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Now, Let’s Talk Mortgages

We got an improving report on the state of credit in America last month. According to Equifax’s National 
Consumer Credit Trends Report, new credit generated during January-February 2013 posted at $141 
billion, the highest balance for that time period in five-years, and an increase of more than 33% over 

recession lows of $94 billion originated during January-February 2010.
Year-over-year, new credit balance changes year-to-date in February 2012 versus February 2013:
• Student loans: increased nearly 27% (from $9.2 billion to $11.7 billion)
• Home Equity lines of credit: increased nearly 16% (from $10.7 billion to $12.4 billion)
• Auto loans: increased more than 13% (from $61.5 billion to $69.6 billion)
“The rise in auto loans is reflecting the strong demand for new cars and light trucks, which increased almost 9% 

over the same time a year ago,” said Equifax Chief Economist Amy Crews Cutts. “On a year-to-date basis through 
February, auto loan origination activity this year is the strongest it has been for banks since Equifax began track-
ing this information in 2006, totaling $35.6 billion, and the second strongest showing for non-bank auto financing 
companies at $34 billion. Consumers are tired of their old, patched-up cars and demand is really starting to pick up. 
At the same time, there is a slight increase in the willingness of lenders to finance car purchases for consumers with 
less than perfect credit.”

“On a more cautionary note, student borrowing continues to increase rapidly, and well beyond just tuition in-
creases as more and more people are attending colleges and professional training. In the past, some students might 
have relied on their parents who would have funded tuition payments using home equity lines of credit, but the small 
volume of home equity lending that is occurring today, at a little over $12 billion, is not sufficient to cover those 
costs.”

Other highlights from the most recent data include:
Student Loans:
• The total new credit balances for February, year-over-year 2012-2013, nearly 29% (from $4 billion to $5.1 

billion).
Auto:
• The total number of new loans increased nearly 9%, year-over-year, year-to-date in February 2012-2013, 

from 3.2 million to 3.5 million, the highest in more than seven years.
• By source, bank funded auto loans increased more than 12% year-over-year in February 2012-2013, from 

$15.4 billion to $17.4 billion, while auto finance company funded loans increased less than 3% in that same 
time, from $17.4 billion to $17.9 billion.

Home Equity Revolving:
• The total number of new loans year-to-date in February 2013, are 130,200, a year-over-year increase of more 

than 11%
• Year-over-year, the total balance of new credit increased more than 11% February 2012-2013, from $5.6 

billion to $6.3 billion.
What’s my take? Students are being forced to take on new debt and people are finally trying to get a few dollars 

together to buy a new car because the one they have is so old that it can barely get them around anymore. My point 
is, I’m not encouraged when people are borrowing out of necessity. I’ll be encouraged when we see more first-time 
homeowners getting into a home that they can afford. And how does that happen? It happens when more people are 
able to get back to work in a good job that pays enough to enable them to feed their family, and we are seeing that 
happen more and more, but it isn’t happening fast enough. ❖

Editor’s NoTeS
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Recovery Tips

Ever since home ownership fi rst became 
a reality for many Americans, buyers 
have been tasked with assessing their 

purchasing power for what will likely be the 
most signifi cant acquisition of their lives. And 
before jumping headfi rst into the sometimes 
tumultuous real estate market, the fi rst question 
a homebuyer should be asking is, “How much 
house can I afford?”   

As a real estate agent endeavoring to help 
land that buyer the home of his dreams, you 
realize that “How much house can I afford?” 
translates into “What are my lending options?” 
Just as you are responsible for helping your cli-
ent fi nd the perfect property to fi t his lifestyle, 
you are also tasked with understanding his pur-
chasing power.  It may seem intuitive that you 
need to understand your client’s buying power 
before heading out on that fi rst round of show-
ings. You don’t want to waste your time or your 
client’s time looking at homes that are out of 
their price range. 

But some homebuyers, particularly those 
buying a home for the fi rst time, might not be as 
versed as you in understanding how to calculate 

that purchase price. Online mortgage loan cal-
culators are abundant and can provide a rough 
estimate of what a buyer can spend on a home, 
but you can help your client understand all of 
the variables taken into account at every step in 
the process.   Here are just a few of the consid-
erations your client will need to take into ac-
count when planning for fi nancing a new home:  

• Different types of loans demand differ-
ent qualifi cations. Your knowledge of 
conforming, jumbo, FHA, and VA loans 
can help your client understand which 
types of loans he might qualify for.  

• Down payments typically range from 
5% to 20% or more. Federal Housing 
Administration (FHA) loans generally 
only require 3.5% down. If your client 
qualifi es for a VA or USDA rural loan, 
he may not have to provide a down pay-
ment.  

• Front-end debt-to-income ratio is a 
comparison of total monthly housing 
costs (mortgage payment, home insur-
ance, and property taxes) against gross 
monthly income. While opinions vary 
on an exact number, most lenders lean 
toward 28-30%.  

• Back-end debt-to-income ratio is similar, 
but adds in other fi xed monthly costs to 
the equation. In addition to housing ex-
penses, this includes car payments, fi xed 
loans, and credit card debt. This number 
should be around 35-36%, although FHA 
loans may allow for up to 45%.  

• It is also worthwhile to counsel your cli-
ent to consider about other monthly ex-
penses that can vary widely, like utilities, 
home maintenance, gas and groceries, 

Let’s Talk Straight
As mortgage professionals we need to better educate 
borrowers. That starts by fi rst asking them: How much house 
can you a� ord?

By Chip Poli

You don’t want to waste 
your time or your client’s 
time looking at homes that 
are out of their price range.
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travel, and savings for college or retirement. 
While these numbers are not taken into ac-
count when calculating a debt-to-income 
ratio, taken together they can have an impact 
on how much a buyer feels comfortable 
spending on a mortgage payment.  

• A borrower’s credit standing is very im-
portant. Generally, a good credit rating will 
qualify your client for a lower interest rate. If 
your client has poor credit, it might be worth 
waiting a few months and trying to improve 
his credit standing before pursuing a loan. 
Some loans, like FHA loans, have credit 
standards that are designed to extend home 
ownership to buyers with less-than-stellar 
credit.

Finally, you’ll need to take into account your cli-
ent’s lifestyle. Most people don’t necessarily want 
to buy the most expensive home they can afford and 

risk ending up “house poor.” Buyers should think 
about how much they can borrow versus how much 
they want to borrow in order to live comfortably 
and afford any “extras” that a very expensive home 
might preclude. 

What can your client reasonably afford to pay 
back, taking into account unforeseen expenses, 
hobbies and pastimes, and other costs inherent to 
his particular lifestyle? What circumstances might 
foreseeably change during the lifetime of the loan? 
Is a 15- or 30-year loan term more agreeable to your 
client’s sensibility and lifestyle?

Partnership with an experienced mortgage broker 
can help all of your clients formulate the personal fi -
nancial snapshot necessary to understand how much 
they can afford before even beginning a house hunt. 

Up front, a licensed mortgage 
originator can assist in the pre-
approval process, resulting 
in fewer surprises when the 
client wants to lock in fi nanc-
ing. And when it comes time 
to apply for a mortgage loan, 
a licensed mortgage originator 
can pinpoint the most favor-
able loan terms and the most 
competitive rates available 
based on your clients’ means 
and needs.   

The abundance of foreclo-
sures and loan defaults seen in 
the real estate market in recent 
years has left some potential 
buyers skittish about mak-
ing an investment that could 
potentially sour. By arming 
yourself with the knowledge 

and partnerships necessary to 
help your client fi nd the best possible home fi nanc-
ing scenario for his situation, you will be able to 
help streamline his path to home ownership. ❖

By arming yourself with the knowledge and partnerships 
necessary …, you will be able to help streamline

his path to home ownership.
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Your Voice

I am often asked, “What predictions would 
you make about the Mortgage Market for 
2013?” or “What trends are you seeing?” 

I have observed that the brightest minds have 
signifi cant diffi culty predicting the mortgage 
market or interest rates. I compare the mort-
gage market, or yet, predicting the mortgage 
market to forecasting the weather.  It is very 
diffi cult at best.

Contrary to many, I do believe banks will 
continue to maintain their tight credit standards 
to meet current and upcoming regulatory re-
quirements while ensuring they stay out of the 
media. In the midst of the volatility in regula-
tions, we have found numerous ways to help 
our clients gain market share and reduce costs 
to ensure they have an agile foundation. With 
that said, I am still troubled by one question: 
How can we all ensure the success and health 
of the future mortgage market? I believe we 
can never prevent another bubble in real estate 
or any other market, but there are steps we can 
take to ensure our collective success.

I want to introduce you to two individuals 
on two very different paths. First, I want to in-
troduce you to Tim. Tim is a relative and I’ve 
changed his name to protect his privacy. Tim 
has just graduated from college and is now 
working as an ophthalmologist. Upon gradua-
tion, he has $200,000 in student loan debt and 
his monthly student loan payments are $2,000. 
While he makes a nice income, he is able to 
only save $500 per month. He will continue 
to save until he can build a comfortable down 
payment for a home. Unfortunately with his 
debts, he may actually never be able to own a 
home. Even if he can build a down payment, his 
debt to income ratio will be too high to obtain 
a loan. Even if he gets close to qualifying, he is 
still a bit shocked at his current debt overload. 
He may consider life as a renter comfortable 
enough. There are too many young adults in 
America just like Tim. 

I want to also introduce you to my daugh-
ter. I have left her fi rst name out to protect her 
privacy. With that said, my daughter is a whip-
smart 6th grader with college savings accounts. 
She takes 100 percent of her earnings from her 
multiple jobs and deposits them into one of her 
accounts. She rarely takes out even $30 from 
her birthday money from Grandpa. The balance 
is all deposited into her college fund. She has 
a plan A, B and C for college. We have been 
trying to instill in her the importance of saving 
for college. More importantly, we have tried to 
encourage her to attend a lower cost option for 
undergrad so she can enter the working world 
with little or no debt. My daughter is beginning 
to understand the importance of college while 
still enjoying everything about being a kid. I 
strongly believe my job is to ensure she can be 
a responsible homeowner someday. I want her 
to be able to own a home and enjoy a successful 
career. I feel my job as a parent is to create a 
future homebuyer who has the down payment, 
income and debt levels to qualify.  

According to market research fi rm “LAB 

Mortgages in 2013 and Beyond: 
An Alternative View
I compare the mortgage market, or yet, predicting the mortgage 
market to forecasting the weather.  It is very di�  cult at best.

By Teresa Blake

With that said, I am still 
troubled by one question: 
How can we all ensure the 
success and health of the 
future mortgage market?
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42” in a recent study 60 percent of Millennials (age 
18 – 34) currently have debt. Of those, 50 percent 
of Millennials have credit card debt, 49 percent 
are paying student loans, 34 percent are paying car 
loans, 33 percent are paying their mortgage and 10 
percent are paying off a loan to family members. 
Those numbers are just as staggering as Tim’s debt 
load.  

How do I translate my own and my daughter’s 
personal passions into education and plant the 
seeds in the next generation of homebuyer? How 
do I create tools that help lenders better connect and 
educate with a generation already saddled with sig-
nifi cant debt? As I give that some additional think 
time, please help me continue to fi nd ways to assist 
the mortgage borrower of the next generation. ❖

Teresa Blake is practice director, lending solutions, at Wipro Gallagher Solutions, which provides end-to-
end lending solutions to fi nancial institutions. For more information, visit the company’s website at www.
gogallagher.com.
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50% credit card debt
49% student loans
34% car loans
33% mortgage loan 
10% loan to family member

According to market research fi rm “LAB 42” in a recent 
study 60 percent of Millennials (age 18 – 34)

currently have debt.
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Market Pulse

The evolution of Online  
lending solutions

Data-Vision has been delivering 
online lending solutions since 
the beginning of Internet usage.  

The last 20 years has seen a significant 
amount of technological changes and 
advancements.  A few of these advance-
ments include:  the first version of Mo-
saic Browser release, Netscape release 
of their Mozilla browser, Microsoft re-
leases Windows 95 including the Inter-
net Explorer web browser, to the latest in 
.net technologies, mobile offerings and 
the explosion of apps.  Technology has 
evolved a great deal in the last 20 years.

In addition to the technology ad-
vancements, the mortgage industry 
has gone through a significant number 
of changes over those 20 years.  From 
automating the loan origination process, 
to automated underwriting with DU/LP, 
to online lending, mobile advancements, 
social media and a host of compliance 
tools.

Today’s regulatory environment, 
which presents new rules and regula-
tions all the time creates even more 
challenges for lenders trying to keep up 
with these never ending changes.  Tech-
nology, and the host of advancements 
that have been delivered over the last 20 
years can be a great enabler to address-
ing this constantly changing mortgage 
market.  

The key is having trust in a technology 
provider that has a proven track record 
for applying the most advanced tech-
nology to specifically address the chal-
lenges and opportunities in the mortgage 
industry on an ongoing basis.  ❖ Click 

for 
more
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Process Improvement

We’ve got a bunch on new rules cour-
tesy of the CFPB that are going into 
effect in January. That means the 

LOS companies have to up its game to keep lend-
ers compliant and to keep them from switching to 
a competing system. How do you do that?

First off you innovate and offer something that 
other LOS systems can’t. That’s why I found the 
Mortgage Builder acquisition of LoanXEngine so 
unique, because it is now an LOS with an embed-

ded PPE and CRM tool. And as the battle for the 
borrower heats up in a purchase market, having 
a good CRM tool will be important and I don’t 
know of another LOS that has a fully embedded 
CRM. 

Now I’ve learned that Mortgage Builder is 
advancing this acquisition further. Specifically, 
Mortgage Builder has made significant upgrades 
to LoanXEngine. LoanXEngine 7.0, the new and 
improved version, represents the culmination of 
the platform’s six years of experience in the mort-
gage space.

LoanXEngine, launched in 2007, was acquired 
by Mortgage Builder in October of 2012 as the 
front end component to round out the company’s 
full mortgage lifecycle array of offerings, joining 
Mortgage Builder’s Architect loan origination 
system and its Colonnade loan servicing system. 
With LoanXEngine providing lead management, 
CRM and PPE functions, Mortgage Builder is one 
of the only technology firms providing “front-end 
to end-to-end” solutions for lenders of all sizes. 
LoanXEngine is also available as a standalone 
cloud-based platform, easily used with other LOS 
systems.

LoanXEngine 7.0’s enhancements include: 
updated FHA mortgage insurance premium 
changes; closing cost filtering support features 
to allow lenders to customize fee charges ac-
cording to the requirements of individual states, 
lenders, loan amount ranges, conventional and 
government loan products and other consider-
ations; redesigned and improved non-qualifying 
product reporting, including detailed failure to 
qualify reasons and website links for further in-
vestigation; enhanced mobile device viewing, for 
tablet and mobile phone viewing ease; improved 
wholesale channel home page and workflow for 
greater functionality for third party originators; 
and integration with LendingTree’s LoanExplor-
er, the all-new version of the company’s popular 
consumer-facing mortgage comparison and lead 
source engine. LoanXEngine is among the very 
few PPEs selected to work with them on this 
product.

“We’re very excited about LoanXEngine 7.0,” 
says Kelli Himebaugh, corporate vice president 
of Mortgage Builder Software. “It represents a 
whole new class of PPEs for the mortgage indus-
try, with its highly innovative lead management, 
CRM and improved functionality in products 
and pricing. With LoanXEngine, lenders of all 
sizes have access to the best front end technol-
ogy available today,” she says. “It is part of the 
complete mortgage lifecycle suite of products 
that let lenders handle every step, from prospect 
quotes through origination, secondary marketing 
and servicing, all on a common platform that is 
easy to use,” she explains.

What else does an LOS company have to do to 
keep up? The LOS has to deliver true efficiency 
to the lender. How do you do that? For example, 
Mortgage Cadence LLC has partnered to provide 
services for Primary Residential Mortgage, Inc. 
(PRMI), one of the nation’s top independent 
mortgage lenders. PRMI, which is headquartered 
in Salt Lake City, Utah, will soon employ Mort-
gage Cadence’s Orchestrator ELS, one of two 

It’s Crunch Time
In a changing market like the one we’re in now, the LOS has to 
be on its toes. Here’s how they do just that:

By Tony Garritano

First off you innovate and 
offer something that other 
loan origination systems 
simply can’t.
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Enterprise Lending Systems offered by Mortgage 
Cadence, throughout its nationwide branch network.

“We require efficient technology to provide our 
customers with a borrowing experience where the 
primary focus is on them,” said A.J. Swope, PRMI’s 
Vice President of Secondary Marketing. “Stream-
lining systems and integrating with our already-
existing platforms was a must when considering 
new technology.”

Mortgage Cadence’s Orchestrator platform works 
seamlessly with each of the company’s software so-
lutions including Prelude, the newly redesigned and 
recently released consumer self-service mortgage 
portal, Finale Document Services, the integrated, 
document solution, and Opus, the document man-
agement solution that wraps workflow and imaging 
into one platform. The Mortgage Cadence ELS 
typically replaces as many as four systems with one 
platform. This helped meet PRMI’s six criteria for 
a new technology: performance, scalability, compli-
ance, quality, efficiency, and borrower experience.

“We provide one solution that accomplishes what 
typically takes many. This ensures fewer lending 
defects, greater compliance and far greater efficien-
cy,” said Michael Detwiler, CEO of Mortgage Ca-
dence. “We look forward to working with Primary 
Residential and helping them achieve their business 
objectives and lending goals.”

In the end, the lender is looking for a solid return 
on investment. In this case, California-based The 
Ventura County Credit Union has been able to ef-
fectively manage rapid growth, maximize produc-
tivity across operations, cut originations costs and 
ensure excellence in member service with its new 
LOS. Using LendingQB’s LOS, VCCU doubled its 
mortgage lending volume in just a 12 month period, 
and this was achieved with the addition of only one 
new staff member.

Because LendingQB’s end-to-end LOS utilizes a 
single database that is native to its platform, data can 
be effectively controlled thus reducing errors and 
eliminating manual touch points using a seamlessly 
connected workflow. Beginning at the point-of-sale 
(POS) through closing and funding, LendingQB’s 
browser-based design consolidates all of VCCU’s 
lending tasks onto a single platform that creates a 
true end-to-end experience.

“We’re seeing a big uptick in mortgage applica-
tions from our members and we needed one plat-
form that could cost effectively manage our growth, 
keep us in compliance and ensure that our level of 
high touch interaction with members was not com-

promised in any way,” said Greg Uttal, director of 
lending at VCCU. “LendingQB proved to empower 
us to do more with less, reduce our cost per loan, 
optimize our lending practices and maximize em-
ployee performance. Unlike nearly all of the LOS 
platforms we evaluated, LendingQB was one of the 

few vendors that could completely run our mort-
gage unit using only a Web browser. There is no 
install whatsoever, which has really made it easy to 
use and virtually effortless to maintain.”

Key efficiencies gained include:
>> Browser-based LOS platform sig-

nificantly reduced VCCU’s tech-
nology maintenance costs

>> Single, all-in-one solution eliminated the 
previous need for additional applications

>> Proprietary AUS increased VCCU’s 
pull-through rate with inves-
tors to 80 – 85 percent

>> Doubled mortgage lending volume 
in just a 12 month period, having to 
add only one new staff member

>> Improved organizational communica-
tions and response times, result-
ing in better member service

>> Compliance issues are immedi-
ately caught and constant audits are 
automatically run throughout the 
origination and closing processes

>> Scalability and flexibility of the platform has 
allowed VCCU to grow at a controlled rate

“We designed our LOS to flex and scale with all 
types of lending organizations to automate every 
single area of their lending processes as they grow 
and change with market conditions,” said Binh 
Dang, president of LendingQB. “Most LOS plat-
forms on the market today are not browser-based 
and cannot take organizations to the next level for 
the long-term. They may suffice for the now, but 
they do not future proof an organization. The suc-
cess VCCU has had since implementing our LOS 
and their ability to capture more market share while 
easily managing growth is a testament to how ad-
vanced our system is.” ❖

Streamlining systems and 
integrating with our already-
existing platforms was a 
must when considering new 
technology.
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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.

Tomorrow’s Mortgage Executive19



Powering
Today’s
Lender

Community Banks Mortgage & Consumer
Mid - Tier Banks Hosted or Traditional

Credit Unions Rapid Deployment

Mortgage Banks

8 0 0 - 6 2 8 - 4 6 8 7
p o we r l e n d e r. c o m

Lender Refined

Loan Origination & Processing System



Future Trends

In this highly competitive economy you 
need a strategy to flourish and grow. 
For far too many leaders, strategy is 

a struggle. Despite all the different tools avail-
able (or perhaps because of them), strategy can 
seem mysterious and scary, with huge rewards 
for success, disastrous implications for failure 
and many unknown dangers lurking along the 
way. Having a clear definition of winning pro-
vides focus and clarity at the individual, team, 
and organizational level. Are you focused on 
winning and moving towards it each day? Or 
do you play to not lose? To stay focused on 
winning, also get clear on what you will not 
do. Make a list of all the major initiatives and 
big projects that no longer fit your definition of 

winning and shut them down. Then make sure 
those things don’t sap your time, energy, and 
attention.

Most leaders know intuitively when a proj-
ect no longer makes sense because the goals 
have gotten out of sync with changing market 
realities. Yet they still cling to the belief that 
they can somehow squeeze some mileage out 
of a dead horse. Don’t let outdated assumptions 
and thought bubbles prevent you from getting 
those obstacles to winning out of the way!

Pause to think about what really matters. 
Start by asking yourself: What does winning 
look like for you? What do you need to do — as 
individuals and as an organization — to win? 
What will it look like when you have won? 
When employees know where they’re going 

and what they need to do to get there, it be-
comes much easier to reach your destination. It 
gets everyone aligned and moving in the same 
direction. And it motivates and inspires people 
to perform at their best. 

Some leaders argue that it’s impossible to 
think about strategy in advance and that instead 
a firm should respond to new threats and oppor-
tunities as they emerge…. Unfortunately, such 
an approach places a company in a reactive 
mode, making it easy prey for more-strategic 
rivals…. Not only is strategy possible in times 
of tumultuous change, but it can be a competi-
tive advantage and a source of significant value 
creation. Winning matters. Without a competi-
tive goal, it is easy to become complacent and 
settle for being ‘good enough.’ As Michael 
Porter first noted, powerful and sustainable 
competitive is unlikely to arise from any one 
capability (e.g. having an unparalleled sales 
force or the best technology in the industry), 
but rather from a reinforcing set of capabilities. 
Strategy is an iterative process in which all of 
the moving parts influence one another and 
should be taken into account together.

But don’t just take it from me, with their 
book Playing to Win: How Strategy Really 
Works, authors A.G. Lafley and Roger Martin 
make the argument that delaying decisions on 
your strategy can have enormous consequences 
for your business. Martin and Lafley assert that 
strategy is a young discipline — it’s “about 
making specific choices” in your business. 

Company leaders, they say, commit five 
kinds of mistakes when laying out their strate-
gies:

1. Leaders define strategy solely  
as a vision.  
Vision and Mission statements are 
elements of strategy, but they aren’t 
enough. They offer no guide to 
productive action and no explicit 
road map to the desired future.

Playing to Win
Are you playing to win, or just trying to stay in the game?

By Roger Gudobba

If you are not playing to 
win, why are you playing?
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2. Leaders define strategy simply as a plan. 
Plans and tactics are also elements of 
strategy, but they aren’t enough either. 
A detailed plan that specifies what the 
firm will do (and when) does not imply 
that the things it will do add up to a 
sustainable competitive advantage.

3. Leaders deny that long-term strategy is 
possible. 
You are in a rapidly evolving market-
place. Things are moving so fast that you 
ditch long-term strategies, believing it’s 
futile to decide what you will do 3 or 5 
years in the future. That’s a mistake.

4. Leaders define strategy as the optimiza-
tion of what they are already doing. 
Making choices is hard work, and it 
doesn’t always fit into all the other 
work to be done in a business. Strategy 
choices have to be made thoughtfully 
and organically with a good deal of 
organizational give and take. They must 
be revisited and reexamined regularly.

5. Leaders define strategy as following best 
practices. 
Such as benchmarking against competition, 
and then doing the same set of activities.

In a recent Rotman Magazine article, Roger Martin 
wrote, “There was a time not long ago, when people 
with average skills, doing an average job, could eke 
out an average lifestyle and live happily ever after.” 
But as Thomas Friedman recently declared in the 
New York Times. ‘Average is officially over.’ Roger 
Martin went on to say, “What was seen as average 
performance in the past will no longer earn people 
an average wage or a middle class standard of living. 
The result? Every one of us needs to ask ourselves if 
what we are doing is – to some degree – unique and 
irreplaceable. 

While Freidman was writing about individuals, 
his message holds equally true for organizations. The 
people and organizations that are most successful; 
these days are those who offer something extra – a 
unique value contribution that makes them stand out 
in their field. Think of it as a secret sauce.”

OK, I know you’re thinking how you can put all 
of this into practice. I challenge you to think: What 
is the unique value-add that justifies someone pur-
chasing your product or service? That might sound 
like a simple question, but it isn’t. Chris Zook, co-
head of Bain & Company, and his colleagues found 
that while 80% of executives believe their offering 
is highly differentiated, only 8% of customers agree 
with them. Ultimately, differentiation lies in what 
you do for your customers each and every day.

Correspondent Deborah Roberts on the ABC 
News program 20/20 asked Carmine Gallo about the 
role vision played in Steve Jobs’ success. This was 
his response: “Vision is everything. A bold dream at-
tracts evangelists, and no lasting brand can be built 
without a team of dedicated people who share the 
vision. Passion fuels the rocket; vision directs the 
rocket to its ultimate destination.”

So, craft a vision statement, but remember, a vi-
sion statement is not a mission statement. A mission 
statement is about ‘us’; a vision statement is about 
‘them’. Ask yourself: What are you going to do for 
your customers? Instead of presenting your vision 
of winning like a quarterly financial report, make it 
come alive! Use it to inspire people. Share it with 
everyone in your ecosystem. Not just employees, but 
customers, vendors, suppliers, partners, alliances; 
anyone that has a stake in helping you win. Make 
sure your vision statement is bold, specific, concise 
and consistently communicated. Today everyone 
knows FedEx’s three-word vision statement: Abso-
lutely, Positively, Over-night. What is your organiza-
tion’s vision?  ❖

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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Instead of presenting your vision of winning like a quarterly 

financial report, make it come alive! Use it to inspire people.



Any good technology vendor will be able 
to tell you what’s coming out in their 
next update and what’s planned for their 

product in the next six to twelve months. They 
have a strategy. Yet these same people can’t ex-
plain why they aren’t getting more traction from 
social media. Like anything else, for it to be suc-
cessful you need a strategy.

In the article “The Ultimate Guide to Social 
Media Engagement” by Mack Collier, he says, 
“There are three main reasons why most of us 
struggle to get the level of engagement we want 
from social media:

1. We aren’t creating engaging content.
2. We aren’t making it easy for people to  

engage with our content.
3. We don’t have an engagement strategy.
All of these three problems are inter-related, he 

points out. For example, if you have an engage-
ment strategy, then you have a plan for creating 
the type of engagement that’s meaningful to you. 
Most people/companies don’t have an engage-
ment strategy, they often go for whatever type 
of engagement is the easiest to measure, such as 
comments on a blog or Likes on Facebook.

We also struggle, according to Collier, to create 

engaging content. We focus too much on trying to 
get people to engage with the type of content we 
create, versus trying to adapt the type of content 
we create in order to make it more engaging. In 
the end, we aren’t making it easy for people to en-

gage with our content. The interesting thing about 
social media is that engagement breeds engage-
ment. So what we want to do is lower the barrier 
to engagement with our content. If we make it 
easier for people to engage with our content, then 
more people will engage with our content.

How do you make engagement happened? Col-
lier explains that he started #Blogchat in March 
of 2009. Even during a ‘slow’ week, the hashtag 
still generates a few thousand tweets from a few 
hundred participants. So it’s a pretty ‘engaging’ 
chat. For #Blogchat he wanted as much participa-
tion as possible. You might think that every chat 
wants this, but when you say you want as much 
participation as possible, it means you have to pay 
careful consideration to the topics of the chat.

In the case of  #Blogchat, Collier purposely 
gravitates toward 101-level topics, because that 
lowers the participation barrier for others, and 
makes them more comfortable engaging. If he 
picked say 201-level topics, the participation lev-
el would fall off a cliff. You could argue that the 
conversations might be ‘deeper,’ but there would 
definitely be fewer people having them.

Also, since he wanted more people to be en-
gaging, he tried to reward engagement. One way 

he did this is by personally replying to anyone 
that he saw tweet that they are joining #Blogchat 
for the first time. Why? Because what better way 
to encourage someone to stay engaged than to re-
ply to their first tweet and to have that reply come 

Business Strategies
Do You Get Social Media?
Too often companies dismiss social media because they don’t 
understand how to create an engaging social media presence. 
That’s a mistake.

By Michael Hammond

If we make it easier for people to engage with our content, 
then more people will engage with our content.
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from the chat moderator? Plus, more people partici-
pating in the chat means more overall engagement.

One of the things Collier also did with #Blogchat 
is he paid close attention to what people were dis-
cussing in the chat. Often, certain themes, ideas and 
questions will come up repeatedly. These are good 
indicators of future topics for the chat. Also, he will 
simply ask #Blogchat what topics they want to dis-
cuss. This also helps give the community ownership 
of the chat, which also makes it more likely they will 
engage with topics they want to discuss.

Everything done is designed to make it easier 
for people to engage and contribute. Whether it’s 
101-level topics, using the community’s topic sug-
gestions, or welcoming newbies when they arrive, 
a ‘culture’ is created that facilitates and rewards 
engagement.

So how do you create more engagement around 
your social media efforts?

First, you need a plan. Yes I know, no one wants 
to create an engagement strategy. And most of you 

don’t and this is the biggest reason why you aren’t 
getting the type of engagement you want. You need 
to think about what type of engagement you want 
from the content you are creating, then you need to 
think about how you can create content that’s valu-
able for your audience, and that encourages the type 
of engagement you want.

While everyone loves getting comments and hear-
ing from readers, getting more comments may not be 
your top priority. Instead, you may want people to 
share a given blog post via Twitter, Facebook, and e-
mail it to their friends, boss and co-workers. Again, 
always consider what you want to accomplish, and 
that will help you decide what type of engagement 
you want to encourage.

If you have an engagement strategy in place, 

then you know what type of engagement you want 
to see happen from your content. This feeds into 
creating engaging content because it makes creating 
engaging content easier because since you created 
a plan, you now know what type of engagement 
you want to see happen. In general, before your 
content can be engaging, it has to be valuable to 
your audience. If it’s valuable, then it will earn their 
attention, and then you have a chance to facilitate 
engagement. So first, the content needs to create 
value for your audience.

Something else to keep in mind is that different 
tools are better at encouraging different types of 
engagement. You have to not only consider the type 
of engagement you want from your content, but you 
have to also consider which tools will help you get 
that level of engagement. Maybe a 140-character 
Tweets serves your purposes. For other things you 
might want to write a full blog.

Now that you have a specific engagement plan for 
your content and know the exact type of engagement 
you want, you need to think about ways to make it 
easier to encourage that type of engagement. Think 
carefully about the action you want others to take 
(leave a comment, signup for a newsletter, request 
a product demo), then make sure you are not only 
giving them the motivation to engage in this activity, 
but that you are also making it easy for them to do 
so.

For example, a dead simple way to get more 
comments on a blog is to simply end your post with 
these four magic words: What do you think? That 
signals to your readers that you are opening the floor 
for a discussion, and that you are interested in their 
thoughts. If you have followed your engagement 
plan and have created content that’s easy for them 
to engage with and then close your post by asking 
for their thoughts, the odds are that your readers 
will indeed share their thoughts. Then when readers 
do comment, if you engage them back and interact 
with them, that encourages the chance that they will 
respond again. Then as more readers see that others 
are leaving comments, that makes them more likely 
to leave a comment as well (comments breed com-
ments).

If you are working to create content that helps 
facilitate the type of engagement you want, then 
you work to make that type of engagement as easy 
as possible for your audience to….engage in, then 
you’ll win! ❖

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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In general, before your 
content can be engaging, it 
has to be valuable to your 
audience.
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By Marc Riccio and Daniel Liggett

Community Banks 
Are In The Hunt
Compliance is now a business imperative for lenders of all 
sizes. This presents specific challenges for community banks.

In today’s highly regulatory 
lending environment, lend-

ers are seeking LOS solutions 
that can quickly, easily and ef-
fectively respond to constantly 
changing rules and regula-
tions. This changing regula-
tory environment has forced 
many lenders to reevaluate 
their LOS.
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According to QuestSoft’s seventh 
annual compliance survey, “18.6 per-
cent of mortgage lenders are reevalu-
ating their current loan origination 
software (LOS) platform. QuestSoft, 
a provider of mortgage compliance 
software, has tracked the number 
of lenders seeking an LOS change 
since 2007. The percentage of lenders 
considering an LOS change hovered 
around ten percent until 2011 when 
the percentage spiked to 17.75 percent 
and continued to climb to 18.7 percent 
in 2012”.

Compliance is now a business im-
perative for lenders of all sizes. This 
presents specific challenges for com-
munity banks as they look to remain 
compliant and competitive. Com-
munity Bank executives are quickly 
realizing that off-the-shelf systems 
don’t respond quickly enough to the 
constantly changing rules and regula-
tions. They are also learning that they 
simply do not have the IT resources 
necessary to run and support enter-
prise LOSs, let alone the cost and time 
it takes to implement such systems.

So what are the “Top 7” require-
ments community banks are looking 
for in a new LOS solution?

1. Comprehensive Compliance
2. Ability to Handle Multiple 

Loan Types
3. Hosted- On Demand Solution
4. Ability to Easily Configure 

Solution
5. In-depth Integration 
6. Successful Community Bank-

ing Implementations
7. Responsive Customer Support 

Specific to Community Banks 
Now let’s talk a bit more about 

these seven points for a minute:
Comprehensive 
ComplianCe

Community Banks appreciate the 
importance of compliance and its 
potential impact on their businesses; 
therefore they are looking for an LOS 
that understands today’s compliance 
issues as it relates to their businesses. 
Specifically, they require an LOS 
provider with extensive lending and 
compliance expertise that closely 
monitors all regulatory actions, in-

cluding the GSEs. Having in-depth 
knowledge and working relationships 
with the GSEs allows the provider to 
deliver fully tested and approved so-
lutions to clients well in advance of 
any announced deadline. This allows 
community banks time to test and 
implement the regulatory changes in a 
timely manner, significantly reducing 
stress while mitigating risk.

In addition to having strong internal 
compliance from the LOS provider, 
it is also important for the LOS pro-
vider to have established integrations 
with leading compliance solutions 
such as QuestSoft, ComplianceEase 
and forms providers such as Wolters-
Kluwer, Harland and doc prep provid-
ers MRG, Guardian Mortgage Forms, 
and DocMagic to deliver solutions 
that stay ahead of the ever-changing 
compliance curve.
ability to handle 
multiple loan types

Another requirement that commu-
nity banks are looking for in a new 
LOS is a lending solution that can 
handle consumer, commercial and 
mortgage loans. Many of the systems 
on the market today only handle mort-
gages that require community banks 
to purchase, support, and train and 
maintain multiple systems. Not only 
is that much more difficult in today’s 
constantly changing regulatory envi-
ronment but it is also costly and inef-
ficient. Most community banks simply 
do not have the required resources to 

maintain multiple lending systems.
hosted on-demand 
solution

Besides handling multiple lending 
systems, executives need to be con-
cerned with the upfront and ongoing 
costs associated with implementing 
loan origination software. Hosted 
solutions, operate as a Software as 
a Service (SaaS), enable lenders to 

deliver loan origination software 
“on-demand” – without the cost of 
deploying expensive technology infra-
structure. A hosted solution alleviates 
the community banks investment and 
costs related to maintaining the LOS, 
hardware, operating systems and net-
work operations.

Hosted advantages include:
1. Lower Initial Costs – The 

Lender avoids a large, upfront 
software license fee.

2. Lower Infrastructure Costs 
– The community bank need 
not host software or data files 
on their hardware so investing 
in additional hardware (serv-
ers, routers), newer operating 
systems, database licenses 
(i.e. MS-SQL) and upgrades 
are no longer required. There 
is also the convenience of no 
longer needing to constantly 
backup data because storage is 
the responsibility of the hosted 
provider.

3.  Fewer Personnel – The host-
ed solution reduces the need 

According to QuestSoft’s seventh 
annual compliance survey, “18.6 
percent of mortgage lenders are 
reevaluating their current loan 
origination software  
(LOS) platform.
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for specially trained personnel 
to handle maintenance, moni-
toring and software updates 
and configuration changes. The 
hosted provider will provide a 
dedicated team to handle these 
tasks.

4. Secure Database Technology – 
The Hosted services should be 
certified, reliable and secure, 
having received SSAE 16 SOC2 
certification using industry 
leading security vendors that 
offer the most comprehensive 
and most advanced security 
available. 

5. Reduced Downtime – Hosted 
solutions can reduces reliance 
on your IT personnel to support 
the system.

6. Strategic Compliance Partners 
– Your hosted solution should 
work with the best compliance 
resources available to provide 
you with multiple options to 
meet your compliance require-
ments.

ability to easily 
Configure solution

Configurability is vital to the effec-
tiveness of your LOS. That’s why lend-
ers should employ an LOS that uses 
flexible “business rules” to provide 
LOS configuration. The business rules 

should be easy to understand and help 
configure every phase of the lending 
process. With easy-to-use configura-
tion, lenders can tailor specific business 
rules and practices to streamline pro-
cesses, create efficiencies and manage 
risk. Best of all, these business rules 
can be modified as your requirements 
change. Configuration moves lenders 
from reactive maintenance into proac-
tive business growth, through years of 
expansion and change.
in-depth integration 

The community bank’s ability to 
exchange customer data with the core 
banking system or borrower loan-level 
information to other third-party provid-
ers is vital. The LOS provider should 
not only have a proven track record of 
success integrating with other service 
providers but also possess the ability to 
quickly and cost-effectively integrate 
with new provider as lending needs 
change. Whether it be for ordering 
credit, flood or mortgage insurance, for 
obtaining an instant decision from pop-
ular Automated Underwriting Systems 
such as Loan Prospector or Desktop 
Underwriter, for submitting HMDA 
data, for receiving borrower 1003 ap-
plication data from popular web-based 
POS systems such as Data-Vision’s 
LoanQuoter or for transmitting closed 
loan data to servicing systems. 

An LOS provider’s database design 
and built-in export/import features 
must provide the ability for community 
banks to exchange customer/borrower 
information between the LOS and 
other systems easily and effectively. 
suCCessful Community 
banking implementations

Vendors can promise a good game 
when it comes to their ability to sell 
an LOS to community banks, but the 
proof is in a proven track record of 
actually delivering on the promise to 
community banks. The LOS provider 
should be able to provide an extensive 
list of successful implementations. Not 
just new sales but more importantly, 
community banks that are successfully 
up and running on the proposed solu-
tion. 

When talking to other community 
banks, ask if the solution is actually in 
production? Does the LOS handle more 
than just mortgages? Can they produce 
consumer, commercial and mortgage 
loans? How timely has the provider 
delivered compliance changes? Is it a 
hosted solution and has in minimized 
your IT footprint? Is the system easy 
to configure so that you can quickly 
respond to market changes? Does the 
proposed solution actually integrate 
with your third-party service provid-
ers? Is that reference actually using the 

About the Author
Marc Riccio, President and Founder of Specialized Data Systems (SDS), 
has more than 25-year experience in providing innovative software and 
web-based solutions to banks, credit unions and mortgage companies. 
Marc has directly been responsible for introducing new and innovative 
technologies including LOSs, secondary marketing systems, document 
image systems, Internet security services on demand, and disaster 
recovery / business continuity planning solutions to more than 150 clients 
in the Northeast. 

About the Author
Daniel Liggett serves as Director of Client Services for Associated Software 
Consultants’ PowerLender Loan Origination & Processing System. He has 
more than 20-years’ experience in mortgage lending and loan automation 
systems. Danny oversees the implementation, configuration, training, support, 
quality assurance and project management efforts for loan origination at ASC 
and serves as a development and marketing advisor. Associated Software 
Consultants, Inc. (ASC) designs and markets loan automation technology 
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integration?
The community banks that you speak 

to should be able to confidently answer 
these questions in the affirmative if that 
provider has actually delivered on their 
promises to other community banks.
responsive Customer 
support 

In today’s fast-paced and constantly 
changing lending environment re-
sponsive customer support from any 
service providers is extremely impor-
tant. To provide the needed level of 

support and responsiveness, your LOS 
provider must truly understand the 
specific needs and challenges of com-
munity banks and have a longstanding 
reputation with the community bank 
market. Having extensive experience 
working with community banks al-
lows the provider to deliver best prac-
tices and key insights. Working directly 
with community banks on a daily basis 
throughout the years allows the service 
provider to be responsive and deliver a 
level of support and service that other 

LOSs simply cannot match.
At the end of the day, one size does 

not fit all when it comes to LOSs 
for community banks. Off-the-shelf 
systems with limited no or flexibil-
ity clearly don’t work and neither do 
enterprise-wide systems that cost too 
much and take too long to implement. 
The key is finding the right LOS that 
has specific community bank experi-
ence. Follow the Top 7 Requirements 
to ensure your success when selecting a 
new LOS for your community bank. ❖

Nationwide Field Services  •  Specialized Support Services  •  Advanced Technology Solutions

www.fi vebrms.com 
586.772.7600

ASSET PRESERVATION
Make the Leap
to Stronger Results

Five Brothers’ nationwide fi eld services and advanced technology 
take you further at every phase of the asset preservation cycle – from 

property preservation and inspections to REO management and valuation 

services. Higher asset values, lower costs. Make the leap with Five Brothers.

Experience the Five Brothers difference… stronger results from the ground up.™

Community Bank executives are quickly realizing 
that off-the-shelf systems don’t respond

quickly enough to the constantly changing
rules and regulations.
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Contact Mortgage Builder today and learn more about 
our next generation LOS.  800.460.5040 • www.mortgagebuilder.com

Architect, Mortgage Builder’s 

next generation LOS, is an  

all-inclusive residential lend-
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your loans from prequalifica-

tion through interim servicing 

and delivery.  Built with the  

latest technology, Architect  

offers browser based access in 

the cloud and expanded applica-

tion enhancement capabilities.  

See how Architect is helping move 

our clients and the industry forward.  
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Generation 
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By Nizar HasHlamoN

The Times, They Are
A Changin’

Several lenders we’ve talked with figure that a 
purchase-money loan takes at least 30% more work. 

This 100-years refinance cycle (exaggeration intended) has to end sometime soon, or 
so we keep thinking. With HARP’s extension through 2015 this undoubtedly becomes 
the longest continuous period of refinancing activity in the history of mortgage lend-

ing. Borrowers have saved billions, the economy and the housing market are recovering as a 
result, and lending profits are way, way up. All things considered, this long era has been good 
for everyone.

The good times continue for the borrowers who refinanced when it finally ends. Thanks 
to more affordable mortgage payments consumers will stimulate the economy in many posi-
tive ways, fueling it for years to come. It is, however, harder for the good times to continue 
for lenders. Production drives our business and our profitability. The market makeover from 
refinance to purchase will be felt in meaningful ways that will affect the bottom line.
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This is so much more than a volume 
issue, however. Refinance loans are 
relatively simple and productivity tends 
to be a lot higher when they are in the 
majority. Several lenders we’ve talked 
with figure that a purchase-money loan 
takes at least 30% more work. Assum-
ing that is true, productivity drops as 
volume drops, a double profit whammy. 

Productivity will drop for another rea-
son as well. Lenders have also told us 
they know their operations are and have 
become inefficient during this cycle, 
though high refinance volumes and 
strong profitability have masked the 
problem. Without volume to hide be-
hind the twin problems of inefficiency 
and lessened productivity will be ex-
posed for all to see.

This can be a good thing. If you were 
lending in the boom era of the early 
2000s the buzz was all about low cost, 
high productivity lending. We had the 
Internet after all, new, enlightened lend-
ing practices, daily best-practice im-
provements, and the latest technologies 
to boot. For those who were lending 
before the boom this was truly revolu-
tionary stuff, with truly remarkable ef-
ficiency gains being recorded. Seemed 
too good to be true? Turns out it was, 
mostly.

It is unlikely we will return to boom-
era productivity and the low-cost lend-
ing that went with it. It does not mean, 
however, we should return to the ef-
ficiencies, or lack thereof, that we put 
up with in the 80s and 90s. Far from 
it. Somewhere in the middle the truth 
lies, though, truth be told, today lending 
metrics look more like those from the 
last century than the first decade of this 
century. This is the first big challenge of 
the next mortgage lending cycle. With 
today’s lending complexities, stringent 

regulatory environment, torqued-down 
lending standards and high consumer 
expectations, for what measures are we 
aiming?

There’s a second big challenge on the 
horizon as well. Lending profitability 
will be hindered by rising rates. Rates 
will rise. What you might not have 
thought much about, however, is how 

much they will rise or for how long, and 
more importantly, what will the impact 
be on your secondary marketing pipe-
line. Start with this fact: rates today are 
at their lowest point since 1941. Since 
1941 rates trended upward until 1985 
when the 10-year Treasury rate peaked 
above 14%. From that point rates began 
their downward trend, bringing us to 
where we are today, back to where we 
were 70 years ago.

History repeats itself, always does. 
Looking way, way back rate trends are 
easy to spot. Two rate cycles are appar-
ent since the late 1800s. Rates tend to 
rise for 25 to 30 years and then they fall 
for 25 to 30 years. The cycle then starts 
all over again for the next six decades. 
Will it happen again? No one knows. 
History repeats itself, though, so the 
safe bet is on a long-term upward trend 
in rates starting soon.

Why this is important has to do with 
one of the ways we make our money as 
mortgage lenders. Recording second-
ary market profits, the gain made when 
mortgage loans are sold, relies on how 
well the vagaries of interest rate move-
ments are managed. A secondary mar-
ket truism is that it is relatively easy to 
make secondary market profits as rates 
trend downward. Hedging pipelines is 
seen as largely unnecessary. Hedging 
is also expensive and reduces profit-
ability. Hedges protect against upward 
movements in rates. Rates haven’t 

moved consistently upward in a long 
time. What do many lenders do in these 
conditions? Not much. Take a lock from 
a borrower; float the rate with their 
investor. Chances have been rates will 
have moved down by the time the loan 
closes. This results in a bigger gain. Ev-
eryone is happy.

Everyone is not happy when rates 
spike up, which they will inevitably do. 
Start with the same scenario. Borrower 
locks their rate; lender floats the lock 
with their investor. Only this time rates 
spike up 100 basis points. Rather than a 
tidy profit the lender records a signifi-
cant loss. Multiply that loss by the num-
ber of uncovered loans in the pipeline. 
The loss becomes a figure to be reck-
oned with, one that is easy to explain 
though impossible to defend. This very 
scenario played out on Black Monday 
in 1987. Mortgage companies racked 

up huge losses. Some closed their doors 
permanently. How did they get caught? 
Easy. Rates had been trending steeply 

Lenders have 
also told us 
they know their 
operations 
are and have 
become 
inefficient 
during this 
cycle.

Start with this fact: rates today are 
at their lowest point since 1941. 
Since 1941 rates trended upward 
until 1985.
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downward for several years. Until 
they didn’t. 

This is simply a look at what could 
happen. There is plenty of time to 
head it off by doing two things. First, 
find your operational inefficiencies 
now, realizing that they are likely to 
become more pronounced when pur-
chase-money lending is in the major-
ity, and address them. Honestly assess 
what’s possible. What is a reasonable 
cost-to-close target? How should the 
closed-loan-per-employee metric be 
set? The two work together, inversely, 
so the higher the latter is pushed, the 

lower the former drops. What are the 
upper and lower limits? No one, as 
mentioned above, honestly knows. It 
is one of the big mysteries that will be 
solved in the coming era of mortgage 
lending. 

Second, prepare now for rising 
interest rates. If you were lending on 
Black Monday you think that way ev-
ery day. If you weren’t lending late in 
the 1980s it is worth reviewing the his-
tory. Not to sound morose, but there’s 
another one of these in our future. The 
trouble is no one knows when it will 
be or how severe it may be. Look now 

at your pipeline management practic-
es, tools and hedging strategies. Good 
secondary market professionals make 
money no matter which direction in-
terest rates are trending.

Whether reviewing efficiencies or 
secondary market practices and identi-
fying improvements, some are merely 
process changes. Make them. Others 
may require new systems and solu-
tions. Now is an outstanding time to 
be looking at these types of changes, 
too. Taken together, process changes 
plus new solutions are a solid path to 
continued lending profitability.  ❖

About the Author
Nizar Hashlamon is EVP Client Relations at Mortgage Cadence and is responsible for leading 
the company’s Client Relations team. Nizar has more than 19 years of experience within the 
mortgage lending industry with extensive knowledge in mortgage loan productions, servicing 
and secondary marketing. Prior to joining Mortgage Cadence, Nizar was responsible for the 
Secondary Marketing operations for the World Bank Credit Union in Washington DC. He has 
wide-ranging experience within the credit union industry and currently serves on the Credit 
Union Alternative Liquidity Taskforce as well as the Fannie Mae Credit Union Advisory Council 
and the Charlie Mac Advisory Board.
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Achieve More

REO MANAGEMENTMANM

Five Brothers’ REO management services deliver stronger 

results at every stage of asset disposition – from securing, maintaining 

and marketing, to negotiating and closing. Cut losses, boost returns.  

Take your REO management to a higher level with Five Brothers.

Experience the Five Brothers difference… stronger results from the ground up.™
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If you’re a PBS fan, you might have noticed a very interesting new series (in 
between visits to Downton Abbey, of course) called Constitution USA.  It’s 
host, Peter Sagal, travels around the country on a patriotically painted Harley-

Davidson speaking to people from all walks of life about the Constitution. Specifically, 
the program explores whether that venerable 216 year-old document “still has what 
it takes to keep up with modern America.” It’s a question that is far more complex 
than you might have thought, including its implications for the mortgage origination 
industry.

Among the intriguing aspects of the Constitution discussed is the Bill of Rights, the 
first ten amendments that came as a result of the states’ objections to the Constitution’s 
original text. These objections arose from people who were skeptical about a strong 
central government and its potential for oppression. The 10th of those amendments 
guaranteed that “The powers not delegated to the United States by the Constitution, 
nor prohibited by it to the States, are reserved to the States respectively, or to the 

By Jennifer Creech

Appraisers, State Regulations 
and the 10th Amendment

In many states, the deck is being stacked 
against the use of AMC’s by over-regulation.
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people.” Vigorous debate on these 
powers has raged ever since on how 
to interpret the roles of state versus 
federal regulators and lawmakers, and 
their impact on just about everything, 
from what we see, what we do and 
what we inhale. 

In some cases, things that are per-
fectly legal and taxed by the state are 
cause for arrest, imprisonment and 
even death at the hands of the federal 
government. Medical marijuana is a 
current example; it’s legal in Califor-
nia, but purveyors are simultaneously 
at risk of federal officers breaking 
down their doors at any minute. In 
another example, states can enact 
clean air and water standards that are 
less stringent than their federal coun-
terparts, usually to protect industries 
that are critical to their economies, 
like coal.  But because their emissions 
and pollutants travel across state lines 
and affect others, the federal standards 
take precedence.

UnIntended 
ConseqUenCes

In the aftermath of the mortgage 
crisis, most states are responding to 
Dodd-Frank with measures of their 
own to protect consumers, and 10th 
Amendment issues are affecting ap-
praisers and lenders.  With 35 states 
enacting appraiser and/or AMC 
registration requirements, things are 
already getting a bit messy – and 
predictably expensive.  As seems 

always the case with far-reaching 
legislation, there are many unintended 
consequences.  Regulations affecting 
appraisals seem to be a magnet for 
those unintended consequences, start-

ing with the Home Valuation Code of 
Conduct, the HVCC, in 2009.  

Intended to free appraisers from be-
ing pressured by loan departments and 
others, the HVCC ended up basically 
mandating a firewall be established 
between anyone in the origination 
process and the valuation process. 
As a result, lenders were faced with 
a choice of either outsourcing to 

an appraisal management company 
or establishing an internal staff to 
complete the process. Many lenders 
decided that it was more cost efficient 
and compliant to outsource, which led 
to the growth of the AMC model. In 
either case, there is a cost associated 
with this firewall. That means either 
the appraiser gets paid less or the cost 
to the consumer goes up, both unin-
tended consequences. Was this what 
Governor Cuomo had in mind when 
he started the ball rolling in New 
York? Presumably not. Though sev-
eral of the defects of the HVCC were 
corrected in the Appraiser Indepen-
dence Requirements (AIR), some of 
the unintended consequences remain.

“LICense and 
RegIstRatIon, PLease.”

And so it is (and presumably will 
remain) with the state licensing and 

registration requirements we are see-
ing – unintended consequences will 
be felt until regulators figure out they 
are becoming the problem. For the 
moment, we will have to live with 
them. In many states, the deck is be-
ing stacked against the use of AMC’s 
by over-regulation. As each state 
adopts their regulations regarding the 
licensing and control of the functions 

of an AMC, two factors seem to fall 
into consideration: ensuring that the 
firewalls are properly in place and 
making sure the appraisers at the end 
of the chain get paid. 

I attended a meeting in Illinois not 
long ago that discussed the state’s 
creation of an AMC monitoring unit 
that is responsible for licensing and 
activities related to appraisals, in-
cluding registration, time limits and 
forms, policies and guidelines, as well 
as quality control procedures. Note: I 
regard it as a positive that the state is 
taking such a close interest in the mat-
ter and is trying to equip the staff with 
the knowledge and expertise needed 
to make informed decisions. It is more 
typical for state and local governments 
to shoot first and ask questions later, 
leading to more of those unintended 
consequences.  

Illinois has ruled that you can only 
own an appraisal company if you are 
a certified appraiser.  Unintended con-
sequence: if the company is literally a 
“mom and pop” shop, mom and pop 
must both be certified appraisers if 
they share ownership. If only one is 
certified, the company must become 
an AMC, and that involves going 
through all the channels, paperwork 
and licensing (with fees and net worth 
requirements) associated with AMC 
status. Many appraisal companies are 
family owned and operated, true cot-
tage industries, which thrive based on 

Illinois has ruled that you can only 
own an appraisal company if you are 
a certified appraiser.  
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reputation, reliability and value.  Does 
Illinois really want to disadvantage 
them?  

In a related wrinkle, Illinois is man-
dating that appraisals performed by 
adequately supervised trainees must 
be accepted. What about national 
lenders who won’t take appraisals 
from trainees or cannot accept them 
due to investor requirements? An 
interesting 10th Amendment impli-
cation with that one. Illinois AMC’s 
have until August 30, 2013 to become 
registered if they are to continue serv-
ing their clients and avoid penalties, 
by the way. 

“Bonds. sURety Bonds.”
Surety bonds are a hot topic for 

AMC’s, particularly after the sudden 
2011 departure of San Diego-based 
AMC AppraiserLoft, and the 2013 
bankruptcy of ES Appraisal Ser-
vices in Jacksonville, Florida.  In both 
cases, lenders had paid the companies 
but appraisers were left high and dry, 
without recourse. As a result, states are 
trying to protect appraisers by requir-
ing companies that send them work to 
carry valid surety bonds. Since when 
do states create payment requirements 
and security for B2B transactions? 
This raises the question:  how does 

this protect the consumer when the net 
effect is increased cost for completing 
a transaction? If these bonds continue 
to be required from state to state, ev-
ery AMC doing business nationally 
will ultimately need to carry 50 bonds 
totaling over $1,000,000, which will 
have a significant impact on the con-
sumer. Competition among the AMCs 
will tend to favor those who pay ap-
praisers well and promptly, but the cost 

basis for all will include the expenses 
associated with surety bonding. The 
result could be that the larger AMCs 
will have an unfair advantage as those 
with deeper pockets eliminate region-
al competitors. The larger AMCs tend 
to be the ones who push the hardest 
to drive down the actual appraisal fee. 
In this instance, the ultimate goals of 
appraisal regulation—consumer pro-
tection and customary and reasonable 
fees—will end up suffering.  

HIgHest degRee 
of dIffICULty

I am frequently asked about which 
states are the toughest to deal with for 
both AMCs and appraisers. Some-

times the states seem to copy each 
other’s AMC registration models, 
with some adding additional twists 
and restrictions. There are several fac-
tors involved, but as a general rule the 
most challenging states are (in no par-
ticular order) Texas, North Carolina, 
West Virginia and Washington State.  

The more technology-driven 
AMC’s among us have invested 
heavily in sophisticated performance 

metrics and appraisers tracking, direct 
access to UCDP, and even automated 
payment handling for all parties. 
Technology also replaces a great num-
ber of manual processes for greater ef-
ficiency and enables more competitive 
margins, but it doesn’t happen without 
financial commitment.

The 10th Amendment notwith-
standing, we have seen federal pre-
emption succeed in many areas of 
different businesses, and the mortgage 
industry is certainly one of them. 

Federal standards are sometimes more 
severe and sometimes more lax than 
their state counterparts, but they have 
the benefit of consistency and lower 
cost for compliance. 

The state registration issue for 
AMCs is a prime example.  It would 
make more sense to pay a single fee 
to a single entity when you want to 
operate in interstate markets. A re-
quirement that owners of AMCs with 
a minimum ownership interest of 10% 
in the company, as well as all officers 
and controlling persons, must submit 
fingerprints in each state in which they 
do business, is very time-consuming 
and far from reasonable. That is but 
one example of the redundancy that 
could be eliminated. 

While all the new requirements pro-
mulgated by the states may be well-
intentioned, the unfortunate result is 
an increase in costs for AMCs. At the 
end of the day, these additional costs 
come directly from consumers’ pock-
ets. And I’m certain that’s not what 
our state legislators had in mind when 
they first set out to create state licens-
ing and registration requirements.  ❖

About the Author
Jennifer Creech is President and CEO at InHouse, Inc. She 
is an expert in the appraisal process, collateral valuation 
methods and appraisal regulations such as the Home Valu-
ation Code of Conduct, FHA’s appraisal guidelines, AIR, 
and the GSEs’ Collateral Data Delivery program. Jennifer 
conceptualized and was instrumental in the development 
of InHouse Connexions, the company’s appraisal process 
management technology.

In a related wrinkle, Illinois 
is mandating that appraisals 
performed by adequately supervised 
trainees must be accepted.  
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Looking Toward 

Our FuTure

Over 100 mortgage executives came together to attend 
PROGRESS in Lending Association’s Third Annual 
Innovations Awards Event. We named the top seven 

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 going 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:

OUR 2013 INNOVATIONS WINNERS
Top row left to right: Reid Smeda, President of Compliance Systems Inc.; Sharon Matthews, President and CEO  
of eLynx; and David Lykken, host and creator of the Lykken on Lending Radio Program. Bottom row left to right: 
Judy Margrett, President and Co-founder of The Turning Point; Sanjeev Dahiwadkar, CEO and founder of IndiSoft; 
Cecil Bowman, Senior Vice-President Government/Industry of NCS/National Credit-reporting System, Inc.; and 
Molly Dowdy, Executive Vice President, Marketing of a la mode, inc.

The 2013 PROGRESS in Lending Innovations Winners gathered to discuss the future of mortgage lending.
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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?

DAVID LYKKEN: In my opinion, innova-
tion is actually both incremental and 
sweeping. Let me explain. The best 
definition for innovation is when an 
innovator spots/sees/recognizes incre-
mental evidence of potential or prob-
able sweeping changes coming at some 
predictable time in the future. Timing 
of how far out in the future this sweep-
ing change will happen is a key factor 
in this equation. It is the difference 
between being on the bleeding edge vs. 
the leading edge of change.

SANJEEV DAHIWADKAR: Most im-
portantly, the criteria for any new in-
novation must include usability. Any 
innovation that can be used in routine 
processes with greater rewards than the 
effort or costs to implement, is recog-
nized as a great innovation. Sometimes 
innovation comes incrementally, some-
times it is sweeping.

SHARON MATTHEWS: Innovation can be 
either incremental change or sweeping 
change, both of which are valuable to 
business. What’s important to look for, 

though, is how sustainable the innova-
tion is. True innovation provides com-
petitive advantage for some sustainable 
period of time.

For example, some companies get 
better every day by taking incremental 
steps to become more efficient, faster, 
more flexible or more responsive. 
They make improvements to an exist-
ing process or product, or use existing 
capabilities to devise a solution to a 
new problem that has arisen. This kind 
of innovation is easily overlooked be-
cause a) it happens so gradually, and/or 
b) it sometimes doesn’t last long. It ei-
ther gets copied quickly or proves to be 
only a temporary advantage that isn’t 
sustainable. True innovators are able to 
produce a steady stream of incremental 
innovations in order to constantly stay 
a step ahead.

CECIL BOWMAN: Some say innovation 
must come as a sweeping change, while 
others say it can be incremental. NCS 
defines innovation as a better and, as a 
result, novel idea or method of doing 
things that changes the landscape. For 
instance, when the IRS shifted from 
paper tax returns submitted by mail 
to returns submitted electronically, 
it happened gradually but resulted in 
sweeping change. Electronic submis-

sions went from 25,000 returns filed in 
1986, sent over dial-up modems before 
the Internet existed, to more than 115 
million in 2013.

MOLLY DOWDY: To successfully launch 
truly meaningful and innovative tech-
nology, it has to be built by listening 
to real users’ immediate needs, as well 
as anticipating what they don’t know 
they need yet. Successful and innova-
tive software is vetted and tested, and 
then incrementally innovated based on 
thousands of users’ experiences. Don’t 
get me wrong. Incremental technology 
releases can indeed result in sweeping, 
radical change. Great, thoroughly vet-
ted, and reliable software that solves 
real lenders’ problems does exactly 
that.

JUDY MARGRETT: I believe that innova-
tion can take both forms, sometimes it 
can be sweeping change while other 
times the incremental change can have 
a profound impact. Innovation is the 
ability to deliver something new or 

If necessity is the mother of invention/inno-
vation, then I am thoroughly expecting some 
major innovation coming in the years ahead.
David Lykken
Lykken on lending

The right technology has the potential to 
have a significant effect on how the indus-
try remains productive and compliant.
Sanjeev Dahiwadkar
IndiSoft
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different to address a specific industry 
challenge or opportunity.

REID SMEDA: I believe that innova-
tion in the mortgage industry needs 
to come from “revolutionary evolu-
tions.” That is, the complexity of the 
industry does not lend itself to sudden 
change; yet the needs of mortgage 
lenders are changing dramatically. A 
bit of a dilemma. One of my favorite 
Albert Einstein quotes is: “You can-
not solve a problem from the same 
consciousness that created it. You 
must learn to see the world anew.” To 
make a positive difference, solutions 
providers must re-think the true nature 
of the problems being solved for and 
define new ways of solving them vs. 
“shoe horning” old solutions. That is 
innovation.

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

DAVID LYKKEN: Great question. In 
spite of a few innovative exceptions, 
it is my opinion that true innovation 
has been stagnant but I see that chang-
ing for the better… here’s why… if 
necessity (brought about by difficult 

circumstances) is the mother of inven-
tion/innovation, then I am thoroughly 
expecting some major innovation 
coming in the years ahead.

SANJEEV DAHIWADKAR: For the first 
time in the mortgage industry, espe-
cially in default servicing, innovation 
is thriving. For the past several years, 
we have seen several technology 
vendors develop services and applica-
tions that improve the way mortgage 
industry companies conduct business. 
It is encouraging to see this kind of 
interest.

SHARON MATTHEWS: Innovation is 
absolutely thriving in the mortgage 
industry. It may not be immediately 
obvious to the consumer, but as indus-
try insiders we know that lenders and 
vendors have continued to successful-
ly innovate. Our industry has been go-
ing through a great deal of upheaval, 
and much of our collective innovation 
has gone towards addressing the par-
ticular challenges presented as a result 
of the recent market collapse.

If you look closely at many of the 
innovations in the last 3 or 4 years you 
will see that data-oriented solutions 
that move us closer to a true paper-

less e-mortgage are underpinning the 
current wave of innovation. Why? 
Because such solutions are transpar-
ent, traceable, auditable and consumer 
friendly – characteristics that are 
highly valued by influential regula-
tory bodies such as the CFPB, OCC 
and FHFA among many others.

CECIL BOWMAN: Innovation in the 
mortgage industry today is neither 
thriving nor stalled, but moving at 
a normal pace. This industry is very 
risk adverse and that has made it 
slow to adopt major innovations. As 
a consumer-reporting agency, we 
provide many standardized products. 
Each week our development team 
releases five or six advancements, 
much of them in response to regula-
tory changes. Advancements in origi-
nation and servicing applications for 
mobile technology and integrating 
e-signature solutions, on the other 
hand, have been significantly slowed 
in order to incorporate regulatory and 
legal concerns.

MOLLY DOWDY: Innovation is defi-
nitely thriving in our industry. We’ve 
seen incredibly smart and creative 
solutions in the last few years. 

Collective innovation has gone towards 
addressing the particular challenges 
presented as a result of the recent market 
collapse.
Sharon Matthews
eLynx

The most important innovation for the long-
term would address how to originate loans 
for first time homebuyers who are greatly 
burdened by student loan debt.
Cecil Bowman
NCS

Innovation is definitely thriving in our 
industry. We’ve seen incredibly smart and 
creative solutions in the last few years.
Molly Dowdy
a la mode
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JUDY MARGRETT: I believe that inno-
vation is thriving in the mortgage in-
dustry today. The rapid influx of new 
rules and regulations has challenged 
all industry participants, but it has also 
created opportunities for innovation to 
flourish in this current climate.

REID SMEDA: The realization of the 
need for innovation is thriving; it 
remains to be seen how well such 
necessary changes will be embraced 
by lenders. It is encouraging to see 
the innovations of CSi’s fellow re-
cipients of the 2013 PROGRESS in 
Lending Innovations Award and the 
PROGRESS in Lending’s Executive 
Team’s commitment to encouraging 
innovation.

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?

DAVID LYKKEN: The industry needs a 
fully integrated end-to-end dashboard 
that incorporates meaningful and in-
telligent key performance indicators.

SANJEEV DAHIWADKAR: The biggest 
innovation that is needed in the mort-
gage industry would be to address col-
laboration and/or compliance. Ideally, 
the innovation would effectively blend 
the two areas. The right technology 
has the potential to have a significant 
effect on how the industry remains 
productive and compliant in this new 
regulator-driven environment.

SHARON MATTHEWS: With mortgage 
fraud on the rise, and the CFPB bul-
letin last year reminding banks of 
their accountability for third-party 
service providers, there is significant 
opportunity for innovation in the title 
industry, particularly in how to com-
bat settlement agent fraud. The chal-
lenge in this area is notable – there are 
literally thousands of settlement pro-
fessionals, many of whom operate as 
independent agencies. As lenders look 
to gain greater assurance from the title 
insurer on the good standing of the 
closing agent designated to complete 

the mortgage transaction, there needs 
to be a way to efficiently provide that 
assurance without slowing down the 
mortgage process. Innovations here 
will center on how to maintain current 
profiles on settlement agents, particu-
larly the independent agent commu-
nity that is more difficult to track; and 
how to create a workflow that is both 
simple yet effective enough for lend-
ers to adopt as an accepted industry 
process.

CECIL BOWMAN: The one innovation 
that the mortgage industry desperately 
needs to make happen over the next 
12 months is an easement of creat-
ing further new regulations. We also 
need to quicken the adoption of elec-
tronic signature and eliminate errors 
in which creditors report data to the 
repositories. But, perhaps the most 
important innovation for the long-
term would address how the mortgage 
industry will originate loans for first 
time homebuyers who are greatly 
burdened by the student loan debt that 
they’ve accumulated during their col-
lege years. Currently acceptable DTI 
ratios will not work for this specific 
population, and their student loan pay-
ment schedule will lower their avail-

able cash as compared to the previous 
generation.

MOLLY DOWDY: In preparation for the 
upcoming regulation effective dates, 
it’s critical to look at your workflow 
and apply consistent processes and 
generate audit trails for all the steps 
taken in your origination process. 
Documenting your due diligence 
process will not only prepare you for 
exams, but will also expose inefficien-
cies within your own organization that 
can be quickly remedied and result in 
more profit.

JUDY MARGRETT: The mortgage in-
dustry innovation that needs to be 
addressed is the one that allows lend-
ers and/or servicers to establish a 
controlled environment in which all 
players in the mortgage marketing 
process are able to collaborate and 
communicate with maximum effi-
ciency to drive high-quality business 
quickly, securely and compliantly.

REID SMEDA: Simply stated: Solu-
tions that empower lenders to adapt to 
changes (regulatory, product, policy, 
market, etc.) quickly and frequently 
are needed. ❖

Innovation is the ability to deliver something 
new or different to address a specific 
industry challenge or opportunity.
Judy Margrett
The Turning Point

To make a positive difference, solutions 
providers must re-think the true nature 
of the problems being solved for and 
define new ways of solving them vs. “shoe 
horning” old solutions.
Reid Smeda
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Innovations is all about recognizing the top technology 
advances of the past twelve months. Over 100 executives 
gathered to see who would be recognized this year. Here’s 
a glimpse into the highlights of this very special event:

Brought To You By PROGRESS in Lending
oo
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By Barbara Perino and Rebecca Walzak

Changing 
t he Closing Process
There are new issues, new concerns and new opportunities that are emerging 
that promise to make the closing and funding processes easier.

It is the last thing that has to happen 
for the origination business and 
the first for the servicer; for the 

lender it is many times a final step after 
the big hurdles are crossed, but for the 
consumer it is the “big” event; the start 
of a new life. Yet it is the least discussed 
part of the transaction and only appears 
to have been given minimal thought by 
those creating new requirements as well 
as those impacted by all the new regula-
tions. Of course we are talking about the 
actual closing and funding of the loan.  

With all the changes going on in the 
industry these days there seems to be 
little discussion around this process. 
Does that mean it was not an area of 
concern during the mortgage crisis or 
that “nothing new” has resulted in this 
area? The resounding answer to this 
question is NO. There are new issues, 
new concerns and new opportunities 
that are emerging that promise to make 
the closing and funding processes easier 
and at the same time more complex. 
Just like all other processes, these con-
cerns and opportunities involve people, 
processes and technology.

The closing process, with its total re-
liance on third party vendors has always 
been a rather undisciplined part of the 
process of loan origination. Lenders, 
in order to affect a faster closing, rely 
on title agents to collect various docu-
ments and information that are needed 

to successfully meet the underwriting 
risk criteria. The use of insured closing 
letters that “protect” the lender against 
closing agent error has been the most 
common risk mitigation tool but they 
are not available in every state and 
may be difficult to enforce. In addition, 
the lender’s closing instructions many 
times are not specific enough to cover 
some of the more egregious errors.  

Closing involves various sub-pro-
cesses such as title review, document 
signing, loan funding, and finally post- 
closing and loan delivery. Very little 
of the activities associated with these 
processes are under the direct control 
of the lender themselves. From the 
very beginning of the transaction, a title 
agent/attorney, an escrow agent and/
or a warehouse funder are intimately 
involved in ensuring the closing takes 
place. Many times local customs, prac-
tices and regulations on both a state and 
federal level control how the process is 
conducted, what fees can be charged 
and what documents have to be signed. 

The risks that exist in these sub-
processes are numerous and many times 
not recognized by the lender until the 
issues come back to haunt them. Select-
ing the title attorney/title agent/escrow 
agent is many times driven by the Real-
tors or sellers in a purchase transaction 
and by the borrowers in a refinance. 

While RESPA dictates that the lender 

cannot require the use of a specific 
closing agent/attorney, the lender does 
have the authority to control who is 
actually selected to fulfill these activi-
ties in order to make sure the process 
is completed to their satisfaction. This 
relationship is critical to the lender as 
they must rely on these individuals to 
obtain any documentation not included 
in the closing package, ensure the fees 
are charged correctly and satisfy any 
closing and/or title conditions that the 
lender has requested from them.  While 
traditionally these relationships were 
individually selected and controlled, 
over the course of the past years the 
idea of a national settlement perspective 
has emerged. Melissa Hill, a partner in 
Looking Glass Group, LLC previously 
served as the President of Land America 
Title Company. According to Melissa, 
“Initially the direct operations func-
tion opened the title order, selected the 
title attorney, coordinated the escrow 
and title and ensured the documents 
were properly received and returned 
to the lender. However, with the abil-
ity of title companies to electronically 
send title work and receive documents, 
the process became more efficient.” 
While larger title operations were the 
first to initiate these new approaches, 
the smaller operations took longer but 
have also begun to provide these kinds 
of services. 

The Las t S t ep:
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The approach to closing loans has 
also had a shift from the more tradition-
al “go to the attorney’s office to sign.” 
With the numerous refinance origina-
tions seen over the past several years, 
companies are employing individuals 
to travel to borrowers’ homes to obtain 
signatures on the required closing docu-
ments. However more recently, the pro-
cess has moved to the purchase transac-
tions, as well. Title Forward, a wholly 

owned subsidiary of Redfin Real Estate 
has developed a model that offers the ef-
ficiency of centralized processing, with 
the personal touch of a local title and 
closing company. Working with what 
they consider the best-in-class technol-
ogy while employing hand-selected 
partners and vendors to deliver their 
services, Title Forward promotes the 
concept which focuses on providing an 
“ease of closing” service to the Redfin 
customers. 

While the concept of a joint relation-
ship between lender and closing agent 
is not new, the idea that a real estate 
company is involved in all aspects of 
the origination process through various 
technology advances is. Buyers of prop-
erties through Redfin are able to link up 
with title companies who can drastically 
improve service levels for their custom-
ers. Attorneys that have signed up with 
the network have the first opportunity 
to provide services to these buyers and 
the lenders can be certain that the agents 
have been vetted. Bryan Malickson, an 
experienced title and closing attorney, 
and the exclusive agent for Redfin in 
the Maryland, DC and Virginia area 
finds that “the preparation and research 
done by the real estate agent prior to 
culmination of the transaction not only 
makes the entire transaction flow more 

smoothly, but greatly reduces the time 
and effort required by the attorney.”

Technology initiatives are also chang-
ing the closing and funding landscape. 
Medallion Analytics, a Pittsburgh-based 
firm has introduced three new technol-
ogy tools to assist lenders and closing 
agents with the preparation and control 
of the various documents that are a criti-
cal part of the closing processes. The 
focus of their endeavors is to provide 

technology that extracts and audits data 
from the loan documents eliminating 
the manual processing. 

 Their HUD preparation tool extracts 
data from the lender’s closing instruc-
tions, formats it for the title company’s 
production system specifically and 
populates the HUD-1 statement auto-
matically. This solution is beneficial 
to both the title companies and lenders 

as the title companies can reduce their 
HUD-1 preparation time to a matter 
of minutes. Furthermore, this process 
easily eliminates costly errors caused 
by manual data entry and reviews the 
fees themselves, which, with the new 
fee standards imposed by HUD and 
supported by CFPB, can reduce errors 
that can have a potentially significant fi-

nancial impact to lenders. This tool also 
allows title companies to drastically im-
prove service levels for their customers.  

Another feature that this technology 
provides is a fully automated compari-
son of closing instructions and HUD-1 
statement. This tool extracts data from 
closing instructions and the title com-
pany’s prepared HUD-1 statement, 
then compares and audits all the data 
in real time to ensure all of the speci-
fications are met. At the end, the user 
receives a detailed, user-friendly sum-
mary that highlights any discrepancies.

Their post-close audit tool invento-
ries the closing documents before they 
go to the table it establishes a baseline 
of what is included in the package in 
their eVault. Following the closing, the 
scanned package from the closing table 
goes through the same process and Me-
dallion‘s post-closing tool compares 
each set of documents and identifies 
any missed signatures, missing pages, 
and other errors. All documents are 
then automatically re-stacked accord-
ing to each lender’s specifications 
and delivered electronically to a user-
defined email address. The savings in 
time and costs are difficult to quantify, 
but needless to say they are significant. 
Having accurate, complete documents 
electronically delivered directly to 
lenders or investors eliminates mul-

tiple manual processes that are labor 
intensive and frequently delay funding 
by the investors. Furthermore with the 
technology identified errors or prob-
lems, the lender can immediately ad-
dress the problem as well as track these 
issues to focus on operational issues 
that need to be addressed.

What does the future hold? While it 

The closing process, with its 
total reliance on third party 
vendors has always been a rather 
undisciplined part of the process 
of loan origination.

Regardless of how the coming 
changes are addressed, or who 
takes the lead, it is important 
that they not be left on the back 
burner, quietly simmering.
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may be too early to provide definitive 
answers to that question, we have seen 
some indicators that new regulations 
will impact this process. First is the 
endorsement of the limitation and con-
trol of fees, what can change and when, 
as well as what must be disclosed to 
the borrowers and by whom. One of 
the biggest impacts is the potential 
changes to the numbering and structure 
of the HUD-1. Changing this document 
is without a doubt the most significant 
change that closing agents and loan 
closers will have to deal with in the near 
future. These changes involve total re-
visions to loan origination and closing 
agent systems. While many of these 
changes are obvious, there are more 
subtle issues that have to be addressed 
as well. Take the Truth-in-Lending cal-
culation for example. If a lender’s loan 
origination system identifies fees to be 
included in the pre-paid finance charge 
based on the current HUD-1 organiza-
tion, all of these programs will need to 
be changed. The time and cost of these 
changes is expected to run into the mil-
lions. 

Another proposal put forth is the 
new three-day cooling off period prior 
to closing. This would require that doc-
umentations must be provided to bor-
rowers three days before the closing so 
that they have time to review them, ask 
questions and make sure they are accu-
rate. It is unclear as to who will be re-
sponsible for providing the documents; 
who will answer questions and ensure 
any necessary changes are made? And 
of course, lenders will be held account-
able for the monitoring and control of 
closing and escrow companies as well 
as title agents as part of the new regula-
tory overhaul.  

How will all of this get done? Well 
the recent influx of new technologies 
and processes included in the article is 
a good start. However, addressing these 
disruptive processes and technology 
changes require discussions between 
lenders and the title and closing service 
providers. According to Ms. Hill, the 
national title companies “find it hard 
to invest in resources when they are 
taking the lead by themselves. Changes 
must come from both lenders and title 
agents and satisfy how multiple and 

various contingencies are going to be 
handled.”    

Regardless of how the coming 
changes are addressed, or who takes 
the lead, it is important that they not 
be left on the back burner, quietly sim-
mering away until everything else is 
ready. By then it will be too late. While 

there is little fanfare going on about 
these changes, the initiatives that are 
underway by some companies need to 
be supported and become the focus of 
members of the industry so that lenders 
and closing agents are not left scram-
bling to satisfy the consumers’ big 
event – their home.  ❖
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