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Merkle Commentary and POV

As the market moves toward a purchase-based mix, some traditional mortgage companies are seeking growth outside 
the singular mortgage product set. To that end, recently Quicken Loans and Loan Depot took advantage of the success 
of Peer-to-Peer lenders and started offering personal loans. The personal loan market has been steadily growing since it 
hit bottom in 2010 after the financial crisis, and the demand for these loans and the supply of capital has been growing 
stronger. It's difficult to predict how much longer this trend can continue; some P2P lenders have recently reported 
credit issues, which is likely less an industry issue, and more a learning experience one. 

Additionally, more lenders are starting to offer Home Equity Loans, which we observed prior to the housing "bust," but 
nowhere near those levels. Broadening the product offering makes sense for the short-term, but the secondary market 
for these products is not as liquid as the mortgage market, and there may come a time when the market tightens up... 
if that happens, these products can shut down overnight without reasonable access to capital. This will not be the case 
for banks that offer personal loans and home equity loans in part with deposits. 

For typical mortgage mono-lines, personal loans and home equity lending are not a long-term strategy unless they are 
on the bank path. For instance, consider what happened to the credit card mono-lines; they either disappeared 
(Providian) or became part of a bigger bank (Capital One). At the very least, these mortgage players should maintain 
the personal loan business as a small percentage of their overall business, while staying focused on building their 
purchase mortgage experience to meet the expectations of millennials and new home buyer segments. Quicken seems 
to be doing well with both priorities with the recent launch of Rocket Mortgage. Conversely, it would be wise for the 
P2P lenders to consider broadening their product offering in the direction of the mortgage lending business. Moving in 
that direction, to a more stable and liquid market, seems to make sense for the long term.  

Dan Moore
Senior Director of Bank Marketing Strategy &
Consumer Lending Subject Matter Expert 
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Total Consumer Debt Outstanding Over Time 

Source: New York Federal Reserve Q3 2015 Household Debt and Credit Report

Total Debt Balance and its Composition

Aggregate household debt balances increased in Q3 2015 to $12.07 trillion, a $212 billion increase from Q2 2015. 
Mortgage balances increased to $8.26 trillion, a $144 billion increase from Q2 2015. Meanwhile, HELOC balances 
fell $7 billion, to $492 billion. Non-housing debt balances increased in Q2, boosted by a $40 billion increase in 
auto loan balances, and gains in credit card and student loan balances of $11 billion and $13 billion respectively.

The increase in outstanding student loans is especially a burden 
on millennials as they graduate. Some of the mortgage debt and 
auto loan increase is also attributable to older millennials who 
may be beginning their lives independently from their parents.
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Mortgage Rates Remained Stable in 2015

In 2015, mortgage rates moved within a fairly tight range. At their lowest, conventional 30-year fixed rates 
averaged 3.59%, and at their highest averaged 4.09%. 

Implications: Stagnant mortgage rates have helped consumers, especially first-time buyers. As rents climbed 
nationwide, mortgage payments remained relatively stable. With availability of low- and no-downpayment
mortgages, and with lenders approving loans at a higher rate, getting into a new home has become eaiser.

Interest Rates: 30-Year Fixed-Rate Mortgage

Source: Green, Dan. “2016 Mortgage Rate Forecasts, Made By Mortgage Industry Insiders” The Mortgage Reports (01/06/2016). 
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Mortgage Rates Hit 10-Month Low in February 

Despite the Federal Reserve's decision to hike interest rates at the end of 2015, mortgage rates have continued 
to dip. Volatility in financial markets driven by the falling price of oil and concerns of a global economic slowdown 
has pushed investors more towards U.S. Treasuries. This, in turn, has kept rates low for potential home buyers.

Freddie Mac reported on February 11 that the average 30-year fixed-rate mortgage fell from 3.72% to 3.65%, its 
lowest point in 10 months. Meanwhile, the average rate on a 15-year fixed rate mortgage slipped from 3.01% the 
week before to 2.95%. 

Source: "Mortgage Rates Fall for 6th Straight Week, Hit 10-Month Low" USA Today (02/11/16) Mitchell, Benjamin F.
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More Homeowners Rise From Underwater

Sources: Kusisto, Laura. “More Homeowners Rise From Underwater.” The Wall Street Journal (12/04/15); The Zillow Negative Equity Report for Q3 2015; 
“Underwater Property Numbers Fall: RealtyTrac” Credit Union Times (02/03/16) Atkinson, William

In Q3 2015, almost 1 million fewer homeowners were underwater versus the prior three months. The Zillow 
Negative Equity Report for Q3 2015 found that just over 13% of homeowners with a mortgage were upside down, 
a decrease from almost 17% the prior year. 

Negative Equity Time Series (U.S.)

At the end of 2015, 
RealtyTrac reports that 6.4 
million U.S. properties —
or 11.5% of all properties 
with a mortgage — were 
“seriously underwater.” This 
figure was down from 7.1 
million, or 12.7% of all 
mortgaged properties, in Q4 
2014.
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MBA Mortgage Finance Forecast

According to the Mortgage Bankers Association, overall mortgage origination volume will be down due to a 
reduction in refinances, but the positive impact of the improving economy on home purchases will offset the 
reduction in 2016.

Implications: There will be continued focus on cross-selling HELOC products to new mortgage customers, as 
well as implementing new strategies for mortgage acquisition focused on purchase. 

Mortgage Bankers Association (MBA) Mortgage Finance Forecast  January 20, 2016

Source: Mortgage Bankers Association (MBA) Mortgage Finance Forecast - January 20, 2016
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Borrowers Who Qualify for Refinance Increased by 30% Since January

The number of mortgage borrowers who qualify for refinancing rose during the first two months of 2016, as 
interest rates fell 30 basis points. The number of borrowers who could qualify and benefit from refinancing 
surged 30%, or 1.5 million, according to the Mortgage Monitor Report from Black Knight Financial Services. 

The increase brings the total number of borrowers who could save about $3,000 per year due to declining 
interest rates to 6.7 million. If the 30-year mortgage rate dropped to 3.5%, Black Rock says the number of 
refinanceable borrowers would rise to 8.8 million, marking the highest level since 2012-2013.

Sources: "Borrowers Who Qualify for Refinance Increased by 30 Percent Since January" HousingWire (03/07/16) Thompson, Kelsey; Wheatley, Mike. “Five Million 
Homeowners Could Benefit From Refinancing.” RealtyBizNews (01/13/16)

“This expansion of potential 
candidates could very well provide a 
welcome and unexpected lift to the 
market as we move forward in 2016.”

- Ben Graboske, Black Knight Data & Analytics
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Despite Student Loans, Grads Are Buying Houses

Despite carrying large amounts of student loan debt, a recent 
study by Zillow finds that college graduates are purchasing 
homes. According to the study, there is a 70% chance that 
graduates with medical, law, and doctoral degrees will buy a 
house, compared to 66% for those with master's degrees, 
61% for those with bachelor's degrees, and 56% for those 
with associate's degrees. 

Source: Edwards, Greg. “Despite Student Loans, Grads Are Buying Houses.” St. Louis Business Journal (09/21/15)

Student Loans and Home Ownership
Student debt barely affects chances of buying home

“As total student debt continues rising, there is general 
apprehension that this trend may prevent millennials from buying 
homes. But our research helps put these fears to rest to some 
degree, because as long as accumulating that debt actually does 
result in getting a degree, debt itself is not quite the obstacle to 
homeownership that conventional wisdom makes it out to be.”

- Svenja Gudell, Zillow Chief Economist
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HELOC Originations: Still Generating Over $30BN/Quarter 

Implications: As existing homeowners take advantage of growing property values and HELOC originations 
continue their growth trend, lenders can stay ahead of the competition by using advanced analytics to target 
the right customers and increase profitability. 

Source: Experian-Oliver Wyman Market Intelligence Report Q3 2015

According to the latest Experian-Oliver Wyman Market Intelligence Report, HELOC originations continued strong 
in 2015, reaching $44 billion in Q3 2015. HELOC delinquencies remained consistent, with a slight uptick in Q3 2015 
for those 30 to 59 days past due.

HELOC Origination Volume Limits  (in $BNs) HELOC Delinquency Rates as % of Balances
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Home Equity Increasing As Prices Rise 

Implications: As home values have increased, the equity in homes have also been on the rise, increasing the 
interest consumers will have in home equity loans in 2016.

Sources: CoreLogic’s Q3 2015 Equity Report; "Homeowners Enjoy Big Gains in Home Equity, N.Y. Fed Finds" American Banker (02/12/16) Wack, Kevin  

According to CoreLogic’s latest Equity Report, as home prices rise across the country, many homeowners are 
benefiting from the additional equity in their home.  

“Homeowner equity is the largest source of wealth 
for many Americans. The rise in home prices, 
expected to be at least 5% in 2016, will continue to 
build wealth and confidence across America. As 
this process continues, it will provide support for 
the housing market and the broader economy 
throughout next year.”

- Anand Nallathambi, President and CEO of CoreLogic

The Percentage of Homes by State in Positive Equity
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U.S. Economic Outlook: Home Equity Loans Make a Comeback

Source: www.corelogic.com/blog/authors/frank-nothaft/2016/03/us-economic-outlook-march-2016.aspx?WT.mc_id=crlg_160314_h0lLJ#.Vub0CP72YdU 

After years of falling volume, home equity lending 
is making a comeback. During the first nine months 
of 2015, lenders approved nearly one million new 
HELOCs with an aggregate credit limit in excess of 
$115 billion.

In the past, homeowners looking to tap the equity 
in their homes might also have considered a cash-
out refinance of their first mortgage. But over the 
past few years, the majority of home owners have 
already taken out a new mortgage with a very low 
interest rate. Rather than refinance, homeowners 
can consider using a HELOC to convert equity into 
cash for home improvements or other needs.

61 Million Owners Have at Least 25% Home Equity

Today, more than 60 million homes are either owned free of debt or 
the owner has at least 25% equity, an increase of more than 10 million 
homeowners with at least 25% equity since the Great Recession.

Implications: Two factors driving the growing consumer interest in HELOCs are the growth in home equity and 
the desire of homeowners to keep their low-interest-rate first mortgage.
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Credit Availability: Underwriting Cautious but Loosening Slightly 

Source: www.corelogic.com/blog/authors/archana-pradhan/2016/03/credit-availability-trends.aspx?WT.mc_id=crlg_160314_h0lLJ

• Since 2001, credit availability has shifted from very 
loose during the years immediately preceding the 
Great Recession to very tight

• The credit risk attributes of borrowers have shown 
dramatic variation in the last 15 years

• The average credit score of borrowers has increased 
from roughly 690 in 2001 to almost 750 in 2015

Average Credit Score of Purchase Money Loan 
Borrowers by Percentile

Housing Credit Index (HCI)

• Looking at the recent trend, the Housing Credit Index 
(HCI) for 2015 indicates an increase in credit 
availability, but still remains significantly tighter than 
it was during the benchmark period (gray bar below)

• The 2015 HCI increase has been driven by a rise in 
the share of FHA loans and new affordable 
conforming loans

• Lending standards are still considerably tighter than 
during the benchmark period
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Annual Spending Growth for Home Improvements Will Accelerate 

Source: http://www.jchs.harvard.edu/remodeling-spending-expected-accelerate-2016

The Harvard Joint Center for housing Studies projects annual spending growth for home improvements will 
accelerate from 2.4% between Q3 2015 to 6.8% in Q2 2016.

Leading Indicator of Remodeling Activity, Q3 2015“Home improvement spending continues 
to benefit from the last years' upswing in 
housing market conditions including new 
construction, price gains, and sales. 

Strengthening housing market conditions 
are encouraging owners to invest in 
more discretionary home improvements, 
such as kitchen and bath remodeling and 
room additions, in addition to the 
necessary replacements of worn 
components, such as roofing and siding.”

Chris Herbert, 
Managing Director of the Joint Center

http://www.jchs.harvard.edu/remodeling-spending-expected-accelerate-2016
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First-Time & Boomerang Buyers Returning

Implications: Difficulty in finding and maintaining employment over the past several years has prevented 
many Millennials from entering the housing market. However, as the market strengthens, the door will open 
for many Millennials to pursue homeownership. 

Source: “RealtyTrac June & Midyear Home Sales Data: Early Look.” Reality Trac. July 21, 2015 

Through the first half of 2015, FHA loans—typically first time home buyers or boomerang buyers with low down 
payments—have accounted for 22% of all homes purchased by borrowers using financing, up from 19% in 2014.

Most FHA mortgages last year went to first-time buyers as they were looking to exit a rental market in which 
apartment rents have soared 40 percent in four years. 

First-Time & Boomerang Buyers Returning: FHA Share of Purchase Loans
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The Process for Getting a Mortgage Not Well Understood 

Source: “Consumers’ Mortgage Shopping Experience”, CFPB, January, 2015

All Borrowers for Home Purchase

According to a study from the CFPB, consumers lack understanding of the mortgage buying process.

First-Time Homebuyers

Implications: There is a need for lenders to educate prospects and help them navigate through the home-
buying process. First-time homebuyers should be identified early on and hand-held throughout the process.

When you began the process of getting a mortgage, how familiar were you
(and any co-signers) with each of the following?
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More Consumers Research and Applying Online

Source: Fannie Mae

Today, the majority of customers are doing significant online research prior to making a purchase, reinforcing the 
importance for financial institutions to integrate marketing across media and channels. Immediately capturing 
consumers online while they are researching promotes conversion.

Implications: Lenders need a robust online presence, and should continue to optimize their online
response channel. 

Past and Aspirational Technology Use in Mortgage Shopping by Mortgage Borrower Income Group
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The Online Mortgage Has Finally Arrived

Source: "The Online Mortgage Has Finally Arrived" Wall Street Journal (03/04/16) Martin, Anya; Moat Pro

More mortgage lenders provide digital portals that allow borrowers to apply for a loan, submit documentation, 
and track the approval process online. 

In addition to SoFi, Wells Fargo is among those creating one-stop 
tracking applications. Brad Blackwell of Wells Fargo says that older 
generations also are using the lender's yourLoan Tracker.

According to Michael Tannenbaum of online-only 
lender SoFi, “Almost everything at SoFi can be done 
without speaking to someone. We're trying to bring 
the millennial approach to mortgages.” 
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Quicken Launches Revolutionary Online Product “Rocket Mortgage”

Progress was made toward moving the mortgage approval process online with the recent introduction of Quicken 
Loans’ Rocket Mortgage. The new product allows borrowers to be fully approved for a purchase or refinance loan 
in as little as eight minutes, simply by plugging in personal details on their computers, tablets or smartphones. 

Sources: Prevost, Lisa. “Mortgage Approval Entirely Online.” The New York Times (12/4/15); Press Release: “Quicken Loans Launches Revolutionary End-to-End 
Online Product “Rocket Mortgage” Transforming How Consumers Experience the Home Loan Process.” QuickenLoans.com (11/24/15).

Applicants need to provide only a few 
details (i.e., home address, birth date, 
social security number) to enable the new 
platform to pull data and automatically 
know details (i.e., income history, how 
much paid in property taxes and 
homeowners, home purchase price, etc). 

No manual uploading of documents is 
required. The system analyzes the 
information, then quickly delivers 
suggested loan options that are 
customizable, so borrowers see which 
rates and terms suit them. Once borrowers 
have selected a loan, they can follow 
through by signing the necessary 
documents online in a secure portal. 

“The way we’re using data and 
how much we’re able to 
calculate and do online — this is 
brand new to the industry.”

- Regis Hadiaris, Product Lead for 
Rocket Mortgage at Quicken Loans
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USAA Invests in Mortgage-Transaction Technology Firm Roostify

USAA recently invested in Roostify, a San Francisco-based company that specializes in automated mortgage-
transaction technology. USAA is looking to invest in companies that offer innovations that help it better serve its 
members, said Michael Smith of USAA. 

Sources: Aldridge, James. “USAA Invests in Bay Area Mortgage-Transaction Technology Firm.” San Antonio Business Journal (10/15/15); Penn, David. 
“MortgageTech on the Move as Roostify Closes Series A Round Led by USAA.” Finovate Blog (10/15/15)

• Roostify makes the challenging process of buying a home simpler for all parties involved

• Home buyers using the platform benefit from 100% transparency and greater control 
over the process, resulting in greater accountability and lower costs

• Lenders can approve and process more loans faster using Roostify, having processed 
thousands of applications through the platform since its launch in early 2014

“Roostify is innovating the home 
buying process for consumers 
and lenders through a platform 
that brings simplicity and 
efficiency to something that 
sorely needs it.”

- Michael Smith, USAA

“Our solution brings a user 
friendliness to the process that 
benefits lenders and applicants 
by streamlining the process and 
cutting the time to close loans 
and lessens errors in the 
applications.”

- Rajesh Bhat, Roostify CEO



© 2016 Merkle. All Rights Reserved. Confidential
23

USAA Using Videos to Take the Headache Out of Mortgages

Source: Yurcan, Bryan. “Using Tech to Take the Headache Out of Mortgages.” National Mortgage News (01/06/16)

USAA recently partnered with Idomoo to create videos that aim to improve the mortgage customer experience. 
The customized clips feature such information as the closing date, estimated escrow, and interest rate in an effort 
to simplify the experience for borrowers and even eliminate some of the paperwork associated with the mortgage 
process. “It walks them through the main concepts; there's a lot of information [in the mortgage process] and this 
video brings out the main bullet points they need to know,” says Winston Wilkinson of USAA. 

Homebuying Rebound

As the market for purchase mortgages improved in 
2015, homebuyers are being provided with new 
tools designed to make the mortgage process easier.

Video: An Effective Communication Medium
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Prosper, HomeAdvisor Announce Deal on Home-Improvement Loans

Source: "Prosper, HomeAdvisor Announce Deal on Home-Improvement Loans" American Banker (03/14/16) Wack, Kevin

In March, Prosper announced an agreement to offer 
home improvement loans through HomeAdvisor.com 
where it will be the exclusive provider of financing for 
users of the website.

• Home improvement contractors registered with 
HomeAdvisor can refer customers in need of 
financing to a co-branded website where they can 
apply for a Prosper loan

• Nick Yoong, vice president of business 
development at Prosper, says about 4% to 5% of 
Prosper's loans currently are used to pay for home 
improvements

• The unsecured loans, with annual percentage rates 
ranging from 5.99% to 36%, may be attractive to 
homeowners who do not qualify for a second 
mortgage or need their loan proceeds in a short 
period of time
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BofA Steps Up Efforts to Offer Mortgages to Existing Customers

Bank of America is looking to give more mortgages to 
existing customers as part of its ongoing strategy to get 
additional business from account holders. 

“We still have a number of clients ... that don't have their 
mortgage with us, and they fit in our risk appetite,” says 
Steve Boland, head of consumer lending at Bank of 
America. He says Bank of America is carefully assessing 
borrowers’ ability to repay. “One of the things our CEO 
talks about all the time is responsible growth,” says 
Boland. “We want to make sure that ... we're setting 
clients up for success.” As part of Bank of America’s 
approach to cross-selling, the bank is putting more 
mortgage lenders in its branches, or “financial centers.”

Source: “BofA Steps Up Efforts to Offer Mortgages to Existing Customers” Charlotte Observer (02/09/16) Roberts, Deon

“[If you go back to] 2011, I don't think I had any loan officers in 
financial centers. Today, 3,000 of my financial centers are 
covered by loan officers.”

- Steve Boland, Bank of America



© 2016 Merkle. All Rights Reserved. Confidential
26

Google Cancels Mortgage Comparison Website

At the end of 2015, Google launched “Google Compare” for mortgages, allowing potential home buyers to find 
and compare home loans to find the best mortgage terms. However in February 2016, Google announced that it 
would be abandoning its mortgage comparison business due to insufficient revenue generation and overlap with 
Google AdWords.

Source: Vasel, Kathryn. “Google Could Be Your Next Mortgage Broker.” CNN Money (11/23/15); McLister, Robert. “Google Cans Mortgage Comparison Website.” 
(2/24/2016); “Google Shuttering Comparison-Shopping Site.” Fox Business (2/23/2016). 

“Analysts at Forrester Research had warned 
that Google’s offering, by allowing consumers 
to buy policies and mortgages directly, could 
anger some insurers and lenders who are big 
advertising clients of Google.” 

- Fox News

Google Compare allowed online shoppers 
to view multiple offers from auto insurers, 
mortgage lenders and credit-card issuers 
after entering personal information. 
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