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ver the next five years we will see a dramatic change in all

aspects of mortgage lending. The changes have been oc-

curring for some time, but the shift in the way the country
does business since March of 2020 have only increased the speed of
the changes.

The mortgage industry is moving toward a full digital experience,
utilizing automated intelligence (AI) and other system automation
designed to streamline the process.

Couple that with new and potentially powerful non-traditional
mortgage competition and a shift from a refinance to a purchase
market, and you can see how expanding or even maintaining your
current mortgage production may be difficult.
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The good news is you can compete,
and credit unions have some unique op-
portunities to excel and be the leading
mortgage lender in their communities.

How can credit unions compete and
thrive in the years to come? Lets talk
about the first two items, digital lending
and system automation in tandem.

DIGITAL TRANSFORMATION

To shorten the mortgage process (and im-
prove the member experience) and drive
down the cost to originate a loan you will
need a complete digital experience—from
leads to closing and servicing. Many lend-
ers have a digital application process, and



a way for members to sign disclosures
and upload documents electronically, but
those that add Al efficiencies during the
mortgage process and digital closings and
servicing will thrive.

Decreasing human touch points dur-
ing the mortgage process will shorten
the time from application to closing and
lower the cost. (Don't worry, human
touch points are still important as we
will discuss.)

System automated ordering of third-
party services and even re-
questing payment for apprais-
als automatically will reduce
time and costs. Using auto-
mated underwriting and doc-
umentation (like Fannie Mae

Many lenders

cially any unique portfolio products.

Originators need to be challenged to
network and reach out regularly with
a defined plan and well researched list
of which Realtors and other potential
referral sources to target. Hold them
accountable to provide management
with their activities and results at least
monthly.

Consider a position that is respon-
sible for community development.
That employee would joining commu-
nity organizations, as well as
Realtor and builder associa-
tions. The goal would be to
broaden the credit union’s
networking and develop
referral mortgage business.
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ence. Fully digital systems and
processes can be expensive to
purchase and implement, but
the return on investment will
be high.

You might consider reach-
ing out to a mortgage aggrega-
tor or CUSO to see if you can
leverage their systems at a lesser
cost and easier implementation pro-
cess than purchasing your own system.

MOVING TO PURCHASE LOANS
Hopefully, you are well on your way to
shifting from refi business to purchase
business. For credit unions the three
keys to obtaining business from Realtors,
builders, financial planners, etc. are:
Start with your originators and busi-
ness development person or staff.
Include all credit union employees.
Depend on your product offering, espe-

process and
digital closings
and servicing will
thrive.

inators. Perhaps incentivize
your employees who refer
members or Realtors to the
credit union. (You may want
to limit financial incentives
to successful referrals.)

A huge competitive ad-
vantage for credit unions is
the ability to offer unique
products in addition to secondary
market Fannie/Freddie/Jumbos and
government loans. Maybe it is interest
rate, or first-time homebuyer, or great-
er than 80% LTV with no MI. Perhaps
it is a type of home customary to your
area that is not eligible for sale in the
secondary market.

Putting together that type of product
(obviously with credit requirements that
meet the Ability to Repay standards) can
set you apart from other lenders and gain
you an audience with Realtors and other
industry referral partners.

FACING COMPETITION

Finally, while some banks appear to be
less interested in mortgages, there is
new competition appearing regularly.
Non-traditional or non-bank lenders
such as Quicken and Loan Depot con-
tinue to gain market share. Better.com,
a 2016 startup, has already funded more
than $4 billion in mortgage loans.? Zil-
low is now in the mortgage game, as
well as other fintech companies. There
are even rumors that Amazon may be-
gin originating loans!

The key for credit unions to compete
is to work toward having a complete
digital experience. Every credit union
needs a well-planned and metrically
measured ongoing purchase strategy, as
well as complete secondary market and
strategic portfolio product offerings.
Combine that with what credit unions
are known to do very well: Provide
an excellent member experience and
timely communication to all parties in-
volved, especially Realtors.

Putting all of this together will put
you in a good position to be a commu-
nity leader in real estate lending. \
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Footnotes

1 https://advisory.kpmg.us/content/
dam/advisory/en/pdfs/digital-
mortgage-whitepaper.pdf

2 https://www.businessinsider.com/
alternative-nonbank-mortgage-
lending?op=1
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