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Mortgage technology

By Prabhakar Bhogaraju
Fannie Mae

To Gain Competitive 
Advantages, 
Mortgage Lenders 
Look to Leverage New 
Technologies

Mortgage lenders view Application Programming 
Interfaces (APIs) and Optical Character Recognition 
(OCR) as the top two technologies with the greatest 

potential to help improve or streamline processes, according 
to Fannie Mae’s Q1 2019 Mortgage Lender Sentiment Survey® 
(MLSS). 
      Ease of technology integration was the most important criterion 
cited by lenders when deciding to adopt a third-party API. 

Businesses are increasingly leverag-
ing digital technologies to reduce errors 
and costs, transact faster and drive a 
richer and better customer experience. 

In the mortgage industry, many pro-
cesses involve transmitting a large vol-
ume of data among a series of intercon-
nected parties, including consumers, 
investors and an array of service pro-
viders and stakeholders. Over the past 
few years, technological advancements 
such as artificial intelligence, APIs and 
document digitization have gained 
traction, enabling digital transforma-
tion. 

technology SUrVey
Through its quarterly MLSS, Fannie 
Mae’s Economic & Strategic Research 
Group recently surveyed senior mort-
gage executives to understand lenders’ 
views on these technologies, their cri-
teria for adoption of a third-party API 
and to gauge their interest in various 
API ideas. 

Nearly two-thirds of lenders selected 
APIs and OCR as the top two technolo-
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gies with the greatest potential 
to help improve or streamline 
processes. Similarly, APIs and 
OCR were the technologies 
reported to be most likely to 
be rolled out more broadly by 
lenders in the next two years. 

Among the various API 
ideas shown in the study, an 
API to “verify borrower qual-
ification” was the most ap-
pealing to lenders, followed 
by an API to “obtain apprais-
ers’ property appraisal value” 
and comparables.

“Ease of technology inte-
gration” was cited by lenders 
as the most important cri-
terion in deciding whether 
to adopt a third-party API. 
To ease integration, lenders 
indicated that government-
sponsored enterprises (GSEs) 
can help set clear industry 
standards, provide guidance 
on best practices and create 
user-friendly environments.

“Competitive advantages conferred” 
was the second most important criterion 

for lenders when 
deciding whether 
to adopt a third-
party API. Lenders’ 
sentiment suggests 
that APIs may be 
a way for them to 
create a differen-
tiated customer 
experience and de-
velop competitive 
advantages.

lenDer  
challengeS 
Throughout the 
past several quar-
ters, lenders have 
continuously re-
ported the chal-
lenge of declining 
profit margin and 
the need to reduce 

costs and improve customer experi-
ence.1

APIs and OCR have the potential to 
help address these issues. However, pre-

vious research has shown 
that integration difficul-
ties and investment costs 
are lenders’ top barriers. 2

Identifying the benefits 
that justify technology 
investments may not be 
easy since the impacts 
are often multi-layered 
and include a mix of di-
rect and indirect ben-
efits. For example, the 
better customer experi-
ence achieved through 
APIs and OCR may lead 
to increased referrals or 
subsequent refinance or 
purchase loan business, 
which may save on costs 
and create brand prefer-
ence.

APIs and OCR may 
also yield fewer mistakes, 
less rework and an abil-
ity to translate fixed labor 
costs into variable costs, 
allowing a business to 

scale capacity up or down as the market 
expands or contracts. 

To properly justify technology invest-

ments, it is important to consider the 
indirect benefits, including time savings 
and customer good will, in addition to 
the more direct cost savings. To learn 
more, read Fannie Mae’s Mortgage 
Lender Sentiment Survey Special Topic 
Report, “APIs and Mortgage Lending.”
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