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Background of the research
An introduction to the themes explored in this report

The mortgage industry is facing challenges due to rising interest rates, inflation, and declining origination volumes. This report provides insights into how mortgage enterprises can
navigate through the downcycle and sustain their business by managing their portfolio and leveraging technology and partnerships.

To protect their bottom-line and prepare for the future, mortgage enterprises are adopting digital technologies, such as advanced analytics and cognitive aids, to improve operational
efficiencies and customer experience. However, it is important to take a strategic approach and integrate these technologies into a cohesive and comprehensive solution that aligns with
business goals.

In this report, we discuss how by taking a strategic approach to technology and partnerships, mortgage enterprises can position themselves for long-term success in a competitive and
rapidly-changing market. We focus on:

e Challenges during the mortgage downturn

e Examining enterprise priorities in the mortgage downturn

e Operational and technical pain points of mortgage enterprises

Scope of this report N,
& - B
\ e/

N~
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Geography Industry Services Use cases
Global Banking and financial services, Business process services Publicly available information and
focusing on mortgage operations Everest Group resources

Note: The trends captured in the report are global even if the macro factors taken are US representative
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This study offers four distinct chapters providing a deep dive into key aspects of mortgage
bps market; below are four charts to illustrate the depth of the report

gage servicing rising?

Composition of servicing costs (% of total servicing costs)

60-70%

Direct servicing costs

Expected changes in the costs

REO costs

Administrative costs

Direct servicing costs

20-30%

Administrative costs

10-20%
Real estate-Owned
(REO) costs

Low growth High growth

= Property management expenses are expected to reach higher levels. Since, another foreclosure crisis is unlikely
and unwanted, the number of loans moving to foreclosure would be relatively low.

future.

Broader inflationary trends, more regulatory pressure, and lack of skilled talent may drive these costs higher in the

These are expected to rise further due to higher labor costs, rising complexity of compliance, higher reporting

standard and regulations, and more customer engagement and solutions.

How some enterprises are countering these pain points

Enterprise  Partner

i__"' Poor customer experience

Objective

i__ ' Compliance and regulations

Solution

i__ Operations structuring challenges

NOT EXHAUSTIVE

Result

FICO

Jknab

NAB aimed to optimize communication
methods for debt collection while improving
customer satisfaction and convenience.

FICO implemented automated, multi-
channel customer contact for NAB's debt
collection using templates and scripts adjusted
for severity and preferences.

NAB's net promoter score has significantly
increased as it currently automates 75% of its
customer contacts

n @ LexisNexis

Requirements for the optimization included
balancing security and customer adoption of
online channels, minimizing rejection and
decline rates, and accurately detecting and
preventing fraud.

CBD utilized ThreatMetrix to improve fraud
detection with global digital identity intelligence
and dynamic behave oral analytics.

Significantly increased the number of trusted
transactions

Reduced step-ups by 40%

Decreased the number of policies from 30 to
4, minimizing operational burden
Implemented an end-to-end decision flow to
utilize intelligence across customer journey

S PEGA

Truist faced an unprecedented surge in
customer requests for mortgage assistance
due to the COVID-19 pandemic, leading to
long wait times and the need for rapid and
innovative response.

Truist collaborated with Pega to integrate their
back-end workflow systems with front-end
client portals and implement electronic
communication channels

Loan modification process reduced from 90-
120 minutes to 5 seconds

Reduced team and system handoffs and
manual updates

Source: Company websites

| Taking a strategic approach

Investing in future capabilities

NN

Improve efficiency in servicing operations
Develop scale capabilities during the downturn that can be readily
deployed during the upcycle. This can include investing in technology and
building strategic partnerships.

Focus on reducing costs, improving efficiency, and managing risk in
servicing operations. This can include strategies such as reducing
headcount, streamlining processes, and tightening credit standards.

hy invest in capabilities?

Average total cost of origination Average total cost of origination

In US$ (Q4 2020 (Freddie Mac))

US $4,641

Average of top performers

7,938 3
$ 3Xiis the efficiency of the most cost-
effective lenders when compared to the
least cost-effective lenders

US $12,789

Average of bottom performers

Q4 2020 Q4 2022

Total loan origination expense per loan in Q4 2022, according to MBA,
has grown to US $12,450, which is about 50% more than two years prior.

The top performers achieved lower costs and improved efficiency
through increased digitization and effective strategies

Rising costs driven by inflation and higher wages, supplemented by inefficient tech, are draining enterprises’ resources.
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Reports title Release date

Financial Crime and Compliance (FCC) Operations Provider Compendium 2022 October 2022
Navigating the Regulatory Tightrope via End-to-End Solutions — Financial Crime and Compliance (FCC) State of the Market 2022 January 2023
Emerging Geographies' Specialized Banking, Mortgage, and Risk and Compliance Needs February 2023
Capital Markets Operations — Services PEAK Matrix® Assessment 2023 March 2023
Disrupt or Be Disrupted: a Payments Outlook for the Digital Age April 2023
The FinTech Industry's Outsourcing Needs May 2023
Generative Al: The New Age of Artificial Intelligence May 2023
Capital Markets Operations — Provider Compendium 2023 June 2023
BPS Top 50 — 2023 June 2023
Steering through Uncertainty: The Impact of Recent Bank Failures on Banking Enterprises and Business Process Services (BPS) Providers June 2023
Weathering the Storm: A Roadmap to Navigate the Mortgage Downturn June 2023
Banking Operations — Services PEAK Matrix® Assessment 2023 Q3 2023
Banking Operations Services Provider Compendium 2023 Q3 2023
Banking Operations State of the Market 2023 Q3 2023
Focus on Rising Fraud on New Platforms: Through the Lens of Trust & Safety and Financial Services Q3 2023

Note: Click to see a list of all of our published Banking and Financial Services Business Process reports
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Everest Group is a leading research firm helping business leaders make confident decisions. We guide clients through
today’s market challenges and strengthen their strategies by applying contextualized problem-solving to their unique
situations. This drives maximized operational and financial performance and transformative experiences. Our deep
expertise and tenacious research focused on technology, business processes, and engineering through the lenses of
talent, sustainability, and sourcing delivers precise and action-oriented guidance. Find further details and in-depth content
at www.everestgrp.com.
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Everest Group is not registered as an investment adviser or research analyst with the U.S. Securities and
Exchange Commission, the Financial Industry Regulatory Authority (FINRA), or any state or foreign securities
regulatory authority. For the avoidance of doubt, Everest Group is not providing any advice concerning securities
as defined by the law or any regulatory entity or an analysis of equity securities as defined by the law or any
regulatory entity.

Bangalore
india@everestgrp.com
+91-80-61463500
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London

unitedkingdom@everestgrp.com
+44-207-129-1318

Toronto
canada@everestgrp.com
+1-647-557-3475

This document is for informational purposes only, and it is being provided
“as is” and “as available” without any warranty of any kind, including any
warranties of completeness, adequacy, or fitness for a particular purpose.
Everest Group is not a legal or investment adviser; the contents of this
document should not be construed as legal, tax, or investment advice.
This document should not be used as a substitute for consultation with
professional advisors, and Everest Group disclaims liability for any
actions or decisions not to act that are taken as a result of any material
in this publication.

and nothing provided by Everest Group is legal, tax, financial, or investment advice. Nothing Everest Group
provides is an offer to sell or a solicitation of an offer to purchase any securities or instruments from any entity.
Nothing from Everest Group may be used or relied upon in evaluating the merits of any investment. Do not base
any investment decisions, in whole or part, on anything provided by Everest Group.

Products and/or Services represent research opinions or viewpoints, not representations or statements of fact.
Accessing, using, or receiving a grant of access to an Everest Group Product and/or Service does not constitute
any recommendation by Everest Group that recipient (1) take any action or refrain from taking any action or

(2) enter into a particular transaction. Nothing from Everest Group will be relied upon or interpreted as a promise
or representation as to past, present, or future performance of a business or a market. The information contained
in any Everest Group Product and/or Service is as of the date prepared, and Everest Group has no duty or
obligation to update or revise the information or documentation. Everest Group may have obtained information
that appears in its Products and/or Services from the parties mentioned therein, public sources, or third-party
sources, including information related to financials, estimates, and/or forecasts. Everest Group has not audited
such information and assumes no responsibility for independently verifying such information as Everest Group
has relied on such information being complete and accurate in all respects. Note, companies mentioned in
Products and/or Services may be customers of Everest Group or have interacted with Everest Group in some
other way, including, without limitation, participating in Everest Group research activities.
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