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Proprietary research from Aite

Consumers turn toward non-bank lenders
in the midst of historic originations

Following a record run on mortgage In this whitepaper we uncover some
originations in 2020, where high levels of the insights that were revealed

of refinancing activity helped to drive as experts discussed the evolving
an estimated $13.4 million in demand mortgage landscape.

for owner-occupied home originations,
experts predict that historic highs will begin
to flatten at slightly exaggerated levels in

2021 and beyond.” X . —
For financial institutions, the new era T e, v va LV .
is a time of opportunity but also challenge, A’ s . A Yiva Y s oa
. . v v v LY v . v v.Vvy R4 v,V v
as changing consumer habits and .y S “ ey
B A A A A A B s . A A A A
preferences reshape how banks must . 2T A a7 aTa Yata YLVAVL LVAV.Y, v
facilitate customers. M AV Va0 AT TaVaTaVaTaaVa AT 4
: : S P V.oVATAYAYAY VLY. VaT Y
Finastra's recent webinar, “Expanding Your AVATAT TaTaT.VaTAVaAY . TAV.Y . TAY
. v TooaT YLy VLY a aYaAYAT  TAVAYLT
Mortgage Ecosystem Through Integrations B Y Ve e AVAYL ALY v YLV,
with Fintechs and Beyond” explored R v "L aTAY . . ATATATAAT
. . v v,V - Y e A A V.-
the current homebuying and lending : S TTea - f't SRR
X ) ) . a - ATATA s A A a a . A A A
environment, incorporating proprietary N R JCCERE S SRS SR N
insights from Finastra and Aite to reveal A A YU ATa
. . . L. v - v R v N N v v v v
bank and credit union priorities as they seek . ,Af . S
- A A A A .
to hold onto market share in the rapidly o, R IR N
changing world of mortgage financing. s Ve Ta AT
Ya a" . ay¥ YA a
AY Y Ya Ay M

1. “Expanding Your Mortgage Ecosystem Through Integrations with Fintechs and Beyond.”

Independent Banking Magazine. Finastra webinar, Jul. 16, 2021. Web.
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While eighty-eight percent of consumers
initially look to their bank or credit union
for rate information, many then continue
comparison shopping beyond their
financial institution.

In 2020, twenty-one percent of consumers
ultimately obtained a mortgage from

a broker, while thirty-five percent got
financing through an independent
non-bank lender. Only thirty percent of
borrowers taking out a mortgage did so
with their bank, and only eleven percent
worked with a credit union to finance their
home purchase.

Parrish also unveiled research that could
explain the exodus from banks and credit
unions. Overall, consumers find it hard to
understand key aspects of the traditional
lending process.

Borrowers frequently struggle to understand
the pre-approval process and timelines for
all the tasks that are involved from the time
the contract is signed until they get to the
closing table.

Understandably, first-time buyers were
especially in need of more education around
all elements of the mortgage origination
process. These unexperienced buyers were
more likely to be confused about important
aspects of the process including the types
of services included in closing costs and
their pricing as well as the implications of
the appraisal findings on their loan.

While Parrish revealed several other
insights into consumer mortgage
behavior and needs, they all highlighted
opportunities for financial institutions to
gain back market share by adopting new
digital capabilities.

For example, by adopting new digital
capabilities such as an online portal where
they can check into the status of their loan,
upload documents and even find answers
to questions about their mortgage.

Meeting consumer demand for digital
capabilities like these is a challenge for
banks and credit unions saddled with
inflexible legacy technology that silos
customer information and makes it difficult
to meet consumer experience standards.

Fortunately, Steve Megson, Managing
Director at Finastra and Steve Hoke,
Finastra’s Vice President and General
Manager of Mortgage, Origination and

A A A
AT Y va Y. Analytics Solutions, had some ideas on
v A WY v, how banks and credit unions can rapidly
a v - v, grow a more consumer-centric mortgage
avav. O R procgss built on the solid foundation
. VoY V. . Y.Va a'a of digital platforms.
Ya’ ’ v A 4 ViYy Y. .
v T AT . 7. L AT TV LAY VA AV VLAY LY
Yo YaAYaAYL T YV V. AVLTAT T TLY VY Y
7 "ATA . A AT Y VY YV Ve A Y,
M A A AN MR A 0 A0 ANRENR NI
s Ya 0 TaAY T VAT Aa YA A s TAaATA AT
A N N Ve A A . A a Y VAYAY L AV AVY LY. AYAY,
VaYa Vs aVaVa AYAA A VAT YT
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Turning the tide with APIs

Streamlining performance, meeting consumer needs

Recently updated predictions by Freddie
Mac indicate that purchase originations
will reach $3.9 trillion in 2021." For financial
institutions to gain back market share
lost to non-bank competitors, they need
to overcome the aging legacy challenges
of existing technology and transform into
a modern mortgage vendor. The ability
to offer consumers online originations is
now table stakes as borrowers seek an
expanding array of digital capabilities to

guide and complete their borrowing journey.

When it comes to providing the modern
lending experience, most banks and credit
unions are behind the curve. For example,
Parrish’'s research reveals that only half

of lenders can provide at least a partial
e-closing at a time when consumers

are seeking more remote options for
handling transactions.

However, banks and credit unions may
face an even bigger challenge within their
own operations. A webinar polling question
revealed that less than twenty-five percent
of the mortgage process could be handled
digitally for nearly half of participants.

Manual tasks impede efficiency for financial
institutions resulting in lengthy cycle times
that drive up costs.

Parrish highlighted the complexity of
obtaining disclosure documents and the
back and forth with borrowers that is
required to obtain the necessary paperwork.

Hoke also pointed to paper-based
processes in general as a significant culprit
in driving up close times and internal risk.

1. Tim Glaze. “Freddie Mac Now Forecasts $3.9T in Originations in 2021." Housingwire,

Jul. 15,2021. Web.
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Just one data entry error can easily
multiply unchecked, contaminating
multiple documents and negatively
impacting decisioning.

Considering the level of inefficiency
associated with the traditional mortgage
process, it's not surprising that digital
leaders, such as online lenders, are gaining
an edge. However, Megson and Hoke
indicated that the tide may soon be turning
as more banks and credit unions adopt the
power of APIs.
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/4
By adopting digital technologies

and having a proper digital
platform, community banks and
credit unions can compete with
larger and alternative lenders on
refinancing opportunities, the new
purchasing volume that is coming in
and the new construction loans that
are occurring, by processing more

applications and reducing risk.”

Steve Hoke
VP & GM, Mortgage, Originationand Analytics Solutions,

Finastra
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Realizing the power of APIs

Rapid digital transformation in the cloud

According to Hoke, financial institutions
have the power to rapidly transform the
mortgage processing by utilizing APIs.

“An APl is a simple way for two systems to
talk to one another,” said Hoke. “But when
you start to open that kind of integration
between two systems, you can really start to
change the competitive landscape. You can
be a small bank in a small area, but you can
have some really powerful integrations that
create that broad digital bank experience
without the need to purchase or develop
everything on your own.”

For instance, Megson says he sees a lot
of his clients connecting their customer
relationship management software to
their mortgage solution. Since APIs allow
both systems to share data, it's easier
and far more accurate to fill out mortgage
applications, using information the bank
already has on file. Integrations like these
also offer real-time visibility to realtors,
lenders and even consumers, making it
faster and easier to make home offers and
get approved in a competitive market.

However, banks aren't limited to connecting
their own systems to each other. Financial
institutions can also integrate third-party
resources. Hoke said he is seeing banks and
credit unions forging connections with rate
search sites bringing interested applicants
directly to the bank or credit union doorstep.

Connecting to third-party data sources also
makes it possible for financial institutions
to import information required to facilitate
mortgage origination. Parrish sees this as
an important factor in improving customer
satisfaction as data on home values,
square footage and other pertinent details
can easily be pulled from official state and
local records. Homebuyers find it easier to
complete the mortgage application while
financial institutions bring greater accuracy
to the process.


http://www.finastra.com/
https://www.finastra.com/customer-experience/success-stories/northwest-federal-credit-union-mortgage-portfolio
http://www.finastra.com/

Security is another important factor in
digital transformations and APIs are
making it easier for financial institutions

to adopt the solutions they need to
enhance protocols. For example, multi-
factor authentication makes it possible for
consumers to handle more of the mortgage
process remotely, by allowing lenders to
securely verify identities.

“What | hear from banks is that they are
more comfortable from a compliance
perspective and audit trail aspect with the
technology, because there are additional
checks and balances that help ensure that
the borrower is the borrower,” said Megson.
“As a result, | see a much stronger comfort
level from financial institutions when it
comes to moving with digital workflows.”

According to Hoke, one of the biggest
benefits to come from digitization and APIs
is an enhanced view of data. By breaking
down informational silos, solutions such
as Finastra’s Fusion Originate Mortgagebot
combine digital online applications and
tools for simplified consumer access, with
enhanced data insights.

Suddenly, banks and

credit unions can:

Deliver geographical and borrower insights
to identify refinancing opportunities within
existing loan portfolios

Provide interest rate insights and trends to
customize offers to each borrower

Reveal critical customer and member
details, such as channel preferences,
for enhanced outreach initiatives
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Realizing the power
of APIs

Insights like these make it possible to
identify opportunities and then quickly
and efficiently meet customer needs,
utilizing API connected services to
streamline mortgage processing and
encourage long-term customer loyalty.

Of course, this is only a sampling of

the capabilities that APIs can deliver to
financial institutions. According to Hoke,
the possibilities are nearly endless, bringing
banks and credit unions into the modern
mortgage environment without the need to
build their own systems or products.

There is no time like the present
for mortgage lenders to take back
market share.

For more insights, listen to the webinar
recording or view our resources for

delivering a premier mortgage lending

experience at hitps://www.finastra.
com/movingmortgage.
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THE FUTURE OF
FINANCE IS

Finastra is unlocking the power of finance for everyone
by creating a platform for open innovation in the world

of financial services.
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Finastra is building an open platform that accelerates collaboration and innovation in financial services, creating better
experiences for people, businesses and communities. Supported by the broadest and deepest portfolio of financial services
software, Finastra delivers this vitally important technology to financial institutions of all sizes across the globe, including

90 of the world’s top 100 banks. Our open architecture approach brings together a number of partners and innovators.

Together we are leading the way in which applications are written, deployed and consumed in financial services to evolve

with the changing needs of customers. Learn more at finastra.com
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