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Mortgage Cadence began looking carefully at lender performance
in 2012, just as lenders were beginning to see their mortgage Cost-toClose increase dramatically. The goal was to uncover the keys to high
performance lending. The hope was that the results would indicate that
loan origination technology was a key element in the success formula
for high performers.
To perform the study, we surveyed a range of lenders that
all used Mortgage Cadence loan origination technology to
sell home finance loan products to consumers in the US.
To rank performance, we collected data that we could use
to arrive at five key performance indicators: Velocity,
Borrower Share, Pull-Through, Productivity and
Cost-to-Close. Where it was available, we tapped regulator
filings for additional data points to contextualize our KPIs.
The initial study indicated that technology clearly played an
important role in the leading lenders’ overall performance,
as expected. As a leading technology provider to the
mortgage industry, this was the information we were hoping
to find. It gave us objective proof that the technology
employed by lenders to originate mortgage loans really
matters.

But that’s not all we found.

				
Because our study controlled for technology, we were
able to determine the impact of people and process on
loan performance. In addition, our study provided baseline
lending performance results at an inflection point in
mortgage lending history.

While no one could have known for sure at the time, 2012
was the beginning of the end of the refinance era. The refiboom lasted one more year and then abruptly came to an
end after more than 30 years.
					
Seven years later, our ongoing study goes well beyond
illustrating technology’s role in mortgage lending. It also
reveals the importance of people and process, ultimately
enabling lenders to pull the right levers to improve their
performance.

What We Learned in 2019

As with previous studies, we focused our research on the
five critical performance metrics that, together, do a better
job of defining high performance lending than anything
else we have found. We’ll dive deeper in the results section
below, but this graphic will set the stage for that discussion.
We’ve been tracking industry performance on this grid for
the past seven years now and it tells a very interesting story.

Graph I

US Lending Volumes and Mix v. Productivity and Cost-to-Close

Source: Mortgage Bankers Association’s Monthly Mortgage Finance Forecast
and the Mortgage Cadence Benchmarking Study

2012 and 2013 were good years
in the mortgage business from the
perspective of volume, cost-to-lend,
and Productivity.
The top portion of the graph indicates Cost-to-Close, read
on the left-hand axis and depicted by the blue line. This is a
critically important metric and it has risen significantly since
our study began. We juxtapose this data with Productivity,
illustrated by the brown line and read on the right-hand axis.
This is one of the most startling results of our annual
study. If you know a lender’s Productivity metric, you can
accurately predict their Cost-to-Close. This has led us to
study the staffing models of our high performers in order to
determine the optimal staffing model and its impact on the
mortgage lending department. More to come on this topic in
a future paper.
					
The bottom portion of the graph shows total US first
mortgage volume as reported by MBA between 2012 and
2018 and projected through 2021. Volume is illustrated by
the teal line.
					
The pink and white dots on the teal line give us a measure
of the ratio of purchase to refinance business in each of the
years studied. When pink is more prevalent, a larger portion
of overall loan volume is made up of refinance loans.

The bottom portion of the graph, for additional context,
also shows the 30-year fixed rate mortgage loan rate that
prevailed in each of the years shown in the graph.

Phases of Mortgage Loan Origination

The ten-year period shown in Graph 1 divides nicely into
four phases based on what was or what will be happening
during each phase. We have covered this extensively in our
previous reports, though here’s a refresher:			

Phase I: The Last Refi Cycle

Even though the historic refinance boom was many years
behind us when we began our study, our loan volume in
2012 and 2013, $1.7 trillion, was still nearly 75% refinance
business.
Rates were below 4% for new loans and those borrowers
who hadn’t lost everything in the foreclosure crisis or hadn’t
already refinanced their pre-crash mortgages did so during
these years. The effect was to dry up the refinance pool,
once and for all...or at least until rates dropped below 3.5%.
During this period, Cost-to-Close was below $3,000 per
loan and Productivity was high, averaging 5.16 closed
loans per employee for the lenders in our study. 2012 and
2013 were good years in the mortgage business from the
perspective of volume, cost-to-lend, and Productivity. As
we’ll see in Phase II, tougher times were on the way.

Phase II: Ready for Regulation

The environment lenders navigated between 2014 and 2016
made for some of the most difficult performance years in the
history of mortgage lending.

During this period, volume dropped
$700 billion, causing the market to
contract by 41%.
To make matters worse, the refinance mix dropped from
70% to 50%, making every loan more difficult. You can see
the impact in the chart above; the brown and blue lines
changed positions in 2014 (meaning Productivity decreased
while Cost-to-Close increased). While a reversal looked
possible going into 2017, that did not happen.
Volume was part of the reason for all of this. The regulatory
environment was another. Production staff was tasked
with implementing new ATM/QR and TRID I rules.
Instead of adjusting staffing levels based on loan volume,
previous staffing levels remained in place so lenders could
appropriately address regulatory changes.

Phase III: Stable Purchase Market

While the industry got close to getting their Productivity/
Cost-to-Close mix right in 2016, it didn’t happen and has
been getting more out of line since then. This does not bode
well.
The purchase mix increased again in 2017 to almost twothirds of total loans. Our newest data from 2018 showed
an even richer mix of more-difficult-to-originate purchase
transactions, further degrading overall productivity.
					
And the regulators are still working, too. Lenders were
(and are) still busy addressing HMDA and TRID 2.0, so the
regulatory environment that had such a strong impact in
the previous phase continues to have an impact in this third
phase. While we did see a reprieve on implementation of
the new Uniform Residential Loan Application, we have
no reason to believe that more compliance work is not
forthcoming.

Phase IV: Looking Ahead

We identified this difficult upcoming phase a few years ago
and nothing we have seen in the data has deterred us from
our expectations.
				
We can’t say for sure yet what lender Productivity and Costto-Close numbers will look like in 2019 and beyond, though
we do have the loan volume and business mix estimates
from the Mortgage Bankers Association.
				
Volume is expected to be stable and strong at $1.6 to $1.7
trillion each year, with 2019 volume estimated to be $1.787
trillion. While the MBA expects refinances to account for
30% of all mortgages written this year, that’s expected to fall
to 25% by 2021.
					

Similar to what we saw in our last report, both lender
Productivity and Cost-to-Close continue to be casualties of
the changing mortgage market, punished by the regulatory
environment and the continued re-balancing from refinance
to purchase activity. Thus, we are left with the following five
critical KPIs that define high performance lending, as Table I
illustrates.

Results from the 2018 Data

Here’s a closer look at the numbers from the most recent
year, based on survey and research data from participants’
2018 loan production.

Table I

Yearly Benchmark Results – Mortgage Cadence’s Five KPIs
Year

Velocity

Pull
Through

Borrower
Share

Productivity

Cost-to
a-Close

2012

68.13

43.58%

1.31%

5.36

$2,776

2013

61.07

48.14%

1.11%

4.74

$2,886

2014

54.76

40.68%

0.73%

3.12

$4,946

2015

65.24

45.95%

0.89%

3.66

$4,292

2016

58.49

49.84%

0.99%

3.77

$4,232

2017

56.29

50.08%

0.86%

3.31

$5,039

2018

64.53

48.21%

0.85%

3.33

$5,643

Averages

61.22

46.64%

0.96%

3.90

$4,116

Source: Mortgage Cadence Benchmarking Study

What We Learned in 2019

As with previous studies, we focused our research on the
five critical performance metrics that, together, do a better
job of defining high performance lending than anything else
we have found. Here’s how the numbers came out, based
on survey and research data from participants’ 2018 loan
production.
Velocity in 2018 was 64.53, up fairly significantly from the
56.29 days reported in 2017. Remember, this is across all
product lines and all channels. (The actual velocity for just
purchase loans, for example, is closer to 30 days.) Between
2012 and 2017, Velocity had been trending downward, falling
14% from 68.13 days when we started our research. Velocity
had fallen to a low of 54.76 days by 2014.
Lenders gave much of that back in 2018, which we
believe was the result of a housing supply problem. In
today’s market, there are more people who want to buy
homes than there are homes to buy, lengthening the preapproval process because of the supply shortage. The
best performing lender in the 2019 study bucked this trend,
closing loans, on average, in 32.5 days in 2018.
Lender Pull-Through in 2018 was 48.21%, down slightly
from 50.08% in 2017, which is the high-water mark for our
study. Up until this year, this metric was rising, though
slowly. Here, too, we must consider the macroeconomic
factor of housing supply shortage. A lender is not going to

close on an application if the borrower never finds a home
to purchase, a scenario which is more common when
demand continues to outpace housing supply. Only 43.48%
applications made it through to the closing table in 2012.
This is a critically important metric for lenders to track as a
small increase in Pull-Through can have a dramatic impact
on Cost-to-Close.

By 2018, Productivity for the
originators relying on Mortgage
Cadence technology was up to 3.33
loans per employee.

$5,643 to close a loan, more than double the $2,776 they
were spending in 2012.
But some lenders in our study performed even better than
that. The lowest Cost-to-Close reported in our 2018 study
was $1,043 per loan. In all, 86% of the lenders in our study
outperformed the MBA average Cost-to-Close.

The Path Forward

The mortgage market’s past 30 years have been full of high
volatility, an environment in which it was hard to plan and
even harder to design long-term repeatable processes that
produced profitable results.

This is another area in which the nation’s most effective
lenders are pulling ahead. Our top performing lender this
year saw a Pull-Through of an incredible 85.38%. If that
seems like too much of an outlier, consider that the next
highest was still at an amazing 70.3%.

Even so, the nation’s high performing lenders have
consistently realized high profits, even as their lending
environment has changed. Any reader of this report can do
the same, if they take the appropriate steps now. Here are
our suggestions:

Borrower Share has historically been a challenge for
lenders. When we performed our initial analysis in 2012,
lenders were capturing 1.31% of their existing borrowers
each year for a new mortgage. By 2017, that share had fallen
to just 0.86%. Fast-forward to this year, and not much has
changed, with the 2018 average Borrower Share measure
at .85%.

1. Benchmark your own performance.
You cannot know how well you’re doing without knowing
how your performance stacks up to your competition. After
seven years of creating our comprehensive performance
reports, we have fine-tuned the process so that it takes very
little of your time to participate. The result is a clear value
on each of the five critical performance indicators and your
institution’s rank in the sample set.

This metric shines light on an incredible opportunity for
lenders, as customers who already enjoyed a positive
experience with the institution are much easier to market to
than acquiring an entirely new customer. Our top performer
knows this, and capitalized on it, by working with 3.29% of
its previous customers in 2018.
Productivity has the clearest correlation to the lender’s
bottom line profitability. Invariably, the higher this metric
is, the more profit the lender will earn. Unfortunately, we
saw Productivity fall from 5.36 loans per full time employee
working in the mortgage department in 2012 to 3.31 loans in
2017.
But that’s the macro view. A closer inspection of the
numbers shows that the big fall was between 2012 and
2014, when Productivity fell nearly 30% to 3.12. Since
then, lenders have been slowly improving this metric. By
2018, Productivity for the originators relying on Mortgage
Cadence technology was up to 3.33 loans per employee.
(As compared to 2.0 loans per employee for MBAs study.)
In all, we saw 76% of Mortgage Cadence clients performing
better than the MBA Productivity average. In addition, we
saw a number of lenders performing extremely well here,
with our top performer closing more than 10 loans per
employee per month.
Finally, while the reported Cost-to-Close metric was
significantly less in our study than it was in the 2018
Mortgage Bankers Association survey, it was still the highest
it’s been since the study began. In 2018, it cost lenders

2. Take a closer look at your current staffing model.
There is a clear correlation between the way a lender staffs
its lending department and its overall performance. We
have seen this year over year. Our new staffing model can
provide guidance that will allow any lender to fine tune its
organization for higher profitability. We are happy to visit
with you about this at any time.
3. Streamline your process.
Our high performance lending equation contains three
factors: people, process and technology. You’ve already
taken a look at your staffing in the previous suggestion.
Now, it’s time to look at your process. We know there are
faster paths to immediate Productivity increases, though the
results they yield are typically short-lived. Though tedious, a
step-by-step review of the mortgage origination cycle from
application to close is necessary.
4. Trim back your tech stack.
Even though our study shows that technology accounts
for just 6% of the average lender’s Cost-to-Close, lenders
are still layering on new tools in an effort to find solutions
to old problems. This simply layers on cost and makes
the process more complex. Do more with the technology
you already own before you bolt on something shiny, but
ultimately not helpful.
5. Focus more on the borrower experience.
In a purchase money market, your institution’s reputation
in the market will be the key to marketing success. If you’re
not already convinced that borrower satisfaction is the
key objective for your entire lending department, you’re in
trouble.

Want to learn more?
Mortgage Cadence is ready to assist you in all of these areas and
we look forward to doing so. Please reach out to us with questions,
concerns or comments on these results and consider participating in
our next benchmarking study.
As EVP Marketing for Mortgage Cadence,
Dan Green brings over 30 years of mortgage
lending and technology expertise. He is the
author of our 7-year Annual Benchmarking
Study, enjoys weekends flying his plane,
chasing his grandson and eating cheese
curds on the porch of his Madison,
WI home. He can be reached at
daniel.j.green@mortgagecadence.com

Contact us!

heythere@mortgagecadence.com
or 303.991.8200

