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MARKET CONDITIONS

MOUNTING MARKET PRESSURES 
INCREASE DIGITIZATION INITIATIVES 
ACROSS THE MORTGAGE INDUSTRY 
 

In a world where consumer expectations are set by digital natives like Amazon, Zillow, and Paypal, retail banks 

must evolve to survive. The mortgage business largely escaped the first wave of fintechs that disrupted core 

banking services, like payments. Today, it is squarely in the crosshairs of new contenders like Lenda, 

QuickenLoans, Movement Mortgage, and Sindeo.  

Lower prices, margin compression, and changing consumer behaviors continue to challenge the mortgage 

industry as it faces its own unique challenges on the journey to digitization. 

 Always on, anywhere access granted by smartphones neutralizes the 

“local footprint” advantage banks have enjoyed.

MOBILE

Fintech and digital natives are invading every element of the mortgage 

business value chain. They’ve moved beyond their initial beachhead of 

front-end apps and are challenging incumbents for solutions targeting 

operations and risk management. 

COMPETITION

By 2025, banks could lose 20% of their mortgage profits2

The number of smartphone users in the United States 
has surpassed 224.3 million, with the number of 
smartphone users worldwide exceeding 2 billion.1

1 Forecast of Smartphone Users in the US: Statista
2 The Fight for the Customer: McKinsey Global Banking Annual Review 2015
3 National Population by Characteristics: 2010-2017, US Census Bureau
4 The cost of originating a mortgage just got ridiculous - again: Housingwire 2018

https://www.statista.com/statistics/201182/forecast-of-smartphone-users-in-the-us/
https://www.mckinsey.com/~/media/McKinsey/Industries/Financial%20Services/Our%20Insights/The%20Fight%20for%20the%20Customer%20McKinsey%20Global%20Banking%20Annual%20Review%202015/McKinsey_Global%20Banking%20Annual%20Review_2015_d.ashx
https://www.census.gov/data/datasets/2017/demo/popest/nation-detail.html
https://www.housingwire.com/articles/43625-the-cost-of-originating-a-mortgage-just-got-ridiculous---again


Millennials will soon become the primary buyer of banking services and 

they are considerably more open to non-traditional banking relationships 

than the generations before them.

DEMOGRAPHICS

In 2017, profit margins for the mortgage industry were at their lowest level 

since 2008 with a number of contributing factors including: lender 

competition, decreasing volumes, increased interest rates, and weakening 

of relative pricing of mortgage-backed securities. 

COST BASIS

85 million Millennials, all digital natives, are either 
already, or poised to become, of age.3

The Mortgage Bankers Association reported that the 
cost to originate a loan hit a peak of $8,957 per loan in 
20184, and the costs continue to rise.

After the financial collapse, mortgage lenders were particularly hard hit with 

increased regulatory pressures from HMDA, CRA, TRID, and Fair Lending, 

leading to a marked uptick in loan process complexity. 

REGULATORY COMPLEXITY

For one lender the average loan file had 302 pages in 
2006. Now, the average mortgage file is 806 pages, a 
167% increase over the past decade.5

The combination of market pressures and lackluster growth rates (industry revenues grew at 2% per year over the 

last five years, significantly below banking’s historical annual growth of 5% to 6%) provide all the incentive needed 

to spur even the most conservative of lending institutions to action. This highly regulated environment will always 

require a delicate balance between modernization, cost, and risk. Yet, with a measured approach to automating 

middle and back o�ce processes, lenders can: improve the customer experience, increase asset quality while 

mitigating risk, simplify regulatory compliance, increase e�ciency, and contain costs.

5 Here’s Clear Evidence of How Much More Complicated Mortgage Lending is Now: Housing Wire 2016

https://www.housingwire.com/articles/38449-heres-clear-evidence-of-how-much-more-complicated-mortgage-lending-is-now?eid=311691151&bid=1578549


LENDER CHALLENGES

ROLLING THE DICE ON THE 
AMERICAN DREAM? 
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“While big banks are starting to 
roll out online applications and 
digital products, a traditional 
mortgage still takes 44 days on 
average to close, according to 
Ellie Mae, and can generate an 
eye-popping 1,000 pages of 
manually processed 
documentation.”

6 Buying a House is Miserable. These Startups Are Trying to Help: Inc.

WHY DOES A MORTGAGE APPLICATION STILL TAKE 
WEEKS OR MONTHS TO PROCESS?

The answer lies in a lengthy, fragmented, winding 

journey from pre-approval to closing to ongoing loan 

servicing that spans numerous, unrelated players all 

collecting disparate data (typically o�ine, and 

unstructured, and sometimes overlapping with other 

players) married with processes that necessitate 

multiple vendors to achieve regulatory compliance 

(appraisers, inspectors, title insurance, etc.). What’s left 

is a process that can feel like a frustrating childhood 

game; one step forward, 8 steps back.

https://www.inc.com/magazine/201806/kate-rockwood/mortgage-buying-home-loan-lending-startup.html
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While the value is clear, the path to automation can be murky. The entire mortgage process is complex, fragmented, 

and often varies from lender to lender based on legacy banking systems and homegrown workarounds. This 

complexity has produced an industry that lags far behind others in the path to digital transformation. In an era where 

immediate access, transaction speed, ease of use, and transparency are consumer standards, automating parts of the 

backend mortgage process is a logical evolutionary step.

CHALLENGES TO DIGITIZATION

There are many challenges to digitization. First, the complexity and number of players involved in the mortgage journey 

poses a challenge. This complexity has spawned a host of loan origination software (LOS) and servicing systems, most 

of which do not o�er integration with third-party service providers needed to automatically trigger event-based 

processing. These baseline integrations are necessary to employ robotic process automation (RPA) solutions that have 

been touted across the industry.

Second, the LOS and servicing systems change at a rapid pace to keep up with compliance-driven (ATR, HOEPA, TRID, 

etc.) and additional data capture requirements. Interface file format evolutions, core system changes to workflow, and 

processes create an environment that doesn’t lend itself to “o� the shelf” automation solutions.

Finally, automation is not a core competency of the bank’s back o�ce. IT is already overwhelmed with front o�ce 

digitization requirements, and back o�ce operations often has a significant resource gap where existing back-o�ce 

sta� isn’t skilled in automation, robotic processes, or artificial intelligence.  This places a strain on an area that is already 

seen as a cost center of the bank.

TRANSFORMING THE BACK OFFICE, ONE STEP AT A TIME

Meeting consumer expectations isn’t just a matter of delivering digital portals or mobile apps. To rise to the challenge, 

lenders need to take a holistic approach to the entire loan origination cycle, looking for opportunities to streamline 

processes through automation where possible. Fortunately digitization in the back o�ce isn’t an all or nothing  
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“The goal in this second revolution is to maximize every 
system to work at peak e�ciency. The second digital 
revolution will focus on the back o�ce to lower the cost 
for processing and underwriting.”

- HOUSINGWIRE, THE SECOND DIGITAL MORTGAGE REVOLUTION

SOLUTION

DIGITAL INNOVATION HITS
THE BACK-OFFICE

https://www.consumerfinance.gov/policy-compliance/rulemaking/final-rules/ability-repay-and-qualified-mortgage-standards-under-truth-lending-act-regulation-z/
http://files.consumerfinance.gov/f/201603_cfpb_hoepa-compliance-guide.pdf
https://www.consumerfinance.gov/policy-compliance/guidance/implementation-guidance/tila-respa-disclosure-rule/


GET STARTED WITH A CONVERSATION

As the leading low-code workflow platform, TrackVia is the partner to help you embark on your back o�ce digitization 

journey. TrackVia is a fast, easy, and cost-e�ective way to transform banking business operations. With little-to-no help 

from IT, banks can integrate systems, centralize data for greater insights, and digitize and simplify complex processes. 

Contact us today to learn how TrackVia can help your bank.

TrackVia®, the leading low-code workflow platform for operations, helps companies build applications that improve 

on-time performance and reduce costs. TrackVia o�ers operations leaders the fastest and easiest way to build 

powerful applications that are business led and IT approved. Hundreds of companies, like Pacific Union Financial, 

Stearns Lending, Fifth Third Bank, and Dow Venture Capital, rely on TrackVia to digitize their operations. Learn more 

at www.trackvia.com.

720-625-3460  |  sales@trackvia.com  |  trackvia.com
76

proposition. Leaders in the mortgage industry are taking a systematic approach to automation by leveraging low-code 

platforms as an attainable first step along the digitization continuum. 

Low-code solutions enable rapid delivery of business applications with a minimum of hand-coding and minimal upfront 

investment in setup, training, and deployment. Because of this, low-code solutions provide lenders with a simple and 

fast way to build custom applications with little-to-no help from IT. 

Leading banks are already employing low-code solutions to di�erentiate themselves from the competition and free 

their employees to focus on customers -- internal and external -- rather than serving as paper shu�ers. As a result 

these banks have: 

Improved the customer experience through a frictionless process and faster response times

Increased profit margins through decreased operating costs, improved throughput, and increased productivity

Improved data integrity and accessibility 

Simplified compliance audits 

Read how Stearns Lending used TrackVia to standardize, simplify, 
and automate product-related processes to reduce its asset sales 
cycle times and increase productivity in its post-closing processes.

https://quality.trackvia.com/l/108112/2019-01-02/3b398l
https://quality.trackvia.com/l/108112/2019-01-02/3b398n
https://www.trackvia.com/

