. We get requests 
on about 2% of the files we manage. 
Of those, some 28-30% result in a 
changed value.

All of the above is pertinent to pur-
chase appraisals too with one addition: 
the worth versus value issue. I co-au-
thored an article in Mortgage Banking 
Magazine last summer that might help 
to shed light on this topic. I’ll attach it.

… after a short interval,
Banker: Thanks. Refis I get because 
most people think their property is 
worth more than it is. It’s the purchases 
that are perplexing, especially in such 
a competitive market. To me, pur-
chases indicate next month’s value vs 
last month’s value. I’m not sure this is 

Early on in my own career, first 
in real estate and then in lending, 
I learned an important truth; that 
my role was to deliver information.
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taken into consideration.
AMC: Ok, do me a favor then. Go to 
your secondary marketing person and 
tell them you want them to fund a 
loan based on an appraisal with next 
month’s value and then call me back 
and tell me what they said.
Banker: Good one ... thanks for the 
education.

So, something had gotten lost in 
translation for the above exchange to 
have taken place. This was a seasoned 
mortgage banker with many years of 
experience and his questions mirrored 
the issues of our previous story. And 
he’s not alone. There’s a reason that 
transactions can devolve into open 
warfare even with experienced pro-
fessionals who are guided by the best 
of intentions. It’s about ‘knowing’ or, 
perhaps more accurately, not knowing.

GIVING BORROWERS THE 
RIGHT INFORMATION

How does one know those things 
that are critical to prosecuting one’s 
responsibilities?  Here are a few ways 
lenders can be ready to share the right 
information with borrowers: 

>> Choose AMCs who work WITH 
you: Work with an AMC vendor who 
fosters a culture of learning. Choose 
an AMC who believes that working 

with a lender’s sales team, their broker 
or correspondent customer base, and 
their Realtor partners represents a real 
opportunity to advance understanding 
and better serve borrowers.  

>> Use AMCs with great appraiser 
relationships: Work with an AMC who 
builds their vendor partnerships around 
a commitment to finding ways to trans-
late what’s important to know. Choose 
an AMC that spends their time and re-
sources to deliver information to those 
most in need; much as good lenders do 
who hold seminars for those first time 
buyers.

>> Consider an appraisal expert on 
staff:  If you recognize that appraisals 
are a critical component of the lending 
process, you can hire an appraiser as 
part of your staff to help translate ap-
praisal issues. 
EXPLAINING TOUGH 
SITUATIONS TO BORROWERS

Let’s go back for a moment to our 
young family who were trying to buy 
their first home. According to their 
Realtor and loan officer, the appraisal 
came in low. The truth is, appraisals 
don’t come in low, they come in at 
value. Now the question of whether 
a report is good or bad may be a fair 
question, but there are ways to deter-
mine that answer. Multiple offers can 
set off a bidding competition with the 
net result that the issue shifts from a 
property’s value being based on exist-
ing closed sales, to what someone is 
willing to pay for it, i.e., what someone 
feels it’s worth to them. It’s in part why 
auctions can sometimes be so effective 
a sales tool. The bidding doesn’t stop 
when the price reaches market value, it 
stops when someone wins by offering 
the most money because that’s what 
it’s worth to them. Markets can be-

come distorted when there are limited 
sales and demand outstrips supply. The 
problem for the appraiser is finding 
data that supports the new expanding 
price points. The problem for every-
one else in our transaction is that they 
didn’t know any of this. They didn’t 
understand the distinction and thus all 
were left disappointed and betrayed by 
a system that failed them.

Can we better define what we should 
know? I think so. I think lenders need 
to have the right AMC relationships 
and have someone with appraisal ex-
perience on their staff. The risk of not 
being fully prepared to explain to their 
own team and their clients what con-
stitutes good appraisal practice is too 
great with every transaction being so 
precious. The most successful lenders 
make a commitment to invest in those 
people who can foster that understand-
ing. And the smartest lenders ‘invest’ 
in working with AMC vendor-partners 
that focus on being a resource to help 
bridge better understanding among all 
the actors in the play.
MORE UNDERSTANDING 
RESULTS IN MORE BUSINESS

When presented with a clear under-
standing of collateral valuation, bor-
rowers will understand the appraisal’s 
role in their transaction and why it has 
such a great impact on lending deci-
sions. The right information will save 
your relationship with the borrower, 
and positions your company as trusted 
experts they can rely upon. If the lender 
sticks with the old “my hands are tied 
and the appraisal came in too low” ex-
planation, the borrower will have a bad 
impression of you rather than knowing 
you can guide them in the future. Lost in 
Translation needs to stay a movie - and 
not define one’s business model.  

I think lenders 
need to have 
the right AMC 
relationships and 
have someone 
with appraisal 
experience on 
their staff.

About the Author
Michael Simmons is a Principal and founding Director 
of AXIS Appraisal Management Solutions, a national 
AMC. His experience as a real estate agent, veteran 
mortgage banker and mortgage broker gives him 
a unique lens into helping shape AXIS’ critical 
commitment to relationship-based and service-
oriented appraisal services. As Director and Senior Vice 
President of AXIS, he’s responsible for helping shape 
AXIS’ strategic direction.

Tomorrow’s Mortgage Executive37



C

M

Y

CM

MY

CY

CMY

K

Mech300_QuestSoft_PiL_Full-pg-Ad_140131.pdf   1   1/31/2014   10:36:52 AM



Many of the really good people that spent time 
in this industry have left. The industry itself 
has changed significantly in many ways.

By Barbara Perino and Rebecca Walzak

 Finding  
Hidden 
Talent

One of the most complex facets of a mortgage lending op-
eration is the people within. Prudential Home Mortgage 
is one good example of having the right people in the 

right places makes all the difference. During the ten-year pe-
riod of their existence, the people at all levels of the organization 
were there because of their unique talents and skill sets. In most 
cases, it wasn’t just about selecting the person with the most 
experience or based on their track record in other companies, it 
was the combination of personality, intelligence and character 
that made the company great.  

This is not always easy today. Many of the really good people 
that spent time in this industry have left. The industry itself has 
changed significantly in many ways.  Restrictions from both 
a regulatory, secondary and operational perspective demand 
that members of a company have a wide-ranging knowledge set 
but be very focused and functional in their area of expertise. 
Technology, once the special priority of the IT department has 
become an enterprise wide opportunity and responsibility.  
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IT departments and technology 
companies that support the industry 
have special challenges finding people 
suited to, and happy with, positions 
that spend the majority of the time 
working in front of a computer screen 
to find problems, or who are willing to 
focus entirely on developing effective 
user manuals. These are the individu-
als that make sure the programs are 
running correctly; that the reports 
are accurate and that regulations are 

met. They are dogged in their focus 
and pay attention to the tiniest detail. 
These folks often work very quietly 
behind the scenes, not seeking rec-
ognition because they enjoy the work 
they do. They are perfect for testing 
software programs, working in func-
tions that are detail oriented and spend 
their time concentrating on the work 
that needs done, not the office social 
or political agenda. These are the staff 
that are content to remain in positions 
that are extremely detail oriented yet 
are so critical to the overall function-
ing of the company.  But where do you 
find people like this?

Another issue that is constantly 
being managed and overseen by 
regulators and advocacy groups is the 
diversity of a company’s workforce. 
The days of personnel being channeled 
into specific jobs based on race, gender 
and ethnicity is far behind us and in-
dustries are making strides in placing 
people in positions regardless of this. 

Although individuals with disabilities 
are not quite as far along in being rec-
ognized as good employees, there are 
companies that have hired handicapped 
staff and provide them with ramps or 
special workstations. Yet there are 
other out there that have the capacity 
to work hard, handle numerous tasks 
and assist the companies that hire them 
to achieve their goals. So where does 
one find individuals that have a higher 
education, are eager to learn more, and 

like to focus on specific tasks? Well, 
several employers, including Freddie 
Mac, have found such people, hired 
them and are very satisfied with the 
work they do. Who are these individu-
als that have disabilities yet are found 
to be good, even great, employees? 
These individuals are those affected by 
autism.

So what is autism and more impor-
tantly what is the Autism Spectrum? 
About 1% of the population in the 
U.S., or some 3 million people, are 
thought to have an autism-spectrum 
disorder. Furthermore this number is 
growing. Autism is one of the most 
prevailing disorders in children and 
the CDC has now claimed that autism 
actually affects one in 45 boys in gen-
eral according to the Huffington Post. 
Estimates range that from 58% to 68% 
of children have been identified with 
some type of autism spectrum disorder. 
Since this issue has a range of severity, 
those on the higher end, typically are 

those identified as having Asperger’s 
Syndrome (AS). These individuals are 
high functioning and are at the highest 
levels within the spectrum of autism. 
The companies that have placed these 
individuals in positions that meld 
their disabilities with the work to be 
performed, have found that it is not as 
much a disability but rather an asset in 
the workplace. They commonly use the 
disabilities associated with Asperger’s 
Syndrome as a means to excel in their 
chosen profession. These individuals 
most often have very strong visual 
skills such as identifying inconsisten-
cies in data, as well as in music, math 
and art. These skills take advantage of 
the individual’s ability to eliminate the 
box that frequently surrounds most em-
ployees’ ideas or concepts and by doing 
so they are able to identify unique ap-
proaches to problems. As a result, they 
can be better analytical workers than 
the average adult because they find er-
rors that a typical mind would not and 
see things that other similar employees 
might skip over. They find user mate-
rial anomalies that we don’t catch. In 
fact, companies that employed these 
individuals have found their productiv-
ity is better than other “normal” em-
ployees and their mistakes are rare. It 
is not uncommon to find that they have 
a 98% accuracy rate when conducting 
testing or working on detailed projects. 

One of the most beneficial attributes 
of this disorder is their amazing abil-
ity to hyper-focus on an assigned task. 
This hyper-focus attention span plays 
out in their ability to pay great attention 
to detail. As a result, this makes espe-
cially well suited as software testers, 
User Acceptance Testers or debuggers. 
You will often find that these individu-
als spend many non-work hours either 
playing computer games or solving 
other types of puzzles.  

 Another attribute of individuals suf-
fering from Asperger’s Syndrome is 
that they can spend hours in front of a 
computer screen without being bored or 
frustrated. It is during these long periods 
of time that the patterns and/or problems 
that are associated with performance of 
the technology can be identified. Other 
employees may not be equipped to see 
these issues as easily and may miss 

IT departments and technology 
companies that support the 
industry have special challenges 
finding people suited to, and 
happy with, positions that spend 
the majority of the time working 
in front of a computer screen.
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some of the most minuet issues that in 
the end can be the difference between 
success and failure of a product.  

One area in which AS personnel are 
superior is in writing manuals to give 
clients or users very precise instruc-
tions on how to work on different soft-
ware programs. They excel by going 
step by step without skipping details 
that others may miss. They also excel 
when working in the procurement pro-
cess in such areas as preparing detailed 
invoices or managing the supply chain.  

These employees typically have a 
very structured nature. They like con-
tinuity and consistency. They tend to 
be extremely loyal employees and are 
uninterested in office politics or the 
current office gossip that will distract 
others and disrupt the train of thought 
necessary for good product debugging 
or completion of a detailed task.  

Many of these individuals have a 
higher education and are well qualified 
for these jobs. In addition, once hired 
they are very loyal employees and are 
generally not interested in changing 
or jumping to a competing company. 
Once hired it is not uncommon to find 
that they are working remotely. This 
situation allows them to avoid the 
stress of a daily commute or a noisy 
and social work environment.

However, there are some down sides 

to be considered when hiring individu-
als with Asperger’s Syndrome. While 
these individuals are at the highest end 
of the autism spectrum they still have 
many of the difficulties associated with 

the disability. One reason that many of 
these individuals are not hired is that 
they never make it past the interview 
since one of the most persistent diffi-
culties they face is that of social inter-
actions. This along with issues in com-
municating with others tends to result 
in interviews that are not successful.  

The issues that emerge for people 
diagnosed with Asperger’s are related 
specifically to social and communi-
cation skills. While not apparent in 
younger children, these skills become 

significant as people get older and need 
to negotiate complex social situations. 
Individuals with Asperger’s Syndrome 
have a set of characteristics that may 
make social interaction particularly 

difficult. The most significant of these 
is difficulty with social communica-
tion. This includes things such things 
as eye contact, conversation and the 
ability to empathize with another per-
son’s perspective. 

Once hired the challenge is that they 
need to be managed differently. Be-
cause they have difficulty with social 
interaction it may require extra effort to 
initiate work on a specific task as these 
individuals require more than general 
directions on how tasks are to be ac-
complished. It is not uncommon for 
these individuals to react strongly to 
negative reactions and comments made 
by others. They have difficulty just 
ignoring problems or situations that 
reflect, in their perspective, negatively 
on them or that disrupt their work en-
vironment. They are sometimes con-
sidered “obsessive” or “fanatical” but 
in actuality they see this as being very 
interested in one specific topic. All of 
these tendencies may result in making 
it harder to coalesce a team that has 
been charged with a big project.

Despite these difficulties, those 
companies that have added AS affected 
people to their workforce are glad they 
have done so. For companies that have 
positions that seem to have a revolving 
employee base due to what has been 
labeled boring, tedious or just too de-
tailed, this may be the answer you are 
looking for.  

About the Author
Barbara Perino is a Certified Professional Co-Active Coach 
guiding her clients who are executive leaders and their staff. 
Barbara has been trained through The Coach Training Institute 
(CTI) located in San Rafael, CA. She completed a Coaching 
Certification Program through CTI and the International 
Coaching Federation (ICF). Prior to becoming a coach, 
Barbara was a 16-year veteran of the residential mortgage 
industry in a national sales management capacity for property 
valuation and residential mortgage service providers.

About the Author
rjbWalzak Consulting, Inc. was founded and is led by 
Rebecca Walzak, a leader in operational risk management 
programs in all areas of the consumer lending industry. In 
addition to consulting experience in mortgage banking, 
student lending and other types of consumer lending, she 
has hands on practical experience in these organizations as 
well as having held numerous positions from top to bottom 
of the consumer lending industry over the past 25 years.

The days of personnel being 
channeled into specific jobs 
based on race, gender and ethnicity 
is far behind us and industries are 
making strides in placing people in 
positions regardless of this.  
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Executive Roundtable

THE FUTURE OF INNOVATION
THE 2014 PROGRESS IN LENDING 

INNOVATIONS AWARD WINNERS DISCUSS 
THE STATE OF INDUSTRY INNOVATION.

Over 100 mortgage executives came together to attend PROGRESS in 
Lending Association’s Fourth Annual Innovations Awards Event. We 

named the top six innovations of the past twelve months. After that event, 
we wondered what would happen if we brought together executives from 
each winning company to talk about mortgage technology innovation. 
Where do they see the state of innovation? And what innovation is it go-
ing to take to get our industry really going again? To get these and other 
questions answered, we got the winning group together. In the end, here’s 
what they said:
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Q: Some say innovation has to be 
sweeping change. Others say innova-
tion can be incremental change. How 
would you define innovation?

ADAM CAMPBELL: I think innovation 
can be either incremental or sweeping 
change, but I think it must result in a 
benefit that’s shared across an entire 
industry. Proprietary technology that 
doesn’t integrate with other software 
or that isn’t shared across the industry 
with open APIs and modern method-
ologies isn’t truly innovative in my 
opinion. Innovation has to contribute 
to our industry’s overall foundation of 
progress.

JAY COOMES: I would define inno-
vation in the context of the value or 
significance of the impact its makes 
to those beneficiaries of the innova-
tion, rather than the magnitude of the 
change.

KATHLEEN MANTYCH: While sweeping 
change may be the ultimate result of 
innovation, it is incremental change 
that helps maintain or improve a com-
petitive position over time. The need 
for continual improvement on prod-
ucts with new features, adding new 
products and services as necessary 
and process improvement on service 
levels is critical, particularly in this 
chaotic climate. Creating and deploy-
ing incremental, breakthrough strate-
gies via a well-executed plan for new 
customer growth and customer reten-
tion will create winning strategies, 
capture new growth opportunities and 
build lasting capability.

PAUL IMURA: My definition of innova-
tion is not accepting the current status 
quo, finding a way to improve your 
process and opting to advance by tak-
ing risks. Innovation can be leveraged 
for success and is a critical component 
for the industry to thrive, survive and 
ultimately succeed. Innovation will 
be key to transforming the mortgage 
industry.

BRENT CHANDLER: If efficiency is im-
proved, if a need is being met that was 

not met before, if a challenge has been 
overcome that seemed insurmountable 
at first—these are all signs of innova-
tion. What you would call sweeping 
change is simply the resolution of an 
issue large enough to effect a lot of 
people. For example, a new challenge 
in the mortgage industry is meeting 
QM guidelines. Higher QC is being 
demanded, and more time has to be 
spent on each loan file. Lenders that 
don’t adopt a better way to process 
loans risk significant lost opportuni-
ties. Sometimes change is forced upon 
us, but everyone has a choice in how 
they respond. Do you innovate to suc-
ceed, or stick to what is familiar and 
hope it all works out?

SANDY NIETLING: Innovation starts 
with a step back from the traditional 
development or operational path. 
The traditional path is usually one of 
refinement: taking existing assump-
tions about a problem and user needs 
and building onto product concepts 
that are already in place. This type of 
refinement can make it possible for 
lenders to hold onto their spot, but it 
doesn’t move them forward, and it 
doesn’t position them to adapt easily 

to sudden or significant change. Inno-
vation depends on a reassessment of 

the problems faced by mortgage lend-
ers. Innovation creates a new perspec-
tive, and with it, new value and new 
opportunities for growth.

Q: How would you define the state of 
innovation in the mortgage industry? 
Is it thriving or in a state of decay?

ADAM CAMPBELL: I see examples of 
both thriving innovation, and decay-
ing old methods still being used. There 
are many companies who seek to build 
upon the overall industry’s technology 
and those are the companies that will 
win out in the end. Old school tech-
nology companies that try to horde 
ideas or don’t play well with others 
will eventually be squeezed out.

JAY COOMES: I think it had been some-
what stagnant, but with the rebound-
ing of the market and the continued 
regulatory pressure, this incentivizes 
innovation as an outcome of meeting 
the needs and demands of the current 
environment. As such, we are begin-
ning to see a resurgence of innovation 
in the industry.

PAUL IMURA: Our industry is in a state 
of resetting against the new rules of 

We need sweeping adoption of tools 
that provide access to direct source 
data. Technology opens gateways to 
new sources of information.
Brent Chandler
FormFree

In today’s market, there is an 
abundance of opportunities for process 
improvement that will drive a better 
consumer experience.
Paul Imura
ISGN
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the mortgage market, which includes 
cost constraints and regulatory require-
ments against a smaller origination 
market. Mortgage technology in-
novation is thriving because of the 
market opportunity for improvement 
and growth. In today’s market, there 
is an abundance of opportunities for 
process improvement that will drive a 
better consumer experience. For now, 
a significant focus on the compliance 
product development is a result of the 
newly mandated CFPB regulations.

KATHLEEN MANTYCH: In light of all the 
regulatory changes, there have been 
some outstanding and pioneering 
breakthrough technological 
advances to weather the storm and 
indeed, pave the way for continued 
automation and deliver true mortgage 
transformation yet to come. That 
said, the key word is transformation 
and an evolving need that drives the 

mortgage industry forward despite 
the current volatile market. This 
means the industry as a whole needs 
to start thinking outside the box for 
future technology innovation and 
advancements, which will propel 
long-term results. Emphasis on the 
fact that the reactionary must change 
to be proactive when it comes to the 

process of technology innovation 
advancement. 

SANDY NIETLING: The term “innova-
tion” is getting more airplay these 
days from technology providers, 
which is a direct reflection of momen-
tum building in the industry itself to 
consider new thinking to address the 
mounting challenges lenders face. 
While it sometimes takes time for 
game-changing solutions to be readily 
recognized as such, real innovation is 
well underway.

BRENT CHANDLER: I definitely don’t 
think innovation in our industry is in 
a state of decay. The economic crisis 
was a wake-up call, and I doubt anyone 
out there thinks the way loans were 
handled before the crisis was ideal. 
This has led to an exhaustive review of 
the entire financial system, which has 
opened the door for innovation. 

The mortgage industry is in a state 
of rebuilding, and there are a lot of 
smart entrepreneurs working on so-
lutions to big problems. But change 
takes time. The larger and more regu-
lated an industry is—and the more 
complex the regulatory frameworks 
are—the harder it is for innovations 
to receive acceptance. Innovation is 
happening, albeit slowly. Adopting 
new innovations requires thoughtful 
integration into existing workflows 
that must meet stringent guidelines, 
and sometimes that takes a mandate or 
government approval.

I remain encouraged. I believe we 
are breaking into in a new era for the 
mortgage industry. We are beginning 
to see the adoption of new innova-
tions take place, which will form the 
foundation of a safer, more efficient 
industry for many years to come.  

Q: Lastly, if there was one innovation 
that you would say the mortgage in-
dustry desperately needs to happen 
over the next twelve months, what 
would it be?

PAUL IMURA: One of the biggest gaps 
in our industry is the availability of a 
single data repository for origination 

and servicing. This innovation would 
increase overall efficiency by mend-
ing investor confidence, delivering 
life of loan transparency, reporting 
industry loan data trends and opti-
mizing efficiencies. Developing a 
single repository will create a sense of 
transparency and support the industry 

as a whole, as well as control costs, 
increase productivity and increase ac-
curacy.

JAY COOMES: Re-evaluating the life-
of-loan methods of communication 
that we have with the borrower is 
critical. We are behind the times with 
respect to managing that conversation 
using mechanisms that are borrower 
centric and not lender centric.

ADAM CAMPBELL: There are so many 
excellent solutions out there, offered 
by a wide variety of companies. But to 
really make a difference in an opera-
tion, those technologies have to work 
together. I think the most critical inno-
vations over the next 12 months must 
include a focus on open standards 
development so lenders can layer the 
options that are best for them on top 
of the systems they’re already using. 
After all, it doesn’t matter how great 

Our industry is in a state of resetting 
against the new rules of the 
mortgage market, which includes 
cost constraints and regulatory 
requirements.
Jay Coomes
Fiserv

Now is the time for the industry at 
large to reassess their systems and 
products to find new ways to improve 
the loan life cycle from an automation 
standpoint.
Kathleen Mantych
MRG Document Technologies
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a new tool is if it can’t be integrated 
with the workflow systems in your 
office. That’s where the real impacts 
of innovation can be put to a real 
world test.

KATHLEEN MANTYCH: Now is the time 
for the industry at large to reassess 
their systems and products to find 
new ways to improve the loan life 
cycle from an automation standpoint 
and the overall customer experience 

by creating products for the new 
mortgage market environment. Very 
few integrate technological change 
in their strategic or tactical planning. 
That said, from a tactical standpoint, 
the industry needs to focus on how 
it can streamline all pertinent and 
relevant loan data to a data centric 
environment where true data lives 
throughout the loan life cycle from 
point of sale to post close and remain 
intact all the way through. This will 

effectively deliver not just the neces-
sary elements for accurate, efficient 
and simplified automation, but will 
enhance the customer/consumer ex-
perience by eliminating any associ-
ated risk of inaccuracy during and 
after the loan cycle.

SANDY NIETLING: The next big in-
novations will come in response to 
the regulatory forces that are being 
applied to lenders. In order to ad-
dress ongoing regulatory challenges 
from a position of strength, lenders 
can no longer rely on technology that 
focuses on a narrow understanding 
of their needs. Lenders will demand 
solutions-based technology and part-
ner relationships that manage trans-
action risk. Innovations that address 
those needs will propel the mortgage 
industry forward.

BRENT CHANDLER: We need sweeping 
adoption of tools that provide access 
to direct source data. Technology 
opens gateways to new sources of 
information in ways that enhance the 
consumer experience, improve the 
quality of data, streamline workflows, 
and of course save time and money. 
Technology and automation contain 
the keys to transform our industry, for 
individuals and businesses alike.   

In order to address ongoing regulatory 
challenges from a position of 
strength, lenders can no longer rely on 
technology that focuses on a narrow 
understanding of their needs.
Sandy Nietling
CSi

The most critical innovations over the 
next 12 months must include a focus 
on open standards development so 
lenders can layer the options that are 
best for them.
Adam Campbell
a la mode inc.

Congratulations To This Year’s Winners:
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As Home Equity 
Lending Returns, 
LENDERS 
MUST 
PREPARE
By Anne Politis

The lessons that we have learned through the last 
refinance wave should drive the strategy to manage 
the growing demand for home equity loans.

Home equity lending has re-
turned, and while we would 
not call it a boom, the 

industry is starting to heat up. The 
vanishing refinance market is caus-
ing many lenders to turn to home 
equity lending. Some are reporting 
volume increases greater than 100 
percent from Q4 2012 to Q4 2013. 
Industry insiders report that the sec-
ondary market demand for second 
liens far exceeds the supply, with 
higher demand driving stronger 
pricing.
INCREASING DEMAND FOR 
HOME EQUITY LOANS

Before the financial crisis, home 
equity lending was a robust market, 
both on a standalone basis and as a 
counter-cyclical product to the refi-
nance market. Home equity lending 
took a back seat during the financial 
crisis as home values declined, eq-
uity weakened and credit standards 
became more restrictive. As a re-
sult, equity loans were almost non-
existent until recently. Today, the 
environment is much different with 
several factors driving increased 
demand:

• More homes in a positive 
equity position;

• Rising interest rates driving 
down refinance demand; and

• A wave of existing, maturing 
home equity lines over the 
next three years.

Estimates are that more than 4 
million homes returned to positive 
equity in 2013. The appreciating 
market has created more than $5 
trillion in untapped equity and that 
number is growing. Increased equi-
ty has improved the risk profile for 
home equity loans and in response; 
credit standards have seen some 
easing. With both increasing equity 
and easing credit standards, more 
borrowers are eligible to borrow on 
a home equity loan or line of credit. 

Tomorrow’s Mortgage Executive Tomorrow’s Mortgage Executive53 54



Interest rates also play a critical role 
and must be favorable for home equity 
lending. As rates increase, borrowers 
are prompted to leave the existing first 
mortgage in place to maintain the al-
ready low rate, making a home equity 
loan or line of credit a better loan prod-
uct to provide access to equity than a 
first mortgage.

As a result of the interest rate in-
crease that began in mid-2013, home 
equity lending has become a more 
attractive option compared to refinanc-
ing. More than 6 million homeowners 
refinanced in 2012. As rates creep up 
to the 5 percent range toward the lat-
ter half of 2014, forecasts predict that 
the refinance market will drop by 70 
percent from the 2012 high, removing 
more than 4 million borrowers from the 
refinance market. The most cost effec-

tive option for tapping equity will be 
home equity lines of credit for the next 
several years.

The final factor driving demand 
is the wave of home equity lines of 
credit is the number of existing home 
equity lines of credit that will reach 
the repayment stage over the next few 
years, upwards of $176 billion. Home 
equity lines of credit written from 2004 
through 2007 are reaching the end of 
their interest-only period and borrow-
ers will soon begin repaying principal. 
Borrowers accustomed to low rate, 
interest-only payments are headed for 
big payment shock as these loans reach 
maturity. In fact, this “after-shock” 
of the financial crisis is a big concern 
for banks and the regulators providing 
lenders with guidance to develop plans 
for managing these loans. Modifying 
the terms is one option, but refinancing 
into another equity loan is also an op-
tion. As borrowers search for the most 
favorable option, additional opportuni-
ties for equity lending will naturally be 
created. 
DIFFERENTIATING IN A 
GROWING MARKET

As demand grows, the competition 
will increase. Lenders will need to dif-
ferentiate by streamlining processes 
while remaining compliant as well as 
improving customer service. Technol-
ogy and services investments will be 
required to save time and lower costs.

Perhaps the most significant chal-
lenge in a growing market is managing 
capacity. As the latest refinance wave 
has shown, staffing up in a cyclical busi-
ness can be very painful in a downturn. 
Building capacity through business 
process outsourcing (BPO) should be a 
key focus, not just to increase capacity 

but to create a competitive advantage. 
BPO can include a single process or the 
entire process from origination through 
funding. 

The need to build capacity will be 
coupled with pressure on margins. As 
the market improves, competition will 
increase. The temptation to reduce 
rates to edge out the competition will 
squeeze margins and the increasing cost 
to implement regulatory requirements 
will drive margins further down. It has 
become a mandate for lenders to look 
at ways to optimize cost. Many turn to 
BPO to help drive that improvement. 

However, if you think BPO is simply 
about cost and capacity, think again. 
The BPO industry is more than 20 
years old and the days of using out-
sourcing as a pure labor arbitrage are 
over. When BPO was first beginning, 
processes were shifted from the U.S. 
to low cost locations around the world. 
Most of the time, these processes were 
moved without change, so the result 
was the same process, good or bad, for 
less money. As the industry began to at-
tain critical mass and the landscape be-
came more competitive, BPO evolved 
and BPO providers began to differenti-
ate through process improvements that 
drove incremental improvements in 
process and cost.

Today, these BPO providers still 
exist, but a new breed of “specialty” 
providers has emerged. The ability to 
execute a process is table stakes in the 
BPO industry. Successful BPO provid-
ers are defined by the value they de-
liver to their clients. These “specialty” 
providers have invested heavily in 
domain expertise and they differentiate 
through the transformation they deliver 
to create a competitive advantage for 

Industry insiders report that the 
secondary market demand for 
second liens far exceeds the 
supply, with higher demand 
driving stronger pricing.

The final factor 
driving demand 
is the wave of 
home equity 
lines of credit 
is the number 
of existing 
home equity 
lines of credit 
that will reach 
the repayment 
stage over the 
next few years, 
upwards of $176 
billion. 
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the client.
As the regulatory environment has 

reinforced, the mortgage industry is not 
for amateurs. The ability to transform a 
business model requires expertise and 
building expertise requires investment. 
In the case of mortgage, many times 
simply executing the process requires 
licensing. Specialty providers typi-
cally have both domestic and global 
presence because of the regulatory 
environment and the level of expertise 
required to manage the business. The 
domestic presence brings highly ex-
perienced U.S. based talent while the 
global presence provides a cost and 
time advantage. 

Outsourcing with a specialty pro-
vider has become the “go to” strategy 
for both originators and servicers to 
cope with today’s market. Solutions 
are highly collaborative and focused 

on strategic business outcomes such as:
• Increasing customer retention;
• Improving cycle times;
• Expanding operational capac-

ity;
• Optimizing working capital;
• Creating new business capabili-

ties;
• Improving quality and compli-

ance;
• Enhanced change management 

capabilities; and
• Transforming cost models.
Specialty providers use data and 

analytics across processes, includ-
ing disparate processes, to develop 
recommendations and drive improve-
ment. For example, in the effort to 
reduce lock to fund cycle times, the 
data gathered downstream can be used 
to make improvements at the time of 
origination to avoid cost and time 

consuming delays. Specialty providers 
use technology, often in the form of 
business process management (BPM) 
technology, to drive the process and to 
capture the data necessary to identify 
improvement areas. 

The mortgage industry is not only 
dynamic, but complex with extensive 
oversight. While many lenders will 
(and already have) exited, others are 
adapting to the change and thriving. 
Home equity products are in demand 
and a great counter-cyclical product to 
the refinance market. The lessons that 
we have learned through the last refi-
nance wave should drive the strategy 
to manage the growing demand for 
home equity loans. Outsourcing is a 
very effective strategy to manage not 
only the capacity needs and cost pres-
sure, but to transform a business model 
to be more competitive.  

About the Author
Anne Politis is Executive Vice President of Mortgage Fulfillment at ISGN. She joined ISGN in 2009 
through its acquisition of Fiserv’s Fulfillment Service division, where she spent 11 years. Politis was the 
executive responsible for operations, including valuation services, title, closing, outsourced mortgage 
processing and home retention. With the completion of the Fiserv integration into ISGN, Politis is 
focused on providing consultative support to sales, solutions architecture and product development. 
With more than 28 years in the mortgage industry, she has experience across origination, servicing 
and secondary markets. 
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