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Technology adoption gains
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Title agents were forced to upgrade their systems or, worse yet for some,
purchase entirely new platforms to support the regulatory changes.
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However, the untimely cost became an investment that has many benefits.
would be driven by modest increases in home sales and stabilizing
home prices.
For agents across the country, the reality of the RESPA final rule finally set in around November or December 2009.
Hopes for an implementation delay began to wane industry-wide, and Jan. 1 went from being an unlikely deadline to
becoming an immediate threat.
For many in the title insurance industry, the regulatory change was partnered with the need to upgrade production
platforms to support the new forms and processes attached to the final rule. However, for others who had resisted
technological advancements to date and were working off of legacy systems, the new regime meant a massive
expense in the adoption of much more sophisticated solutions than what they had been working from before.

Whether it’s refis, REO sales or purchases leading the way, Petrelli
said title agents shouldn’t be pursuing short searches in these
market conditions.
“Last year, in particularly in the last couple of months leading up to the changes, was quite hectic on every front
for existing customers and new customers. Change always is good as it relates to technology. It gives providers an
opportunity to show what they do and really accentuate some of their necessity in this process. And this was
obviously a big one,” said Paul Bandiera, chief strategy officer for Plano, Texas-based RamQuest Inc.

The hands of many were forced by RESPA and the necessity that came with it for agents to adopt more advanced
technologies in their offices. So, as it turned out, the rule that was written specifically to help consumers in the
home-buying process has also become one that holds unintended benefits for the title insurance industry at-large.

The RESPA push

That benefit did not come cheaply, however, noted Barbara Miller, co-founder, president and chief operating officer of
Annapolis, Md.-based TSS Software Corporation.

“You’re either getting less premium to do the same job, or you’re
getting the appropriate premium but the real property is likely to
have more problems associated with it than is typical. Those are
things that indicate the industry can’t be doing short searches
because there’s not enough money on the refinance side, and
there’s more problems than ever on the foreclosure and REO
side,” he said.
“The value of this benefit must be considered in the broader context of the enormous costs that RESPA reform has
imposed on the industry at a time when it could least afford such new and additional costs. So, our observation is that
a significant percentage of settlement services providers have taken a minimalist approach to technology changes,”
Miller said.
While many may not have yet taken advantage of the options available in the tech marketplace today, Miller said many
agents rather upgraded to what was necessary to comply with the RESPA final rule.
At the same time the industry accepted that the new RESPA would become a reality, Jennifer Dumas, senior vice
president of product development and customer care at PropertyInfo Corp., a Stewart company, noted agents also
realizing the extent of the regulation’s reach and how it would vastly change how they conduct business.

“As people started learning and realizing it was not just a form change, that started making them look to their software
to handle a lot of the process changes for them. We definitely saw a surge in software sales in the November and
December 2009 timeframe, Dumas said.
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Ken Trepeta, director of real estate services for the National
Association of Realtors, said the 2011 prediction for existing home
sales is projected at 5.2 million. 2010 existing homes sales came
in at about 4.7 million which exceeded NAR’s revised prediction of
4.5 million.
“We’re not going to return to the days of the easy sale anytime
soon. People are walking a tight rope already with deals, and
I think that’s going to continue a bit,” he said. “If the economy
rapidly improves, there will be an improvement, but I still think
there’s a lot to get used to and each transaction is going to seem
like it’s harder than what people were used to, even in prior normal
markets,” he said.
“I think [our brokers] have accepted or planned for a 5 million sales
market — in fact, they look forward to it if it happens. That’s a
good thing at this point, whereas it was a horrible thing a couple
of years ago — going from 7 million to 4.5 million. That took some
getting used to.”

Regulation

There is a greater emphasis on how new regulation will affect future
mortgage business during this recovery, everything from the ongoing implementation of the Dodd-Frank Act to additional fallout from
the robo-signing controversy. Anne Anastasi, president of Genesis
Abstract LLC and current president of the American Land Title
Association (ALTA), highlighted two important movements to pay
attention to in 2011: federal land recording and the reform of the
government-sponsored enterprises (GSEs).
Many believe The Transparency and Security in Mortgage Registration Act, introduced by Rep. Marcy Kaptur, D-Ohio, is the
gateway to a federal land title recordation system.
Anastasi said the title industry needs “to continue to make a forceful case about why our land recording and property rights system
is the envy of the world,” this year.
Talk about the GSEs has cooled recently, but reform of Fannie
Mae and Freddie Mac is still a story of intrigue in 2011. “The GSEs
command around 90 percent of the lending market, and if not
done thoughtfully, changes could pose unintended consequences
to fragile housing markets,” Anastasi said.
And of course, everyone still has an eye on the future of the HUD-1

and the Truth in Lending Act (TILA) forms. Kevin Breeland, general
manager of Residential Mortgage of South Carolina LLC, said the
concerns about proposed changes to TILA are centered around
these issues: Will the new TILA be aligned more with the new
GFE; what will be the practical implementation of this proposed
change; and what is the cost, especially considering the cost
associated with the GFE and HUD-1 changes 12 months ago.
On the positive side, Stewart Morris, Jr., president and co-chief
executive officer for Stewart Information Services, sees one piece
of legislation as a benefit for title agents. HR 2449, if passed, will
require the lender to deliver closing documents to the settlement
service provider four days before closing and require the provider to
deliver the documents to the consumer three days before closing.
“This opportunity would allow consumers to see their documents
ahead of the closing and to review such things as whether their
name is spelled correctly, the [annual percentage rate] is what they
expect, the property description and address are right and more,”
Morris said. “The title industry can help their lender customers
comply with the new requirements. I also think that the early
delivery opens the door to e-signing at least some of the documents, if the title company delivers the documents to the consumer
online and in a system that allows e-signature. That would be a
nice step forward.”

Glimpse at mortgage origination activity

Contrary to many forecasts, Breeland believes there will be
a slight increase in the mortgage origination market in 2011.
However, he named the following impediments that will continue to put pressure on the market:
n
n
n
n
n
n

QE2, the Fed’s “quantitative easing” efforts
Fear of inflation
European debt concerns
Inflation in China
Unemployment
Overwhelming U.S. debt

“Let’s not forget about ongoing foreclosures and new foreclosures putting pricing pressures on communities around the
country,” Breeland said. “Interest rates appear to be pointing
higher for 2011, and regardless if they only move up to 5.5
percent, that is still 1.5 percent higher than the summer of
2010. There will be borrowers who will not qualify because of
the higher rates. We have an entire generation of homebuyers
who never had to produce any documentation, haven’t seen
rates above 7.5 percent, and now have a hard time understanding why they don’t qualify. Continued credit tightening will
disqualify additional borrowers. Higher rates, continued real
estate pricing pressures and overall consumer sentiment will
dictate mortgage originations in 2011.”
Ken Trepeta, director of real estate services for the National
Association of Realtors, labeled the approach of regulators in
their handling of market activity as “schizophrenic,” causing
there to be fewer qualified buyers in a buyers market.
“On one hand, you have people in the government talking about
the need for banks to lend, and on the other hand they’re telling
us you can’t do anything risky. Well, there’s a line there, and to
lend more you have to cross the risk line a little. You can’t really
do both. You can’t lend more and be safer,” he said.

