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Welcome

Welcome to Mortgage Mutterings - a
collection of our thoughts about the IT
and ecommerce happenings in the
mortgage market.

E-commerce has become the default
in the mortgage market and in many
ways this market leads the rest of the
financial services in its adoption of e-
services.

Can you now imagining life without
sourcing systems? How many major
mortgage networks have now heavily
invested in POS technology? And
many lenders now take nearly all
applications electronically -
unthinkable only 5 years ago.

With more and more pressure from
the regulator for advisers not only to
be treating customers fairly but to be

able to prove it, the wuse of
ecommerce is only likely to increase.

Our aim with Mortgage mutterings is
to look at some of the drivers behind
these trends and explore the impact,
while investigating some of the
potential solutions coming forth.

In this edition:

Subprime does not have to
mean Sub Standard

Improving the mortgage
sales process

Intelligent Information

Front office vs Back office

“With more and
more pressure
from the regulator
for advisers not
only to be treating
customers fairly
but to be able to
prove it, the use of
ecommerce is
only likely to
increase..”
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For example AT8 have been
working with a new company, Verifi
Solutions, who look at bringing
forward the client assessment and
credit checking in the sales process
so the adviser can recommend the
right products at the start of the
process. | was pleased to see in the
latest FSA research they state, as an
example of good practice “A firm
obtains credit references on all
occasions to assess the credit
status of applicants”. To achieve
this though needs a clear and
simple systematic approach and |
believe Verifi have cracked this. In
addition the Verifi approach
includes calculators to ensure
checks such as affordability can be
easily done and consolidation of
debt is not inappropriate.

Sub Prime does not have to mean Sub Standard

Boy, has the Sub Prime market
had a lot of attention recently.
Many have concluded that the
stock market falls of last week
are directly linked to some
cavalier lending in the US
market while over here many
lenders have withdrawn from
this sector. In addition the FSA
has been increasing its
attention on the Sub-prime
market; only last week two
more brokers were fined
because of mortgage advice
failings while another was
censored.

In essence the issues on both
sides of the market are linked
to poor advice and loan
underwriting and an
overwhelming belief that the

The subprime and self-certification
markets are important parts of the
UK financial services industry and it
is important that they continue to
thrive and grow. However there is a
real danger of a backlash as a
response to the current industry
happenings. To avoid this it is
essential that the industry takes
best practice sales approaches
onboard and does so quickly.
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good days would go on
regardless. | would have thought
that the lessons of the early
nineties would have scuppered
such optimistic delusions. Selling
the wrong mortgage product to
the wrong people, without the
proper checks such as
affordability can only have one
long term result .

AT8 have long held the opinion
that technology can help
advisers “know your client” and
in doing so avoid the problems
we are witnessing today. This
goes beyond moving the current
sales processes to an electronic
form (although this in itself is a
big step forward) but looks at
changing the sales process itself.
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Improving the Mortgage Sales Process

In the previous article we mentioned a new startup company, Verifi Solutions. Verifi
are also launching a solution to bring forward in the mortgage sales cycle the credit
checking of clients. With the FSA scrutinising the mortgage sales process closer and

closer, having better information on the clients’ credit position earlier in the sales
Warwickshire process makes perfect sense.
CV35 7RR
The problem is who will pay for the credit check? When done late on in the sales
process the lender pays but here the lender isn’t yet identified — will clients or
Phone: brokers pay?
0121 314 2504
If the business model is right | believe they will as the benefits will be considerable

Fax: for both parties.

08704 794074

First, if the broker can pre qualify the business before it is sent to the lender then

o they will be presenting business that is cheaper to process and will be well within
their rights to negotiate higher proc fees.

mark.loosmore@at8-

grovp.com Second, speed is always of the essence in the mortgage market both for the client
Web Site: who wants to complete on a purchase and the broker who wants to be paid.

R D Avoiding applications being bounced from inappropriate products being applied for
surely is a substantial benefit.

Third, if brokers are to move more and more to a fee based model then they need to
be able to demonstrate value in the way that financial planners do when they
produce detailed financial plans. Quite simply handing over a KFl doesn’t cut it. A
report analysing their credit worthiness however begins to build such value.

AT8 Group Ltd is ainnovative
consultancy company with
knowledge, skill and

experience across a broad Additionally the service improvement to the client from being able to recommend

knowledgably the right product based on the client’s true circumstances must be
worth a great deal. Added to this the fact that the right product can be
recommended up front with greater certainty than the rate quoted will be honoured
and the dubious practice of scheme cascading will be avoided, should delight both
the FSA and the client.

range of Financial Services

and IT related disciplines.

Last but not least is the proof to the regulators that every effort has been made to
address the exact requirements of the client and hence avoiding the wrath of the
FSA whom many commentators believe will start hitting the mortgage market hard
unless standards improve.

Work needs to be done by Verifi to add other services and analytical tools around
the credit check area to help the adviser maximise the benefits from the data made
available but does the business case stack up for accessing more data earlier in the
sales process — we believe it does!
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Intelligent Information? by Nick Berry, MD of Verifi Solutions Limited

With few exceptions mortgage advisers wish to provide clients with a first rate professional service. The current
regulatory emphasis on TCF (Treating Customers Fairly) is a worthy stance but one that does require an in-depth
understanding and knowledge of the client and transaction in question. Only when an adviser is in possession of
relevant and accurate information can they hope to provide appropriate and suitable advice.

There continues to exist within the mortgage market a bewildering array of choice when recommending lenders
and lending schemes. The mortgage sourcing companies provide advisers with essential tools allowing them to
search these options. However, the results and accuracy of any sourcing exercise will be based upon the
information declared by the client. In other words you can only expect to get accurate information out of a system
if accurate information has first gone into it. As we all know eligibility for many of the lending schemes promoted is
strictly controlled by the clients’ credit profile and the property value. By delivering this information to the adviser
prior to undertaking the mortgage sourcing exercise Verifi enhances the advisers’ ability to find and recommend
the most appropriate option available.

There are number of tangible advantages both to the adviser and the client in undertaking this process. Not least is

the potential to speed up the advisory and application
processes. Being able to target a suitable lending scheme
with the knowledge that the client will be eligible reduces
the need to submit Decision in Principals and removes the
possibility of case rejection by a lender following submission.
The increasing cost of application and booking fees and the
non refundable nature of many means that clients could lose
substantial sums of money should they fail to meet a lenders
scheme requirements. An alternative to losing fees may
involve the lender cascading the client to a less appropriate
and inevitably more expensive scheme which could result in
long term additional cost. Neither of these situations will
engender goodwill between client and adviser and could be
potentially damaging to the health of a clients bank account.

The objective of Verifi Solutions and our application of the
“I!nt el | i g e n tconckphif to deliveatb adwsers’ at
the most relevant time information which will impact
positively on their approach to a client assisting in the
accuracy and quality of the advice and recommendations
provided“ enabl ing better advic
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Front vs Back Office?

In the good old days the demarcation between a front office and back office system was clear and many distributor
IT programmes had different suppliers for each. Openwork had a POS system from Focus and a back office from
Sirius, Intrinisic had a POS system from N4 and a back office from Vertex.

However in the less successful projects, two suppliers often meant two ets of licence fees, two parties blaming each
other, poorer integration between systems and confusion where functionality overlapped. As a result more and
more clients have started to look for a single supplier across both areas. Vertex were one of the first to respond
launching Adviser Evolution to compliment Adviser Office but others have followed. Back office suppliers like
Intelliflo have strengthened their factfind capability and generally improved their front office credentials. Others,
like the recently launched DPOS from Distribution Technology redraw the split between front and back office
leaving policy administration and commissions management as back office but moving CRM functions (traditionally
the domain of the back office) into the front office. Others persist with the traditional separation on the basis that
the two disciplines are different and experts in each, partnering together, will produce the best solution.

Who is right or wrong will ultimately depend on the individual distributor that is looking to implement the solution
and there is no, one right answer for everyone. Budget, size, complexity of distribution, product range, culture, IT
strategy and the skill set of the sales force will ultimately lead the distributor’s decision but it is a decision that is
getting more and more complex, but with so many good new systems out there, more and more rewarding.

Introducing AT8

Below are some the areas of expertise where we have
implemented solutions:

AT8 Group Ltd is a new company set up by
Mark Thelwell, Mark Loosmore and Nigel
Smith. The directors have complementary
knowledge, skill and experience across a
broad range of Financial Services and IT e E-enablement capability and efficiency audit
related disciplines  [including S&M, (followed by consultancy and programme
Regulation, ECommerce (POS, Portal et management)

e Point of Sale process improvement and IT solutions

Corporate Management and Directiol
Process Improvement/Change Manageme
and Software Development]. Our
experience with Providers, intermediaries,
lenders and IT companies puts us in a
strong position of understanding needs and
opportunities. We intend to use this along
with our ability to innovate, to proactively
create and implement differentiated
business improvement propositions that
add tangible value to our financial services
clients and partners.
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Worksite marketing solutions
Business/Sales/Change Management

Mergers & Acquisitions

Strategic Review and governance

New business initiatives and company start-ups
Business process re-engineering

Regulation and best business practice

IT Vendor Selection



