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E-Closings Go Mainstream

In an electronic age, mortgage closings stand out as particularly cumbersome 
transactions. Come closing day, hundreds of pages of paper land in a thump 
before the borrower, who must then physically sign and initial them in doz-

ens of places.
“While the technology for paperless closings has long been available, few 

lenders have adopted it. But they now have new incentives to do so, which will 
mean a faster, more-streamlined process for borrowers in the next few years.”

I’ll bet that seems like old hat to most of you reading this. Myself and others 
have written a myriad of articles throughout the years with the same exact sales 
pitch. So, what makes those first two paragraphs so significant?

They were written by Lisa Prevost of the New York Times. Yes, the New 
York Times had an article promoting electronic closings. My point is that when 
the mainstream media takes notice and starts writing about and promoting elec-
tronic closings, you know that things are changing.

Does this mean that every lender is going to automatically jump on the e-
closing bandwagon? Of course not, but e-closings are presented like a forgone 
conclusion in the article. So, even the mainstream media is getting behind elec-
tronic closings. That’s significant folks.

In the New York Times article, Kelly Purcell, an executive vice president 
of eSignSystems, a division of the Wave Systems Corporation, put e-closing 
adoption this way:

“The industry is now talking about the 20-minute close. With e-mortgages, 
borrowers will be able to review all their documents on a secure site, then sign 
all but the one or two documents that need to be notarized. Then, instead of 
spending two hours at the closing, you go in and in 20 minutes, boom, you’re 
done.”

I can’t agree more with Purcell. It’s so easy, and it makes so much sense. 
Surely if mainstream media outlets like the New York Times have finally started 
extolling the virtues of e-closings, lenders should at least be paying closer at-
tention. 

EDITOR’S NOTES
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Recovery Tips

All industry participants continue to talk 
about and focus on regulatory compli-
ance. Compliance is a simple expres-

sion — the act or process of doing what you 
have been asked or ordered to do — and is in-
tended to offer reassurance to others. However, 
for many mortgage companies, it still elicits 
trepidation and financial concern. This anxiety 
is not typically caused from intentional misrep-
resentation or illicit business practices, but from 
the related prescribed procedures and complexi-
ties involved in demonstrating adherence to 
new, very specific guidelines and regulations.  

The term compliance is now also tied to a fi-
nancial burden for mortgage companies. This is 
one of the primary reasons for the word’s nega-
tive connotation, derived from lenders’ respon-
sibilities to not only to conform, but to also offer 
transparency to all parties involved. The need 
to adopt new procedures and often technology 
to prove compliance and to remain within the 
guidelines inevitably results in increased costs 
— business’ largest concern and the real issue 
at hand for most.
THE COST OF COMPLIANCE

Mortgage, like many other industries, is be-
ing reshaped by a heightened regulatory envi-
ronment while simultaneously continuing to 
recover from the economic crisis. Bankrate.com 
conducted its annual closing cost survey and 
found that fees have grown by 6 percent since 
2013. Mounting regulations are primarily to 
blame for rising costs of doing business, which 
have left lenders no choice but to pass the ex-
pense on to the consumer.  

Lenders and servicers are still seeking the 
best ways to cope with today’s high level of 
regulatory scrutiny. A large part of the compli-
ance accountability relies on the thorough docu-
mentation of each step in the product sale and 
delivery process. Mortgage lenders must closely 
monitor, track and record virtually every aspect 
and every stage of the process, which initially 
required many to hire additional personnel and 

often create entire departments devoted to com-
pliance to ensure that all rules are followed. 

With agencies like the Consumer Financial 
Protection Bureau (CFPB) putting the micro-
scope over lenders, these companies are more 
accountable than ever for the products and ser-
vices they provide. This is requiring increased 
non-revenue producing overhead, such as the 
cost of reconciling vague or overlapping regu-
lations. Resources are now often reassigned to 
compliance-related activities, like managing 
examinations or answering resulting findings.  

Adapting to change is not a new concept for 
mortgage industry veterans who have long dealt 
with increasing regulatory oversight and market 
cycles. However, the compliance requirements 
encountered today are certainly different and 
more cumbersome due to the underlying veloc-
ity of program modifications and the increased 
burden to provide readily accessible process 
documentation. These companies have largely 
determined that manual and paper-driven meth-
ods for keeping documentation and presenting it 
to auditors and examiners will no longer suffice.
THE COST OF CONSUMER DEMAND 

Consumer preference is moving towards a 
digital process. Just as they have become in-
creasingly comfortable shopping online and 
handling banking transactions through a mobile 
app, they expect to be able to receive mortgage 
documents electronically as well as to sign and 
return forms from any location and at any time. If 
consumers encounter a process that is perceived 

Compliance Is Not The Issue
As mortgage industry leaders, we must consider how 
the adoption of technology can help counter some 
of the unintended consequences of today’s complex 
environment.

By Jeff Knott

The term compliance is now 
also tied to a financial burden 
for mortgage companies. 
This is one of the primary 
reasons for the word’s 
negative connotation.
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as burdensome, costly, or time-consuming, they 
simply research other available, easier options. Due 
to technological advancements, mobile accessibility 

and social connectivity, consumers have access to 
more choices, and the same is true when assessing 
the financial institution or other, non-financial insti-
tution lender they select.  

From a consumer’s perspective, applying for a 
mortgage in today’s technology era should be like 
shopping for everyday items via their phones, tab-
lets and computers. The availability of these modern 
services is crucial for attracting consumers who no 
longer want to have to step foot inside a financial 
institution for assistance or wait for a follow-up 
package to be delivered in the mail. 
THE COST-SAVINGS OF INNOVATION 

Keeping up with consumer demand for an elec-
tronic process not only provides a significantly 
better experience for the prospective borrower, but 
it also incorporates cost saving processes for the 
institution. As mortgage industry leaders, we must 
consider how the adoption of technology can help 
counter some of the unintended consequences of 
today’s complex environment, like the rising costs 
associated with compliance or potential consumer 
avoidance due to notoriously complicated proce-
dures for obtaining a mortgage. Simplifying the pro-
cess through the incorporation of electronic records 
and e-signature functionality is necessary from a 
business perspective, increasing overall efficiency 
while ensuring security and compliance.  Electronic 
processes allow for increased transparency; when 
documents are routed from one party to the next 
through an automated workflow, every step is care-
fully tracked, maintaining an audit throughout the 
duration that remains ongoing throughout the life of 
the mortgage loan cycle.

The mortgage industry will always be document-
centric; however, sharing and signing documents 

electronically allows for tighter controls by limiting 
the number of touch points through which docu-
ments pass, greatly reducing the risk of misplacing 
sensitive documents. Anyone who comes in contact 
with a paper file can remove pages, add entries or 
interfere with authentic entries. Electronic records 
are tamper evident, which makes it easier to detect 
fraud and mitigate the risk of forgery. These prac-
tices ultimately offer substantial security and cost 
saving measures in the midst of the mortgage crisis 
recovery while delivering the interaction and trans-
parency consumers now demand.

Another efficiency gain, aside from regulatory 
and security standpoints, is the option to now merge 
separate conventional and non-conventional loan 
practices into a single platform, as the recent FHA 
policy change to accept e-signatures on mortgage 
documents now allows for a consistent approach to 
e-signed records. Previously, e-signatures were only 
accepted on select documents included in loan files; 
navigating separate process for various loan types was 
a major hindrance to the mainstream adoption of a 
fully electronic process. In addition to fulfilling origi-
nation program requirements, e-signed records will 
also maintain compliance and cope with other height-
ened regulatory scrutiny in the secondary market and 
the review of more documentation. The conversion to 
electronic records for data retention and securing the 
relevant data associated with a loan transaction at all 
stages of its lifecycle will support these obligations. 
VALUE-ADDED RESOURCE FOR E-SIGNED 
RECORDS

At the Electronic Signature and Records 
Association (ESRA), it is our goal and mission to 
ensure professionals across any industry understand 
the benefits as well as the legislation involved in 
the use of e-signatures and documents. Strapped for 
resources and working to handle current, as well as 
future regulation changes, there is no industry in as 
great of a need for technology change and adoption 
as the mortgage business. A priority must be to de-
liver a mortgage shopping and application process 
borrowers find simple, expedient and secure — this 
simply cannot happen without progressive technol-
ogy. Investing in technology is no longer a com-
pliance headache; in some cases, it can contribute 
significantly to a company’s compliance objectives. 
Not to mention, it is an investment that pays itself 
off right away through the elimination of paper, 
postage, courier and labors costs. 

Mortgage, like many other 
industries, is being reshaped 
by a heightened regulatory 
environment while 
simultaneously continuing to 
recover from the economic crisis.  

Jeff Knott is vice chairman, 2014 conference chair, and communications chair for the Electronic Signature 
and Records Association (ESRA) and assistant vice president at Equifax.  He is a recognized leader in driving 
business strategies, product innovation and industry adoption of electronic signatures. Knott has vast 
experience guiding cross-functional teams and introducing creative business solutions as well as managing 
mergers and acquisition transitions. He is known throughout the industry for his contributions in reforming 
IRS policy to allow the acceptance of electronic signatures on Forms 4506-T, 8878, and 8879.
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Your Voice

On Wednesday, April 8 I received an 
official invitation to attend the CFPB 
hosted panel discussion on looking at 

better ways to improve the closing process at 
CFPB’s HQ office in DC.  As I was sitting lis-
tening to all the government agencies sign-on 
in support of this initiative, I was having a sort 
of surreal out of body experience. It was June 
28, 2002 when FannieMae published bulletin 
02-08 announcing they would now begin pur-
chasing this thing called SMART Doc eNotes. 
It was then that I became a bonifide convert and 
believer that this was going to revolutionize the 
way we do business and went in search of a doc 
company to develop and offer the solution.  

What I didn’t know at that time was just 
how long this was going to take. During the 
meeting, Ann Epstein, Director of Change 
Management at Freddie Mac jokingly quipped, 
“eMortgage adoption has only been three to 
five years away for some time now” which was 
an insider joke since that line has been used 
and quoted so many times over the years. The 
real joke being we just didn’t know which 
three- to five-year period this actually was go-
ing to become a reality. Well, after twelve years 
of talking and promoting this, last Wednesday 

was the culmination of what I thought at times 
was a singular effort to evangelize and educate 
people on a better way to do business. I often-
times felt like Don Quixote casting stones at 

windmills. As I expressed my joy to some of 
the other “old timers” who were in the room 
and drank the cool-aid early, “I’m just happy to 
be around to see it finally happen!”
NO MORE EXCUSES

As with any new change or innovation there 
will always be foot draggers, naysayers and 
skeptics but with the new Integrated Disclosure 
reg effective August 1, 2015 there really is no 
longer a choice. I just don’t see how any lender 
can meet these new requirements and be in 
compliance of notifying and tracking accep-
tance by borrowers by maintaining old paper 
based processes and files to prove compliance.  

If you look at the result of the numerous 
lawsuits on the servicing side culminating in 
the $25 Billion National Mortgage Settlement, 

The Day Is Finally Here
I almost can’t believe that I have lived long enough to see this 
day. It’s about time!

By Tim Anderson

From that day in 2002 
I was bitten by the 
eMortgage bug and in the 
words of famed prophet 
and visionary Homer 
Simpson, I say to you now: 
“What took you so long?”

Tomorrow’s Mortgage Executive11
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(this was just one of many) it wasn’t just because 
of the infamous “robo-signing” (which eNotary 
would eliminate) but it highlighted the inherent 
problem with using paper files to document defense 
of replicating a transaction that occurred years be-
fore. They were missing signatures, key disclosure 
and note documents, sometimes they had multiple 
versions, incomplete or incorrect filings and the list 
goes on and on. 
SUPPORTING A TRUE ELECTRONIC 
PROCESS 

From the ability to provide a full electronic (date 
& time stamp) audit trail of who, what, why and 

when everything occurred on the loan from ap-
plication to closing and beyond, to the ability to 
associate and authenticate virtually ALL parties in 
the transaction and control who does what in the 
signing and review process, with “e” the entire pro-
cess is more transparent, compliant and secure. The 
added benefit of retaining the electronic evidence 
for ALL parties to show “proof” of compliance is 
just icing on the cake.   

From that day in 2002 I was bitten by the eMort-
gage bug and in the words of famed prophet and 
visionary Homer Simpson, I say to you now: “What 
took you so long?” 

During his career, Tim Anderson has been involved in many aspects of the mortgage industry and has 
acquired more than 30 years of mortgage and technology experience. Most recently, he has been heavily 
involved on the technology side of the industry, where he played an instrumental role in developing one of 
the first e-mortgage platforms, including e-signature and e-vaulting technologies. At DocMagic, Tim is the 
head of the firm’s eServices Division where he spearheads future “e” initiatives at DocMagic.
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ce I just don’t see how any lender can meet these new 
requirements and be in compliance of notifying and tracking 
acceptance by borrowers by maintaining old paper based 

processes and files.
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MARKET PULSE

How To Get More Referral Business

Consumers now spend most of their Internet time on 
mobile devices, according to a recent BI Intelligence 
report. However, marketers are far behind the curve in 

effectively reaching those consumers. On mobile, CPMs are 
low, ads are often intrusive, and the landscape is fractured by 
operating systems, wireless carriers, device types, and more.

Moreover, mobile also lacks the technical consensus to 
seamlessly deliver ad targeting, delivery, and measurement. 
Put simply, mobile advertising spending and tactics haven’t 
caught up with the upswing in mobile usage.

What’s important about the rise of mobile is that it allows 
people to evade digital advertising, which means marketers 
will be looking for new ways to reach consumers. The answer 
may lie in making an old dog more mobile by teaching him 
some new marketing tricks.

Referral marketing isn’t a new concept, but with smarter 
execution and optimization it makes up for some of mobile 
advertising’s shortcomings. Referral marketing allows for 
precise consumer targeting on a level difficult to achieve us-
ing current mobile ad technology and for multiple delivery 
options, such as email and social. With referrals, personalized 
recommendations for a brand or product are injected directly 
into a user’s pocket—wherever a user happens to be.

How do you revitalize your old referral marketing dog to 
make him fit for mobile? Here are some referral marketing 
tips that marketers should consider when targeting mobile 
users:

>> Kickstart your campaign. At the program’s inception, 
start with an offer structure that’s unique to referrals and rich-
er than other offers, and promote it across online and offline 
channels. That excites customers about the program and gets 
them sharing with their friends. It also establishes a baseline 
to measure against when you boost or reduce the offer in the 
future.

>> Don’t forget about email. Email shares produce the 
highest conversions, making it one of the most effective ways 
to promote referrals. Test which option nets the best results 
to see whether your customers respond better to promotional, 
transactional, or welcome-based emails.

>> Do an on-site promotion with various calls to action. 
Some customers respond better to header images; others may 
be triggered by something on a product page. Optimize and 
test various placements to see what garners the best results.

>> Stay dialed into Facebook. Mobile consumers use social 
channels, so having a dedicated referral program tab that you 
can use on its own or in conjunction with Facebook ad cam-
paigns is important. It can drive up to 15% of referrals!

>> Retarget. Retargetting is effective across all channels 

Tomorrow’s Mortgage Executive15
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MARKET PULSE
because it keeps the program top of mind for customer ad-
vocates, so they’ll continue to share again and again.

>> Layer in episodic campaigns. Evergreen referral 
programs work best in conjunction with episodic cam-
paigns. Whether weekly, monthly, quarterly, or annually, 
remind your customers of their and their friends’ opportu-
nities to earn rewards.

As with any campaign, how you promote your program 
is just as important as optimizing each step of your user 
experience and the incentive offer. By testing and optimiz-
ing, marketers can learn how their customers respond on 
mobile devices and make their referral campaigns as effec-
tive as possible.

To find out more about how to bulk up your referral pro-
gram, check out the following infographic:

Tomorrow’s Mortgage Executive17





Process Improvement

We all know this story: origination 
volume is going to decrease this year 
and interest rates are going to rise. In 

fact, the extent to which volume decreased in the 
first quarter was not predicted, it took a nosedive. 
Also, we’ve now transitioned away from a refi-
heavy market to a purchase-heavy market.

What does this mean? It means that lenders are 
going to have to work harder for every deal. As a 
result, the good LOS systems are stepping in to 
help out. Recently we’ve seen prominent LOS 
players buy CRM systems and roll them into their 
core offering. Why are they doing this? Lenders 
need advanced CRM technology to help them win 
the battle for the borrower.

But it’s not enough to just buy a CRM, you 
have to tightly integrate it and repeatedly update 
it. For example, Mortgage Builder recently ac-
quired LoanXEngine and have updated it quite a 
bit. LoanXEngine 7.0, the new and improved ver-
sion, represents the culmination of the platform’s 
six years of highly praised and innovative work in 
bringing efficiency and cost savings to the mort-
gage origination sector and its borrowers.

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 pre-

mium 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, con-
ventional and government loan products 
and other considerations;

 » Redesigned and improved non-qualifying 
product reporting, including detailed fail-
ure to qualify reasons and website links for 
further investigation;

 » Enhanced mobile device viewing, for tab-
let and mobile phone viewing ease;

 » Improved wholesale channel home page 
and workflow for greater functionality for 
third party originators;

 » Integration with LendingTree’s 
LoanExplorer, the all-new version of the 
company’s popular consumer-facing mort-
gage comparison and leadsource 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 technology avail-
able 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 com-
mon platform that is easy to use,” she explains. 
“Whether using LoanXEngine, our Architect LOS 
and the Colonnade LSS together or independently, 
lenders now have options for excellence they 

LOS Players Have To Step Up
As the mortgage market returns to primarily a purchase environment, 
a good LOS will step up to help lenders connect with borrowers.

By Tony Garritano

Ideally, lenders want to handle 
every step, from prospect 
quotes through origination, 
secondary marketing and 
servicing, all on a common 
platform.
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never had before.”
Mortgage Builder is not alone. Ellie Mae also 

recently acquired a CRM, MortgageCEO and have 
been aggressively updating it. Ellie Mae launched 
Encompass CRM, an advanced customer relation-
ship management (CRM) and marketing automation 
solution.

Encompass CRM, formerly MortgageCEO, is 
a scalable suite of automated sales and marketing 
tools that allows mortgage lenders to manage and 
market contacts in a compliant manner, leverage 
lead management and lead distribution capabilities 
and develop and manage relationships with Realtors, 
third-party originators or other trusted and valued 
relationships. Encompass CRM streamlines the pro-
cess of converting leads to loans and eliminates the 
need to update multiple systems that can create data 
inconsistencies and introduce compliance and audit 
concerns for lenders.

Encompass CRM allows mortgage lenders to:
 » Promote compliance in all borrower 

communications.
 » Build and manage referral partner relation-

ships with Realtors, homebuilders, financial 
planners, attorneys and others.

 » Manage future, former and current borrower 
contacts.

 » Manage, nurture and convert mortgage leads 
within Ellie Mae’s Encompass mortgage 
management solution.

 » Gain efficiencies with automated marketing 
campaigns.

 » Generate more purchase leads with online 
homebuyer marketing tools and interactive 
websites.

 » Stay in contact with clients across multiple 
loan channels.

 » Track the effectiveness of marketing and 
sales campaigns with comprehensive report-
ing capabilities.

 » Recruit and retain top mortgage professionals.
With Encompass CRM, a loan originator (LO) 

can quickly create marketing campaigns for pros-
pects, customers and referral sources. Campaigns 
and emails can be automatically triggered at key 
milestones in the origination process or over the 
life of the relationship. Relevant, audience-specific 
content is available through a library of professional 
email templates or can be easily created. Online 
scheduling makes LOs more productive and prompts 
follow-ups and tasks. All contacts, marketing mate-
rials and scheduling can be accessed securely via 
any mobile device.

Encompass CRM helps lenders demonstrate the 
steps taken to oversee sales and marketing compli-
ance. In the event of an audit or complaint, a lender 
will know who created the marketing piece, who 
approved the marketing piece, who sent it and who 
received it. This gives lenders much greater insight 
and visibility into their entire sales and marketing 
organizations.

Encompass CRM also tracks what prospective 
clients are doing on company websites, what pages 
they are visiting and what they are searching. This 
enables proactive companies to identify potential 
borrowers at the earliest possible opportunity.

Business managers can use Encompass CRM to 
build realistic forecasts, gain greater insight into 
their sales pipeline and monitor the effectiveness of 
individual and branch performance as well as mar-
keting campaigns.

Unlike standalone CRM systems, Encompass 
CRM can be integrated into the Encompass platform 
so that data can move seamlessly and is stored in 
a single, secure system of record, eliminating data 
integrity issues. Currently, Encompass CRM is in-
tegrated through Ellie Mae’s software development 
kit. In the future, it will be fully integrated into the 
Encompass mortgage management software.

“Mortgage lenders are scrambling to make the 
transition from a refinance to a purchase market, but 
many do not necessarily have a specific plan of how 
to get there,” said Jonathan Corr, president and chief 
operating officer of Ellie Mae. “Advanced CRM and 
automated marketing tools are no longer nice to have, 
but rather, are a necessity to be competitive and to 
thrive. With Encompass CRM, mortgage lenders can 
be more productive, build relationships and drive 
purchase conversions. Furthermore, the capabilities 
within our CRM solution and our single system of 
record helps our clients stay compliant.”

So, the good LOS systems are expanding their 
capabilities to help lenders through these changing 
times.  
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Advanced CRM and 
automated marketing tools 
are no longer nice to have, 
but rather, are a necessity to 
be competitive and to thrive.

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

Last month, we looked at how the auto-
motive industry as a whole responded to 
their challenges. They made improve-

ments to their process and required their third-
party suppliers to adhere to the same standards. 
They made improvements to the overall quality 
and efficiency of their product offerings. They 
made major commitments to enhance safety. 
They focused on the consumer and leveraged 

technology in ways not thought about just a few 
years back. Certainly, some of this was driven 
by government intervention and regulations. 
But, you can’t ignore the fact that the automo-
biles today are significantly better in all areas 
then what was produced in the past. 

What can we say about the mortgage 
industry? Let’s start with an overview of the 
current market conditions. Doug Duncan, Chief 
Economist at Fannie Mae recently said, “The 
housing recovery continues to proceed in fits 
and starts. Rising mortgage rates and a lack of 
supply have dampened housing market momen-
tum. Those who still harbor doubts about hous-
ing, tend to point to economic conditions as the 
primary issue.” The National Association of 
Realtors (NAR) annual survey showed the top 
response was the consumer’s desire to own a 
home and the desire to own a larger home came 
in a distant second. 

What can we say about homeownership? 
According to Redfin, National home prices 
have experienced double-digit increases the 
past two years. In contrast, inflation-adjusted 
median household income is nearly the same as 
it was 25 years ago. “I don’t think people have 
necessarily stopped dreaming about homeown-
ership; I think many are facing a nightmarish set 
of marketplace realities making that dream hard 
to realize,” said Rick Sharga, former mortgage 
company president and current EVP at Auction.
com Those harsh realities can be boiled down 
to two key structural challenges, according to 
Sharga. “Wage stagnation, particularly in the 
middle class, and stringent new lending rules.” 
In three recently completed focus groups, Tom 
Ward, founder of Path2Buy Homeownership 
Coaching Program, discovered their top two 
home owning concerns are the status of mort-
gage interest and real estate tax write-offs and 
uncertainty about whether the value of the hous-
ing market will ever appreciate as it once did. 
Historically, the first-time buyer accounted for 
nearly 40% of all residential purchase transac-
tions. But that number is trending downward.

First-time homebuyers are concerned: Do 
I buy or do I rent? A recent series of articles in 
The M Report covered this segment. Analysts at 
Realtor.com compiled a list of cities across five 
categories that have the biggest impact on buy-
ers new to the market: list price affordability, 
time on market, employment rates, supply of 
inventory and location. Steve Berkowitz, CEO, 
explained how these market economies can ex-
pect to benefit from the crucial first-time buyer. 
“First-time buyers have a widespread impact on 
the local housing markets. In transitioning from 
renters to owners, new buyers pay property 
taxes and other fees and taxes associated with 
homeownership that benefits local services and 
services.” 

“The focus needs to shift back to what it was 
when our parents made the decision to buy a 

It’s About The Consumer Pt. 2
The application of technology has the biggest upside and also 
presents the biggest challenges for the mortgage industry.

By Roger Gudobba

Taking out a mortgage is 
one of the biggest financial 
decisions a consumer will 
ever make, said Richard 
Cordray, CFPB director.
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home. Shelter and a place to raise a family were the 
primary concerns. If house prices go up, then it’s a 
bonus; it’s not automatic. Build equity the old fash-

ioned way, one month at a time. If you take a 30-year 
fixed-rate loan, eventually your payment will be less 
than your rent, since that increases every year.”

Looking at loan origination in a new light. I have 
known Garth Graham, from the Stratmor Group, for 
many years and always found him to be very insight-
ful, imaginative, inquisitive and entertaining. His 
recent article, “Why Can’t Mortgages Be More like 
College Admissions?” is a great example. His article 
states, Today, college applicants have something 
called the “Common App,” which allows the appli-
cant to put in all of the pertinent information, your 
rough GPA, your class rank, extracurricular activities 
and then it automatically pulls in your SAT scores, in 
one place. Any college that accepts that is one click 
away from your application. Imagine what it would 
be like if mortgage banking worked that way. You 
could put all of your information into a common on-
line app—your income, your assets—and the system 
then pulls in your credit score. So, in the perfect mort-
gage application process, the borrower could press a 
button and send out all the data, saying “I want to 
apply to these specific lenders.” Those lenders would 
then, through whatever process they choose, provide 
an answer. And we, by the way, are nowhere near that 
at this point in the mortgage industry.

In a follow-up article, Garth wrote, “Several folks 
commented that we already had automated decision-
ing in the form of the agencies’ automated underwrit-
ing engines (DU and LP) and therefore that my con-
cept was not that radical. While it is true that we have 
a standard data set that we use for automated deci-
sions through DU, what we don’t do is allow consum-
ers (with or without help) to fill out one data package 
and submit it to multiple lenders. Instead, consumers 
are being forced to use a different interface for each 
lender, who then creates a single data file to submit to 

the AUS for a decision.”
Looking at the technology of the future home-

buyer. Garth goes on to say: “The common applica-
tion method used by colleges is not their only impres-
sive use of technology. First off, every school uses 
email and text to communicate status, and encourages 
you to create an online account to monitor your status. 
I am still amazed at how many mortgage companies 
still don’t do this, or when they do they use mortgage 
jargon instead of real worlds to describe your status. 
Of course, many of these colleges are competing for 
the attention of a different generation of users, so they 
use email, text and social media to communicate. And 
guess what happens when this generation graduates, 

gets jobs, saves up money and wants to buy a house? 
They are going to expect that lenders are going to 
communicate with them this way, too.”

There are some positive signs that the industry is 
moving in the right direction. A recent article in the 
M Report stated, “According to the JD Power 2013 
U.S. Primary Mortgage Origination Study satisfac-
tion across the industry increased for the third year 
in a row. The study ranks originators by taking into 
consideration four factors: application/approval pro-
cess, loan representatives, closing and contact with 
lenders. 

Of note is the fact that Quicken Loans earned 
the highest ranking for the fourth year in a row.” 
Personally, I believe it is because of their focus on 
the consumer. Next month, we will continue this 
discussion. 

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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The application of 
technology has the biggest 
upside and also presents the 
biggest challenges for the 
industry.
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We all know that volume has decreased 
much more then expected. While you 
may be struggling or planning your 

fiscal future in the wake of emerging trends, now 
is not the time to pull back. The successful lend-
ers and vendors will remain active in telling their 
story and advancing the overall mortgage market. 
The bottom line is that every successful company 
needs a content marketing strategy to thrive in the 
current mortgage market.

In the article “10 Steps to Scale Your Content 
Marketing Strategy” by Taylor Radey, she outlines 
10 steps that you can follow to scale your content 
marketing strategy to fuel more efficient, effective 
and plentiful content creation. Here’s what she 
suggests:
1. CREATE YOUR INITIAL CONTENT 
MARKETING STRATEGY

If you haven’t already done so, create a docu-
mented content marketing strategy that aligns with 
your organizational goals. Put an end to the need-
it-yesterday hunt for content. It’s a bad habit that 
stifles creativity, causes burnout, and allows low-
quality ideas to slip through. A thorough content 
marketing strategy will help your team:
• Align content production with business goals 

and buyer needs;
• Allocate internal resources more effectively;
• Achieve greater relevance by mapping content 

to major events, holidays, and seasonality; and
• Address gaps in content proactively, whether 

related to specific keywords, buyer personas, or 
stages in the sales funnel.
A detailed yet adaptable plan is best, but even 

a basic content calendar of topics, company mile-
stones, and industry events will help reign-in the 
chaos that can result from an unstructured content 
program.
2. DEVELOP A PRODUCTION PROCESS

Next, make sure you’ve put the necessary 
processes in place to manage the flow of content 
creation, distribution, and measurement. Keep in 
mind that good process creates guardrails, not road-
blocks, allowing your team to run with the content 

marketing strategy you’ve created. Consider:
• Who: Writers, editors, publishers — key mem-

bers of your organization, including relevant 
stakeholders in other departments, should be 
aware of who’s in charge of content, and what 
their specific responsibilities are.

• What: Blog posts, eBooks, infographics, vid-
eos… what types of content is your target audi-
ence looking for, and what is your team capable 
of delivering to them? On an individual level, 
what buyer persona and buying cycle stage 
will each content asset address? What is the 
intended goal or call to action for each piece 
of content? Make sure you define these param-
eters in advance.

• When: Establish publishing frequency, and 
work backward to create intermediary dead-
lines for internal editing and review. Build in 
enough time to avoid sloppy work and regulate 
a steady pipeline of content.

• Where: Your team should have shared access to 
both the content calendar and working drafts. 
Too much time is wasted hunting down the 
latest version or trying to remember whether a 
post was finalized for publishing. Keep the lat-
est status and file name of each content piece 
in a centralized location for ubiquitous access.

3. DEVELOP WRITER SPECIALIZATION
Subject matter expertise is essential to efficient-

ly written and technically sound content. Delegate 
projects that actively develop writers’ knowledge 
around specific topics, or “beats.” Segment by 
product/service, vertical, buyer persona, or edito-
rial themes. If your team is small, invest in neces-
sary training and educational resources, or pull in 
an agency to supplement content creation efforts.
4. HOLD REGULAR EDITORIAL MEETINGS

Turn your team into a publishing engine through 
editorial meetings. Bring together the organiza-
tion’s content producers regularly to:
• Foster creativity through consistent brainstorm-

ing sessions;
• Uncover unique brand stories waiting to be 

harvested;

Business Strategies
Speak Up, Don’t Go Silent
Despite decreasing volume and increasing regulation, now is the 
time for future industry leaders to emerge.

By Michael Hammond
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• Evaluate the strengths, weaknesses, and perfor-
mance of existing content;

• Discuss industry news and trends, and take advan-
tage of real-time news-jacking opportunities; and

• Provide a forum to strategize and prioritize con-
tent production.
Each idea brought to the meeting should pass 

through a conversational filter to discuss the idea’s 
value, explore alternative angles, select topics for 
production, prioritize importance, and make sure all 
topics fit into your larger content marketing strategy.
5. TAP INTO SUBJECT MATTER EXPERTS 
AND USER-GENERATED CONTENT

You don’t have to go it alone. Bring others into 
the process of content marketing, including sales, 
product experts, and even your customers. Make the 
most of employee-generated content, user-generated 
content, and customer advocates. Not only can their 
involvement lessen the burden of content creation, 
it can also lend greater authenticity to your content, 
help your team get executive buy-in more easily, and 
add richer detail to the stories you tell.
6. REDUCE, REUSE, REPURPOSE

If you’re not repurposing content, you’re doing it 
wrong. Combine, reuse or rethink content in new and 
unexpected ways to generate more with less effort. 
In addition to getting more mileage from each topic, 
repurposing challenges you to re-create valuable 
content assets for different buyer personas and verti-
cals — making content highly targeted and relevant.
7. GARNER INTERNAL SUPPORT 
TO INCREASE BUDGET

One of the more straightforward approaches to 
scaling your efforts is to draw in greater budget. To 
earn buy-in from budgetary gatekeepers, be proac-
tive and prepared in conversations, and regularly 
share current performance and wins to build trust and 
bolster support. Added budget can be used to build 
up internal resources or fund wish list content mar-
keting projects, like a video or infographic.
8. BE SELECTIVE WITH 
CONTENT PRODUCTION

When creating new content, make sure your time 
is spent on projects capable of delivering the greatest 
value. Throughout each stage of the customer jour-
ney, figure out which specific pieces of content will 
cater best to your personas’ current needs.

Start by mapping existing content to specific 

personas across the sales cycle, and then prioritize 
topics that will fill the gaps. Already done this? 
Evaluate your content’s performance — revamp the 
least successful assets, and better promote the most 
successful. Make your content work for you.
9. BEFRIEND DATA

Building on Step 8, track performance through 
quantifiable metrics, and leverage this data to allo-
cate resources toward top-performing subjects and 
formats. Once you’ve defined the objectives and 
key performance indicators (KPIs) that will serve 
as benchmarks for content success, you’ll be able 
to analyze current activities, evaluate performance, 
define next steps to improve weaknesses and build 
upon strengths, and calculate ROI. Consider estab-
lishing a schedule like the following to ensure that 
you stay on top of your metrics:
• Daily: Quickly monitor analytics technology for 

spikes and anomalies. Investigate as necessary.
• Monthly, quarterly, and annually: Record KPIs, 

looking for trends and potential contributors.
• As needed: Plan for spot-checks into your analyt-

ics now and again to evaluate the performance of 
new content initiatives or particularly innovative 
content projects.

10. PREPARE FOR THE NEXT 
GENERATION OF CONTENT MARKETING

You may be creating content successfully now, but in 
order for your strategy to scale as your content efforts 
expand, you should also be prepared to leverage that 
content to its fullest potential. Create integrated con-
tent strategies that combine best practices in blogging, 
SEO, social media, PR, email marketing, lead nurtur-
ing, and marketing automation for maximum impact.
TAKING THE FIRST STEP

Reevaluating your content marketing strategy 
may seem overwhelming. But if your current ap-
proach seems unsustainable, it’s a problem you 
can’t afford to ignore.

Your brand is vying for visitors, subscribers, 
leads, and sales, and content should be an ever-
growing piece of your marketing strategy. But in 
order to scale to a level where your content can con-
tinually adapt to the challenge of breaking through 
the ever-increasing digital clutter and noise, you’ll 
need to prepare your team with efficient processes, 
integrated technology, and an intelligent strategy 
that can rise to any occasion. 

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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the flow of content creation, distribution, and measurement.  

Keep in mind that good process creates guardrails, not roadblocks.



 By Sanjeev Malaney

The mortgage industry has long struggled to ensure the 
quality, transparency and auditability of loan information. 
Today that can all change.

Achieving 
DATA 
INTEGRITY

Achieving 
DATA 
INTEGRITY

The mortgage industry has 

long struggled to ensure the 

quality, transparency and audit-

ability of loan information. The re-

cent uptick in buyback requests in 

the market has left lenders scram-

bling. In recent years, regulators 

have worked to ensure that proper 

oversight is in place to authenti-

cate loan information throughout 

the loan process and to promote 

data quality controls. 

Data integrity, maintaining the 

accuracy and consistency of loan 

data throughout the loan lifecycle, 

continues to be a challenge for the 

mortgage industry. 
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Over the past few years, regulations 
have made operating in the industry 
increasingly complex. Operating in 
this increasingly complex environment 
has forced lenders to search for ways to 
manage these new compliance require-
ments, while still maintaining loan vol-
umes and remaining profitable. Faced 

with these new challenges, the industry 
is discovering that traditional lending 
technologies are not up to the task. To 
achieve true data integrity that drives 
business objectives today, lenders must 
adopt more advanced document man-
agement technology solutions that not 
only increase operational efficiency 
through paperless processes, but also 
ensure loan health through data capture 
and validation, and automate compli-
ance efforts. 
LOS AS SYSTEM OF RECORD 
VS. SOURCE OF TRUTH

Many lenders mistakenly believe 
that their LOS, as their system of re-
cord, provides an accurate picture of 
the data associated with a loan. In real-
ity, an LOS simply acts as a system of 
record, storing and listing information, 
which can be entered incorrectly or 
mistakenly changed over the lifecycle 
of a loan. While the best sources of 
data associated with the loan are the 
original documents used in the loan 
process, LOSs don’t provide the lender 
with the appropriate tools to easily 
locate the data on the original docu-
ments and compare it with what is in 
the LOS. The only way to maintain 
data integrity is to use document man-
agement technology that makes it easy 
to compare data in the system with the 
data on the original documents. This 
technology enables the lender to deter-
mine discrepancies in the data, missing 

data, or missing documents, replacing 
the time-consuming, costly, and error-
prone “stare and compare” process 
commonly used today.

In addition, many lenders are real-
izing that the document imaging “fea-
ture” included with their LOSs don’t 
meet the demands of today’s lending 

environment. The benefits of using a 
document imaging system that is sepa-
rate from an LOS are many. Doing so 
takes advantage of the advanced capa-
bilities available in a top imaging solu-
tion, such as the ability to capture doc-
uments from multiple channels (email, 
fax, print driver, etc.) to a single inbox, 
and automated document recognition 
(ADR).  With ADR, loan documents 
are automatically sorted, recognized, 
named, and indexed for the user, sig-
nificantly improving the efficiency and 
accuracy of the loan processes. 
ACHIEVE LONG TERM 

LOAN HEALTH
Accurate data means higher quality 

underwriting, it’s that simple. Technol-
ogy designed to ensure data integrity 
improves the consistency and quality 
of loan information from all sources 
and reduces the risk of fall out during 

origination. 
Paper-based processes in the mort-

gage industry include loan applications, 
disclosure management, submission of 
loans from branch offices or TPOs to 
centralized underwriting, verification 
of documents and data for complete-
ness and correctness, sharing docu-
ments with service providers, dealing 
with changes at closing, and packaging 
and delivery of loans to investors. It is 
unfathomable to think that there is any 
way to manually safeguard these pro-
cesses from error. With today’s docu-
ment management technology, it is 
possible to identify loan defects early 
on, instilling confidence in the lender 
and investor that a loan is comprised 
of sound information, and reducing the 
chance of a loan slipping into default 
and minimizing the repurchase risk for 
lenders. With document management 
technology that aids in data integrity, 
the ability to manage risk is greatly 
increased. 
ENSURE COMPLIANCE 

Regulators have created wide-
reaching rules requiring the accuracy 
of loan files and the maintenance of a 
comprehensive record of signed docu-
ments. The key to ensuring compliance 
and preparing for an audit is employing 
a document management system that 
supports and facilitates accurate report-
ing. The best document management 
technology solutions remove manual 

entry processes and their inherent risks, 
and also provide an audit trail from the 
beginning to end of a loan’s lifecycle. 

Effectively communicating with 
and receiving accurate information 
from the multiple parties involved in 
originating a mortgage is just the be-

To achieve true data integrity that 
drives business objectives today, 
lenders must adopt more advanced 
document management technology.

Many lenders mistakenly believe 
that their LOS, as their system 
of record, provides an accurate 
picture of the data associated  
with a loan.  
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ginning of what a lender should strive 
for. To navigate the increasingly com-
plex regulatory environment, lenders 
must rely on technology that offers 
them easy access to and full control 
of their entire universe of loan data.  A 
comprehensive document management 
system tracks missing or incomplete 
documents, validates the data used to 
make lending decisions, and records 
the history of changes made to any 
piece of data. When an audit does arise, 
standardized workflows and reporting 
functions further streamline processes 
and help facilitate further investiga-
tion. If a lender stores paper loan files 
in boxes or in storage rooms, they put 
confidential information at risk of theft. 
If paper loan files are destroyed, there 
is no way to fully recover that data. 
Cloud-based document management 
systems store all loan files in the cloud, 
meeting retention requirements and 
allowing them to be securely accessed 
from any location. In the event of an 
audit, an automated system enables 
lenders to gather information rapidly 

and have the history of all correspond-
ing communications relevant to that 
loan at their fingertips, stored in a 
single repository.

Tougher regulations have changed 
nearly every aspect of the lending 
process, prompting a shift towards a 
more quality-focused lending model. 
The rate of change in the regulatory 
environment of the mortgage industry 
is staggering, and lenders have found 
themselves navigating a much more 
complex market than ever before. 
To remain competitive, lenders must 
address data integrity and risk man-
agement with sophisticated technol-
ogy, making their processes leaner 

and more efficient. Using technology 
solutions to simplify the origination 
of new loans reduces risk, increases 
customer satisfaction and enhances 
profitability. Applying a document 
management system to loan origination 
is a practical way to apply tools to meet 
business goals and manage compliance 
cost-effectively. Lenders must remem-
ber that the integrity of loan file data 
is a determinate of the lender’s profit-
ability. Re-engineering these processes 
with secure and reliable automated 
workflows allows for higher productiv-
ity, lower cost per loan, reduced errors 
and duplicated efforts, higher quality 
loans and better compliance. 

About the Author
Sanjeev Malaney is co-founder and chief executive officer of Capsilon, 
a provider of comprehensive cloud-based document management 
solutions that enable mortgage lenders and investors to increase 
productivity and lower costs, while ensuring compliance. The 
company’s flagship product, DocVelocity, is an imaging solution that 
provides document capture, collaboration, delivery and retention, 
eliminating the inefficiencies inherent in paper-based processes. For 
more information, visit the company’s website at www.capsilon.com.
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Executive Interview

A Changing 
LANDSCAPE
A.R. Smith asserts that mortgage banking is at a critical 
stage as profit margins are being squeezed and costs 

and efficiencies need to be managed closely.

How do lenders adapt to changing regulation? A.R. Smith is an experienced executive 
consultant with over 25 years in mortgage banking, which includes all aspects of origi-
nations, operations, servicing, secondary marketing, human resources and technology. 

She has a proven track record in creating systems and models to achieve an organization’s strate-
gic objectives, with an emphasis on applying technology and human talent to complex solutions. 
In this interview she talked to our editor about how the mortgage industry has changed and what 
lenders need to do going forward to remain both compliant and competitive.

Q: How did you get into mortgage banking?

A.R. SMITH: As the daughter of a dairy farmer in central Pennsylvania, I first learned about 
lending when taking a job at Farm Credit Services. I had responsibilities at a branch for doing 
all aspects of lending for mortgages and short-term loans. I also did title search work for the 
mortgages by taking weekly trips to the courthouse. Times have certainly changed, but I am so 
glad to have had the opportunity to understand the process of how to do all aspects of lending 
without the technology. It was an excellent foundation for what would become my career in 
mortgage banking.

In 1988, I was hired by a Savings and Loan Bank to migrate their manual processes (we were 
using typewriters and TIL machines in the 80’s) to an integrated software platform that would 
be a central customer database, print laser forms and perform the calculations for the disclosure 
documents. It was a transformational change to the organization. I remember going around the 
bank one night and taking away all the typewriters that were used to create application and 
disclosure documents so that the employees would be required to use the system to fulfill all the 
loan requirements for closing.  

It was my first experience as a “hands-on change agent” for an organization. After completing 
that initial project, I took on additional responsibilities for the servicing portfolio and lead an-
other platform change for managing all the activities of servicing as well as integrating multiple 
third-party vendors into the process. My responsibilities expanded to include managing all the 
operations as the bank’s COO, in addition to taking on the CIO responsibilities. With this experi-
ence, I was hooked on mortgage banking and applied technologies.

Q: How has the mortgage industry changed since your early days at Farm Credit Services?

A.R. SMITH: The changes in technology are light years from where it was when I started in the 
mortgage industry. Our company was a beta site for Freddie Mac’s automated underwriting 
system in the early 90’s. Technology is now a business imperative in the mortgage landscape.

Technology is touching every aspect of the mortgage process. There are now multiple inves-
tors for loan and servicing purchases resulting in the rise of pricing engines, and the automation 
of appraisal, credit, marketing, loan accounting and loan origination to name a few. There are 
more powerful LOS solutions for lenders of all sizes leveling the playing field while allowing 
all lenders to use today’s most advanced technology. In addition, the cloud has reduced the 
significant investment in hardware and technology infrastructure. 
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Q: As a former CIO, how has technol-
ogy’s role in the mortgage industry 
evolved?

A.R. SMITH: With technology now be-
ing a business imperative, today’s CIOs 
need to be a part of the strategy for the 
organization delivering solutions that 
have a return on investment through 
creating efficiencies and competencies 
of the organization. Technology in the 
past was viewed as a “tool”, whereas it 
is now an integrated business solution. 
With the influx of technology solutions 
and the constantly changing mortgage 
and technology landscape, there needs 
to be a higher level of expertise and 
ability to create strategies for execu-
tion.

Q: How has the industry approached 
technology in the past?

 
A.R. SMITH: Often the strategy to solve 
one’s issues with integrating technol-
ogy within an organization is by hiring 
IT staff, such as an analyst, developer, 
or CIO depending on the size of the 
organization. However, often it is ad-
vantageous to hire a person who has a 
broader understanding of the overall 
operations to ensure strategies are ap-
plied that optimize business processes 
through increasing revenue and effi-
ciencies while decreasing costs. That 
person needs to be strategic, conceptual 
and have the experience to understand 
operational issues and how to solve 
them through applied technologies.  

If that person does not exist within 
the organization, a consultant should 
be selected using the same criteria of 
a new hire to create and execute the 
integration of technology solutions to 
all facets of the mortgage process. Of-
ten organizations will settle for getting 
the fundamentals right that support the 
business, such as ensuring that the sys-
tems do not “crash”, having adequate 
response times and systems that do not 
cost much. However, the greatest re-
turn on investment for any organization 
is the integration of the technology to 
solve corporate and operational issues.

Q: You have transitioned from the lend-
er side to now consulting, what lead to 

that decision?  How has your experi-
ence as a former CIO/COO helped you in 
your consulting business?

A.R. SMITH: When working as a COO 
in a bank-owned mortgage company 
20 years ago, one of the bank’s board 
members was an owner of a foundry 
who taught me the principles of “lean 
manufacturing” and its application to 
the mortgage banking environment. 
Those principles were not part of the 
LOS platforms at that time; however, 
we adapted our LOS system to create a 
workflow model for efficiency through 
the principles of lean manufacturing. 
We were successful in reducing turn 
times from application to closing, mea-
suring performance of individual roles 
for productivity, identifying opportuni-
ties for growth and integrating support 
functions to include accounting and 
human resources.

I had the opportunity to be part of the 
group that founded American Home 
Bank in central Pennsylvania that orig-
inated mortgage loans in over 30 states, 
which included retail, wholesale, 
construction and correspondent lend-
ing. As a growth company, systems, 
processes and workflow were critical 
to facilitate our ongoing growth. After 
the sale of the bank in 2010, I began 
consulting to focus on assisting other 
mortgage company executives to in-
corporate those execution strategies us-
ing those lessons learned in developing 
processes to integrate operations and 
technology. It was my desire to assist 
other companies to adopt the power of 
technology to grow their business and 
view their technology platform as criti-
cal in executing corporate strategies.

Q: What are the biggest challenges that 
mortgage lenders face and how can 
they be fixed in your opinion?

A.R. SMITH: Mortgage banking in recent 
years has experienced a move by LOS 
platforms to workflow management 
similar to what other industries have 
done. However, the LOS is limited by 
the application of the workflow process 
in an organization if the strategy and 
employees of the organization do not 
embrace the power of the workflow to 

increase efficiencies and enhancing the 
customer experience.

Mortgage banking is at a critical stage 
as profit margins are being squeezed 
and costs and efficiencies need to be 
managed closely while balancing the 
needs of the regulated environment. 
The best strategies to accomplish this 
balance are through using technology 

that manages the customer experience 
and measures the cost of acquiring a 
new customer. In addition, efficiencies 
in operations and supporting func-
tions such as accounting and human 
resources that reduces the dependency 
on manual or redundant efforts in the 
workflow process are strategies that 
address lenders’ biggest challenges. 

Those solutions often involve 
third-party vendor solutions that must 
integrate with the core LOS platform. 
Mortgage banking is fortunate to have 
competing vendor solutions allowing 
price and suitability issues to meet 
those corporate objectives.

Industry 
Predictions
A.R. Smith thinks:

1. Mortgage banking 
will need to employ 
continued vigilance 
around meeting 
regulatory requirements 
and documentation 
of those policies, 
procedures and 
systems, which are 
critical in responding 
to the regulators.  

2. Strategically deployed 
technology will 
drive operational 
efficiencies to compete 
in today’s market.

3. Mortgage banking will 
need to continue to 
introduce innovative 
technology solutions 
to the new generation 
of borrowers who 
are Internet savvy.
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Q: How does an organization accom-
plish these goals of efficiency and 
integrated technology as a solution to 
tightening profit margins?

A.R. SMITH: A strategic focus and desire 
by the organization to diagnosis their 
workflow, systems and people that 
results in action plans for transforma-
tion change within the organization is 
needed. It is often difficult for an orga-
nization to do this process on their own 
because of lack of time and knowledge 
or because of high loyalty to existing 
employees who may be blockers to the 
much needed changes.

I tell clients that often a consultant 
is like surgeon. You may have back 
pain and try to resolve the pain through 
drugs, cold packs and targeted exer-
cises. However, you often cannot fix it 
yourself, it requires the expertise of a 
surgeon to diagnose the underlying is-
sues and set a plan of action for a full 

recovery, which requires change in our 
behaviors and willingness to accept the 
advice of the skilled surgeon. Often 
organizations try to resolve their tech-
nology and efficiency issues, but can-
not get to the core issues without the 
assistance of a skilled consultant who 
diagnoses the core issues and can make 
recommendations for those transforma-
tional changes.  

It is critical that the consultant is 
strategic and conceptual and has prior 
executive management experience in 

integrated processes in all aspects of 
mortgage banking. All aspects of the 
company need to be examined, includ-
ing sales, operations, secondary, ac-
counting, funding and servicing. In ad-
dition, the consultant should be able to 
provide assistance in execution through 
multiple disciplines in sales, operations 
and technology. I believe it is a good 
time to invest in technology and op-
erational efficiencies to increase profit 
margins and prepare for the growth in 
origination in the next 2-5 years.   
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WHO
Will Fill

The  Gap

By Barbara Perino 
and Rebecca Walzak

Rule 20 took effect after a specified event 
or period of time, to enable borrowers with 

less income to make the initial, smaller loan 
payments. Some qualified borrowers accord-
ing to whether they could afford to pay the 
lower initial rate, rather than the higher rate 
that took effect later, expanding the number 
of borrowers who could qualify for the loans. 
Some lenders deliberately issued loans that 
made economic sense for borrowers only if 
the borrowers could refinance the loan within 
a few years to retain the teaser rate, or sell the 
home to cover the loan costs. 

As the fate of the GSEs is decided, I 
wonder who or what can take their place 
and keep the mortgage industry going.
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Some lenders also issued loans that 
depended upon the mortgaged home to 
increase in value over time, and cover 
the loan costs if the borrower defaulted.

Still another risky practice engaged 
in by some lenders was to ignore signs 
of loan fraud and to issue and securitize 
loans suspected of containing fraudu-
lent borrower information. These prac-
tices were used to qualify borrowers 
for larger loans than they could have 
otherwise obtained. When borrowers 

took out larger loans, the mortgage bro-
ker typically profited from higher fees 
and commissions; the lender profited 
from higher fees and a better price for 
the loan on the secondary market; and 
Wall Street firms profited from a larger 
revenue stream to support bigger pools 
of mortgage backed securities. The 
securitization of higher risk loans led 
to increased profits, but also injected 
greater risks into U.S. mortgage mar-
kets. 

Some U.S. lenders, like Washing-
ton Mutual and Countrywide, made 
wholesale shifts in their loan programs, 
reducing their sale of low risk, 30-year, 
fixed rate mortgages and increasing 
their sale of higher risk loans. 21 Be-
cause higher risk loans required bor-
rowers to pay higher fees and a higher 
rate of interest, they produced greater 
initial profits for lenders than lower 
risk loans. In addition, Wall Street firms 
were willing to pay more for the higher 
risk loans, because once securitized, 

the AAA securities relying on those 
loans typically paid investors a higher 
rate of return than other AAA invest-
ments, due to the higher risk involved. 

As a result, investors were willing to 
pay more, and mortgaged backed secu-
rities relying on higher risk loans typi-
cally fetched a better price than those 
relying on lower risk loans. Lenders 
also incurred little risk from issuing the 
higher risk loans, since they quickly 
sold the loans and kept the risk off their 

books. After 2000, the number of high-
risk loans increased rapidly, from about 
$125 billion in dollar value or 12% of 
all U.S. loan originations in 2000, to 
about $1 trillion in dollar value or 34% 
of all loan originations in 2006. 22 Al-
together from 2000 to 2007, U.S. lend-
ers originated about 14.5 million high-
risk loans. 23 The majority of those 
loans, 59%, were used to refinance

Ever since the take-over of Fannie 
Mae and Freddie Mac by the fed-
eral government, speculation about 
what will eventually happen to them 
has been rampant. While any active 
legislative issues were put on hold 
until the impact of the crisis lessened, 
there continued to exist an underlying 
knowledge that these entities were 
contributors to the crisis and that this 
issue remained unaddressed. In fact 
the Senate Permanent Subcommittee 
report on the financial crisis included 
the agencies in their general condem-
nation. Their conclusions were based 

on the fact that both Fannie Mae and 
Freddie Mac purchased large quantities 
of high-risk loans which created a sec-
ondary market for them, thus encour-
aging their growth and proliferation.  

Recently legislators have begun to 
initiate bills that would address the 
“Fannie/Freddie” problem. The most 
widely discussed bill is one in which 
these agencies would be replaced with 
an entity not unlike the Federal Insur-
ance Deposit Corporation (FDIC). This 
new agency, titled the Federal Mort-
gage Insurance Corporation (FMIC) 
would collect premiums from industry 
participants while taking on the role 
of “industry safeguard.” This entity 
would collect a 10% premium from 
lenders for loans originated and in the 
event of another drastic delinquency 
upswing, would protect the federal 
government by covering losses through 
the premiums collected. This legisla-
tion is supported by many, including 
legislators and private industry, but op-
posed by others, some of whom have 
large amounts of stock in both Fannie 
Mae and Freddie Mac. But while all 
this wrangling goes on in the halls of 
Congress and the back rooms of Wall 
Street, the reality is that this discussion 
has missed the mark on much of the 
central control functions that are incul-
cated into the fiber of what Fannie Mae 
and Freddie Mac are and what they do 
for the industry as a whole.

These agencies, along with HUD, 
have become the backbone of the in-
dustry. They provide not only a second-
ary market source, but have developed 
and maintained areas that are integral 
to the overall reliability and consisten-
cy of the industry. One of the immedi-
ate areas that comes to mind is Credit 
Policy and the associated underwriting 
guidelines. These agencies were the 
first to create a uniform approach to 
underwriting. The credit risk manage-
ment foundation they introduced is 
still the basic source from which all 
guidelines flourish. Even during the 
days when individual companies were 
introducing their own guidelines, the 
fundamental methodology was based 
on these original practices. It was not 
uncommon to find company guidelines 
that included directives to source Fan-

Almost every standard form used 
in the underwriting and closing 
process is stamped as a Fannie 
Mae/Freddie Mac Uniform 
document.  
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nie/Freddie Guides if the company 
guidelines were insufficient to answer 
questions. For underwriting managers 
intimately familiar with the agency 
guidelines, reviewing new lenders pro-
grams often disclosed that these were 
“just Fannie and Freddie guidelines 
repackaged.” As such there was no 
need to re-train specific underwriters 
for specific conduits or to isolate an 
underwriter’s knowledge base so as 
to eliminate the chance that guidelines 
would be accidently used for the wrong 
loan.  

Also of extreme value to the indus-
try was the ability of these entities to 
update the guidelines to reflect credit 
criteria relevant to what was going on 
in the industry. As credit risk direc-
tion changed, the guidelines followed 
and provided a sense of stability that 
everyone from loan officers to inves-
tors came to rely on. This stability has 
also provided a foundation as to what 
constitutes credit risk and promulgates 
a uniformity in loan underwriting that 
could not have been developed or 
sustained if the industry had to rely on 
direction from competing mortgage 
lenders.  

Of course, underwriting guidelines 
are only one tip to this iceberg. Another 
area that is not readily acknowledged 
is the uniformity in documentation pro-
vided by the agencies. The 1003, Uni-
form Loan Application is seldom given 
any thought these days. It is just the 

accepted document for use when col-
lecting and evaluating the applicant’s 
information for underwriting purposes. 
Yet everyone, even HUD, uses this 
form. Without this effort on the part of 

Fannie Mae and Freddie Mac would we 
still have numerous application forms 
that are unique to specific products or 
individualized by different lenders?  

And of course, it is not just the ap-
plication. Almost every standard form 
used in the underwriting and closing 
process is stamped as a Fannie Mae/
Freddie Mac Uniform document. 
When states make changes to the 
requirements of legal documents or 
when the application has to collect 
more information for HMDA purposes, 
individual lenders do not have to take 
on the burden of making these changes 
since everyone acknowledges that this 
falls within the boundaries of Fannie 
and Freddie.  

With all the talk from the regulators 
about ensuring lenders have a solid 
control environment in place, it has 
to be recognized that Fannie Mae and 
Freddie Mac were the first to hold their 
seller/servicers responsible. Because 
they established standards by which 
they would approve their clients, lend-
ers who began conducting third and 
fourth party lending activities had a 
model from which to formulate their 
own requirements. As these origina-
tion sources grew, investors began to 
examine not only the approval process, 
but the ongoing monitoring of the ap-
proved lenders and actions taken to 
address issues found; just like Fannie 
Mae and Freddie Mac.  

The establishment of the Quality 

Control function was first introduced 
by Fannie Mae in 1985 and Freddie 
Mac and HUD were soon to follow. 
These requirements have been used 
since then to establish a review pro-

gram for not just sellers/servicers but 
the requirements have trickled down to 
those selling to conduits as well.  

Of course Fannie Mae and Freddie 
Mac have generated a lot of conten-
tious issues as well, including a belief 
that there was a fair amount of bias 
toward certain sellers which resulted 
in inequitable pricing and ultimately 
a competitive advantage or disadvan-
tage. And while their approach to many 
of the internal operations of a mortgage 
operation were industry standards they 
repeatedly failed to permit lenders to 
develop their own approach or ideas on 
how most of the operations should be 
developed and managed. Overall, most 
would say that the good balanced out 
the bad and these agencies ultimately 
generated a unique approach to hous-
ing finance that was the envy of other 
countries.  

So, if Fannie Mae and Freddie Mac 

The establishment of the Quality 
Control function was first 
introduced by Fannie Mae in 1985 
and Freddie Mac and HUD were 
soon to follow.  
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go away, what will happen to this sense 
of continuity and stability? Will lend-
ers take advantage of the lapse in credit 
risk guidance to create individual stan-
dards that will be absent the boundaries 
the agencies have established as sound 
underwriting? Will there be any unifor-
mity in the approach to evaluating this 
risk? Will borrowers and lenders alike 
be left to find situational based guide-
lines that are developed only for a very 
unique set of circumstances? Or will 
the focus of the individually developed 
guidelines be biased on the risk/reward 
returns that each individual banking 
institution seeks.

While the final determination of 
what will become of these entities is 
still far off, the industry cannot afford 
to sit on its laurels and wait for that to 
happen. The ultimate fate of Fannie 
Mae and Freddie Mac will be the result 
of political aggrandizing and its out-
come will be decided by those whose 
weight and control is greater than any 
of ours. However, what is important is 
that regardless of what happens leg-
islatively or politically, the industry 
must be ready to assume some of the 
burdens that have previously been the 
prerogative of these agencies. We need 
to start thinking of how we will handle 
that burden and not wait until we are 
face to face with the problem.  So to 
start the dialogue here are some ideas.

One idea may be to have an indepen-
dent company take on the responsibil-
ity of all standard documents under 
the direction of the secondary market 
or whatever entity emerges from the 
political battle. This company would 
be the provider of the model forms and 
would take the responsibility of mak-
ing changes as required. This company 
would be viewed as a resource to lend-
ers, servicers and software developers 
alike. 

The Mortgage Bankers Association 
needs to take on a larger role in estab-
lishing guidelines and directives to the 
industry. As the one unifying source of 
mortgage information and interaction 
with lenders from independents, retail 
banks, community banks and credit 
unions, this seems the appropriate 
place for this work to occur. As they 
have already established a “Risk Man-

agement” support staff and along with 
this infrastructure the move could be 
made rather seamlessly.  

While the industry has a strong pres-
ence around quality control, we still 
have to define what quality actually is 
to this industry. Since Fannie Mae and 
Freddie Mac were concerned about 
the quality of loans that were sold to 
them, there was a gap when loans did 
fall under their purview. The industry 
needs to take on this task and tie the 
concept of quality to firm standards 
that could be used to measure lenders 
equally. Included in this could be some 
measure of the impact of creating loans 
that don’t follow guidelines; something 
like a lender score to go along with the 
borrower score that could be part of a 
risk-based pricing scenario. 

These are just a few thoughts around 
what we might need to handle the func-
tions for maintaining the inner work-
ings of the industry’s infrastructure and 
making sure they continue. There are 
probably many more really good ideas 
that we need to consider. However one 
thing is for sure. What we don’t need 
is another federal bureaucracy running 
the industry. Those that do exist have 
demonstrated over and over again that 
they cannot keep up with the industry 
needs as it changes and grows; that 
they cannot handle change and in a 
rapidly changing environment such as 
mortgage lending. Relying solely on 

them would be tantamount to revers-
ing mortgage lending back to the 19th 
century.  

But what if we don’t take these 
steps? Are there lenders, bankers or 
others who would want to see that hap-
pen? Unfortunately there are. These are 
the players that don’t want anything 
to change because the way it is now 
is good for them. They are afraid of 
change. One example is the numerous 
quality control firms that conduct loan 
file reviews today. None of them do 
the work the same and the results are 
all different. There is no common de-
termination of issues or standards and 
they compete only on price. The same 
can be said of most of the functions that 
are currently imbedded in the existing 
agency structures. 

Franklin Roosevelt one said, “The 
only thing we have to fear is fear it-
self.”  Many times fear causes people 
to become immobile, hesitant to make 
changes. However if we recognize that 
things are going to change and actively 
put in place a means and method for 
change we will all benefit. Our fear is 
not that Fannie Mae and Freddie Mac 
will go away, but who will take charge 
if and when they do. It is time that the 
industry begins to recognize the risk 
associated with how it will continue to 
develop and enhance what we do to the 
benefit of all companies and stakehold-
ers in mortgage lending.   
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BY DAVE CALDEIRA

AUSTRALIA’S SUNCORP 
HAS EMBRACED BOTH A 
PAPERLESS MORTGAGE 
PROCESS AND A 
ROADMAP TO MOBILE. 
HERE’S HOW THEY DID IT:

Executives working in financial ser-
vices have long been vexed by the 

paper documents that clog their sys-
tems. Yet, experience shows that pa-
per-based systems work against every 
major goal institutions have: improve 
the borrower experience, reduce costs 
and meet regulatory requirements. 
Paper is a major impediment in each 
of these areas. A leading bank in Aus-
tralia recently took on the challenge 
to eliminate paper in its mortgage 
operations, and improve its ecological 
footprint and customer experience – it 
serves as a model for U.S. banks and 
lenders to do the same.

LEARN 
FROM YOUR 

INTERNATIONAL 
PEERS
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In the U.S. mortgage industry the 
government has made it clear that 
mistakes in loan files are no longer 
tolerated. Regulator changes to the 
Real Estate Settlement Procedures 
Act (RESPA) set a tolerance on the 
amount the closing cost estimates (de-
livered to new home loan borrower) 
could vary between the Good Faith 
Estimate required under the Truth in 
Lending Act, and the HUD-1 final set-
tlement report delivered at the closing 
table. It has been widely argued within 
the industry that this would require a 
move to paperless loan origination as 
changes on paper documents will cre-
ate problems that delay loan closing. 

Meanwhile, the Consumer Finan-
cial Protection Bureau (CFPB) has 
also declared that each financial insti-
tution bears the burden of proof that 
its own staff, and its partners, have 
met this customer satisfaction goal. 
Satisfying every borrower is not a re-
alizable goal. In order to protect them-
selves from regulator action in the 
face of failure in this regard, lenders 
and servicers must have an audit trail 
they can use in their own defense. Pa-
per documents do not lend themselves 
to the type of verifiable, time-stamped 
and tamper-proof records offered in 
electronic audit trails. Going through 
paper with a government regulator 
during an audit would be a nightmare 
for any institution.

In addition to standing in the way of 
its progress toward the bank’s highest 
priorities, paper is also a substantial 
drain on the bank’s ability to compete 
against those institutions with mul-
tiple origination channels.
A NEW PROCESS FROM 
DOWN UNDER

So what are banks doing to elimi-
nate the paper chase and move into 
the world of complete digital manage-
ment? An interesting example can be 
found in Australia where Suncorp, the 
nation’s fifth largest bank, has taken 
dramatic steps to alleviate growing 
pains associated with paper. 

Suncorp is part of the Suncorp 
Group, which includes general insur-
ance, banking, life insurance and su-
perannuation brands in Australia and 
New Zealand. The group has 15,000 

employees and relationships with nine 
million customers and $96 billion in 
assets. It also processes approximately 
40,000-60,000 mortgages per year. As 
a truly regional bank with a strong 
suite of deposit and lending products, 
the bank prides itself on connecting 
with customers and communities. 

The mortgage market in Australia 

is similar in many ways to that of the 
U.S. Growth is contingent on con-
sumer confidence, which is driven by 
continued employment and low inter-
est rates. Banks in this $1.3 trillion 
market also face similar government 
regulations and environmental con-
cerns that are forcing them to rethink 
how they process an ongoing glut of 
paper. Innovation is an area where 
banks can increase efficiencies within 
mortgage operations. 

Suncorp recently tackled one of 
its most complex business processes 
by adopting an integrated smart pro-
cess application (SPA) solution that 
included a digital capture platform 
along with a new electronic content 
management (ECM) system. The so-
lution went live in November 2011 to 
collect information from loan applica-
tions and assign it to a paperless work-
flow application. The digital transition 
removed the need for thousands of 
paper files to be handled by the loan 
processing team at any one time.

Before the solution was deployed, 
Suncorp Bank’s mortgage processing 
workflow called for three separate 
versions of every loan file to be han-
dled. Loan applications received from 

branches and mortgage brokers were 
processed as paper files, manually en-
tered into the bank’s core system, then 
into another electronic “workflow” 
version in the bank’s manual tracking 
system.

This manual tracking system was 
updated by each processor as the 
physical loan file, and core system 

workflow moved from team to team 
throughout the end-to-end process. 
Suncorp Bank’s mortgage processing 
team began exploring alternatives to 
its manual processes in 2010.

“We were looking at ways to im-
prove our processes and turnaround 
times for customers, and decided 
to automate things and work a little 
smarter,” said Stuart Nielsen, Suncorp 
Bank’s executive manager of mort-
gage services.

“We were sending tens of thousands 
of files a year to an external storage 
provider, and the difficulty of retriev-
ing them from off-site, and within our 
offices, was frustrating.” Initially the 
aim was just to go paperless; however 
after talking further with technology 
providers, the goal was broadened to 
embrace an all-digital workflow.

“We saw we could use optical 
character recognition (OCR) not just 
to image the file and categorize it, 
as some of our competitors do, but 
also to route it. There’s quite a clever 
workflow engine at the back-end of 
this platform. The goal was to have 
one file and no paper.”

Loan applications and supporting 
documents are now ingested via fax 

Going through paper with a 
government regulator during an 
audit would be a nightmare for 
any institution.
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or as email attachments sent from 
branches and brokers. Scanning is 
done there, where in the case of the 
Suncorp Bank branches, a fleet of 
more than 200 multifunction devices 

are configured with a scan-to-Kofax 
button.

The loan application data is either 
entered manually into the core bank-
ing system or transferred via elec-
tronic lodgment. There are also many 
supporting documents such as bank 
and credit card statements, tax returns 
and income validation. These docu-
ments are all imaged and categorized 
with the help of OCR.

“The mortgage processing platform 
is the first large scale imaging project 
undertaken at Suncorp Bank, and has 
resulted in our imaging system be-
ing among the best, if not the best, in 
the Australian market,” said Nielsen. 
“One of our goals was to get the level 
of document recognition up to our tar-
get of being 80 percent automated, a 
goal we were able to achieve within 
six months of the launch. It’s really 
exciting to work with technology that 
is so intuitive, providing us scope for 
further improvements and the ability 
to teach new things.”

“In addition to removing paper and 
improving processing speeds, this sys-
tem gives us better capabilities around 
fraud detection and file quality. No 
longer do we have to order files back 
from a physical storage facility, they 
are now instantly available online, 
with a full user audit trail, adding to 
the security of the transaction. Our 

fraud and quality assurance teams 
have faster, more user-friendly access, 
including remote access, to the loan 
files, improving our ability to detect 
irregularities in loan applications and 

in turn our quality assurance.”
The Suncorp team implemented the 

solution in just over 12 months, and 
loan processing times have reduced 
by 10 percent, with further benefits 
still to be realized as recognition rates 

continue to improve. The smart pro-
cess platform has now spread within 
Suncorp for human resources applica-
tions, personal insurance, commercial 
insurance and accounts payable.

Desks now look clean and unclut-
tered and a 39-foot long filing cabinet 
was sent to the recycle bin. In addition 
to speeding up mortgage processing 
for customers, automation is saving 
Suncorp hundreds of thousands of 
dollars each year in paper, printers and 
toner. The green benefits are also con-
siderable, with an estimated 400-plus 
trees spared each year, and the amount 

of carbon dioxide emitted into the at-
mosphere reduced by approximately 
80 tons.
OPPORTUNITY FOR 
U.S. LENDERS

There are many problems with paper 
and many opportunities that justify get-
ting it out of an organization. Institu-
tions that make the effort to do so will 
see their efforts repaid in short order, 
and that includes both the expense 
to implement new solutions and the 
advantages offered by automated sys-
tems. Doing it from a unified software 
platform makes it easier to imple-
ment and manage, especially when 
banks have the ability to develop and 
deploy SPAs that are tailored around 
their mortgage processing needs and 
provide a “plug and play” roadmap to 
mobile capabilities. 

Like Suncorp, U.S. lenders need 
to rethink the way they process mort-
gages and engage borrowers. In fact, a 
top-five U.S. mortgage lender is opti-
mizing their mortgage processing with 
the industry’s first open mobile capture 
platform introduced by Kofax earlier 

this year. They are enabling mobile 
mortgage application processing in 
addition to extending the mobile plat-
form to check deposit, new customer 
onboarding and new account openings. 
Most importantly, the bank will be able 
to lower their total cost of ownership. 
Other U.S. lenders can also succeed in 
cost containment, improved customer 
experience and regulatory compliance 
only if they refine their approach to the 
mortgage origination process by imple-
menting a firm foundation—commit-
ting to the complete elimination of 
paper in their processes. 

Like Suncorp, U.S. lenders need 
to rethink the way they process 
mortgages and engage borrowers.
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By Alec Cheung

In April, the Consumer Financial Protection Bureau (CFPB) released a 
report titled Mortgage Closings Today that summarizes the key chal-
lenges generating consumer frustration around the mortgage closing 

process. Their assessment is based on data collection efforts that included 
reviews of consumer complaints, analysis of closing packages, industry 
interviews, an RFI calling for consumer and industry comment, and more. 
The purpose of this analysis was to shape their approach to achieving 
their long-term vision of a mortgage closing in which the consumer is “an 
empowered, knowledgeable homebuyer experiencing a more efficient, 
consumer-friendly process.” The CFPB’s resulting view is that electronic 
closings (eClosings) combined with the reduction and simplification of the 
documents in a closing package is how they can best achieve this vision, 
and I believe this approach is right on target.

To add further to their perspective, I thought it would be interesting to look 
more closely at best practice methodologies in customer experience design 
and management to see what guidance they could offer in the re-thinking 
of mortgage closings. Having spent over a decade working for a customer 
service outsourcer, I know that the field of customer experience management 
(CEM) has some very well-developed practices. One newer reference that I 
particularly like is The Ten Principles Behind Great Customer Experiences by 
Matt Watkinson. Watkinson recently received Management Book of the Year 
accolades for 2014 by the UK’s Chartered Management Institute. Of the ten 
principles he espouses, I found five that are easily relevant to the design of a 
more consumer friendly mortgage closing.

Simplifying 
The
Closing 
Process Lenders should understand that customer experience design 

principles can be applied to simplify mortgage closings.
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SATISFY CUSTOMER’S 
HIGHER OBJECTIVES

The highest objective in getting a 
mortgage is the actual purchase of the 
home – the acquiring of that proverbial 
American Dream. That’s why those in 
our industry fixate so intently on on-
time closings. Financing and move 
dates have been carefully lined up so 
that buyer and seller can respectively 
turn over the keys and move in and out 
in sync. Anything that delays this care-
fully orchestrated timing will most cer-
tainly leave the consumer unhappy. The 
use of technology to reduce errors or 
discrepancies and simplify the signing 
of documents helps minimize this risk. 
Unexpected closing delays are most 
often caused by last minute corrections 
that require a restatement of all the clos-
ing paperwork. The CFPB’s new rule 
requiring lenders to provide consumers 
with closing documents three days in 
advance is intended to give consumers 
more time to review documents, partly 
so that errors and discrepancies can be 
caught. But the rule has the potential 
to also hurt consumers. Even if errors 
are caught before closing, if it’s within 
three days and the errors are beyond 
tolerance ranges, the close date must be 
re-scheduled. 

There are other equally important 
objectives to a mortgage closing that 
consumers often don’t fully appreciate, 
either because they don’t sufficiently 
understand the financial implications of 
committing to a mortgage, or because 
they are rushed so fast through the pa-
perwork that they don’t have time to 
contemplate their actions. Here is where 
eClosing technologies alone are not 
enough. To truly enhance the consum-
er’s understanding and empowerment, 
closing documents need to be simplified 
and reduced in number. The new Loan 
Estimate and Closing Disclosure are 
monumental first steps in this direction. 
I am hopeful (and eager to see) that 
these important forms will do a better 
job of helping consumers understand 
the details of their mortgage and what 
they are financially committing to, but 
the effort can’t stop there. Even though 
a majority of the closing documents are 
owned or regulated by other stakehold-
ers, the CFPB has to continue taking a 

leading role in reshaping the format and 
nature of closing documents.
LEAVE NOTHING TO CHANCE

A well-designed customer experi-
ence takes into account every possible 
detail from beginning to end. As Wat-
kinson notes, “We care about details, 
because they show that the business 
cares about us.” In fact, it’s the atten-
tion to detail that often makes the differ-
ence between an acceptable and superb 
experience. The CFPB has described 
some of the measures it thinks would 
improve consumer understanding, em-

powerment and efficiency at closings. 
These include ideas such as prescribing 
a specific order in which documents 
should be viewed, providing explana-
tory information up front to describe 
the meaning and importance of the 
documents in the closing package, and 
online access to educational resources if 
they have questions about terms or ter-
minology. A closing process designed 
from the consumer’s point of reference, 
and with attention to every detail will 
create a much more understandable and 
positive closing experience.
MAKE IT EFFORTLESS

Any time you can make things sim-
pler, more convenient or faster, custom-
ers are likely to be happy. In the world 
of customer service and support, the 
latest research suggest that reducing the 
amount of effort a customer has to make 
in order to resolve problems is a much 
stronger driver of long-term customer 
loyalty than the conventional wisdom 
of exceeding customer expectations or 
“delighting” customers through above-
board service. This simple insight has 
profound implications in the world 

of service and applies equally well to 
customer experience design. Obtaining 
a mortgage is not something consum-
ers should take lightly. They certainly 
SHOULD put forth effort to review the 
terms and obligations of the mortgage, 
to understand what title insurance is 
and what it does and doesn’t protect, 
to rationally assess their own financial 
ability to repay the mortgage, and more. 
There are, however, ways to reduce 
some of the process effort so that clos-
ings are easier. Electronic signing is one 
such example. A “click-to-sign” signa-

ture process helps complete documents 
quickly and easily. So does the use of 
a “Next” button to move the consumer 
through documents efficiently, stop-
ping at all areas that require signature 
or initials. Some consumers may prefer 
not to read large volumes of documents 
electronically. Providing an easy-to-
find print button would be a welcome 
convenience.
MAKE IT STRESS-FREE

The CFPB reports hearing from 
consumers who say they “often felt 
pressured to sign documents during the 
allotted time in order to avoid risking 
delays or even losing the house.” Fur-
thermore, the CFPB found that “the 
timing of delivery was the most com-
monly cited challenge… appearing in 
43 percent of [consumer] responses.” 
For this reason, the sending of docu-
ments to consumers in advance is one 
of the most important improvements 
the CFPB believes it can make. This 
is what drove the CFPB to hold firm 
with their requirement for lenders to 
provide borrowers with the new Clos-
ing Disclosure form at least three days 

A closing process designed 
from the consumer’s point of 
reference, and with attention to 
every detail will create a much 
more understandable and positive 
closing experience.
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prior to closing. However, we have to 
remember that having additional time 
is only one aspect of reducing stress. 
Just because consumers have more 
time to read the documents doesn’t 
mean they will understand them any 
better. This is why form and document 
re-design is needed. At a minimum, we 
have to look at ways to provide con-
sumers with access to expert resources 
or information when they need it. To 
this end, Watkinson describes several 
techniques that can be used to reduce 
stress, including:

>> Considering the consumer’s 
level of competence – Consumers have 
different levels of comfort and famil-
iarity with financial terms and legal 

language. Where possible, easy access 
to definitions or additional resources 
should be provided.

>> Clarifying the reason for the task 
– Consumers often don’t understand 
the purpose of many of the documents 

in a closing. Not knowing what you 
are signing certainly creates additional 
stress. Providing simple and clear ex-
planations of what each document is 
and why it is important can help allevi-
ate the consumer’s concern. Typically, 
the settlement agent is the one provid-
ing these explanations. If consumers 
are instead reading documents on their 
own, a “read this first” reference guide 
could be quite helpful.

>> Providing responsive feedback 
– Not knowing how long a process 
will take or what comes next can be 
unsettling for many. This kind of stress 
can be alleviated by providing a visual 
indication of progress made. For ex-
ample, each time a document is com-

pleted, a check mark can be displayed 
along with a countdown of how many 
additional documents remain until 
completion.
SET AND MEET EXPECTATIONS

Notwithstanding the hyperactive re-

financing market of recent years, where 
some consumers refinanced mortgages 
multiple times within a few years, most 
homebuyers go through a mortgage 
closing only a handful of times in their 
lives. It’s therefore rather difficult to 
know or remember what to expect in 
the process, especially for first-time 
buyers. Setting expectations up front 
about what the consumer is going to go 
through during closing, and then meet-
ing those expectations, will go a long 
way in creating a positive closing expe-
rience. In an eClosing, this can be done 
by providing an overview document 
which is presented to the consumer 
first, before moving ahead with the 
actual review and signature of docu-
ments. The overview document should 
explain, for example, what happens in 
the closing process, the kind of docu-
ments the consumer will be reviewing, 
where to go for help, and more.

* * *
This is an exciting time for those of 

us in the field of paperless or electronic 
workflows. Thanks to a healthy push 
from the CFPB, the vision of a com-
plete eMortgage, which initially formed 
many years ago, but then stalled due in 
no small part to the financial meltdown, 
is likely to get back on track. All of us 
– vendors and lenders, alike – should 
look to the principles of great customer 
experience design to help make us as 
successful as possible. 
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